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Kathiani Level 4 Hospital (Machakos County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2022

Key Entity Information and Management
(a) Background information

Kathiani Hospital is a level (4) hospital established under Gazette Notice Number No.7267 of the County
Government Act no. 17 of 2012 and is domiciled in Machakos County under the Department of Health and
Emergency Services. The hospital is governed by Management appointed by the department.

(b) Principal Activities

The principal activity, mandate and mission of the Hospital is to provide quality health care services to the
people of Kathiani Sub-County and its environs by preventing, controlling and eradicating diseases.
Further, the facility is tasked to rehabilitate and promote healthy living by ensuring quick accessibility of
efficient, equitable, affordable and sustainable health services. The vision of the entity is to provide quality,
efficient and affordable health care services that will improve future health benefits to all people.

(c) Key Management
The hospitals management is under the following key organs:
% County Department of Health and Emergency Services
4 Accounting Officer/ Medical Superintendent
4 Hospital Management Team (HMT)
(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30™ June 2022 and
who had direct fiduciary responsibility were:

1. | Medical Superintendent Dr. Mwende Kikolya
2. Head of Finance Jacob Munywoki

3 Head of Supply Chain Tom Muindi

4. Hospital Administrator Alice Nyamai

8. Nursing Service Manager Serah Mwendwa

6 Hospital Manager Naomi Mutua
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Kathiani Level 4 Hospital (Machakos County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2022

(f) Entity Headquarters

P.O. Box 43-90105
Kathiani Hospital Building
Machakos-Kathiani Road
KATHIANI, KENYA

(2) Entity Contacts

Telephone: (+254) 722-910-147
E-mail: hospitalkathiani@yahoo.com

(h) Entity Bankers
Kenya Commercial Bank (KCB)
(i) Independent Auditors

Auditor General

Office of Auditor General
Anmversary Towers, Institute Way
P.O. Box 30084

GPO 00100

Nairobi, Kenya

() Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya

(k) County Attorney
County law office

P.O. Box.1996-90100
Machakos Kenya
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I ¢ Board of Management

+ e Was no Board of Directors in Kathiani Level Hospital during Fy 2021-2022




Kathiani Level 4 Hospital (Machakos County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2022

II. Management Team

Manager 1: Dr. Mwende Kikolya _ : .
Medical superintended/Accounting Officer

Manager 2: Naomi Mutua Hospital Manager

Manager 3: Serah Mwendwa Nursing Services Manager (NSM)

Manager 4: Alice Nyamai Hospital Administrative Officer (HAO)
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| ?hair n’s Statement

ere x#as no chairman’s statement because the board of directors is yet to be formed.

Report of The Chief Executive Officer

pleasure to present the Kathiani Level 4 Hospital Financial Statements for the year ended 30% June
2022, which are in line with the Public Finance Management (PFM) Act, 2012. The Act requires final
ancid statements to be prepared, published, publicized and submitted to the County Assembly, Office
| e Auditor General, the National Treasury, the Controller of Budget and Commission for Revenue
xcatipn within a period of three months after the end of each Financial Year.

achedl are the Hospital’s Statements which have been prepared in line with the requirements of the PFM
201, which present a true and fair view of state of affairs of the County Government of Machakos for

ended 30" June, 2022.

Fifancial statements highlights both qualitative and quantitative user information about the
pqrfi ce of the hospital based on the revenue received and collected from the county and NHIF or
Fgcility fmprovement Fund versus numerous expenses incurred in line to promotion of quality health care
sefvice
Adlditiodally, the financial statements have also enumerated various challenges that the management and

st3ffifacgd during the year. Essentially, the challenges continues to be highlighted to top management and

sojvéd op needy basis.
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Kathiani Level 4 Hospital (Machakos County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2022

V. Statement Of Performance Against Predetermined Objectives

Section 164 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the accounting officer
to include in the financial statement, a statement of the County Government entity’s performance against
predetermined objectives.
Kathiani Level Hospital has three (3) strategic objectives within the current Strategic Plan for the FY 2021 -
22 These objectives have been identified through a participatory process that reviewed the health priorities
of the Governor’s Manifesto, the National Government’s “Big Four” and more specifically on Universal
Health Care, NIUPLAN, SDGs and the MTP III. The strategic objectives are a synthesised product of the
afore-mentioned planning frameworks that amalgamate the thematic focus and health sector aspirations.
The strategic objectives are as follows;

» Free maternal health services (Linda Mama)

» Affordable health care services

» Strategic partnership with Donors for adequate funding
Kathiani Level 4 Hospital develops its annual work plans based on the above three objectives. Assessment
of the management’s performance against its annual work plan is done on a quarterly basis. The hospital

achieved its performance targets set for the FY 2021/2022 period for its own strategic pillars, as indicated

in the diagram below:

health care services

provision of
health care
services to all

patients

patients and out-

patients served

Maternal health care Provide free Number of -Surgeries, pre- | Managed to
services maternal health | maternal natal and post achieve 99% free
care services deliveries natal services maternal health
-Normal care services
deliveries
Affordable and timely Ensure timely Number of in- -Treatment of in- | Managed to

patient and out-

patient

improve timely
health care
provision from

65% to 75%
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tegdic partnership Conduct Number of -Collaboration Managed to
sensitization and | donors offering | with donors partner with
research in order | financial support DANIDA and
to attract donors Red-Cross




Kathiani Level 4 Hospital (Machakos County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2022

VL.  Corporate Governance Statement
VII. Management Discussion and Analysis

The main operational performance of Kathiani Level 4 Hospital involves provision of health care services.
However, while offering the services, the hospital collects some revenue from patients either in Mpesa-
paybill or NHIF. The funds are transferred to County Revenue Fund (CRF) as per Public Financial
Management (PFM) regulations 2015.Currently, the operations of the facility are managed by transfers
from the County Government. The monies are used to improve the facility and provide both curative and
preventive care services to Kathiani residents. The main challenges faced include; delay in disbursement
of funds from the County Treasury and large patients work load vs available workforce.

Kathiani Level 4 Hospital is governed by all medical regulatory frameworks, the constitution of Kenya
2010 and other statutory policies put in place either by the national or county government. To that extent,
non —major non-compliance that may lead to contingent liabilities has been reported. The hospital has no
pending court cases unless those of patients such as rape cases and which the facility must support upon
request from law-enforcement agencies. However, the facility has pending account payables that should be
settled from various suppliers.

Key projects and investment decisions the entity is planning/implementing. The hospital is planning
to implement the following projects
Overhauling the plumbing system of the hospital
Renovating and painting the whole hospital
Planting trees around the hospital and open spaces
Renovation and maintenance of 3 mortuary chambers
Construction of incinerator
Automation of the hospital services
g. Starting a dairy project and a kitchen garden to supplement the patients
The major risks facing Kathiani level 4 Hospital and which the top management should address
1mmedlately for smooth operations and quality health care services include;
Operational costs emanating from faulty and out-dated medical equipment.
Market risks resulting from competition from private sector offering quality health care
services
Credit risk emanating from long outstanding pending bills
Delayed Cashflow from County Treasury
Over stretched work force in some sections within the facility.

e a6 o

v V¥

Y VY

Currently, the entity’s is financially probity and as no serious governance issues which should be
addressed. All staff statutory deductions such as PAYE, NSSF and NHIF are remitted by the County
Government. However, the facility has long outstanding pending bills which should be paid.

xi
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ental And Sustainability Reporting

oyee welfare
ss of the medical practitioners and other staff is conducted by County Public Service Board

with mother department of Health and Emergency services. However, the posting and

s 1s done based on several elements among them, gender parity. Lastly, the welfare of the
ued based on the policy safety and compliance of the Occupational Safety and Health Act
)
prporate Social Responsibility / Community Engagements

Hospital has conducted numerous CSR activities during the year on free- cancer and

ening and treatments. We have also partnered with Red-Cross and Kenya Wildlife

n promoting re-afforestation within Kathiani Sub-county.
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Kathiani Level 4 Hospital (Machakos County Government)
Annual Report and Financial Statements for The Year Ended 30* June 2022

IX. Report of The Board of Management

The Board members submit their report together with the Audited Financial Statements for the year ended
June 30, 2022, which show the state of the hospital’s affairs.

Principal activities

The principal activity, mandate and mission of the Hospital is to provide quality health care services to
the people of Kathiani Sub-County and its environs by preventing, controlling and eradicating diseases.
Results

The results of the entity for the year ended June 30 are set out on page IX

Board of Management

There was no Board of Management that served during Fy 2021-2022

Auditors

The Auditor General is responsible for the statutory audit of the entity in accordance with Article 229 of
the Constitution of Kenya and the Public Audit Act 2015 .The auditor was nominated by the Auditor
General to carry out the audit of the entity for the year/period ended June 30, 2022 in accordance to section
23 of the Public Audit Act, 2015 which empowers the Auditor General to appoint an auditor to audit on
his behalf.

By Order of the Board

Dr. Mwende Kikolya
Medical Superitendent

X1ii
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ich give a true and fair view of the state of affairs of the entizy for and as at the end of the
year (period) ended on June 30, 2022. This responsibility includes: (i) maintaining adequate

as come to the attention of the Board of management to indicate that the entity will not remain a
cemn for at least the next twelve months from the date of this statement.

in'ta]'s nancial statements were approved by the Board on /HL/ é / )—‘/ and signed on its
1 ' I

P s Aep
e LT
3 Name:Dr. Mwende Kikolya
irferson Accounting Officer

pf Management
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REPORT OF THE AUDITOR-GENERAL ON KATHIANI LEVEL 4 HOSPITAL FOR
THE YEAR ENDED 30 JUNE, 2022 - COUNTY GOVERNMENT OF MACHAKOS

LE

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

A.l 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, that the
Government achieves value for money and that such funds are applied for the
intended purpose.

C.|Report on Effectiveness of Internal 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
hose ¢harged with governance for orderly, efficient and effective operations of the

f the repart, when read together constitute the report of the Auditor-General.
EPORT ON THE FINANCIAL STATEMENTS
uglified Opinion

hgve audited the accompanying financial statements of Kathiani Level 4 Hospital —
odnty Government of Machakos set out on pages 1 to 51, which comprise of the

epdyt of the Auditor-General on Kathiani Level 4 Hospital for the year ended 30 June, 2022 - County Government
chakos




statement of financial position as at 30 June, 2022 and the statement of financial
performance, statement of changes in net assets, statement of cash flows and statement
of comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kathiani Level 4 Hospital - County Government of
Machakos as at 30 June, 2022, and of its financial performance and its cash flows for
the year then ended, in accordance with International Public Sector Accounting
Standards (Accrual Basis) and comply with the Public Finance Management Act, 2012,
the County Governments Act, 2012, the Health Act, 2017 and the Machakos County
Health Services Act, 2021.

Basis for Qualified Opinion
1. Non-Disclosure of Property, Plant and Equipment

The statement of financial position reflects a Nil balance in respect of property, plant and
equipment, as disclosed in Note 31 to the financial statements. However, inspection
carried out in April, 2024 revealed that the Hospital had assets including land, buildings,
motor vehicles and furniture and equipment which have not been valued and not
disclosed in the financial statements.

In the circumstances, the accuracy and completeness of the property, plant and
equipment balance could not be confirmed.

2. Unconfirmed Inventories Balance

The statement of financial position reflects a Nil balance in respect to inventories as
disclosed in Note 30 to the financial statements. However, review of the stores records
revealed that the Hospital had stocks of undetermined value as at 30 June, 2022 but
which was not included in the financial statements. Further, Management did not carry
out a stock take at end of the financial year to confirm the quantities and condition of the
inventories.

In the circumstances, the accuracy and completeness of the inventories balance could
not be confirmed.

3. Non-Disclosure of Employee Costs Paid by the County Government

The statement of financial performance reflects employee costs of Kshs.1,876,400 for
casuals and contractual staff as disclosed in Note 16 to the financial statements.
However, the Hospital also received services from medical staff employed and paid by
the county Government. However, the expenditure was not disclosed in the financial
statements and the payroll was not provided for audit.

Report of the Auditor-General on Kathiani Level 4 Hospital for the year ended 30 June, 2022 - County Government
of Machakos
Z



the circumstances, the accuracy and completeness of employee costs of

audit matters are those matters that, in my professional judgment, are of most
ificance in the audit of the financial statements. There were no key audit matters to

IRBPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

n applied lawfully and in an effective way.
Ba*is for Conclusion

“. Late Submission of Financial Statements

The annual report and financial statements for the year ended 30 June, 2022 were

itted to the Office of the Auditor General on 03 March, 2023, five (5) months after
e ptatutory deadline of 30 September, 2022. This was contrary to Section 47(1) of the
ubjic Audit Act, 2015 which states that the financial statements required under the
onstitution, the Public Finance Management Act, 2012 and any other legislation, shall
e gubmitted to the Auditor-General within three (3) months after the end of the fiscal
af to which the accounts relate.

h the circumstances, Management was in breach of the law.

Iflentification, Collection and Accounting for Own Generated Revenue

e statement of financial performance reflects rendering services - medical services
incoe of Kshs.9,093,321 as disclosed in Note 11 to the financial statements. The
lloyving unsatisfactory matters were however noted:-

ord of the Auditor-General on Kathiani Level 4 Hospital for the year ended 30 June, 2022 - County Government
of Maghakos
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2.1 Failure to Transfer Revenue to the County Revenue Fund Account

During the period under review, the Hospital did not transfer the revenue generated into
the County Revenue Fund Account for approval by the Controller of Budget before
withdrawal. This was contrary to Regulation 81(1-3) of Public Finance Management
(County Governments) Regulations, 2015 which states that a receiver of revenue shall
promptly deposit into the County exchequer account all receipts due to the County

Revenue Fund.

2.2 Failure to Prepare Quarterly Revenue Reports

During the period under review, the Hospital did not provide evidence to show that
the reports were prepared and submitted to the County Treasury with a copy to the
Auditor-General as per the requirement of Regulations 64(1) of the Public Finance
Management (County Governments) Regulations, 2015 which requires the
Accounting Officer or receiver of revenue or collector of revenue to prepare a quarterly
report not later than the 15th day after the end of the quarter.

2.3 Revenue Safeguards and Controls

The Hospital revenue collection process lacked segregation of duties as the same
person received revenue, issued receipts and carried out the banking of revenue.
This is contrary to Regulation 63(1(a)) of the Public Finance Management
(County Governments) Regulations, 2015 which states that an accounting officer and
a receiver of revenue are personally responsible for ensuring that - (a) adequate
safeguards exist and are applied for the prompt collection and proper accounting for,
all county government revenue and other public moneys relating to their county
departments or agencies.

In the circumstances, management was in breach of the law.

3. Anomalies in the Presentation of the Financial Statements

Review of the financial statements revealed non-compliance with the Public Sector
Accounting Standard Board financial reporting template issued on 30 June, 2022 as

follows:

(i) Paragraph one of the Chairman’'s report on page viii indicates the financial
statements present a true and fair view of the County Government of Machakos
instead of Kathiani Level 4 Hospital.

(ii) Report of the Board of Management on page xiii indicates that the results of the
entity are set out on page IX instead of pages 1to 9.

(iii) The Hospital does not have a Board of Management. However, the financial
statements include the Chairman’s report, statement of Board of Management's
responsibilities.

Report of the Auditor-General on Kathiani Level 4 Hospital for the year ended 30 June, 2022 - County Government
of Machakos
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(iv) Paragraph one on statement of Board of Management responsibilities refers to
Council members instead of Board members.

(v) Pages 2 and 3 indicate that the notes to the financial statements are at pages 25
to 39 instead of 25 to 50.

(vi) The date is indicated as 30 June, 20XX under paragraph on subsequent events
at page 23 instead of 30 June, 2024.

(vii) Required amounts in the tables under financial risk managements at page 44,
45 and 48 have not been included.

Infthe circumstances, Management was in breach of the law.

4] Lack of a Board of Management

During the year under review, the Hospital did not have a Board of Management. This
s contrary to Section 11(1) of the Machakos County Health Services Act, 2021 which
egtablishes the Hospital Management Board.

Injthe circumstances, Management was in breach of the law.

5] Deficiencies in Implementation of Universal Health Coverage

Review of Hospital records and interviews on verification of services offered, equipment
uged and medical specialists in the Hospital at the time of audit in April, 2024 revealed
thiat the Hospital did not meet the requirements of Kenya Quality Model for Health Policy

idelines due to staff deficits by forty-two (42) or 42% of the authorized establishment.

ataff Level 4 Number n Percentage
equirements Standard Hospital Variance %
Nledical Officers 16 6 10 63
Anesthesiologists 2 0 2 100
@eneral Surgeons 2 1 1 50
Gynecologists 2 0 o 100
Rediatrics 2 1 1 50
ladiologists 2 0 2 100
Henya Registered 75 51 24 32
Gommunity
Health Nurses
otal

|nfddition, the Hospital lacked the necessary equipment and machines outlined in the Health
Pélicy Guidelines as detailed below;

Réport of the Auditor-General on Kathiani Level 4 Hospital for the year ended 30 June, 2022 - County Government
of Machakos
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Level 4 Actuals
Service Hospital In the Percentage
Standard Hospital | Variance %
New Born Unit Incubators 5 2 3 60
Functional ICU Beds 6 0 6 100
High Dependency Unit (HDU)
Renal Unit with Atleast 5
Dialysis Machines e 0 5 100
Two Functional Operational 2 1 1 50
Theatres-Maternity & General

These deficiencies contravene the First Schedule of Health Act, 2017 and imply that
accessing the highest attainable standard of health, which includes the right to health
care services, including reproductive health care as required by Article 43(1) of the
Constitution of Kenya, 2010 may not be achieved.

In the circumstances, the Hospital will not be able to deliver on its mandate.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
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. | believe that the audit evidence | 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, except for the matter described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

1. Failure to Maintain Fixed Asset Register

The statement of financial position reflects nil property, plant and equipment balance as
disclosed in Note 31 to the financial statements. However, it was noted that the Hospital
does not maintain fixed asset register to control its assets. This was contrary to
Regulation 136(1) of the Public Finance Management (County Governments)
Regulations, 2015 which states that the Accounting Officer shall be responsible for
maintaining a register of assets under his or her control or possession as prescribed by
the relevant laws. In addition, there was no evidence to show that the Hospital had ever
valued its assets to ascertain the correct market values.

Report of the Auditor-General on Kathiani Level 4 Hospital for the year ended 30 June, 2022 - County Government
of Machakos
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Inthe circumstances, the existence of an effective mechanism to safeguard assets could
ngt be confirmed.

4 Ineffective Internal Audit Unit

view of the Hospital's governance system revealed that it relied on the Internal Audit
it (IAU) of the County Government of Machakos since it had not established its own.
Héwever, during the year under review, the Internal Audit Unit (IAU) did not carry out
audits on the operations of the Hospital. This was contrary to Regulation 153(1)(a)
of{the Public Finance Management (County Governments) Regulations, 2015 which
states that Internal auditors shall review and evaluate budgetary performance, financial
management, transparency and accountability mechanisms and processes in county
government entities, including County Assembly.

In the circumstances, the Hospital could not benefit from the independent assurance
over its financial reporting and risk management processes.

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

esponsibilities of Management and those Charged with Governance

ahagement is responsible for the preparation and fair presentation of these financial
stalements in accordance with International Public Sector Accounting Standards
rual Basis) and for maintaining effective internal control as Management determines
cessary to enable the preparation of financial statements that are free from material
tatement, whether due to fraud or error and for its assessment of the effectiveness
f ipternal control, risk management and governance.

reparing the financial statements, Management is responsible for assessing the
ital's ability to sustain its services, disclosing, as applicable, matters related to
usfainability of services unless the Management is aware of the intention to terminate
e Hospital or to cease operations.

arlagement is also responsible for the submission of the financial statements to the
udjtor-General in accordance with the provisions of Section 47 of the Public Audit Act,
01%.

| dition to the responsibility for the preparation and presentation of the financial
atéments described above, Management is also responsible for ensuring that the

tidities, financial transactions and information reflected in the financial statements are
in cémpliance with the authorities which govern them, and that public resources are

ed in an effective way.

oge charged with governance are responsible for overseeing the Hospital's financial
ing process, reviewing the effectiveness of how the Management monitors

R}pnr of the Auditor-General on Kathiani Level 4 Hospital for the year ended 30 June, 2022 - County Government
of\Maghakos
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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 overall governance and risk management, and ensuring the adequacy and
effectiveness of the control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’'s report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with ISSAls
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.

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control 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 control would not necessarily disclose all matters in the
internal control that might be material weaknesses under the ISSAIls. A material
weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.

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

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

Report of the Auditor-General on Kathiani Level 4 Hospital for the year ended 30 June, 2022 - County Government
of Machakos
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¢| Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

Conclude on the appropriateness of the Management's use of appropriate 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 Hospital's
ability to sustain its services. If | conclude that a material uncertainty exists, | 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 Hospital 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.

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

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

municate with the Management regarding, among other matters, the planned scope
nditiming of the audit and significant audit findings, including any significant deficiencies
iternal controls that are identified during the audit.

aldo provide Management with a statement that | have complied with relevant ethical
gdirements regarding independence and to communicate with them all relationships
nd{other matters that may reasonably be thought to bear on my independence and
heye applicable, related safeguards.

, CBS

AUDITOR-GENERAL

I¢ain>bi

2#! J+ne, 2024

Réport of the Auditor-General on Kathiani Level 4 Hospital for the year ended 30 June, 2022 - County Government
ofMadhakos
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Statement of Financial Performance for The Year Ended 30 June 2022

¥y
P R Ty e

> from non-exchange transactions

transfers from the County Government 4,000,000 -

6
I]- kind contributions from the County Government i
irants from donors and development partners 8 -
'lransfers from other Government entities 9

lilblic contributions and donations 10

| 4,000,000 -
l#venue from exchange transactions

I*ndering of services- Medical Service Income 11 9,093,321
venue from rent of facilities 12

F llance /Interest Income 13 - =

O‘]er incckme 14 .
Révenue irom exchange transactions 9,093,321
Tdtal revenue

13,093,321 -

Mddical/Clinical costs is 1,991,147 :

Eni)loyee ¢osts 16 1,876,400 -
ogrd of agement Expenses 17

eireciation and amortization expense
eja.irs and maintenance

rahts and subsidies

eliaial expenses

in+ce costs

18 - -

19 388,460 &
20 - g

8,085,165 -

otdl expenses 12,341,172 -

r gains/(losses)

ai:lc‘m disposal of non-Current assets

nreplized gain on fair value of investments 24
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= >

edical services contracts Gains/Losses 25 - -

lepairment loss 26 : e

Cim on foreign exchange transactions 1 i

Tetal other gains/(losses) &

Ngt Surplus for the year 752,149

AEibutabbe to:

Sl.l'plus/(JFﬁcit) attributable to minority interest . (=)

Surplus attributable to owners of the controlling entity - -

752,149 2

hJ notes s

et out on pages 25 to 39 form an integral part of the Annual Financial Statements.)

heHospital’s financial statements were approved by the Board on I/—f/ (9 , l‘-f and signed
n ifs behalf by:
hgirman : Medical Superintendent
ofrd pf Management ICPAK No:22427
2




Kathiani Level 4 Hospital (Machakos County Government)

Annual Report and Financial Statements for The Year Ended 30* June 2022

XII. Statement of Financial Position as of 30" June 2022

Assets

Current assets

Cash and cash equivalents o 752,149
Receivables from exchange transactions 28 713,625
Receivables from non-exchange transactions 29 -
Inventories 30 -
Total Current Assets 1,525,774
Non-current assets

Property, plant, and equipment ki -
Intangible assets 32 -
Investment property 33 -

Total Non-current Assets -

Total assets 1,525,774
Liabilities

Current liabilities

Trade and other payables 34 773,625
Refundable deposits from customers/Patients 35 =
Provisions 36 .
Finance lease obligation 37 .
Current portion of deferred income 38 *
Current portion of borrowings 39 .
Total Current Liabilities 773,625

Non-current liabilities

Provisions 36 -
Non-Current Finance lease obligation 37 =
Non-Current portion of deferred income 38 =
Non - Current portion of borrowings 39 =
Service concession liability 40 -

Total Non-current liabilities -

Total Liabilities 773,625
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Rdra.luatioh reserve -

Aq:umulat ed surplus/Deficit 752,149 -

Capital Fund . :
al Net Assets and Liabilities 1,525,774 .

Th# notes .#et out on pages 25 to 39 form an integral part of the Annual Financial Statements.)

and signed

ospital’s financial statements were approved by the Board on ILH 6 / 2‘{’
behalf by: "

irman Head of Finance Medical Superintendent
rd of l\*anagement ICPAK No:22427
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Annual Report and Financial Statements for The Year Ended 30" June 2022

XII.  Statement of Changes in Net Asset for The Year Ended 30 June 2022

As at July 1, 2020

Revaluation gain

Surplus/(deficit) for the year - - 5 .
Capital/Development grants - - & -
As at June 30, 2021 - - - -

At July 1, 2021 - . : »
Revaluation gain - - - -

Surplus/(deficit) for the year - 752,149 - 752,149

Capital/Development grants = - = -

At June 30, 2022 . 752,149 . 752,149
The Hospital’s financial statements were approved by the Board on [ /-[ / é /Zif and signed
on its behalf by:

-----------------------------------------------------

Chairman Head of Finance Medlcal perintendent
Board of Management ICPAK No:22427
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IV}  Statement of Cash Flows for The Year Ended 30 June 2022

flows from operating activities

C
Receipts

TlESfel'S from the County Government 4,000,000
Gx]mts from donors and development partners -
Tlinsfers from other Government entities -
Pt&lic contributions and donations -
Rei]den'ng of services- Medical Service Income 9,093,321
Rirenue from rent of facilities -
Fillanoe / interest income -
Otler receibts(spec{ﬁ/) -
Toal Receipts 13,091,321
||
Payments .
Maedical/Clinical costs 1,991,147
Enployee costs 1,876,400
Bolrd of agement Expenses -
Repairs and maintenance 388,460
ts and subsidies 5
eferal expenses 8,085,165
irimce Costs -
eimds paid out -
Ttitl Payments 12,341,172
* el cash flows from operating activities 41 752,149
agh flows from investing activities
thase of property, plant, equipment, & intangible assets (-) (-)
opeeds from the sale of property, plant, and equipment - -
c«]uisition of investments (-) (-)
e];ash flows used in investing activities (-) (-)
ail flows from financing activities
o}geds from borrowings - -
\ edlyment f borrowings (-) (-)
adtal grants received - -
etjcash flows used in financing activities (-) (-)




Kathiani Level 4 Hospital (Machakos County Government)
Annual Report and Financial Statements for The Year Ended 30 June 2022

Net increase/(decrease) in cash and cash equivalents 752,149 (-)
Cash and cash equivalents at 1 July e} - -
Cash and cash equivalents at 30 July 27 752,149 -

The notes set out on pages 25 to 39 form an integral part of the Annual Financial Statements. The
Hospital’s financial statements were approved by the Board on [1{#[2& and signed on
its behalf by:

------------------------------

Chairman Head of Finance Medical Superintendent
Board of Management ICPAK No:22427
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he Year Ended 30 June 2022

a b c¢=(a+b) d e=(c-d) f=d/c%
Kshs Kshs Kshs Kshs Kshs
Revenue
Transfers from the County Government 4000,000 - 4000,000 | 4,000,000 - 100%
Grants from donors and development - - - - - 0%
partners
Transfers from other Government entities - - - - - 0%
Public contributions and donations - - - - - 0%
Rendering of services- Medical Service 9,093,321 - 9,093,321 0,093,321 - 100%
Income
Revenue from rent of facilities - - - - - 0 %
Finance / interest income - - - - - 0 %
- - - - - 0 %
Other receipts (specify)
Total income 13,845,470 - 13,845,470 | 13,845,470 - 100%
Expenses -
Medical/Clinical costs 1,991,147 - 1,991,147 1,991,147 - 100 %
Employee costs 1,876,400 - 1,876,400 1,876,400 - 100 %
Remuneration of directors - - - - - 0 %
Repairs and maintenance 388,460 - 388,460 388,460 - 100 %
Grants and subsidies - - - - - 0%
General expenses 8,085,165 - 8,085,165 8,085,165 - 100 %
Finance costs - - - - - 0%
Refunds - - - - - 0%
Surplus for the period 752,149 - 752,149 752,149 -
Capital expenditure - - - - - 0%
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The notes set out on pages 25 to 39 form an integral part of the Annual Financial Statements. The Hospital’s financial statements
were approved by the Board on 7‘1‘[ P-l-?n and signed on its behalf by:

+-

Chairman Head of Finance Medical Suberintendent
Board of Management ICPAK No:22427
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XWVI. Notes To the Financial Statements
General Information

athjani Level 4 entity is established by and derives its authority and accountability from Gazette Notice
{unfber No.7267 and County Government Act no. 17 of 2012. The entity is wholly owned by the
jovgrnment of Kenya and is domiciled in Kenya. The entity’s principal activity is rendering medical

ces to the public.

Statement Of Compliance And Basis Of Preparation

he financial statements have been prepared on a historical cost basis except for the measurement at re-

| alugd amounts of certain items of property, plant, and equipment, marketable securities and financial

imments at fair value, impaired assets at their estimated recoverable amounts and actuarially

detefmined liabilities at their present value. The preparation of financial statements in conformity with

tegnational Public Sector Accounting Standards (IPSAS) allows the use of estimates and assumptions.

| 0 requires management to exercise judgement in the process of applying the entity’s accounting

olidies. The areas involving a higher degree of judgment or complexity, or where assumptions and

| stinpates are|significant to the financial statements, are disclosed. The financial statements have been
reppred and presented in Kenya Shillings, which is the functional and reporting currency of the entity.

e ffinancial statements have been prepared in accordance with the PFM Act and International Public

Sccthr Acco ting Standards (IPSAS). The accounting policies adopted have been consistently applied to

| the years presented.
3. Adoption of New and Revised Standards

SiSB deferred the application date of standards from 1 January 2022 owing to Covid 19. This was

ond to provide entities with time to effectively apply the standards. The deferral was set for 1* January

|
|

023.
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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 2022,

IPSAS 41:
Financial

Instruments

Applicable: 1** January 2023:
The objective of IPSAS 41 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 41 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 a strong link
between an Entity’s risk management strategies and the accounting treatment

for instruments held as part of the risk management strategy.

IPSAS 42:
Social Benefits

Applicable: 1* January 2023

The objective of this Standard is to improve the relevance, faithful representativeness
and comparability of the information that a reporting Entity provides in its financial
statements about social benefits. The information provided should help users of the
financial statements and general-purpose financial reports assess:

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

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

11
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(c) The impact of such social benefits provided on the Entity’s financial performance,

financial position and cash flows.

dments to

Applicable: 1st January 2023:

a) Amendments to IPSAS 5, to update the guidance related to the components
of borrowing costs which were inadvertently omitted when IPSAS 41 was
issued.

b) Amendments to IPSAS 30, regarding illustrative examples on hedging and
credit risk which were inadvertently omitted when IPSAS 41 was issued.

¢) Amendments to [IPSAS 30, to update the guidance for accounting for
financial guarantee contracts which were inadvertently omitted when
IPSAS 41 was issued.

Amendments to IPSAS 33, to update the guidance on classifying financial
instruments on initial adoption of accrual basis IPSAS which were inadvertently

omitted when IPSAS 41 was issued.

mpfovements to
PS

Applicable I*' January 2023

o [PSAS 22 Disclosure of Financial Information about the GGeneral Government
Sector.

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

e [PSAS 39: Employee Benefits

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

IPSAS.

e IPSAS 29: Financial instruments: Recognition and Measurement

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

IPSAS 41 which is applicable from 1% January 2023.

PSAS 43

Applicable 1*' January 2025

The standard sets out the principles for the recognition, measurement, presentation,
and disclosure of leases. The objective is to ensure that lessees and lessors provide
relevant information in a manner that faithfully represents those transactions. This

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

12
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leases have on the financial position, financial performance and cashflows of an
Entity.
The new standard requires entities to recognise, measure and present information on

right of use assets and lease liabilities.

IPSAS 44: Non- | Applicable I°' January 2025
Current Assets | The Standard requires,

Held for Sale Assets that meet the criteria to be classified as held for sale to be measured at the
and lower of carrying amount and fair value less costs to sell and the depreciation od
Discontinued such assets to cease and:

Operations 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.

ii.  Early adoption of standards
The entity did not early — adopt any new or amended standards in the year 2021-2022

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 of the asset (cash, goods, services, and property) if the transfer is free
from conditions and it is probable that the economic benefits or service potential related to the asset will

flow to the entity and can be measured reliably.
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el to the Financial Statements (Continued)

.I egue from exchange transactions
Rendering of services

[he gntity recognizes revenue from rendering of services by reference to the stage of completion when the
obtcame of the transaction can be estimated reliably. The stage of completion is measured by reference to

ldbour hours incurred to date as a percentage of total estimated labour hours. Where the contract outcome

G be measured reliably, revenue is recognized only to the extent that the expenses incurred are
r ovgrable.
Sale of goods

en gransferred to the buyer, usually on delivery of the goods and when the amount of revenue can be

iably, and it is probable that the economic benefits or service potential associated with the

1 flow to the entity.

Intergst income is accrued using the effective yield method. The effective yield discounts estimated future

chsh feceipts

.Fn g this yi

Jividends

rough the expected life of the financial asset to that asset’s net carrying amount. The method

1d to the principal outstanding to determine interest income for each period.

[Jividends or similar distributions must be recognized when the shareholder’s or the entity’s right to receive

payndents is established.

Hental iutome
Rentgl income arising from operating leases on investment properties is accounted for on a straight-line

basisjover the lease terms and included in revenue.

14
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Notes to the Financial Statements (Continued)

b) Budget information
The original budget for FY 2021-2022 was approved by County Assembly on 30" June 2021. Subsequent

revisions or additional appropriations were made to the approved budget in accordance with specific
approvals 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
entity recorded additional appropriations of facility on the FY 2021-2022 budget following the County
Assembly’s approval. The entity’s budget is prepared on a different basis to the actual income and
expenditure disclosed in the financial statements. The financial statements are prepared on accrual basis
using a classification based on the nature of expenses in the statement of financial performance, whereas
the budget is prepared on a cash basis. The amounts in the financial statements were recast from the accrual
basis to the cash basis and reclassified by presentation to be on the same basis as the approved budget.

A comparison of budget and actual amounts, prepared on a comparable basis to the approved budget, is then
presented in the statement of comparison of budget and actual amounts. In addition to the Basis difference,
adjustments to amounts in the financial statements are also made for differences in the formats and
classification schemes adopted for the presentation of the financial statements and the approved budget. A
statement to reconcile the actual amounts on a comparable basis included in the statement of comparison of
budget and actual amounts and the actuals as per the statement of financial performance has been presented

under section # of these financial statements.

15
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inancial Statements (Continued)

xpgnses and assets are recognized net of the amount of sales tax, except:

¥ When the sales tax incurred on a purchase of assets or services is not recoverable from the taxation

n¥estthent property.

[n¥estihent property acquired through a non-exchange transaction is measured at its fair value at the date of

L isftion. Subsequent to initial recognition, investment properties are measured using the cost model and
d deglreciated over a period of several years. Investment properties are derecognized either when they have

pegn disposed of or when the investment property is permanently withdrawn from use and no future

ec@norpic benefit or service potential is expected from its disposal. The difference between the net disposal

DIC

t and equipment are stated at cost less accumulated depreciation and impairment losses.
penditure that is directly attributable to the acquisition of the items. When significant parts
t and equipment are required to be replaced at intervals, the entity recognizes such parts

ets with specific useful lives and depreciates them accordingly. Likewise, when a major

formed, its cost is recognized in the carrying amount of the plant and equipment as a
e recognition criteria are satisfied. All other repair and maintenance costs are recognized
cit as incurred. Where an asset is acquired in a non-exchange transaction for nil or nominal
asset is initially measured at its fair value.

pted to the Financial Statements (Continued)
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f) Leases

Finance leases are leases that transfer substantially the entire risks and benefits incidental to ownership of
the leased item to the Entity. Assets held under a finance lease are capitalized at the commencement of the
lease at the fair value of the leased property or, if lower, at the present value of the future minimum lease
payments. The Entity also recognizes the associated lease liability at the inception of the lease. The liability
recognized is measured as the present value of the future minimum lease payments at initial recognition.
Subsequent to initial recognition, lease payments are apportioned between finance charges and reduction of
the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are recognized as finance costs in surplus or deficit.

An asset held under a finance lease is depreciated over the useful life of the asset. However, if there is no
reasonable certainty that the Entity will obtain ownership of the asset by the end of the lease term, the asset
is depreciated over the shorter of the estimated useful life of the asset and the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits incidental to ownership
of the leased item to the Entity. Operating lease payments are recognized as an operating expense in surplus

or deficit on a straight-line basis over the lease term.

g) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets acquired
in a non-exchange transaction is their fair value at the date of the exchange. Following initial recognition,
intangible assets are carried at cost less any accumulated amortization and accumulated impairment losses.
Internally generated intangible assets, excluding capitalized development costs, are not capitalized and
expenditure is reflected in surplus or deficit in the period in which the expenditure is incurred. The useful

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

17



dthiani Level 4 Hospital (Machakos County Government)
| ARnugl Report and Financial Statements for The Year Ended 30" June 2022

otds to the

) esear
eEntity e
s

¥ Its inte

¥ The av

ollgwing in

inancial Statements (Continued)

and development costs

ingangible jassets when the Entity can demonstrate:

nancial instruments

inancial assets

Inifial recognition and measurement

Fingncial as
lagsified as
nvgstments
of ifs financi
Lodns and &
oans and re
otjquoted
edsured at
aldulated by
ntegral part
or deficit.

ets within the scope of IPSAS 29 Financial Instruments: Recognition and Measurement are
financial assets at fair value through surplus or deficit, loans and receivables, held-to-maturity
or available-for-sale financial assets, as appropriate. The Entity determines the classification
al assets at initial recognition.

receivables

eceivables are non-derivative financial assets with fixed or determinable payments that are
in an active market. After initial measurement, such financial assets are subsequently
amortized cost using the effective interest method, less impairment. Amortized cost is
y taking into account any discount or premium on acquisition and fees or costs that are an

of the effective interest rate. Losses arising from impairment are recognized in the surplus

18
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Notes to the Financial Statements (Continued)
Held-to-maturity
Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified
as held to maturity when the Entity has the positive intention and ability to hold it to maturity. After
initial measurement, held-to-maturity investments are measured at amortized cost using the effective
interest method, less impairment. Amortized cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the effective interest rate. The losses
arising from impairment are recognized in surplus or deficit.
Impairment of financial assets
The Entity assesses at each reporting date whether there is objective evidence that a financial asset or an
entity of financial assets is impaired. A financial asset or an entity of financial assets is deemed to be
impaired if, and only if, there is objective evidence of impairment as a result of one or more events that
have occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has
an impact on the estimated future cash flows of the financial asset or the entity of financial assets that

can be reliably estimated. Evidence of impairment may include the following indicators:

» The debtors or an entity of debtors are experiencing significant financial difficulty
» Default or delinquency in interest or principal payments
» The probability that debtors will enter bankruptcy or other financial reorganization

» Observable data indicates a measurable decrease in estimated future cash flows (e.g. changes in

arrears or economic conditions that correlate with defaults)

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair value through
surplus or deficit or loans and borrowings, as appropriate. The Entity determines the classification of its
financial liabilities at initial recognition.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings, plus

directly attributable transaction costs.

19
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to the Financial Statements (Continued)

s and borrowing

initial tecognition, interest-bearing loans and borrowings are subsequently measured at amortized
ostjusing the effective interest method. Gains and losses are recognized in surplus or deficit when the

ities are derecognized as well as through the effective interest method amortization process.

ized cost is calculated by taking into account any discount or premium on acquisition and fees or

that are an integral part of the effective interest rate.

Inventories

e recognized when the Entity has a present obligation (legal or constructive) as a result of a
it is probable that an outflow of resources embodying economic benefits or service potential
be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
the Entity expects some or all of a provision to be reimbursed, for example, under an insurance

, the reimbursement is recognized as a separate asset only when the reimbursement is virtually
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Notes to the Financial Statements (Continued)
The expense relating to any provision is presented in the statement of financial performance net of any
reimbursement.
Contingent liabilities
The Entity does not recognize a contingent liability, but discloses details of any contingencies in the notes
to the financial statements, unless the possibility of an outflow of resources embodying economic benefits
or service potential is remote.
Contingent assets
The Entity does not recognize a contingent asset, but discloses details of a possible asset whose existence
is contingent on the occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of the Entity in the notes to the financial statements. Contingent assets are assessed
continually to ensure that developments are appropriately reflected in the financial statements. If it has
become virtually certain that an inflow of economic benefits or service potential will arise and the asset’s
value can be measured reliably, the asset and the related revenue are recognized in the financial statements
of the period in which the change occurs.
k) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements.
1) Changes in accounting policies and estimates
The Entity recognizes the effects of changes in accounting policy retrospectively. The effects of changes
in accounting policy are applied prospectively if retrospective application is impractical.
m) Employee benefits
Retirement benefit plans
The Entity provides retirement benefits for its employees and directors. Defined contribution plans are
post-employment benefit plans under which an entity pays fixed contributions into a separate entity (a
fund), and will have no legal or constructive obligation to pay further contributions if the fund does not
hold sufficient assets to pay all employee benefits relating to employee service in the current and prior
periods. The contributions to fund obligations for the payment of retirement benefits are charged against
income in the year in which they become payable. Defined benefit plans are post-employment benefit
plans other than defined-contribution plans. The defined benefit funds are actuarially valued tri-annually
on the projected unit credit method basis. Deficits identified are recovered through lump-sum payments
or increased future contributions on a proportional basis to all participating employers. The contributions

and lump sum payments reduce the post-employment benefit obligation.

21



lates the services. The operator must provide together with the asset, to whom it must provide them,
d jt what price. In the case of assets other than "whole-of-life” assets, it controls, through ownership,
bendficial entitlement or otherwise — any significant residual interest in the asset at the end of the
ement. Any assets so recognized are measured at their fair value. To the extent that an asset has
ized, the Entity also recognizes a corresponding liability, adjusted by a cash consideration

aidjor received.
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Notes to the Financial Statements (Continued)
r) 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 of changes in value. Bank account balances
include amounts held at the Central Bank of Kenya and at various commercial banks at the end of the
financial year. For the purposes of these financial statements, cash and cash equivalents also include short
term cash imprests and advances to authorised public officers and/or institutions which were not
surrendered or accounted for at the end of the financial year.

s) Comparative figures
Where necessary comparative figures for the previous financial year have been amended or reconfigured
to conform to the required changes in presentation.

t) Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the financial
statements for the year ended June 30, 20XX.

5. Significant Judgments and Sources of Estimation Uncertainty
The preparation of the Entity's financial statements in conformity with IPSAS requires management to

make judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets
and liabilities, and the disclosure of contingent liabilities, at the end of the reporting period. However,
uncertainty about these assumptions and estimates could result in outcomes that require a material

adjustment to the carrying amount of the asset or liability affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are described below. The Entity based its assumptions and
estimates on parameters available when the consolidated financial statements were prepared. However,
existing circumstances and assumptions about future developments may change due to market changes or
circumstances arising beyond the control of the Entity. Such changes are reflected in the assumptions
when they occur.( IPSAS 1.140)
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Useful
The use

otlv fto the tinancial Statements (Continued)

ives and residual values

ful lives and residual values of assets are assessed using the following indicators to inform

potential future use and value from disposal:

ovfsions w

ligation at

» The condition of the asset based on the assessment of experts employed by the Entity.
» The nature of the asset, its susceptibility and adaptability to changes in technology and
processes.
» The nature of the processes in which the asset is deployed.
» Availability of funding to replace the asset.
» C:E:Iges in the market in relation to the asset.
ro#isions

ere raised and management determined an estimate based on the information available.

dd*:ional disclosure of these estimates of provisions is included.

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

the reporting date and are discounted to present value where the effect is material.
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6. Transfers From The County Government

Unconditional grants

Operational grant

4,000,000

Level 5 grants

Other grants

4,000,000

Conditional grants

User fee forgone

Transforming health services for Universal care project (THUCP)

DANIDA

Wards Development grant

Paediatric block grant

Administration block grant

Laboratory grant

Total government grants and subsidies

4,000,000
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otds to the Financial Statements (Continued)

ransfers from the County Government

1 Kind Contributions from The County Government

|| Salgries and wages . =
h&maceutlcal and Non-Pharmaceutical Supplies = -
||I ebical supplies-Drawings Rights (KEMSA) . g
|Utikty bills - -
|| o‘ll grants in kind - =
8. Grants From Donors and Development Partners

| arfcer Centre grant- DANIDA
IWotld Bank grants - =
Pacfliatric ward grant- JICA - -
| Rekarch grants . i
| Ot*r grants (specify) : s

| othl grants from development partners - -
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Notes to the Financial Statements (Continued)

8 (a) Grants from donors and development partners (Classification)

Donor e.g., DANIDA - - - - :

JICA - - - : -
World Bank s - - : -
Total - - - - -
9.  Transfers From Other Government Entities

Transfer from National Government (Ministry of Health) - B
Transfer from National Hospital - .
Transfer from Institute - =
Total Transfers - =

10. Public Contributions and Donations

Public donations a -

Donations from local leadership - -

Donations from religious institutions - -

Donations from other international organisations and individuals . s
Other donations(specify) = =
Donations in kind-amortised - -

Total donations and sponsorships - =
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otek to the Financial Statements (Continued)

110fa) Reconciliations of amortised grants

ce unspent at beginning of year

ugfent year receipts

ised #ld transferred to revenue

ditions to be met — remain liabilities

Phdrmaceuticals

11 endering of Services-Medical Service Income

6,550,098

NJ—PharmLceuticals

-

Laioratory

Ra]jology

Orlwpedjc d Trauma Technology

Thiatre

Aciident d Emergency Service

A.r*sthesia Service

Ea.' Nose and Throat service

Nufrition service

C cen{re service

‘ Dental services
Reproductiye health

’ Paldiatn'cs services

‘ Falcwell h(;me services
O& mcdlLll services income

2,543,223

T&al reveJme from the rendering of services

9,093,321

28
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Notes to the Financial Statements (Continued)

12. Revenue From Rent of Facilities

Residential property

Commercial property .

Total Revenue from rent of facilities -

13. Fmnance /Interest Income

Cash investments and fixed deposits .

Interest income from short- term/ current deposits =

Interest income from Treasury Bills -

Interest income from Treasury Bonds =

Interest from outstanding debtors .

Total finance income -

14. Other Income

Insurance recoveries -

Income from sale of tender -

Services concession income _

Sale of goods (water, publications, containers etc) -

Total other income -
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inancial Statements (Continued)

edical/ Clinical Costs

Dehtal costs/ materials

La‘oraory khemicals and reagents

Pl‘)lic healih activities

’ Fol)d and &tion

Uiiform, c!othjng, and linen

1,915,147

D‘ming a+d Non-Pharmaceuticals
P

ical supplies

Health information stationery

l R}product!ve health materials

| Slm'tary aéd cleansing Materials

| lehasc Jf Medical gases

)}Rny/Raﬁiology supplies

(}her mejjcal related clinical costs (specify)

76,000

"rtal me#ical/ clinical costs

1,991,147

1,876,400

i ],‘:mtribu{ions to pension schemes

}ervice éamity

]’erfonm#nce and other bonuses

taff meﬁica] expenses and Insurance cover

oup pérsonal accident insurance and WIBA

Social contribution

Dther quployee costs (specify)

mployLe costs

1,876,400
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Notes to the Financial Statements (Continued)
17. Board of Management Expenses

Chairman's Honoraria

Sitting allowance

Mileage

Insurance expenses

Induction and training

Travel and accommodation allowance

Airtime allowances

Total

18. Depreciation And Amortization Expense

Property, plant and equipment

Intangible assets

Investment property carried at cost

Total depreciation and amortization

19. Repairs And Maintenance

Property- Buildings

Medical equipment 340,600
Office equipment -
Furniture and fittings 18,000
Computers and accessories -
Motor vehicle expenses 30,000
Maintenance of civil works -
Total repairs and maintenance 388,460
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4
e

otey to the Financial Statements (Continued)

10 (}rants And Subsidies

| orgmunity development and social work
| dli:an'orn ilﬁtiatives and programs - -
‘ re]/ subsidised medical camp = -
} is]bility programs - -
re] cancer screening - -

|l ther grants|and subsidies(specify) . -
| ol}.l‘ grants and subsidies r "

31.] Qeneral Expenses

Advertising and publicity expenses -

| at]ring expenses 1,922,816 -
| a*c management expenses 1,446,805 -
! nsegticides and rodenticides ” K
!' ucit fees - "

’ an} charges - -
: ox*ucnces d delegations - -
: or;ultancy fees = .
Confracted services 959,200 -
E lec}ricity expenses 2,289,700 B
i ‘ sd‘ance A =
i‘ cslarch and development expenses - -
i ra*l and accommodation allowance 124,750 -
|

I

g]l expenses - -
iciges and permits o .
ouffier and postal services 18,900 -
'nhg and stationery 719,600 =
irdcharges - -
enlexpenses 8 g

| at]r and sewerage costs = =
; kil* development levies - =
i el*hone and mobile phone services 321,600 -
tethet expenses 215,394 -
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Staff training and development

52,200

Subscriptions to professional bodies

14,200

Subscriptions to newspapers periodical,
magazines, and gazette notices

Library books/Materials

Parking charges

Total General Expenses

8,085,165

22. Finance Costs

Borrowings (amortized cost) *

Finance leases (amortized cost)

Interest on Bank overdrafts/Guarantees

Interest on loans from commercial banks

Total finance costs

23. Gain/Loss On Disposal Of Non-Current Assets

Property, plant, and equipment

Intangible assets

Other assets not capitalised (specify)

Total gain on sale of assets

24. Unrealized Gain On Fair Value Investments

Investments at fair value

Total gain
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Notey to the Financial Statements (Continued)

1.5 edical Services Contracts Gains /Losses

ﬂ othprehensive care contracts with NHIF

Hi o}- Comp#ehensive contracts care with NHIF o

“ | ilﬁa Mama Program .

| aiversan Exemptions

| oEI Gain/Loss &

{
LZ mpairment Loss

| Praperty, plant, and equipment

]nq;gible anets

T«ixl impaﬁrment loss -

ash And Cash Equivalents

ent accounts

Oicall deposits

FlF! deposits accounts -

‘ Ot}ers(spec ify)- Mobile money -

| Takal cash and cash equivalents -
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Notes to the Financial Statements (Continued)
a). Detailed Analysis of Cash and Cash Equivalents

27

a) Current account

Kenya Commercial bank

1147479240

752,149

Equity Bank, etc

Sub- total

752,149

b) On - call deposits

Kenya Commercial bank

Equity Bank — etc

Sub- total

¢) Fixed deposits account

Bank Name

Sub- total

d) Others(specify)

cash in hand

Mobile money- Mpesa, Airtel money

Sub- total

Grand total

752,149

28.

Receivables From Exchange Transactions

Medical services receivables

773,625

Rent receivables

Other exchange debtors

Less: impairment allowance

Total receivables

773,625
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m the County Government

Ul]:hsburseh donor funds

tl

Oqler debtgrs (non-exchange transactions)

\I L&s 1mpa

ent allowance

| Tdear

armace

tical supplies

ﬂa_intenalice supplies

Fpod supp‘]ies

nen and[clothing supplies

eaning materials supplies

ey
w2

pp]ies

Hess: proyision for impairment of stocks

Total

S—
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Notes to the Financial Statements (Continued)
31. Property, Plant and Equipment

Cost

At 1July 2020 - - - -
Additions - - - -
Disposals - - - -
Transfers/adjustments . - - -
At 30™ June 2021 = . . %
At 1* July 2021 - - - -
Additions - - - -
Disposals = - - -
Transfer/adjustments B = - -
At 30™ June 2022 - = : .
Depreciation and - - - -
impairment

At 1July 2020 - - - -
Depreciation for the - - - :
year
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e

Disposals - - - - - - a -
Impairment - . - - - - - B
At 30 June 2021 - - - - - - i -
At July 2021 - - - - - - = n
Depreciation - - - - - - - -
Disposals - - - - - - & -
Impairment - - - - - o a -
Transfer/adjustment . - - - - - 2 -
At 30™ June 2022 . - - - - i 2 R
Net book values = - - - - B F =
At 30™ June 2021 - - - - - . ) -
At 30" June 2022 - - - - . = B -
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Notes to the Financial Statements (Continued)

32. Intangible Assets-Software

Cost

At beginning of the year -

Additions -

Additions—Internal development -

Disposal -

At end of the year -

Amortization and impairment

At beginning of the year -

Amortization for the period -

Impairment loss -

At end of the year -

NBV B

33. Investment Property

At beginning of the year -

Additions -

Fair value gain -

Depreciation (where investment property is at cost) -

At end of the year -

34. Trade And Other Payables

Trade payables 773,625

Employee dues -

Third-party payments (unremitted payroll deductions) 5

Audit fee

Doctors’ fee .

Total trade and other payables 773,625
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Nofes to the Financial Statements (Continued)

Refundable Deposits from Customers/Patients

Medical fees paid in advance
Credit facility deposit

Rent deposits

Others (specify) -
Total deposits

f Fed

Balance at the beginning of the year - - - -

Additional Provisions B - - .
Provision utilised - 2
C e due to discount & time value for - : = -
mon
T provisions =

Current Provisions - =
Non-Current Provisions g -
T Provisions . z ¢ 3

37. Finance Lease Obligation

Current Lease obligation -
Long term lease obligation -

Tot%l B :

I
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Notes to the Financial Statements (Continued)

38. Deferred Income

Current Portion B =

Non-Current Portion - =
Total = =

38 (a) The deferred income movement is as follows:

Balance b/f = ~ - -

Additions during the year - - 2 =

Transfers to Capital fund - - - -

Transfers to statement of - & P .
financial performance

Other transfers (Specify) - - . -
Balance C/F - - - -

39. Borrowings

Balance at beginning of the period = =
External borrowings during the year - -
Domestic borrowings during the year - .
Repayments of external borrowings during the year - -

Repayments of domestic borrowings during the year - B

Balance at end of the period = -
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Notes to the Financial Statements (Continued)
39. (a) Breakdown of Long- And Short-Term Borrowings

Current Obligation
Non-Current Obligation
Total

|
!
40. Se#vice Concession Arrangements

Fair value of service concession assets recognized under PPE
Accuinulated depreciation to date - g

Net carrying amount
Service concession liability at beginning of the year - -

Service concession revenue recognized - -
Servike concession liability at end of the year - -
{

|
Hll. Cash Generated from Operations

Adjusted for: 752,149
Depreciation - -
Non-<cash grants received - -
Impairment - -
Gains and losses on disposal of assets - -
Confibution to provisions - -
Conﬁ'ibution to impairment allowance - -
Working Capital adjustments 752,149
Incréase in inventory - -
Increase in receivables - -
Incnjase in deferred income = -
Increase in payables - -
Increase in payments received in advance - -
Net cash flow from operating activities 752,149 -
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Notes to the Financial Statements (Continued)

42. Financial Risk Management

The entity’s activities expose it to a variety of financial risks including credit and liquidity risks and
effects of changes in foreign currency. The company’s overall risk management programme focuses
on the 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 company
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 entity’s financial risk management objectives and policies are detailed below:

(i) Credit risk

The entity has exposure to credit risk, which is the risk that a counterparty 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 limits set by the directors. The amounts presented in the statement of financial position are net
of allowances for doubtful receivables, estimated by the company’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:
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es to the Financial Statements (Continued)

At 30 June 2020

-Recei\{ables from exchange transactions B = . .

Receivables from —non-exchange - - - :
transactions

Bank balances = = = =
Total - = = =
At 30 June 2022 . - - g
Receivbbles from exchange transactions - - : B
Recei\;tbles from —non-exchange - - - -
transactions

Bank balances - - : g

Total - - - -

customers under the fully performing category are paying their debts as they continue trading,
credit risk associated with these receivables is minimal and the allowance for uncollectible
unts that the company has recognised in the financial statements is considered adequate to
any potentially irrecoverable amounts. The entity has no significant concentration of credit
on amounts due

board of management sets the company’s credit policies and objectives and lays down
eters within which the various aspects of credit risk management are operated.

(ii) |Liquidity risk management

ate responsibility for liquidity risk management rests with the hospital’s board of
ement who have built an appropriate liquidity risk management framework for the
gement of the entity’s short, medium and long-term funding and liquidity management
rements. The entity manages liquidity risk through continuous monitoring of forecasts and
cash flows.

table below represents cash flows payable by the company under non-derivative financial
ities by their remaining contractual maturities at the reporting date. The amounts disclosed in

le are the contractual undiscounted cash flows. Balances due within 12 months equal their

ing balances, as the impact of discounting is not significant.
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At 30 June 2022

Trade payables - - = -
Current portion of borrowings - - - -
Provisions - - & 5

Deferred income = = - -

Employee benefit obligation - - - -
Total - - - -
At 30 June 2022
Trade payables - - - -

Current portion of borrowings - - - -

Provisions - - - -

Deferred income B = - -

Employee benefit obligation - - - -
Total - - . =

(iii) Market risk

The hospital has put in place an internal audit function to assist it in assessing the risk faced by
the entity on an ongoing basis, evaluate and test the design and effectiveness of its internal
accounting and operational controls. Market risk is the risk arising from changes in market prices,
such as interest rate, equity prices and foreign exchange rates which will affect the entity’s income
or the value of its holding of financial instruments. The objective of market risk management is
to manage and control market risk exposures within acceptable parameters, while optimising the
return. Overall responsibility for managing market risk rests with the Audit and Risk Management

Committee.
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to the Financial Statements (Continued)

cies are paid after 30 days from the date of the invoice and conversion at the time of
e using the prevailing exchange rate. The carrying amount of the entity’s foreign

cy denominated monetary assets and monetary liabilities at the end of the reporting period
are hs follows:

30 June 2022
Flmncial Lssets (investments, cash, debtors) = - -

ilities
ade and other payables - - =
Bbrrowin - - -

I\F foreign currency asset/(/iability) B = -

l tity mahages foreign exchange risk from future commercial transactions and recognised assets
d abilities by projecting expected sales proceeds and matching the same with expected payments.

AtB0 June 2022
Flhﬁlal assets (investments, cash, debtors)
| Ll;)lhtles
Trlde and ather payables - = =
BJ’I‘megs = 5 =
Nef foreign currency asset/(/iability) - - .
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Notes to the Financial Statements (Continued)

Foreign currency sensitivity analysis

The following table demonstrates the effect on the company’s statement of financial
performance on applying the sensitivity for a reasonable possible change in the exchange rate
of the three main transaction currencies, with all other variables held constant. The reverse

would also occur if the Kenya Shilling appreciated with all other variables held constant.

2022
Euro 10% - -
USD 10% - -
2022
Euro 10% - -
USD 10% - -

Interest rate risk

Interest rate risk is the risk that the entity’s financial condition may be adversely affected as a
result of changes in interest rate levels. The company’s interest rate risk arises from bank
deposits. This exposes the company to cash flow interest rate risk. The interest rate risk

exposure arises mainly from interest rate movements on the company’s deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that

offer favourable interest rates.

Sensitivity analysis

The entity analyses its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. This involves determining the impact on profit or loss of defined rate shifts. The
sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign
exchange rates, remain constant. The analysis has been performed on the same basis as the

prior year.
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Notes to the Financial Statements (Continued)
Using the end of the year figures, the sensitivity analysis indicates the impact on the statement

of financial performance if current floating interest rates increase/decrease by one

rcentage point as a decrease/increase of KShs 0 (2022: KShs 0). A rate increase/decrease of

% would result in a decrease/increase in surplus of KShs 0 (2022— KShs 0).
v)Capital Risk Management
¢ objective of the entity’s capital risk management is to safeguard the Hospital’s ability

continue as a going concern. The entity capital structure comprises of the following

Revaluation reserve

letaineci earnings .
Capital rEserve
otal funds

\
Total boiowings £
SS! ca; and bank balances
et debt/ kexcess cash and cash equivalents)
jearing L
-

Related Party Balances
lated party relationships
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Notes to the Financial Statements (Continued)
i) The National Government;
ii) The Parent Ministry;
1ii) Key management;

1v) Board of directors;

Transactions with related parties

a) Services offered to related parties
Services to Kathiani Level 4 - -
Sales of services to other facilities - -
Total - -

b) Grants from the Government

Grants from County Government - -
Grants from the National Government Entities - -
Donations in kind - -
Total - -

¢) Expenses incurred on behalf of related party

Payments of salaries and wages for employees - -
Payments for goods and services - -
Total - -

d) Key management compensation

Directors’ emoluments - -

Compensation to the medical Sup - B

Compensation to key management - -

Total - =
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Notes to the Financial Statements (Continued)
. Segment Information

4 Contingent Liabilities

Court case against the company

ank gdprantees in favour of subsidiary - &
Total l

( : :

Capital Commitments

4nth0risé:l For

liuthorise]{i And Contracted For - -
tal ‘l

. | Events After The Reporting Period

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

éllltima And Holding Entity

The entity is a State Corporation/ or a Semi- Autonomous Government Agency under the
Mini

+ll‘l‘€ﬂ€

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

of health. Its ultimate parent is the Government of Kenya.

. \ ”
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XVII.  Appendices
Appendix 1: Progress on Follow up of Auditor Recommendations
The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor. We have
nominated focal persons to resolve the various issues as shown below with the associated time frame within which we expect the issues to be

resolved.

Accounting Officer
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APPENDIX 1V: Inter-Entity Confirmation Letter
The Kathiani Level 4 Hospital wishes to confirm the amounts disbursed to you as at 30™ June 2022 as indicated in the table below. Please compare

the amounts disbursed to you with the amounts you received and populate the column E in the table below Please sign and stamp this request in
the space provided and return it to us.

Amounts Disbursed by County Government of Machakos (KShs) as at

Amount Received

30th June 2022 by [beneficiary
entity] Differences
Reference Date | Recurrent (A) Development (B) Inter— Total (KShs) as at 30™ (KShs)
Number Disbursed Ministerial | (D)=(A+B+C) June 2021 (Fy=(D-E)
(©) (E)
Total
In confirm that the amounts shown above are correct as of the date indicated.
Head of Accountants department of beneficiary entity:
INBIE vissasissiosspnsssossnsssnsaingepaonssoannsesonsen SigR «ooeoorsvassiasassoscasasnssassnse Date ccoccirarireencnes
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¢ Relevant Expenditures

Name of the Organization

Telephone Number

Email Address
Name of Medical Supp/MD/Head

Name and contact details of contact person (in case of any clarifications) .....................

Q1 | Q2| Q3| Q4
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APPENDIX VI Disaster Expenditure Reporting Template

Period to
which this
report refers
(FY)

Year

Quarter

Name of
Reporting
Officer

Contact
details of the
reporting
officer:

Email

Telephone

Column [

Column II

Column III

Column IV

Column V

Column VI

Column
VII

Programme

Sub-
programme

Disaster
Type

Category of disaster related Activity that
require expenditure reporting
(response/recovery/mitigation/preparedness)

Expenditure
item

Amount
(Kshs.)

Comments
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