
REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

Enhancing Accountability

REPORT

aq\ or\o\
OF t.,\ I^

-AJt'"1'*
THE AUDITOR.GENERAL

ON

KATHIANI LEVEL 4 HOSPITAL

FOR THE YEAR ENDED
30 JUNE ,2022

COUNTY GOVERNMENT OF MACHAKOS

1.,

tr



a

)
t orFicE Ot

P. 0. 8or 3
TIIE AUDI

0E4 - 00 I OO, NAIR
TOR GEIE

0Bi
RI I,

0

R EGIST RY

I4 JUN ll,?L

RE cELvE e]

KATHIANI LEVEL 4 HOSPITAL

(co[rNTY GOVERNMENT OF MACHAKOS)

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE }'EAR ENDED

3OTH JUNE 2022

red in accordance with the Accrual Basis of Accounting Method under the
International Public Sector Accounting Standards (IPSAS)



II

t

1
zz0z aury ilE papug nal aqJ rctsruauatots lorcuDurl puo uodau pnuuv

$uautuato1 fiuno1 so1ot1:to1q) lqeog t p,te,J luDlrttDy



aT hl

to i Level Hospital (Machakos County Government)
a Report d Financial Statementsfor The Year Ended 3Oh tune 2022

ntents
ntity

rd of Management

emen

nnan'6 Statement

rt of The Chief Executive Officer

nt pf Performance Against Predetermined Objectives

rpo6te Governance Statement

anagdment Discussion and Analysis

il

I t Team

..ul

..vi

.vii

viii

viii

.. ix

..xi

..xi

. xii

xiii

xiv

... I

...3

...5

...6

ronmEntal And Sustainability Reporting

rt of The Board of Management................x
x
x
x
x
x

22.J

x

ment of Board of Management's Responsibilities

tem

em nt of Financial Performance for The Year Ended 30 June 2022

snt of Financial Position as of 30th June 2022

dnt of Changes in Net Asset for The Year Ended 3O June 2022

ent of Cash FIows for The Year Ended 30 June 2022 ..................

e

temlnt Of Comparison of Budget and Actuat Amounts For The Year Ended 30

pen

.8

l0

5l

To the Financial Statements

dlces.... .....

h

v

e

t.

il

t.

il

.]
lnformation and Management..............

s

4

s

ll



Kathfuni Levd 4 Horyitol (Machakos Counq Government)
Annual Reporl and Financial Statementsfor The Year Ended 3F June 2022

Key Entity lnformation 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
efficiant, cquitable, affordable and sustainable health services. The vision ofthe entity is to provide quality,
efficient and affordable health care services that will improve future health benefits to all people.

(c) Key Management
The hospitds management is under the following key organs

* County Deparfinent of Health and Emergency Services
* Accounting Officer/ Medical Superintendent
* Hospital Management Team (HMT)

(d) Fiduciary Management

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

I Medical Superintendent Dr. Mwende Kikolya
2 Head of Finance Jacob Munywoki
3 Head of Supply Chain Tom Muindi
4 Hospital Administrator Alice Nyamai
5 Nursing Service Manager Serah Mwendwa
6 Hospital Manager Naomi Mutua

llt
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Financial Statementslor The Year Ended 3N Jane 2022

ciary Oversight Arrangements
and bodies are assigned fiduciary oversight authority for management of
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Kathiani Levd 4 Horyitol (Machokos Counly Govanment)
Annual Reporl and Financial Stotementslot The Year Ended 3Uh June 2022

(0 Entity Headquarters

P.O. Box 43-90 105
Kathiani Hospital Building
Machakos-Kathiani Road
KATHIANI, KENYA

(g) Entify Contacts

Telephone: (+25 4) 7 22-9 l0 -1 47
E-mail : hospitalkathiani @yahoo.com

(h) Entity Bankers

Kenya Commercial Bank (KCB)

(i) Independent Auditors

Auditor General
Office of Auditor General
Anniversary Towers, Institute Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

0) 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.l996-90100
Machakos Kenya
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Kathiani Lod 4 Horyiul (Machakos Coungt Gtwanncnt)
Annual Report ond Financial Statementsfor The Year Ended 3F June 2022

II. Management Team

Manager l: Dr.Mwende Kikolya
Medical superintended/Accountin g Offi cer

Manager 2: Naomi Mutua Hospital Manager

Manager 3: Serah Mwendwa Nursing Services Manager (NSM)

Manager 4: Alice Nyamai Hospital Administrative Offi cer (HAO)
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R nd Financial Statementsfor The Year Ended 3Uh June 2022

n's Statement

nnan's statement because the board of directors is yet to be formed

f The Chief Executive Officer

to present the Kathiani Level 4 Hospital Financial Statements for the year ended 30h June

in line with the Public Finance Management (PFM) Act, 2012. The Act requires final

ts to be prepared, published, publicized and submitted to the County Assembly, Office

eral, the National Treasury, the Controller of Budget and Commission for Revenue

a period of three months after the end of each Financial Year

Hospital's Statements which have been prepared in line with the requirements of the PFM

present a true and fair view of state of affairs of the County Government of Machakos for
6 June,2022

ternents highlights both qualitative and quantitative user information about the

e hospital based on the revenue received and collected from the county and NHIF or

ent Fund versus numerous expenses incurred in line to promotion of quality health care

financial statements have also enumerated various challenges that the management and

the year. Essentially, the challenges continues to be highlighted to top management and
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Kathfuni Lqel 4 Hospitol (Machokos County Government)
Annual Report and Financial Statementslor The Year Ended 3Uh June 2022

V. Statement Of Performance Against Predetermined Objectives

Section I 64 Subsection 2 (f) of the Public Finance Managemenl Act,20l2 requires the accounting officer

to include in the financial statement, a statement of the County Governrnent entity's perfonnance against

predef ermined obj ecti ves.

Kathiani lcvel Hospitalhas three (3) *rategic objectives within the current Strategic Plan for the FY 2021 -

22.Thew objectives have been identified through a participatory process that reviewed the health priorities

of the Govemor'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 s€rvices

i Strategic partnership with Donors for adequate funding

Kathiani trvel 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 202112022 period for its own strategic pillars, as indicated

in the diagram below:

Maternal health care

services

Provide free

maternal health

care services

Number of

maternal

deliveries

-Surgeries, pre-

natal and post

natal services

-Normal

deliveries

Managed to

achieve 99%ofree

maternal health

care services

Ensure timely

provision of

health care

services to all

patients

Number of in-

patients and out-

patients served

-Treatment of in-

patient and out-

patient

Managed to

improve timely

health care

provision from

650/o to 7 5Yo

lx

Strategic
Piller/Theme/Issues

Objective Key
Performance
Indicators

Activities ,\ch ier ements

Affordable and timely

health care services



tu 4 (Muc hakos C ou ngt G over nment)
Financtal Statementsfor The Year Ended 3Ah June 2022

:rship Conduct

sensitization and

reseiuch in order

to attract donors

Number of

donors offering

financial support

-Collaboration

with donors

Managed to

partner with

DANIDA and

Red-Cross
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Kathhni Levd 4 Hospitol (Mochokos County Govonnent)
Annual Report and Financial Sntementsfor The Year Ended 3Ah June 2022

VI. CorporateGovernanceStatement

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
Managcrnent (PFM) regulations 20l5.Currently, the operations of the facility are managed by transfers
fiom 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 disbursernent
offunds from the County Treasury and large patients work loadvs available workforce.

Kathiani l*vel 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 ofpatients 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 planningfimplementing. The hospital is planning
to implement the following projects

a. Overhauling the plumbing system of the hospital
b. Renovating and painting the whole hospital
c. Planting trees around the hospital and open spaces
d. Renovation and maintenance of 3 mortuary chambers
e. Construction of incinerator
f. 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
immediately for smooth operations and quality health care services include;

I Operational costs emanating from faulty and out-dated medical equipment.
} Market risks resulting from competition from private sector offering quality health care

services
l Credit risk emanating from long outstanding pending bills
) Delayed Cashflow from County Treasury
) Over stretched work force in some sections within the facility.

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
Governmelt. However, the facility has long outstanding pending bills which should be paid.

xt



v

c

al

St

o

o

c

lu Let'el 4 (Mac hakos C ou ngt G over n me nt)
o Repofl d Financial Statementsfor The Year Ended 3F June 2022

tal And Sustainability Reporting

Hospital exists to transform lives. It's what guides us to deliver our strategy, putting the

t, delivering health services, and improving operational excellence. Below is an outline

's policies and activities that promote sustainability;

abilily strategt and proJile

ent through the Medical superintendent or the accounting officer has collaborated with

5 hospital and the top management to ensure quality medical services are offered to our

the international standards set by World Health Organization (WHO)

nmental performance

the process of developing world class environmental policy that will promote E-cycling

id health hazards that can negatively affect our clients and staff. However, financial

egatively impacted on such ideas.

ee weWore

ofthe medical practitioners and other staffis conducted by County Public Service Board

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

s is 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

)

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

n promoting re-afforestation within Kathiani Sub-county

T

tu

S

Level

tizen fi

anag

s Leve

al isi

have

g proce

of rol

OSHA

KWS)

ron

En

rsa

das

toa

tron

ehly

srs

xll

ln

tv) Clrporote Social Responsibility / Community Engagements
I

kvel { Hospital has conducted numerous CSR activities during the year on free- cancer and
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Kuthfuni Levd 4 Hospitol (Machakos County (iovonnent)
Annual Reporl and Financial Statementsfor The Year Ended 3N 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 resrlts 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

A u ditors

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 ofthe entity for the yearlperiod 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 ofthe Board

w+
Dr. Mwende Kikolya
Medlcal Saperitendent

xl ll
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t of Board of I\Ianagement's Responsibilities

e Public Finance Management Act, 2012 requires the Board of Management to prepare

ts in respect of that entity, which give a true and fair view of the state of affairs of the

ofthefinancialyear/periodandtheoperatingresultsofthe entityfor thatyear/period.The
ement is also required to ensue that the enltty lssps proper accounting records which

sonable accuracy the financial position of the entity The council members are also

e-quar ding the assets of the enllly

gement is responsible for the preparation and presentation of the entity's financial
give a trtre and fair vrew of the state of affairs of the entity for and as at the end of the

eriod) ended on June 30, 2022. This responsibility includes: (i) maintarning adequate

ent arangements and ensuring that these continue to be effective throughout the
(ii) maintaining proper accounting records, which disclose with reasonable accuracy at

cial position of the entity, (iii) designing, irnplementing and maintaining internal controls
eparation and fair presentation of the financiai statements, and ensuring that they are free
sstatements, whether due to error or fiaud, (iv) safeguarding the assets ofthe entity, (v)
llng appropriate accounting policies, and (vi) making accounting estimates that are

clrcrur stances

agement accepts responsibility for the entiy''s financial statements, which have been

onnl ty with Intemational Public Sector Accowrtrng Standards (IPSAS), and in the manner
FM Act, 2012.The Board members are of the opinion that the entit,''.t financial statements

ir view of the state of enlitv's transactions during the financial year ended June 30,2022,
financial position as at that date. The Board rnembers further confinn the completeness of
rds maintained for lhe entity",which have been relied upon in the preparation of the entity's

ts as well as the adequacy of the systems of intemal financial control

e to the attention of the Board of management to indicate that the entity tvill not remain a
at least the next twelve months from the date of this statement

financial statements

cial statements were approved by the Board on L and signed on its

kturff
Name:Dr. Mwende Kikolya
Accounting Officer

gement
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PORII OF THE AUDTTOR-GENERAL ON KATHIAN! LEVEL 4 HOSPTTAL FOR
E YEAR ENDED 30 JUNE, 2022. COUNTY GOVERNMENT OF MACHAKOS

EAMBLE

B

C

aw yoyr attention to the contents of my report which is in three parts:
I

Reporl on the Financial Statements that considers whether the financial statements
are fafly presented in accordance with the applicable financial reporting framework,
accouirting standards and the relevant laws and regulations that have a direct effect
on ther financial statements.

I

Report on LaMulness and Effectiveness in Use of Public Resources which considers
compllance with applicable laws, regulations, policies, gazette notices, circulars,
guidelfres and manuals and whether public resources are applied in a prudent,
efficierft, economic, transparent and accountable manner to ensure, that the
Goverfment achieves value for money and that such funds are applied for the
intendfd purpose.

I

Repo( on Effectiveness of lnternal Controls, Risk Management and Governance
which ponsiders how the entity has instituted checks and balances to guide internal
operatlons. This responds to the effectiveness of the governance structure, the risk
managBment environment and the internal controls, developed and implemented by

e

f

hose oharged with governance for orderly, efficient and effective operations of the
ntity

n unmodified opinion does not necessarily mean that an entity has complied with all
el vant l{ws and regulations and that its internal controls, risk management and
o ernance systems are properly designed and were working effectively in the financial
e

h

r under review

threQ parts of the report are aimed at addressing the statutory roles and
onsibif ities of the Auditor-General as provided by Article 229 of the Constitution, the
lic Fin{nce Managemenl AcL,2012 and the Public Audit Act, 2015. The three parts
e repqrt, when read together constitute the report of the Auditor-General.

u

E ORT ON THE FINANCIAL STATEMENTS

ve audited the accompanying financial statements of Kathiani Level 4 Hospital -
nty Gqvernment of Machakos set out on pages 1 to 51, which comprise of the

t of the fluditor-Ceneral on Kathiani Level 4 Hospital for the year ended 30 June, 2022 - County Governmenl

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

ln my opinion, except for the 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 lnternational Public Sector Accounting
Standards (Accrual Basis) and comply with the Public Finance ManagementAct, 2012,
the County Governments Act, 2012, the Health Ac|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.

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

2. Unconfirmed lnventories 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.

ln 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, 202 2 - County Government
of Machakos
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ln titutions (lSSAls). I am independent of the Kathiani Level 4 Hospital Management in
a ordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical responsibilities
tn accordance with the ISSAI and in accordance with other ethical requirements
a licable to performing audits of financial statements in Kenya. I believe that the audit
e dence I have obtained is sufficient and appropriate to provide a basis for my qualified

nron

K Audit Matters

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

K
SI

re ort in the year under review

ORT I ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
OURCES

clusion

e
n

S

rmed, except for the matters described in the Basis for Conclusion on Lavyfulness
Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
has oome to my attention to cause me to believe that public resources have not

e n applied lawfully and in an effective way

a is for Conclusion

Late Submission of Financial Statements

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

h

e tatutory deadline of 30 September, 2022. This was contrary to Section 47(1) of the
itted fo the Office of the Auditor General on 03 March,2023, five (5) months after

ic Audit Act,2015 which states that the financial statements required under the
titution, the Public Finance ManagemenlAcl,2012 and any other legislation, shall

ubmitt$d to the Auditor-General within three (3) months after the end of the fiscal
to which the accounts relate.

T

the circumstances, the accuracy and completeness of employee costs of
hs.1 ,876,400 could not be confirmed.

e audil was conducted in accordance with lnternational Standards of Supreme Audit

circumstances, Management was in breach of the law

u
o

a

t

il

entifi4ation, Collection and Accounting for Own Generated Revenue

e statement of financial performance reflects rendering services - medical services
co e of Kshs.9,093,321 as disclosed in Note 11 to the financial statements. The

ing unsatisfactory matters were however noted:-

of the A{ditor-General on Kalhiani Level 4 Hospital for the year ended 30 June, 2022 - County Government
hakos Ilro

ln
Ki

o{

required by Article 229(6) of the Constitution, based on the audit procedures



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.

2.3 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.

ln 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;

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

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.

(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.

Report of the Auditor-General on Kathiani Level 4 Hospitalfor the year ended 30 June, 2022 - County Government
o/ Machakos

4
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(iv)Paragraph one on statement of Board of Management responsibilities refers to
Council members instead of Board members.

(vi) The date is indicated as 30 June, 20XX under paragraph on subsequent events
al 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.

the circumstances, Management was in breach of the law

Lack of a Board of Management

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

the circumstances, Management was in breach of the law.

Deficlencies in lmplementation of Universal Health Coverage

view of Hospital records and interviews on verification of services offered, equipment
ed an med Ca p m n n 2024 re ea ed

the oS ta d d not mee he requ remen ts of Kenva oU a ty Mode fo Hea h Po cy
d
H

S eC a Sts n e HoSp a a e e o a ud it Apht t th t f
p tt I

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

ddition, the Hospital lacked the necessary equipment and machines outlined in the Health
icy Guidelines as detailed below;

p

o

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

ln

P

5

taff
,equirements

Level 4
Standard

Number h
Hospital Variance

Percentage
oflo

I\ ledical Officers 16 6 10 63
I ,nesthesiologists 2
( ieneral Surgeons 2 1 1 50
( iynecologists 2 0 2 100
F ediatrics 2 1 1 50
t tadiologists 2 0 2
I
(
t-

enya Registered
rommunity
ealth Nurses

75 51 24 32

't otal

akot

(v) Pdges 2 and 3 indicate that the notes to the financial statements are at pages 25
to 39 instead of 25 to 50.
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Service
Level 4
Hospital
Standard

Actuals
ln the

Hospital Variance
Percentage

o,to

New Born Unit lncubators 5 2 3 60
Functional ICU Beds b 0 6 100
High Dependency Unit (HDU)
Beds 0 6 100

Renal Unit with At least 5
Dialysis Machines 5 0 100

Two Functional Operational
Theatres-Maternity & General 2 1 1 50

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.

ln 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 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, except for the matter described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I 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. ln 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 Hospitalfor the year ended 30 June, 2022 - County Government

of Machakos

6

b

5



n

2

R
U
H

a
o
S

m

s

n

o

T
r

SSCp

stances, the existence of an effective mechanism to safeguard assets could
med

lneffective lnterna! Audit Unit

view of the Hospital's governance system revealed that it relied on the lnternal Audit
it (lAU) of the County Government of Machakos since it had not established its own.

ever, during the year under review, the lnternal Audit Unit (lAU) did not carry out
audits on the operations of the Hospital. This was contrary to Regulation 153(1)(a)

lic Finance Management (County Governments) Regulations, 2015 which
lnternal auditors shall review and evaluate budgetary performance, financial
nt, transparency and accountability mechanisms and processes in county
t entities, including County Assembly

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

audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
uire that I plan and perform the audit to obtain assurance about whether effective

ope
S

ra
and systems of internal control, risk management and overall governance
ting effectively, in all material respects. I believe that the audit evidence I have

b ined is sufficient and appropriate to provide a basis for my conclusion

ponsibilities of Management and those Charged with Governance

agement is responsible for the preparation and fair presentation of these financial
ta ments in accordance with lnternational Public Sector Accounting Standards
A 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

fi ternal control, risk management and governance

repan ng
ab
lity

ility to sustain its services, disclosing, as applicable, matters related to
the financial statements, Management is responsible for assessing the

of services unless the Management is aware of the intention to terminateU

o

e

ital's
inabi
ospital or to cease operations

a agement is also responsible for the submission of the financial statements to the
u tor-General in accordance with the provisions of Section 47 of the Public Audit Act,

10

C

dition to the responsibility for the preparation and presentation of the financial
men scribed above, Management is also responsible for ensuring that thets de

finan
ance

ties, cial transactions and information reflected in the financial statements are
mpli

p in an effective way

o echarged with governance are responsible for overseeing the Hospital's financial
process, reviewing the effectiveness of how the Management monitorsp tng

of the Afiditor-General on Kathiani Level 4 Hospitat for the yeor ended 30 June, 2022 - County Government
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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 lSSAls
will always detect a material misstatement and weakness when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1Xa) 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 lSSAls. A material
weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.

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

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

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

Conclude on the appropriateness of the Management's use of 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. 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 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

btain sufficient appropriate audit evidence regarding the financial information and
usiness activities of the Hospital to express an opinion on the financial statements

erform such other procedures as I consider necessary in the circumstances

municate with the Management regarding, among other matters, the planned scope
n timing of the audit and significant audit findings, including any significant deficiencies

rnal controls that are identified during the audit

al o provide Management with a statement that I have complied with relevant ethical
q irements regarding independence and to communicate with them all relationships

nd other matters that may reasonably be thought to bear on my independence and
applicable, related safeguards
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bi
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tement of Financial Performance for The Year Ended 30 June 2022I.

fro m non-exchange transactions
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hiani 4 Hospilol (Machakos County Government)
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t out on pages 25 to 39form an integral part of the Annual Findncial Statements.)

's financial statements were approved by the Board on

do Fina nce

anagemen t ICPAK No:22427

6lt and signed

Medical Su perintendent

ces contracts Gains/Lossescal 25

rpalrrnel t loss

rin on fc rrei gn exchange transactions

T rtal othr :r gains/(losses)

N rt Surpl us for the year 752,149

AI tributab le to

St rplus/(d zficit) atfrlbutable to minority interest (,
Su rplus atl ributable to owners of the controlling entity

752,149
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rd of
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2
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Kuthioni Level 4 Hospitol (Machokos County Government)

Annual Report and Financial Stotementslor The Year Ended 3Uh June 2022

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

Assets

Current assets

Cash and cash equivalents 27 752,149

Receivables from exchange transactions 28 773,625

Receivables from non-exchange transactions 29

Inventories 30

Total Current Assets 1,525,774

Non-cu rrent assets

Property, plant, and equipment 3t

Intangible assets 32

lnvestment property 33
'f otal Non-current Assets

Total assets 1,525,774

Lielilities
Current liabilities
Trade and other payables 34 773,625

Refundable deposits from customerVPatients 35

Provisions 36

Finance lease obligation 3l
Current portion of deferred income 38

Current portion of borrowings 39

Total Current Liabilities 773,625

Non-cu rrent liabilities
Provisions 36

Non4urrent Finance lease obligation 37

Non{urrent portion of deferred income 38

Non - Current portion of borrowings 39

Service concession liability 40

'fotal Non-current liabilities
'Iotal Liabilities 773,625

Description Notes 202U22

Kshs

2020t2t

Kshs
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CS t out on pages 25 to 39.form an integral part of the Annual Financial Satements.)

's financial statements were approved by the Board on
by:

b and signed

rman H of Finance
of gement ICPAK No:22427

Medical Su ent

An 'ul Re

Nr I Nssets

Re rluatior l reserve

Ac rmulat :d surplus/Deficit 752,149

)lCa tal Fur d

To lNetr \ssets and Liabilities
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Kothfuni l-oel 4 Hospilal (Machakos CounA Govern
Annual Report and Finqncial Statements lor The Year Ended 3 June 2022

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

The Hospital's financial statements were approved by the Board on
on its behalfby:

and signed

Chairman
Board of Management

H of Finance
ICPAK No:.22427

Medical perintendent

As at July 1,2020

Revaluation gain

Surpluv(deficrrl for the year

Capital/Development grants

As at June 30, 2021

At July l,2OZl
Revaluation gain

SurpluV(deficit) for the year 752,149 752,,149

Capital/Development grants

At June 30,2022 752,119 752,149

5

t/6t2(

Revaluation
reserae

Accumulated
surplus/Deficit

Capital
Fund Total



4 Hospital (Machakos Coungt (iovern

and Financial Statementsfor The Year Ended 3Uh June 2022

t of Cash Flows for The l'ear Ended 30 June 2022

An alR

ltv

Cr r flow l from operating activities

Rr eipts

Lsfers fTr rom the County Government 4,000,000

Gr rts fror donors and development partners

Tr rom other Government entities

lc conl butions and donations

Re rdering of services- Medical Service Income 9,093,321

/<Re nue rent of facilities

Fir ance / ir rterest lncome

ot .er recei pts(specify)
'fo I Recr ipts 13,091,321

Pa rments

Mr

En ployee < osts 1,876,400

Bo dofM anagement Expenses

Re ralrs an( mar ntenance 388,460

Gn nts and subsidies

Ge r€ral exl |enses 8,085.I 65

Fin u:lce cos tS

Ret Llt rds pa d out

To 12,341,172

Ner cash fl( rws from operating activities 4l 752,149

Car h flows from investing activities

Pur :hase of property, plant, equipment, & intangible assets (-) o
Pro ;eeds fr< lm the sale of property, plant, and equipment

Acr G) (-)
\el cash flr rws used in investing activities G) (-)

-a h flows fro m financing activities
)ro eeds frr rm borrowings

lel ryment rf borrowings G) (-)
at tal gran ts received

\'el fl ws used in financing activities G) (-)

6

/
-1

t)l scriptiri 202v22

KshsNote

2020tzt

Kshs

il

fical/Cllnical costs I ,991,147

iel Paybents

uisition lof investments

cash



Kuthitni l.eyd 4 H oqtitol (Mochukos Counly Governmenl)
Annual Reporl and Financiol Statementsfor The Yeor Ended 3Oh June 2022

Net increase/(decrease) in cash and cash equivalents 752,149 (-)
Cash and cash equivalents at I July 27

Cash and cash equivalents at 30 July 27 752,149

The notes set out on pages 25 to 39 form an integral part ofthe Ann Financial Statements. The
Hospita.l's financial statements were approved by the Board on
its behalf by:

and signed on

Chairman
Board of Management

Head Finance
ICPAK No:22427

Medical perintendent

7



oycrn

an moun or e ear Ended 30 June 2022

a b c{a+b) d e=(cd) f=dJ c"/"
Kshs Kshs Kshs Kshs Kshs

Revenue
Transfers from the County Government 4000,000 4000,000 4,000,000 1007;
Grants from donors and development
partners

0%

0 o/o

Public contributions and donations 0%
Rendering of services- Medical Service
Income

9,093,321 9,093,321 9,093,321

Revenue from rent of facilities 0 o/o

Finance / interest income 0 o/o

Other receipts (spe ctfu)
0%

Total income 13,845,470 13,845,470 13,845,470 100%
Expenses
Medical/Clinical costs I ,99t,147 I ,991,t47 1,991,t47 100 %
Employee costs 1,876,400 I,876,400 1,876,400 100%
Remuneration of directors 0%
Repairs and maintenance 388,460 388,460 388,460 100%
Crrants and subsidies 0Yo
General expenses 8,085,1 65 8,085,1 65 8,085,165 100 %
Finance costs 0 o/o

Refunds 0 o/o

Surplus for the period 152,149 752,149 752,149
Capital expenditure 0%

I

I I

I

R

.4nnusl Report at d Financiol Stolements for The Year Ended lUh June 2022

Desc ription Original
budget

Adjustmen
ts

Final
budget

Actual on
compa ra bl

e basis

Performan
ce

difference

Y" ol
utilisati

on

Transfers from other Government entities

100%



Kuthioai Levcl 4 Hospital (Machukos Cou nty Governmenl)

Annunl Report ond Financiol Stotements for The Year Ended 3Uh June 2022

The notes set out on pages 25
were approved by the Board on

Chairman
Board of Management

to 39 integral part of the Annual Financial Statements. The Hospital's financial statements
and signed on its behalf by

Head of Finance
ICPAK No:22427

Il'tedical Su rintendent

I
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,h I-ewl Hospital (Machukx County Gowrnment)
R and Financial Statements or The Year Ended 3Uh June 2022

N To the Financial Statements

Gene I Information

ani lrv l4 entity is established by and derives its authority and accountability from Gazette Notice

No 267 and County Government Act no. 17 of 2012. The entity is wholly owned by the

nt f Kenya and is domiciled in Kenya. The entity's principal activity is rendering mcdical

public

Sta nt Of Compliance And Basis Of Preparation

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

am ts of certain items of property, plant, and equipment, marketable securities and financial

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

ned I bilities at their present value. The preparation of financial statements in conformity with

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

management to exercise judgernent in the process of applying the entity's ,rccounting

s. Th

es are

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

significant to the financial statements, are disclosed. The financial statements have been

presented in Kenya Shillings, which is the functional and reporting currency of the entlty.

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

Ac ng Standards (IPSAS). The accounting policies adopted have been consistently applied to

vears sented

Ado on ofNew and Revised Standards

Bde the application date of standards from l't January 2022 owilg to Covid 19. This was

to pro de entities with time to effectively apply the standards. The defenal was set for 1 'r January

and

l0

i

(

I

I
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Kathiani l-et el 4 Hospilal (Machakx Coanly Governncnt)
Annual Reporl and Financial Statements for The Year Ended 3(lh June 2022

Notes to the Financtal Statements (Continued)

l. New and amended standards snd interpretations in issue but not yet effective in the year ended

30 June 2022.

IPSAS4I:

Financial

Instruments

AppliceHe: l"' Jenuary 2023:

The objective ofIPSAS 41 is to establish principles for the financial reporting of
financial assets and liabilities that will present relevant and usefrrl 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 sing;le 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

arranSements 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 The objective ofthis 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 stdements 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

Applicable: I'r January 2023

lt
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Let el Hospital (Machakx Coung (iover nment)

lRe and Financial Statements The Year Ended 30h June 2022

(c) The impact ofsuch social benefits provided on the Entity's {inancial performance,

financial position and cash flows.

tur

off

resl

IPS

Fin

InS

:ndmen

rutnents

to

Iting

sI IPS

AS 4I.

mcial

Applicable: lst Jonuary 2023:

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

of borrowing costs which were inadvertently omitted when IPSAS 4 I was

issued.

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.

Amendments to IPSAS 33, to update the guidance on classifring financial

instruments on initial adoption of accrual basis IPSAS which were inadvertently

omitted when IPSAS 4l was issued.

Ith
mp

PS

to

\S

)r

'ovem

Applicable ln January 2023

o 1P.VS 22 Disclosure of Financial Information about the General Government

SecIor.

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

: IPSAS 39: Employee Benefits

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

IPSAS.

o IPSAS 29: Financid instrumenh: Recognition end Meesurcmcnt

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.

PS rS 43 Applicable l"t lanuary 2025

The standard sets out the principles for the recognition, measurernent, presentation,

and disclosure ofleases. 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

t2



Kathiani Let el 4 Hospilal (Mochakos Coungt Governmenl)
Annual Report and Financial Statements for The Year Ended 3(lh June 2022

leases have on the financial position, financial performance and cashflows ofan

Entity.

The new standard requires entities to recognise, measure and present information on

right ofuse assets and lease liabilities.

IPSAS 44: Non-

Current Assets

Held for Sale

and

Discontinued

Opaations

Applicable Iil January 2025

The Standard requires,

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

lower of carrying amount and fair value less costs to sell and the deprecidior od

such ass€ts to cease and:

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

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

presented separately in the statement of financial performance.

4

u

Summary Of Significent Accourting Policies
a) Revenue recognition

i) Revenue from non-erchange tnnsrctions

Tratrsfers from other Government cntities

Revenues from non-exchange transactions with other govemment entities are measured at fair value and

recognized on obtaining control of the asset (ca.sh, goods, semices, and property) if the transfer is free

from conditions and it is probable that the economic benefits or service potential related to the assct will
flow to the entity and can be measured reliably.

t3

Early adoption of standards

The entity did not early - adopt any new or amended standards in the year 202l-2022
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nc ia I Statemen ts (Continu ed)

erchenge transrctions
services

gnizes revenue from rendering ofservices by reference to the stage of completion when the

transaction can be estimated reliably. The stage of completion is measured by reference to

urred to date as a percentage of total estimated labour hours. Where the conhact outcorne

ured reliably, revenue is recognized only to the extent that the expens€s incurred are

the sale of goods is recognized when the sigrrificant risks and rewards ofownership have

d to the buyer, usually on delivery of the goods and when the arnount of revenue can be

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

I flow to the entity

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

ugh the expected life ofthe financial asset to that asset's net carrying amount. The method

ld to the principal outstanding to determine interest income for each period

imilar distributions must be recognized when the shareholder's or the entity's right to receive

blished

arising from operating leases on investment properties is accounted for on a straight-line

goods

La,el 4 Hospilal (Macfukus Coung Govemmenl)

lease terms and included in revenue.

I
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Ksthiani Let el 4 Hospitul (Machukos Coanty Oowrnment)
Annual Report and Financial Statements for The Year Ended 30h June 2022

Notes to the Financial Stuenrents (Continued)

b) Budget information
The original budget for Fy 2021-2022 was approved by County Assembly on 30n 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 202l-2022 budget following the County

Assembly's approval. The entity's budget is prepared on a different hasis 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 staternsnts were recast frqn the accnral

basis to the cash basis and reclassified by presentation to be on the same basis as the approved budget.

A comparison ofbudget and actual amounts, prepared on a comparable basis to the approved budget, is then

preserted in the statement of comparison of budget and actual arnounts. 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 dre approved budget. A

statenrcnt to reconcile the actual amounts on a comparable basis included in the statement of comparison of
budge and actual amounts and the actuals as per the statement oflinancial performance has been presented

under section 0 ofthese financial statements.

t5



Let el Hospital (Machakx (\runty Government)
IR und Financial Slatemenls The Year Ended 3Uh June 2022

to the na nc ial Stat em ents (Cqntinu ed)

Tax
tax/ V luc Addcd Tax

assets are recognized na ofthe amount of sales ta:q except:

the sales tax incurred on a purchase ofassets or services is not recoverable frorn the taxation

an

ty, in which case, the sales tax is recognized as part ofthe cost of acquisition ofthc asset or

of the expense itenr, as applicable.

wt receivables and payables are stated with the arnount of sales tax included. The net amount

ofsal tax recoverable from, or payable to, the taxation authority is included as part ofreceivables

or pa es in the statement of financial position

Inves ent property

ent es are measured initially at cost, including transaction costs. The carrying amount

the lacernent cost of components of an existing investment property at the time thafi cost is

if recognition criteria are met and excludes the costs of day+oday maintenance of an

erty.tp
pro acquired through a non-exchange transaction is measured at its fair value at the date of

Su uent to initial recognition, investment properties are measured using the cost model and

iated er a period ofs everal yets.Investment properties are derecogrized either when they have

sposed f or when the investrnent property is permanently withdrawn from use and no future

bene t or service potential is expected from its disposal. The difference between the net disposal

and carrying amount of the asset is recognized in the surplus or deficit in the period of de-

sfers are made to or from investment property only when there is a change in use.

pcrty plant and equipment

t and equipment are stated at cost less accumulated depreciation and impairment losses

ture that is directly atkibutable to the acquisition of the iterns. When significant parts

,pl t and equipment are required to be replaced at intervals, the entity recognizes such parts

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

ls its cost is recognized in the carrying amount of the plant and equipment as a

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

or de cit as incurred. Where an asset is acquired in a non-exchange hansaction for nil or nominal

ont asset is initially measured at its fair value

Whe

as

on. T

S

to the nanc ial Statenents (Continued)
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Annual Report and Financial Statements lor The Year Ended 30h June 2022

f) Lcases

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

lcase at the fair value of the leased property or, if lower, at the present value of the future minimum lcase

paymerts. The Entity also recogrizes 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 ofinterest on the remaining balance ofthe liability. Finance

charges ue recognized as finance costs in surplus or deficit.

An asset held under a finance lease is depreciated over the useful life ofthe asset. However, ifthere is no

reasonable certainty that the Entity will obtain ownership ofthe asset by the end ofthe lease term, the asset

is dcprcciated 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

ofthe 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.

Intangible assets acquired separately are initially recognized at cost. The cost ofintangible assets acquired

in a non-exchange tansaction is their fair value at the date ofthe exchange. Following initial recognition,

iltengrble assets are carried at cost less any accumulated amortization and accumulated impairment losses.

Internally generated intangible assets, excluding capitalized development costs, .re not capitalized and

expenditure is reflected in surplus or deficit in the period in which the expenditure is incurred. The useful

life ofthe intangible assets is assessed as either finite or indefinite

l7

Kathioni Level 4 Hospital (Machakos County (iwernment)

g) Intangible assets



Let el H ospilal (Machakas ('ou nty G orernmenl)
lRe and Financial Statements The Year Ended 30h June 2022

to the nanc ial Statements (Continued)

esea and development costs

trty research costs as incurred. Development costs on an individual project are recogtized

gible assets when the Entity can demonshate

The ical feasibility ofcompleting the asset so that the asset will be available for use or sale

Its i tion to complete and its ability to use or sell the asset

The will generate future economic benefits or service potential

The av lability of resources to complete the asset

ng rn tial recognition of an asset, the asset is carried at cost less any accumulated amortization

ul d impairment losses. Amortization of the asset begins when development is complete and

lable for use. It is amortized over the period ofexpected future benefit. During the period

t, the asset is tested for impairment annually with any impairment losses recognized

surplus or deficit.

e

rs

ately

recot

cial asi

ed as

ts

financi

instruments

ts

gnition and measurement

sas within the scope of IPSAS 29 Financial Instruments: Recognition and Measurement are

financial assets at fuir value through surplus or deficit, loans and receivables, held-tomaturity

or available-for-sale financial assets, as appropriate. The Entity determines the classification

al assets at initial recogrition.

:eceivables

;ceivables 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 metho( less impairment. Amortized cost is

y taking into account any discount or premium on acquisition and fees or costs thal are an

of the effective interest rate. l,osses arising from impairment are recogrized in the surplus

end

and

I8

ffre a$ty to measure reliably the expenditure during development.

quoted

part



Kathiani l.et'el 4 Hospilul (Macha*os County Gaernmcnt)
Annual Report and Financial Statements for The Year Ended 3Uh June 2022

Noles to the Financial Statements (Continued)

Hel&tematurity

Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified

as held to mahrity when the Entity has the positive intention and ability to hold it to maturity. After

initial mcasurement, 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 ofthe effective interest rate. The losses

arising from impairment are recogrized in surplus or deficit.

lmprlrmenf of flnanclal assets

The Eutity 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 i{, and only if, there is objective evidence of impairment as a result of one or more events that

have occurrcd after the initial recognition of the asset (an incurred 'loss cvent') and that loss event has

an irnpact on the estimated future cash flows of the financial asset or the entity of financial assets that

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

! The debtors or an entity ofdebtors are experiencing significant financial difEculty

> Default or delinquency in interest or principal payments

I 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

lnitirl recognition and measurement

Financial liabilities within the scope oflPSAS 29 are classified as financial liabilities at fair value through

surplus or deficit or loans and bonowings, as appropriate. The Entity determines the classification of its

financial liabilities at initial recognition.

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

directly attributable transaction costs.

l9
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to the nancial Statements (Continued)

s and rrowing

initial gnition, interest-bearing loans and borrowings are subsequently measured at amortized

ng th effective interest method. Gains and losses are recogrized in surplus or deficit when thee

derecogrized as well as through the effective interest method amortization process

is calculaled by taking into account any discount or prernium on acquisition and fees or

integral part of the effective interest rate

lnveotories

ls fireasrrea at cost upon initial recognition. To the e]itent that inventory was received through
I

p transactions (for no cost or for a nominal cost), the cost ofthe inventory is its fair value at

tqusltlon.

chang

of a(

in bringing each product to its present location and conditions are accounted for as follows

Raw nlaterials: purchase cost using the weighted average cost method

Finish{d goods and work in progress: cost of direct materials and labour, and a proportion of
g overheads based on the normal operating capacity, but excluding borrowing co$s

I

Aqer initial recognition, invcntory is measured at the lower cost and net realizable value.
I

ever, tolthe extent that a class of inventory is distributed or deployed at no charge or for a nomind

.. n.l

that 
I

t e!
lass ofinventory is measured at the lower cost and the current replacement cost.Na realizable

estimated selling price in the ordinary course of operations, less the estimated costs of
pletion

ized t"
Fs

d the estimated costs necessary to make the sale, exchange, or distribution. Inventories are

an expense when deployed for utilization or consumption in the ordinary course of
olls

i) s

SIONS recognized when the Entity has a present obligation (legal or constructive) as a result ofa
event, is probable that an outflow ofresources embodying economic benefits or service potential

b€ d to settle the obligation and a reliable estimate can be made of the amount of the obligfion

the tity expects some or all of a provision to be reimbursed, for example, under an insurance

reimbursernent is recognized as a separate asset only when the reimbursernent is virtually

Hospital (Machakx County Got ernment)

o[ttre Entity.

20



Kathiani Level 1 Hospital (Mdchakos Coung Gowrnment)
Annual Report and Financial Statements for The Year Ended 30h June 2022

Notes to the Finqncial Stuements (Continued)

The expense relating to any provision is presented in the staternent of financial performance net ofany
reimbursement.

Contingent liebilities

The Entity does not recogrrize a contingent liability, but discloses details ofany contingcncies in the notes

to drc fttancial statements, unless the possibility of an outflow of resources embodying economic benefits

or seryice potential is remote.

Contingcnt assets

The Entity does not recogtize a contingent asset, but discloses details ofa possible asset whose existence

is cortingent qr 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 e appropriately reflected in the financial statements. If it has

becomc virtually certain that an inflow of economic benefits or seryice potcntial will arise and the asset's

value can bc 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 rcserves

The Entity creates and maintains reserves in terms of specific requirements.

l) Changcs in accounting policies and estimates

The Entity recogrizes the effects ofchanges in accounting policy retrospectively. The effects ofchanges

in accounting policy are applied prospectively ifretrospective application is impractical.

m) Employee benefits

Rctircocnt bercfi t plens

The Entity provides retirernent benefits for its ernployees and directors. Defined contribution plans are

post'cmployment 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 odrer than defined-contribution plans. The defined benefit funds are actuarially valued tri-annually

on ft€ projected unit credit method basis. Deficits idmtified are recovered through lump-sum pqrnents

or increased firture contributions on a proportional basis to all participating employers. The contributions

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

2t
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Level H ospital ( Mac fuka Cou nty G aer nment)
R and Financial Statements 0r The Year Ended 3Uh June 2022

t0 the n anc ia I Stat ements (Con tin u ed)

For currency transactions

tons in foreigrr currencies are initially accounted for at the ruling rate ofexchange on the date of
sactl Trade creditors or debtors denominated in foreign currency are reported at the statement

sition reporting date by appllng the exchange rate on that date. Exchange differences

from e seftlement of creditors, or from the reporting of creditors at rates different from those at

ere initially recorded during the period, are recogrized as income or expenses in the period

ch th

ing costs

c "{nt. "r" 
capitalized against qualifying ass€ts as part ofproperty, plant and equipment. Such

l

c{sts are capitalized over the period during which the asset is being acquired or constructed

o gs have been incurred. Capitalization ceases when construction of the asset is complete

bon{wing costs .ue charged to the statement of financial performance.

Rcte{cd portieg
I

tiV rfaras a related party as a p€rson or an entity with the ability to exert control individually or

y, or tolexercise significant influence over the Entity, or vice versa. Members of key management

related parties and comprise the directors, the CEO/principal and senior managers

q) sc e concession arrangements

I

tV afalyses all aspects of service concession arrangements that it enters into in deterrmining the

te fccounting treatsnent and disclosure requirements. In particular, where a private party
I

butcs air asset to the arrangement, the Entity recognizes that asset when, and only wheq it controts

t what

cial e tlement or otherwise - any sigrificant residual interest in the asset at the end of the

the Entity also recognizes a corresponding liability, adjusted by a cash consideration

or rec€r

ial

wlng

22

they

anse.

$e services. The operator must provide together with the asset, to whom it must provide them,
I

frice. 
In the case of assets other than 'whole-of-life' assets, it controlg through ownership,

Any assets so recognized are measured at their fair value. To the extent that an asset has



Kathiani l-evel 4 Hospital (Machakos ('ounty Gaernment)
Annual Report and Financial Statements fitr The Year Ended 3Ah June 2022

Notes to the Financial Statements (Conttnued)

r) Cesh and cash equivelents

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

includc imtounts held at the Cental Bank of Kenya and at various cornmercial 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

surrmdcred or accounted for at the end ofthe financial year.

s) Comparative figures

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

to conform to the required changes in presentation.

t) Suboequent events

There have bcen 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

makejudgments, estimates and assumptions that affect the reported amounts of revenues, expensesr assets

and liabilities, and the disclosure of contingent liabilities, at the end of the reporting penod. However,

uncertainty about these assumptions and estimates could result in outcomes that require a material

adjustmat 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 ofcausing a material adjustnent to the carrying amounts of assets and

liabilities within the next financial year, are described below. The Entity based its assumptions and

estimates on parnmeters 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 connol of the Entity. Such changes are reflected in the assurnptions

when they occur.( IPSAS 1.140)

23
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R and Financial Statements 0r The Year Ended 3Uh June 2022

nancial Statements (Continued)

ves and residual values

lives and residual values ofassets are assessed using the following indicators to inform

future use and value from disposal:

condition of the asset based on the assessment of experts employed by the Entity.

ndure of the asset, its susceptibility and adaptability to changes in technology and

sses

lability of fimding to replace the asset

raised and management determined an estimate based on the information available

osure of these estimates of provisions is included

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

e reporting date and are discounted to present value where the effect is material.

24

nature of the processes in which the asset is deployed.

in the market in relation to the asset.



Kalhiani Level 4 Hospital (Machukos Coungt Gwernmcnt)
Annual Report and Financial Statements for The Year Ended 30h June 2022

6. Transfers From The County Government

Unconditional grants

Operational grant 4,000,000

kvel 5 grants

Other

4,000,000

Conditional grants

Uscr fee forgone

Transforming health services for Universal care project (THUCP)

DANIDA

Wards Development grant

Paediatric block grant

A&nini stration block grant

l.aboratory grant

Total government grants and subsidies 4,000,00o

I

25
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from the County Government

ontributions from The County Government

m Donors and Development Partners

The Year Ended 3(lh lune 2022A nu I ,p0r,

to the

os

9l lLtttElt

To rl

6l

wages

Phr naceutr cal and Non-Pharmaceutical Supplies

tiMe cal supplies-Drawings Rights (KEMSA)

uti ity bills
Tot grant l in kind

rF

c grant- DANIDA
llWc I Bank grants

Pae liatric ward grant- JICA
Re rch grmts

Otl grant! , (spectfu)

Tot grant r from development partners

8

til
@

ry
g@

II

;

I

H

,!'1

I
GIitl

I
GIE
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Amount
deferred
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deferred
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I(Shs

Amount
recognised in
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KShs

Total grant
income

during the
year

KShs

Totel
2020t2t

KShs
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2020t2t
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Kathiuni Level 4 Hospilal (Machakos County Government)
Annual Report and Financial Statements for The Year Ended 30h June 2022

Ndes to the Financial Statements (Continued)

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

9. Transfers From Other Government Entities

10. Public Contributions and Donations

Donor e.g., DANIDA

JICA

World Bank

Total

Trmsfcr from National Government (Ministry of Health)

Transfer fiom National Hospital

Transfer from Institute

Total Transfers

Public donations

Donations from local leadership

Donations from religious institutions

Donatiqrs &om other international organisations and individuals

Other donation {s pe crfu )
Donations in kind-amortised

Totel donations and sponsorships

27

Name of the Entity
sending the grant

Amount
recognizcd to
Statemnt of

financiel
performance

tri.Shs

Amount
deferred

under
deferred
income

Amount
recognised
in capital

tund.

Totel
grtnt

income
during the

year

KShs

Total
2020tzt

It-Shs l(Shs I(Shs

Description 202U22 2020t21

KShsK^Shs

Description 202U22 2020t21

KShs KShs



I-evel H ospital ( M achakn Coung G wer nmenl)
R nd Financial Statements The Year Ended 3(lh June 2022

a n c ia I Statements (Con tin u ed)

ations of amortised grants

of Services-Medical Service Income

I services fee relales to other charges not lisled above)

I

Bal rncc untpcnt at beginning of year

Lul rent yea{ receipts

An rrtised ard transferred to revenue

Co rditlons to bc met - remain liabilities

i.cnderirI

naceut cals 6,550,098

No rceuticals

t^al oratory

Ra Iiology

Or ropedic and Trauma Technology

Th atre
tlAc Cent an d Emergency Service

An :sthesia Service

Ea l ,lose ar rd Throat service

Nt ition se rvlce

Ca rcer cenl seruce

De rtal serv LCeS

Re )roducti' re health

Pa :diatrics servrces

Fa ewell h( fne servlces

Ot ror medi :al services income 2,543,223

tal rever rue from the rendering ofservices 9,093,321
nedi
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Kathiani l-evel 4 Hospilal (Machakos County Gowrnment)
Annual Report and Financial Statements for The Year Ended 30h tune 2022

Notes to the Financial Statements (Continued)

l2- Revenue From Rent of Fscilities

13. Finance /lnterest Income

14. Other Income

Residential property

Commercial property

Total Revenue from rent offacilities

Cash investments and fixed deposits

Interest income from short- terrn/ current deposits

Interest income from Treasury Bills
Interest income from Treasury Bonds

Interest from outstanding debtors

Total finance income

Insurance recoveries

lncome from sale of tender

Services concession income

Sale ofgoods (water, publications, containers etc)

Totrl other income

29

Description 202v22 2020t2t

IsShsh"Shs

Description 202U22

l(Shs

2020t2t

KShs

Description 202V22
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nua

De rtal costf materials

TA rrdory bhemicals and reagents

Pu rlic hea(h activities

Fo >d and Ration

uilr and linen

o*, Non-Pharmaceuticals 1,915,147

H{u th in(rmation stationery

nle health materials

slnfqry "*O 
cleansing Materials

e{, e {f Medical gases

>{r laylR#ology supplies

{r r me{ical related clinical costs (speciJy) 76,000

+ I melicsU clinical costs l,9gl,l47

es, s, and allowances 1,876,400

to pension schemes

and other bonuses

llt cal expenses and Insurance cover

accident insurance and WIBA
al on

er ployee costs (specifu)

costs 1,876,400

Hospilal (Machoku Counly Gnernmcnt)
Financial Statements The Year Ended 30h June 2022

anc ial Statements (Continued)

Costs

ee Costs
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Kathiani Level 1 Hospital (Machakos Cotng Gotzlnment)
Annual Report and Financial Statemenlsfor The Year Ended 3(lh June 2022

Notes to the Financial Stotenents (Continued)

17. Boerd of Manogement Expenses

l& Depreciation And Amortizstion Expense

19. Rcpairs And Maintenance

Chairman's Honoraria

Sitting allowance

Mileage

Insurance expenses

Induction and training

Travel and accommodation allowance

Airtime allowances

Total

Property, plant and equipnnent

Intangible assets

Investrnent property carried at cost

Total depreciation and amortization

Property- Buildings

Medical equipment 340,600

Office equipnnent

Furniture and finings t 8,000

Computers and accessories

Motor vehicle expenses 30,000

Maintenance of civil works

Total repain and maintenance 388,460

3l

Description 202U22

KShs

2020t2t

k^Shs

Dcscription 2021t22

KShs

2020t21

KShs

Dcrcription 202u22

KShs

2020/21

KShs
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nonc isl Statements (Continued)

d Subsidies

xpenses

4UA

'ote

(
to the

lot tmunltv development and social work

ldu ;atlon lnitiatives and programs

rer / subsidi sed medical camp

)is bility pr )grnms

'ret cancer r icreenlng

)th r grants and subsidies(specfy)

lot rl grentr and subsidies

eneral I

\dr "'rtising imd publicity expenses

atr nng exp enses t,922,816

Va le mana! iement expenses 1,446,805

ns€ :ticides iurd rodenticides

\ud t fees

]an charge:

-on kances and delegations

ultanryon lees

ort racted s )rvlces 9s9,200

lle< nclty e)l penses 2,289,700

nsu 'ance

les arch anc development expenses

ra\ al and a rcommodation allowance 124,750

,eEl I expens es

,lce rses and permlts

ou ier and 
1
rostal seryices 18,900

It ing and r ttafionery 719,600

lire charges

cnl sxpense S

Vat rr and sc werage costs

kill r develor rment levies
'ele rhone and mobile phone sewices 321,600

lter ret expe nses 2t5,394

T
T

T
I

I
I
I

I
I

I
I
I
I

I
I
I
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Kalhiani Level 4 Hospilal (Macha*os County Gu,etnment)
Annual Repon and Financial Statements for The Year Ended 30h June 2022

Staff training and dcvelopmcnt 52,200

Subscriptions to professional bodies 14,200

Subscriptions to newspapers periodical,
magivines, and gazette notices

Li brary bookVMaterial s

Parking charges

Total General Expenses 8,085,165

22. Finence Costs

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

24. Unredized Gain On Fair Value lnvestments

Borrowings (amortized cost) *

Finmce leases (amortized cost)

Intcrcst on Bank overdra{lVCuarantees

Intcrcst on loans from commercial banks

Total finance costs

Propsrty, plant, and equipment

Intangible assets

Other assets not capitalised (specfy)

Total gain on sale of assets

lnvestnents at fair value

33

Description 2021t22

k"Shs

2020t2t
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Description 202U22
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Description 202u22
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nc ial Statem ents ( Conti nu ed)

rvices Contracts Gains /Losses

t Loss

Cash Equivalents

,rua

'ue

T

ive care contracts with NHIF

ehensive contracts care with NHIF

r Program

Wa Exemptions

Tor Loss

I

Pr( int, and equipment

Int ssets

To irment lms

ts

ts

ts accounts

)- Mobile money

cash equivalents

tffit-

E@
E@
@
@If,
@@
il4'i]l

@
@
@
tr@
@

tr
E
E
Bg
tr

il
-
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Kulhiani Level 4 Hospital (Machalux C'oung Ga'ernment)
Annual Report and Financial Statements lor The Year Ended 30h June 2022

Noles to the Financial Statements (Continued)

27 a Detailed Anal is of Cash and Cash E

28. Receivables From Exchange Transactions

uivalents

a) Current account

Kenya Commercial bank 1147479240 7s2,t49
Equity Bank, etc

Sub total 752,119

b) On - call deposits

Equity Bank - etc

Sub- total

c) Fixed deposits account

Bank Name

Sub total

dl Otkrs(specify)

cash in hand

Mobile money- Mpesa, Airtel money

Sub total

Grand total 752,t49

Medical service s receivables 773,625

Rent receivables

Other exchange debtors

[rss: impairment allowance

'Iotal receivables 773,625
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Finrncial institution

Descripti'on

Account number
2021/22

KShs

202W2t

Ir,Shs

Kenya Commercial bank

Dercription 202il22

KShs

2$20t21

KShs



Trr nsfcrs ft om the County Govemment

disburseUr J donor funds

Or de rs (non-exc hange lronsac tions)

k is: impar rment allowance

Tr trl
I

cal supplies

supplies

su res

clothing supplies

als supplies

les

H ospital (Macha*u Counly Gotcr nment)
and Financial Statements The Year Ended 30h tune 2022

anc ia I Stqtements (Conttn u ed)
From Non-Exchange Transactions
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De

Letel 4

to the

v

2020t21ription 202U22

KShs KShs

hi.rlp,i& 2.021t22

KShs

2020t2t

KShs

rofision for impairment of stocks

I



Kathiaai Let'el 4 Hospital (Mochahos Coanly Goternment)
Annual Report and Financial Statemen lsfitr The Year Ended 3Uh June 2022

Note;s to lhe Financlal Staements (Continued)

31, Property, Plent and Equipment

Cost

At lJuly 2020

Additions

Disposals

Transfers/adj ustments

At 30th June 2021

At l"' July 2021

Additions

Disposals

Transfer/adjustme nts

At 30rh June 2022

I t
De preciation and

At lJuly 2020

Depreciation for the
yeaf

II

Description
La
nd

Buildi
ngs
and
Civil

works

Motor
vchlcles

Shs

Furniture, fittings, snd officc
equipmcnt

Shs

ICT
Equipment

Shs

Plsnt end
medical

equipment

Shs

Capiral
Work in
Progrcss

Tot
al

Shs ShsShs



^"lr

Kathiani l-evel 1 Hospitul

Disposals

Impairment

At 30 June 2021

At July 2021

Depreciation

Disposals

Impairment

Transfer/adjustment

At 30th June 2022

Net book values

At 30'h June 2021

At 30th June 2022

'Wifl ia)
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Description
1.. I
ndl

Buildi
pgs

and
Civil

works

-ifuor-
vehiclcs

ICT
Equi pnrent

@
equipmcnt

Plant and
-rntfu-
equi pment

Capital
--l#erlein

progress al
Tot



Kuthiani l.a,el 1 Hospilal (Machokx County Government)
Annual Repon and Financial Statements for The Year Ended 3Ah June 2022

Noles to the Financial Statements (Continued)

32. Intangible Assets-Software

33. InvestmentProperty

34. Trade And Other Payables

Cost

At bcginning of the year

Additions

Additions-lnternal development

Disposal

At cnd ofthe year

Amortization and impairmcnt
At beginning of the year

Amortizati on for the period

Impairment loss

At cnd of the year

NBV

At beginning of the year

Additions

Fair valuc gain

Depreciation (where inveslment property is at cost'1

At end of the year

Trade payables 773,625

Ernployee dues

Third-party paym ents (unremitted pyroll deductions )
Audit fee

Doctors'fee

Total trade and other payables 773,625
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Description 202U22

kShs

2020t21

h"Shs

Description 202U22

h,Shs

2020t21

KShs

Description 2021t22

KShs

2020t2t

KShs



1 Hospital (Machakc County Government)
aal and Financial Statements The Year Ended 3(lh June 2022

the Ftnancial Statements (Continued)

dable Deposits from (lustomers/Patients

Lease Obligation

Medilal fees paid in advance

Credid facility deposit

Rent {eposits

_Q4".f gpec(y)

Total deposits

Ndes

Balar rce at the bcginning of the year

Provision utilised
Chan
monc

ge due to discount & time value for

Tote I provisions

Curn )nt Provisions

),lon. Current Provisions

Tote I Provisions

Kshs lGhs
Cun cnt Lease obligation

tonl !, term lease obligation

Totr rl

I IIII

40

Descrfption 202U22

KShs

2020t2t

IiShs

rr{visions

Desc{iption Leeve
provisio

n

KShs

Bonus
provisio

n

KShs

Othcr
provisio

_!_
KShs

Tota
t_

KSh
s

Additional Provisions

Des(ription 2021t22 2020/21



Kathiani l-evel 4 Hospital (Machtkc County Gu,ernment)
Annual Repon and Financial Statements fitr The Year Ended 3Ah hne 2022

Noles to the Financial Statements (Continued)

38. Deferred Income

3E (a) The deferred income movement is as follows:

39. Borrowings

Current Portion

Non{urrent Portion

Total

Balance b/f
Additions during the year

Transfers to Capital fund
Transfers to statement of
financial performance

Other tansfers (Specb)

Balance C/F

Balance at beginning of the period

External borrowings during the year

Dom€stic btrrowings during the year

Repayments of e>rrternal borrowings during the year

Repayments of domestic borrowings during the year

Balance at end of the period

4t

Description 202u22

KShs

2020t2t

KShs

Description National
government

lnternational
fundcrs/ donors

Public
contribu

tions
end

donation
s

Tot
rl

Dcacription 202u22

KShs

2u20t2t

K-Shs



Currer rt Obllgatlon

Nqr( )urrent Obligation

Total

F"ir rlrlue ofservice concession assets recognized under PPE

eccqlruhted depreciation to date

Net arnount
I

cfrrying
concession liability at beginning ofthe yearServifc

Servife concession revenue recognized

concession liability at end ofthe year

for:nd 752,t49
@ciation
Nitil,l ts received

rTnent

and losses on di osal of assets

Co4libution to provisions

hrtion to impairment allowanceC

Working Cspital adjustments 752,149
Incr{ase in inventory
Incr{ase in receivables

Incrfrse in defened income

_tl4q" in payables

Incrlase in payments receired in advance
Net flow from operating activities

l.c

tm
E@

@

nnual and Financial Statemenls or The Year Ended 30h June 2022

Concession Arrangements

h Generated from Operations

42

[*a I n^pitot (Machakc County Government)

Naes tb the Ftnancial Statements (Continued)

39. (a) preakdown of Long- And Short-Term Borrowings

202V22

KSh s

2020t2t

KShs

*,L".

Desc{iption 2021t22 202012t
1-

KShs KShs

for the before tax
2021t22

KShs
2020/21

KShs

752,149



Kathiani Level 4 Hospilal (Mochaku County Government)
Annual Report and Financiul Statements for The Year Ended 30h June 2022

Noles to the Financial Statements (Conttnued)

42. Finrncirl Risk Management

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

effec8 of changes in foreign curency. 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) Crcdit risk

The entity has exposure to credit rislq 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 investrnents. Management

assesses the credit quality ofeach 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 a.re net

of allowances for doubtful receivables, estimated by the company's management based on prior

experience and their assessment of the current econornic environment. The carrying amount of
financial assets recorded in the financia.l statements representing the entity's maximum cxposure to

credit risk without taking account ofthe value of any collateral obtained is made up as follows:

43



4 Hospital (Machu*u County Got,ernment)
ual and Financial Statemenls 0r The Year Ended 30h June 2022

Finqnc ta I Statements (Con tin u ed)

under the fully performing category ile palng their debts as they continue trading.

associated with these receivables is minimal and the allowance for uncollectible

the company has recognised in the financial statements is considered adequate to

irrecoverable amounts. The entity has no significant concentration ofcredit

ts due

management sets the company's credit policies and objectives and lays down

thin which thc various aspects of credit risk management are operated.

Liquidity risk manage ment

bility for liquidity risk management rests with the hospital's board of
who have built an appropriate liquidity risk management framework for the

of the entity's short, medium and long-term funding and liquidity management

The entity marages liquidity risk through continuous monitoring of forecasts and

represents cash flows payable by the company under non-derivative financial

remaining contractual maturities at the reporting date. The amounts disclosed in

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

as the impact of discounting is not significant

s

trt th

At 30 une 2020

Receil ables from exchange tran sacti ons

Receil
transa(

ables from -non-exchange
tions

Bank b

Total

At 30. lure2O22

Receiv
:ransac

ables from -non-exchange
lions

Bank b alances

fotal

cash

es by

aIe
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Description
Fully

performing

Kshs

'total
a mou nt

Kshs

Past
due

Kshs

lmpaired

Kshs

alances

Receiv[bles from exchange tran sactions

L

board



Kalhiani Let el 4 Hospilal (Machtkx Counly Gowrnment)
Annual Repon and Financial Statements for The Year Ended 30h June 2022

a

At 30 June 2022
Trade payables

Current pation of borrowings

Provisions

Deferred income

Employee benefit obligation

Totsl

At 30 Junc 2022

Trade payables

Current portion of borrowings

Provisions

Deferred income

Employee benefit obligation

Total

I

( iii) Marke t 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 desigr and effectiveness of its internal

sspor.nting and operational controls. Market risk is the risk arising from changes in market priceg

such as interest ratc, 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 managernent 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 fusk Management

Committee.

45

Less than I
month

Between l-3
months

Kshs Lshs

Over 5
months I Total

tGhs | rcr,.



to th

tity

(

{ ro.lune zo22

Flrancid lssets (investme4ts, cash, debtors)

*utti..l
f[ra" *aiott er payables

nf,rro*ings

l$t fo..ig[ cunency asset] (t iab i t ity)

AI 30 June 2022

Fir rrcial ar sets (investments, cash, debtors)

Lir bilities

Tn de and c ther payables

Bc rowings

Ne foreien curTen cy asset/(liability\

4 Hospilal (Machokc County Gorernmcnt)
and Financial Statements The Year Ended 3Ah fune 2022

Financ ial Statements (Continued)

's Finance Departnent is responsible for the development of detailed risk managernent

to review and approval by Audit and Risk Management Committee) and for the

ementation of those policies. There has becn no change to the entity's cxposure to

or the way it manages and measures the risk

Foreign currency risk
transactional crurency exposures. Such exposure arises through purchases ofgoods

that are done in currencies other than the local currency. Invoices denominated in

using the prevailing exchange rate. The carrying arnount of the entity's foreign

monetary assets and monetary liabilities at the end of the reporting period

foreigr exchange risk from future commercial tansactions and recognised assets
projecting expected sales proceeds and matching the same with expected payments

46

risks

currtncies are paid after 30 &ys from the date of the invoice and conversion at the time of

manages

by

I(Shs 'fotal
Kshs

Other currencies
Kshs Kshs

Other currencies

IishsKshs

t(Shs I Total

Kshs



Kathiani La,el 4 Hospilol (Machtka County Guwnmenl)
Annual Repon and Finoncial Statementsfor The Year Ended 3Ah fune 2022

a

Nates to the Finqncial Stqtenents (Continued)

Foreign currcncy sensitivity analysis

The following table demonstrates thc effect on the company's statement of financial

performance on applying the scnsitivity for a reasonable possible change in thc exchange rate

of the threc main tansaction currencies, with all other variables held constant. The reverse

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

Intcrct retc 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 ris*. The interest rate risk

exposure arises mainly from interest rate movements on the company's deposiS.

Matrrgcmcnt of interest rate risk

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

offer favourablo 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 drifu. The

sensitivity analysis for interest rate risk assumes that all other variables, in particular foreigr

exchange rates! remain constant. The analysis has been performed on the same basis as the

prior yer.

2022
Euro l0o/o

USD l0o/o

2022
Euro lOYo
USD l0o/o
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Chenge in I Effecton Profit
currencv rate I before trx

t{llDs I Kshs

Effect on
equity
Kshs



Noles
Uting

o/o w

e obj

ds

earnlngs

'otal bor rowlngs

ess: casl r and bank balances

) ret debt/ (excess cash and cash equivalents)

I
I
I
I

!

1 Hospilal (Machaku County Ga,ernment)
nnual and Financial Statcments 0r The Year Ended 3Ah June 2022

the Ftnancial Statements (Continued)
end of the year figures, the sensitivity analysis indicates the impact on the statement

ial performance ifcurrent floating interest rates increase/decrease by one

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

result in a decrease/increase in surplus of KShs 0 (2022- KShs 0)

Risk Management

ve of the entity's capital risk management is to safeguard the Hospital's ability

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

N of Jcd parfy relationships

tles other parties related to the entity include those parties who have the ability to

trol or exercise significant influence over its operating and financial decisions.

s include management personnel, their associates, and close family members

G rn t of Kenya

n '.s equi

ent of Kenya is the principal shareholder of the entity, holding 100% of the

interest. The Government of Kenya has provided full guarantees to all long-term

entity, bottr domestic and external. Other related parties include:en

S€C

48

Rrlated Party Balances

I

of thb

202V22

Kshs

2020t21

Kshs

lel,aluation reserve

)apital rfserve

i 'otal funds

I



Kathiani Level 4 Hospital (Machakx Coanty Govvnment)

a

a

hAnnual Report and Financial Statements for The Year Ended 3Ah lune 2022

Notes to the Finuncial Statements (Conttnued)

i) The National Govemment;

ii) The Parent Minisrry;

iii) Key management;

iv) Board ofdirectors;

Trensactions with related parties

e) Scrviccs ofrered to related parties

Scrvices to lGthiani t-evel 4

Sales ofservices to other facilities

Total

b) Grants from the Government

Grants from County Government

Grants from the National Government Entities

Donations in kind

Total

c) Expenses incurred on behalfofrelated party
Payments of salaries and wages for employees

Payments for goods and services

Total

d) lGy management compensation

Directors' emoluments

Compensation to the medical Sup

Compe nsation to key management

Total

49

Description 202U22

IGhs

2020t2t

lGhs



4

4 Hospital (Muchakx Coung Government)
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the Financial Statements (Continued)

I nformation

t Liabilities

Commitments

fter The Reporting Period

And Holding Entity

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

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

statements are presented in Kenya Shillings (Kshs)

Con

se against the company

arantees in favour of subsidiary

Kshs Kshs

thorise d For

/ thorise I And Contracted For
't lal

E@fitTlt'

-it

50

Events

I

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

The

..0,1,

4

( ontintent liabilities 2020t2t

Ks hs

21)21t22

Kshs

Iotal

)rpltal Qommitments 202U22 21',t20t2t



Kathiodi l.et'el 1 Hospital (Machakos County ()ovonneat)
Annual Reptrt and Financiul Slatemen ts fttr The Vear Ended 3Uh lune 2022

XVII. Appendiccr
Appcndix l: Progrcss 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 issucs as shown below with the associated time frame within which we expect the issues to be
resolved.

Accounting Officer

5l

,tfl'

Refe rcnce No. on the Issuc / ObBe rvationr from
cxternal audit R.cport Auditor Managenre nt comments

Status:
(Resolved / Na

Resolved)

Timefrsme:
(Pul a date when y6y
expec, lhe ksue to he

resolved)



ta-t

Kathioai Letel 1 Hoqitol (Machahos County Governmcnt)
,4nnuul R and Financiul Statements or

ro ects

Hospital Funded by developrnent partners

Status of Projects completion

2

I

2

J

52

Project title Project Numher Donor Patloil-
duration commitmen t

[Dono. Scparate donor
reporting required
as per fhe donor
ogreement (Yes/l,io)

Conrolidatcd in
these financial
statcments
(Yes/No)

I

Projec t Total projcct
Cost

Total expendcd
to date

Complefion 7' to
dete

Budget Actual
T

Sourccs of
funds



Kalhiani l.evel 4 Hospital (Machuhos Counl Governmenl)
Annual Reytrt and Financiul Stalementsfiir The Year Ended 3tF lune 2022

APPENDIX IV: Intcr-Entity Conftrmation Lcttcr
The Kathiani trvcl 4 Hospital wishes to confrm the amounts disbursed to you as at 30th ,un e 2022 as indicated in thc table below. Please compare
the amounts disbursed to you with the amounts you received and populate the column E in the tablc 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
30th June 2022

Reference
Nunrber

Date
Disbursed

Recurrent (A) Development (B) Inter-
Ministerial

(c)

Total
(D){A+B+C)

Amount Received
by [beneficiary

entityl
(KShs) as at 30s

June 2021
(E)

Differences
(KShs)

(F):(D-E)

Total

In confirm that the anlounts shown above are conect as ofthe date indicated

Date

Head of Accountants deparfment of beneficiary entity:

Sign

I
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Confirmalion of amounts reccived by lfuthiani Levcl 4 Hospitat 8s at 30th June 2022



Coanty Govemment)
Annual and Finuncial St

xpenditures

Telephone Number

Email Address

Name of Medical Supp/lr,ID/Head

Name and contact details ofcontact person (in czrse ofany clarifications)

Qr Q2 Q3 Q4

IIIII

rIII
IIIII
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Project
Nanrc

Project
Description

Project I Project
Objcctives I Acfivities

Sourcc Of 
I

Funds I

Implemcnting
Partners



Kathiuni Level 4 Hospital (Machahos Counry Government)
Annuol Reporl und Financial Statements fitr The Year Ended 3Uh lune 2022

APPENDIX Vl Disaster Expenditure R.eporting Template

Period to
which this
report refers
(FY)

Year Quarter

Name of
Reporting
Offrcer
Contact
details of the
reporting
officer:

Email Telephone

Column I Column II Column III Column IV Column V Column VI Column
vII

Programme Sub-
progfarmme

Disaster
Type

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

Expenditure
item

Amount
(Kshs.)

Comments

55
T tlt

Date

Entity


