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Mandera North Sub County Level 4 Hospital (Matileto Couttly Governnrcnt)
' Annunl llcltorl and Finartciol Stolenrcnts for Tlte Yeor Ended 30tt' June 2022

II. Key Entity Inform:rtion antl Managcment

(a) Background information

Mandera North Sub County Hospital is a level (4) hospital established under gazette notice and is

domiciled in Mandera County under the Medical Service Department. The hospital is governed by

a Hospital Management Team.

(lr) Principal Activities

The principal activity/mission/ mandate of the hospital is to provide health services

Key Management(c)

The hospital's management is under the following key organs

- County department of health
- Board of Management
- Accounting Officer/ Medical Superintendent
- Managernent

(d) Fiduciary Managcment

The key management personnel who held office during the financial year ended 30rl' June

2022 and who had direct fiduciary responsibility were

(c) Fiduciary Oversight Arrangements
l. County exccutive committee
County Executive Committee exercise executive authority in accordauce with Kenya

constitution, PFM act and County legislations.
2. Internal Auditor
The internal Audit Departnrent of the County Government of Mandera ensures internal

control exist and are adhered,
3. County Assembly
The county assembly, pursuant to the constitution of Kenya, 2010 and the County

Government Act,2Ol2 under Article 8( I ) has fiduciary oversight role over execution of the

functions of County Government, Approves the budget and expenditure of the County

Government in accordance with Article 207 of the constitution of Kenya.

No.

I Medical Superintendent Dr. Rashid Hussein Noor

2 [{ead of finance Albashir Abdullahi Sheikh

J Head of supply chain

I{ospital administrator Adan Ahmed Ali

5 Nursing Offi cer In-charge Hussein Ibrahim lssack

Iu

Design a tion Namc

Abdirahirn Issack Moharned
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Mtuderu North Sub Couttly Level 4 Ilospitd (Mondera Courttl, Goverttnrcnt)
Arttruol Report ottd Fittortcial Stalcnrcnls for The Yeor Etde d 3|tt' June 2022

Key Ilntity Information and Managemcnt (continuecl)

(f) Mandcra North Sub County Levcl 4 Hospital Hcadquarters

P.O. Box 35-70302
Rhamu, KENYA

(g) Mandera North Sub County Levcl 4 Hospital Contacts

Teleplrorre: (+25 4) 7 20 121 4 57

E-mail : rharnuhospital0 1 @gn-rail.com
Website: w"l,'"w. go.ke

(h) Manclera North Sub County Lcvel 4 Hospital Ilanl<ers

Equity Banks

(i) Independent Auditors

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

(j) l'rincipal Legal Adviser

The Attorney General
State Law Offlce
Harambee Avenue
P.O. Box 401l2
City Square 00200
Nairobi, Kenya

(l<) County Attorney

P.O. Box. l3-70300
Mandera, Kenya
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Mondera Nortlt Sub Coutttl, Level 4 Hosltital (Mandero Couttty Goventnrcnt)
,Aurruul, Report and Finoncial Stilenrcnts for Tlte Year Ended 3|tt' June 2022

I

III. The Board of Managcmcnt

There is no Board of Management in place



Marrrlera North Sub County Level 4 Hospital (Mondero Coutrtst Goventnrcnt)
Artttrtol Report and Financiol Stalenrcntsfor Tlrc Year Entled 3|tt'June 2022

IV. Key Managcnrcnt Tcam

CCO Medical services

Adow holds a Bachelor of business
management degree.

He brings over 20 years' experience
from private sector from middle
level to high management level.
Adow strives has strived through
own initiatives in acquiring more
knowledge, experience and skills
thus keeping up with ever
increasing professional dynamics.

Adow lbrahim Mohamed

ll !LIII

E
I

Dr Rashicl I{usscin Noor
Medical superintendent

A dept Senior medical officer rvith more

5-year experience in clinal and

nranagerial position ded icated to

exemplary patient care and rvith

knorvledge oflarrarrge of health issues .

Hospital Adnr inistrator

A dept senior adrninistrative officer'

rvith rnore l0 yeal experierrce irr

rnanagerial position dedicated to hard

rvork and with knorvledge of arrange of

health managernerrt .

Ahmed Siraj Alinoor

Nursing Offi cer in-charge

l{ussein holds a Bachelor ofScience

Environnrental Health

Husscin Ibrahim Issack
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Mondera North Sub County Level 4 Hospitol (Mandero Counly Governnrcnt)
, Auttuttl R'ep ort arul Finoncial Statenrcrrtsfor The Yeor Endetl 3At'June 2022

A dept Nursing officer with nrore l0

year experience in cornrnunity health

nursing and rnanagerial position

dedicated to exernplary patient care and

with knowledge of arrange of healtlr

l ss ues

Albashir Abclullahi Sheilih

Hospital Accountarrt In- Clrarge

Albashir holds a Bachelor of
Commerce in finance option.

He brings over 8 years'experience
from both private and government
sector. He has strived through own
initiatives in acquiring more
knowledge, experience and skills
thus keeping up with ever
tncreasrn rofesslonal d namrcs

Abdirahim lssncl< Molramcd

)

Procurement Oftlcer In- Charge

Abdirahirn holds a bachelor degree in

Business management in

procurement option.
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Mandero North Sub Cou,tt), Level 4 Hospitrtl (Mottdero CoutttS, Govemnrcnt)
Annual Repoft otttl ITinattcial Stutenrctrls for The Yeor Euded 30tt' June 2022

V. Chairman's Statemcnt

1'he hospital has no Board of Managerncnt in place

Namc

Chairman to the lloarcl

vlll



Mandera
'AnnurT[R

North Sub County Level
'eport and Financial Stat

4 Hospital (Mandero County Government)
ementsfor The Year Ended 30tt,June 2022

VI. Report of The Medical Superintendent

Mandera North Sub-County Level4 Hospital was establishe d early 197 | to cater for the health

needs of the Mandera Norlh region and it's neighbouring. Since then it has grown to become

referral hospital serving sub county and more than 33,726 people.

The surrounding environment where the hospital is operating is critical in allowing the hospital

to position itself to take advantage of emerging opportunities and deal with challenges.

Fundamental importance in this environment is a govemment policy and the hospital is

governed by the policies and regulations set by both national and county government

departments responsible for health services.

The hospital derived its revenue from county grants and hospital has realised great

improvements ofrevenue compared to previous financial years. However, the costs of running

is the facility is high putting the hospital under strick financial constrain. The hospital strategic

plan is to sustain a competitive business to achieve client satisfaction, financial sustainability

and infrastructure developrnent that reflects modern standards in medical practices.

The hospital based on the population that is serves is faced with a lot ofchallenges ranging

from global issues, financial constrain, inadequate human resource, environmental challenge,

and technological growth that hospital have to adopt in order to fulfil in the health service

delivery. However, the management is looking forward to adopt technological transformation

in order to increase operational efficiencies, patient focus service delivery and informed

decision making.

I take this opportunity to express my sincere gratitude and appreciation to the ministry of
health, Mandera County Government, management and staffs for their continued support

which made us to achieve this result.
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Mandera North Sub County Level 4 Hospital (Mondera County Governmenl)
Annual Reporl and Financiol Statentents for Tlrc Year Ended 3|tt' June 2022

VII. Statement of Performancc Against Prcclctcrmined Objectives

Mandera North Sub-County Level 4 Hospital has five strategic pillars/ themes/issues and

objectives within the current Strategic Plan for the FY 2021- 2022.

These strategic pillars/ themes/ issues are as follows;

l. Clinical services, products and Technologies

2. Healthcare financing and sustainability

3. Quality improvement

4. Human resource development

5. Leadership and governance

The facility develops its annual work plans based on the above five thematic areas.

Section 164 Subsection 2 (f) of the Public Finance Managernent Ac!2012 requires the

accounting officer to include in the financial statement, a statement of the County Government

entity's performance against predeterrnined objectives.

x



Mandera North Sub County Level 4 Hospital (Mandera County Government)
Attttuil Report and Fitmnciul Stotenrcnts for Tlrc Year Ended 3}tt' June 2022

VIII. Corporate Govcrnancc Statement

Board of Management is responsible for the colporate governance of the Hospital and is
accountable to Ministry of Health, County department of health Mandera County for ensuring
that the Hospital complies with the laws and the highest standards of corporate governance
and business ethics. The Board members attach great importance to the need to conduct the
business and operations of the Hospital with integrity and in accordance with generally
accepted corporate practice and endorse the internationally developed principles of good
corporate governance.

a) Board of Management. The Board of Management is composed of non-executive
members elected by the Governor of Mandera County. The Appointed Board of
Management to be held accountable and responsible for the efficient and effective
governance of the hospital. Mernbers of the Board have a range of skills and experience
and each brings an independent judgment and considerable knowledge to the Board's
discussions. The board term is three years renewal subject to perforrnance. Summarized
below are the key roles and responsibilities of the Board:
. Approve and adopt strategic plans and annual budgets, set objectives and review key
risk and perfonnance areas.
. Resource Mobilization
. Deterrnine overall policies and processes to ensure integrity of the Hospital's
management of risk and internal contracts; and
. Review at regular meetings Management's performance against approved budget.
The full Board meets at least 4 times a year with a few special rneetings. The Board
members are given appropriate and timely infor:mation so that they can maintain fulI and
effective control over strategic, financial, operational and compliance issues. Except for
dilection and guidance on general policy, the Board has delegated authority for conduct
of day-to-day business to the Chief Executive Officer. The Board nonetheless retains
responsibility for establishing and maintaining the Hospital's overall internal control,
financial, operational and compliance framework.

b) Board Meetings. the Board as per the Annual work plan meets quarter ly or additionally
when necessary to consider matters of overall control of the hospital. The Board agenda
and work plan are prepared early in the year and adequate notice, agenda and Board papers
are circulated within stipulated timelines.
c) Board Remuneration. Non-Executive Members provide services to the hospital to
which they are entitled to allowances, the allowance is paid as per the government of
Kenya allowance circulars.

xt
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IX. Management Discussion and Analysis

The considerations in restructurir.lg an olganization are effective coordination of roles and
responsibilities to avoid overlap and duplication ofroles and effort; clear accountability for
results; enhanced teamwork and effective communication; and career development for staff.
Appropriate structures also allow the organization to resource and sustain essential skills and

expertise in the organization The institution began the financial year with a lot of goodwill frorn
the County Government by reviving most department that were close to shutting down in
providing services e.g. dental, laboratory and renal among many others. This improved service
delivery and confidence of the cornmunity to come and seek for services in the facility shown by
the increment in patient numbers and increment in revenue collected by the facility during this
period. Robust investment in resources to rehabilitate the wards wilI be important and engaging
corporate clients will increase our competitive mark in offering specialised services in the region.
A research in the market and alternative options of supply chain management will be key in
cutting cost measures and adopting an electronic infonnation management will ensule accurate
data captule, check n revenue collection and accountability in supply chain management.
Clinical/operational perfolmance During the financial year 2021-2022 atotal of 39,173 patients
were treated in the outpatient departments. This was 1160% outpatient service utilization in a
hospital catchment population of 33,726 persons during the year. A total of I ,282 patients were
treated as inpatient fol medical and matel'nity cases. The inpatient service utilization lvas affected
by conversion of the facility to a COYID -19 isolation centre to rnanage COVID-19 patients. The
transition saw the nurnber of patient admitted reduce compared to the previous year. The total
deaths in the year were 13 with a mortality rate of I deaths per I 000 persons. The hospital bed

capacity for tl.re year was 24 bed shared among paediatric medical, female medical, male medical
and maternity. l-he reduction in bed capacity was due to conversion of one wing of rnedical ward
to matemity ward.
Financial performance that includes: - The hospital generated revenue amounting to kshs 625,000
from user fees charged on patients during the year. The income was from cash paying clients and
insurance companies mainly National Hospital Insurance Fund. The hospital also received kshs
13,250,000 transfer from the county government. By the close ofthe financial year the funds
utilization was at 1000/o
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Mandera North Sub County Level 4 Hospilal (Mandera County Government)
'Annual Report and Financial Stalements for The Year Ended 3|tt' June 2022

X. Environmental And Sustainability Reporting
The hospital exist to transform lives. It's what guides the hospital to deliver its strategy, putting the

clients first, delivering health services and improving operational excellence. Below is an outline ofthe
hospital's policies and activities that enhance sustainability.
i) Sustainability strategy and profile
Mandera North sub County Level 4 Hospital and its stakeholders are increasingly emphasizing

important need to secure sustainability for both its business and resource mobilisation and financing
capability with objective of ensuring that hospital is going concern facility. The hospital has reviewed

its current resource mobilization strategies and proposed feasible sustainable financing options: o

Enhancing client satisfaction through offering quality services . Bringing on board more financial
institutions e.g. banks and donors
ii) Environmentolperformance Environmentalperformance
Hospitals and care systems should make environmental sustainability a priority and create a culture of
change to achieve lasting results. Implementing lasting sustainability initiatives in hospitals and care

systems requires participation from multiple leaders across multiple departments, from senior

executives to department-level advocates. The hospital has coloured coded bins at all departmental

levels and general cleanliness of the hospital is well maintained in both indoors and the ground. There

is a challenge ofhigh cost offuel for incinerator for waste disposal.
iir) Employee welfare
The employment process involves bringing new employees into the organization. This is the mandate

of county public service board in line with public service commission, human resource manual and

procedures may section B 2016 which provides guidelines governing recruitment and appointment of
new officers Improvement of employee skills and career management is done through employee

sponsorship to further their studies in line with their careers. Capacity building of the employee is done

through training programmes with government institutions who are offering short related courses in

order improve performance, rewards for good performance and action for poor performance.

Human. Resource manual procedures provides for guidelines and standards for prevention and

protection of officers against accident and occupational hazard arising at work place in relation of
compensation for work related injuries and accident while in the course of employment.

Market place practices
a) Respo nsible competition practice.

It's done through use of available of available website for advertisement

b) Responsible Supply clmin ond supplier relations
Involvement of suppliers in the tendering process and giving them feedback in good time

explaining to them reasons ofaward and rejections.

c) Responsible marketing and adverlbement
It's done through use of website and local newspapers and community engagement

d) Corporate Social Responsibilily / Communily Engagements
The hospital seeks to impact people's lives through its Corporate Social Responsibility (CSR)

initiatives. The initiatives are aimed at improving lives and enhance engagement with the public.

Central to this philosophy is the commitment to enhance the quality of life of people from

xlu
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marginalised and vulnerable communities, by empowering them and catalysing change through

"."uing 
awareness on diseases and available interventions'

XI. Report of Thc Board of Management

The Board members submit their report together with the Audited Financial Statements for the year

"nJ.a 
lrn. 30,2)zz,which show the state of the hospital's affairs.

Principal activities

The principal activities of the entity

Results

The results of the entity for the year ended June 30 2021 are set out on pages ' ' " to ' ' "'

Board of Management

The hospital had no Board in Place

Auditors

The Auditor General is responsible for the statutory audit of the hospital in accordance with Article

229 of theConstitution of (enya and the Public Audit Act 2015'
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Secretarl'to thc Board

00r

xlv

i. ti iliri: ilT
,.'- qi,i'ii.L

i

_,r ,l'i
rrlt'll !



Mandera Nortlt sub County Level 4 l{ospilat (Mondera county Government)
Annual Report and Financial Statementsfor The Year Encled 30tt, June 2022

XII. Statement of Board of Managemcnt's Responsibilities

Section 164 of the Public Finance Management Act,2\l2 requires the Board of Management to prepare
financial statements in respect of that Hospital, which give a true and fair view of theitate of aflaiis of
the Hospital at the end of the financial yearlperiod and the operating results of the Hospital for that
yearlperiod. The Board of Management is also required to ensure that the Hospital [..ps p.op".
accounting records which disclose with reasonable accuracy the financial position oitne Uospital. ttre
council members are also responsible for safeguarding the assets of the Hospital.

The Board of Management is responsible for the preparation and presentation of the Hospital's financial
statements, which give a true and fair view of the state of affairs of the Hospital for and as at the end of
the financial year (period) ended on June 30, 2lZ2.Thisresponsibility includes: (i) maintaining adequate
financial management arrangements and ensuring that these continue to be effective throrighoui the
reporting period, (ii) maintaining proper accounting records, which disclose with reasonable accuracy at
any time the financial position of the entity, (iii) designing, implementing and maintaining inteinal
controls relevant to the preparation and fair presentation ofthe financial statements, and ensuring that
they are free from material misstatements, whether due to error or fraud, (iv) safeguarding the assits of
the Hospital; (v) selecting and applying appropriate accounting policies, and (vi) making accounting
estimates that are reasonable in the circumstances.

The Board of Management accepts responsibility for the Hospital's financial statements, which have
been prepared using appropriate accounting policies supported by reasonable and prudentjudgements
and estimates, in conformity with Intemational Public Sector Accounting Standards (IPSASi, and in the
manner required by the PFM Act, 2012 . The Board members are of the opinion that the Hospital's
financial statements give a true and fair view of the state of Hospital's transactions during the fin,ancial
year ended June 30, 2022, and of the Hospital's financial position as at that date. The Board members
further confirm the completeness of the accounting records maintained for the Hospital, which have been
relied upon in the preparation ofthe Hospital's financial statements as well as the adequacy of the systems
of intemal financial control.

Nothing has come to the attention of the Board of management to indicate that the Hospital will not
remain a going concem for at least the next twelve months from the date of this statement.

Approval of the financial statements

ital's flnanc i-4.1.51;rteln ere approved eBoa ar-L.- and sr gned onThe Hosu

iq"JshoJt tlv;. r I [i I i\ ili'riiA
iiiltiAi. i l; lsi'l [\,,

f.lIoltAl':i(l r 1..

.t,
:I

l..l I

,'1 t. a.'.(.+

r. Rnslrid Husscin N or
-7CJ30.l,

lic: c l, l,iAY '10?t:

tal

$ nirystrgfgla 3 ?t -'i $'i'{}').,,
RI.IAMIJ.

---iJ;al'*----'- "

.rotirfli,H.8
x :i {t

f[qq{i

1l
_ l\i'

nl'c ib
'.:\i:ii'
,,it'rtl

U

xv

'r(trl,



REPUBLIC OF KENYA

elephone: +254{20) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke GH HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 30o84-o01oo
NAIROBI

OFFTCE OF THE AUDITOR.GENERAL

Enhu nc i ng,.l cc ou n I u b i I i t.y'

REPORT OF THE AUDITOR-GENERAL ON MANDERA NORTH SUB.COUNTY
LEVEL 4 HOSPITAL FOR THE YEAR ENDED 30 JUNE, 2022 . COUNTY
GOVERNMENT OF MANDERA

PREAMBLE

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

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

B. Report on LaMulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for intended purpose.

C. Report on the Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

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

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Mandera North Sub-County
Level 4 Hospital - County Government of Mandera set out on pagesl to 30, which

Report of the Auditor-General on Mandera North Sub-County Level 4 Hospital for the year ended 30 June, 2022 -
County Government of Mandero



comprise of the 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 Mandera North Sub-County Level4 Hospital - County
Government of Mandera 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 Management Acl,2012,
the Health Act,2017 and County Governments Act, 2012.

Basis for Qualified Opinion

1. Undisclosed Property, Plantand Equipment

The statement of financial position does not reflect balances in respect to property, plant
and equipment. However, the Hospital has movable and non-movable assets of
undetermined value relating to land, building, motor-vehicles, medical equipment and
computers. Further, ownership documents for land and motor vehicles were not provided
for audit verification.

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

2. Own Generated Revenue

The statement of financial performance reflects rendering of services-medical service
income of Kshs.625,000 as disclosed by Note 7 to the financial statements. Review of the
revenue records revealed that revenue collection at the facility was under control of the
County Executive of Mandera. lt was also noted that revenue was collected through
Revenue Management System for all the Hospital streams managed by the County
Executive of Mandera. However, the Hospital could not generate reports for each revenue
stream to support the daily and monthly collections. ln addition, the Hospital did not
maintain a cash book to record revenue received.

ln addition, the revenue clerks received revenue payments both in cash and through
M-Pesa. lt was however noted that the clerks did not have safe boxes to keep the liquid
cash received. Further, they deposited the cash received through their personal M-Pesa
accounts to the Hospital pay bill number at the close of day. lt was further noted that
supporting documents including M-Pesa transactions and cash books were not provided
to support the revenue collected by the Hospital.

Report of the Auditor-General on Mandera North Sub-County Level 4 Hospital for the year ended 30 June, 2022 -
County Covernment of Mandero
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ln the circumstances, the accuracy and completeness of the own generated revenue
could not be confirmed.



3. Unsupported lnventory

The statement of financial position as at 30 June,2022 does not reflect balance in respect
to inventories. However, during the year under review, the Hospital procured food items,
office stationery and supplies, pharmaceuticals for its operations that were received and
recorded in the stores before dispensed to laboratory, pharmacy, wards, kitchen, offices
and outpatient units amongst others. lt was noted that the annual stock take was not
conducted as at 30 June,2022 to confirm the closing stock balances of inventories.

ln the circumstances, the accuracy and completeness of the inventories as at
30 June, 2022 could not be confirmed.

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAls). I am independent of the Mandera North Sub-County Level 4
Hospital Mandera Management in accordance with ISSAI 130 on the Code of Ethics. I

have fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance
with other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Emphasis of Matter

Lack ofApproved Budget

Management did not prepare estimates of income and expenditure and submit the same
to the respective County Executive Committee Members as required. Although the
statement of comparison of budget and actual amounts was prepared and included in the
financial statements, the source of budget figures reflected in the statement could not be
confirmed as the management did not avail an approved budget.

My opinion is however not modified in respect of this matter.

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lav'rfully and in an effective way.

Report of the Auditor-Ceneral on Mandera North Sub-County Level 4 Hospital for the year ended 30 June, 2022 -
County Government of Mandera
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Basis for Conclusion

1. Late Submission of Financial Statements

Management of the Mandera North Sub-County Level 4 Hospital submitted the financial
statements for the financial year ended 30 June, 2022 on 25 March, 2024 eighteen (18)
months after the stipulated deadline of 30 September,2022. This was contrary to Section
a7() of the Public Audit Act, 2015 which states that the financial statements required
under the Constitution, the Public Finance Managemenl Acl, 2012 and any other
legislation, shall be submitted to the Auditor-General within three months after the end of
the fiscal year to which the accounts relate.

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

2. Service Delivery Gaps

Verification of services offered, equipment used and number of staffing at the Hospital
revealed that, the Hospital did not meet the requirements of Kenya Quality Model for
Health Policy Guidelines as analyzed below:

Report of the Auditor-General on Mandera North Sub-County Level 4 Hospital for the year ended 30 June, 2022 -
County Government of Mandera
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Criteria
Minimum
Required Actual Variance

Staffing requirement
MedicalOfficers 16 4 12

Anesthesiologists 2 0 2

General Surgeons 0 2

Gynecologists 0 2

Pediatricians 2

Radiologists 2 2

Registered Community Health Nurses 75 20 55

Total 101 24 77

Surgical Services Yes
Pediatric Services No
Gynecology Services
Radiology Services No
Renal Services No

Yes

Equipment & machines
lncubators (Newborn) 2 3

Cots 5 0 5

Resuscitaire in Theatre 1 0 1

Resuscitaire in Labour Ward 2 0 2

2
2
2 0

0

Services offered

No

Tuberculosis Services
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Criteria
Minimum
Required Actual Variance

Functional ICU Beds 6 0 6

HDU Beds 6 0 6

Renal Unit with Dialysis Machines 5 0 5

Functional Operating
Maternity and General

Theaters
2

Bed Capacity 150 24 126

None
Governance by Board of
Managements

None - County
Government
Documents
used

Valid Board Present No

Regular Meeting None
Policy Documents e.g Risk
Management Policy

None

None - County
Government
Documents
used

Fixed Assets Register No

Ownership Documents None
Equipment in Good Service Vary in

condition

ln the circumstances, the under-staffing and inadequate hospital equipment may have
impacted negatively on the service delivery to the public.

3. Stock Out of Essential Medical Supplies

A review of the department of medical services stock cards for controlling stores indicate
that the hospital experienced stock out of medical supplies ranging from sixty-seven (67)
to three hundred and three (303) days as detailed below:

Item Description Stock Out Date Receipt Date Stock Out Days
Albedazole Suspension 11t03t2022 17t01t2023
Septrin Suspension 4t03t2022
Ceftriaxone 250m9 lnjection 22t02t2022 22t05t2022 86
Cetrizen Syrup 1t07t2021 29t01t2022 208
Flucloxacillin 1 25mg/5ml
Brufen Syrups lB 12t07t2021 21t12t2021

Report of the Auditor-General on Mandera North Sub-County Level 4 Hospital for the year ended 30 June, 2022 -
County Government of Mandera
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ln addition, the Hospital Management did not have a policy on various minimum reorder
levels at which medical supplies could be replenished. This may adversely affect the
patients who may be in need of the above drugs and thus endangering their lives.

ln the circumstances, the stock out hinders achievement of universal health care as
patients cannot access services during the stock out period.

4. Management of National Health lnsurance Fund (NHIF) Claims

During the year under review, the Hospital made a total NHIF claims of Kshs.910,000
which includes mainly Linda Mama programme out of which NHIF refunded the Hospital
Kshs.625,000 thus leaving an outstanding balance of Kshs.285,000.

ln the circumstances, the Hospital has weak control measures to minimize bad debts due
to lack of documented claims/debts recovery strategy.

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAl) 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
comply, 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 THE EFFECTIVENESS OF
MANAGEMENT AND GOVERNANCE

INTERNAL CONTROLS, RISK

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lavyfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Basis for Conclusion

1. Lack of Staff Establishment

The Hospital did not maintain a comprehensive approved staff establishment that
indicates the optimal number required of staff for each category, the number in post and
the variance. ln the absence of an approved establishment, it is not possible to ascertain
whether the staff in the Hospital were well balanced as per the departments.

ln the circumstances, it was not possible to confirm whether the Hospital operated
optimally without determining human resource requirements.

Report of the Audilor-Ceneral on Mandera North Sub-County Level 4 Hospital for the yeor ended 30 June, 2022 -
County Government of Mandera
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2. Lack of Risk Management Policy

Review of the Hospital records and an interview with the key staff revealed that the
Hospital does not have a risk management policy. lt was further noted that management
did not carry out risk assessment during the year under review.

ln the circumstances, the hospital could not be able to identify, assess and control threats
that may affect achievement of its objectives.

3. Lack of lnternal Audit Unit and Audit Committee

Management of the Hospital has not established both an internal audit unit and an audit
committee as required by Section 155(5)of the Public Finance ManagementAct,20l2 to
support the accounting officers with regard to their responsibilities for issues of risk
control, governance and associated assurance.

Failure to put in place an audit function may result to Management to easily override
controls and also cases of fraud and errors may not be detected and corrected on a timely
basis.

4. Lack of a Procurement Plan

During the year under review, the Hospital did not make available for audit a procurement
plan prepared as per requirements of Section 45(3) of the Public Procurement and Asset
Disposal Act, 2015.

ln the circumstances, it was not possible to confirm whether the procured goods and
services were planned for and whether the same were approved by the hospital
management.

5. Failure to Establish Board of Management

During the year under review, the Hospital operated without a functional board as it awaits
the implementation of the Mandera Financing lmprovement Facility Act. However, a
health management team has been put in place for fiduciary oversight.

Lack of a board may have hampered policy making and implementation of key policies
together with oversight during the year under review.

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

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public SectorAccounting Standards (Accrual
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material

Report of the Auditor-General on Mondera North Sub-County Level 4 Hospital for the year ended 30 June, 2022 -
County Government of Mandera
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misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Hospital's ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Hospital or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

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 levelof 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

Report of the Auditor-General on Mandera North Sub-County Level 4 Hospital for the year ended 30 June, 2022 -
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Those charged with governance are responsible for overseeing the Hospital's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.



of internal controls, risk management and governance processes and systems in

accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the 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 which 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:

. 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 Management'

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

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

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

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

Report of the Auditor-General on Mandera North Sub-County Level 4 Hospital for the year ended 30 June, 2022 -
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I communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that are identified during the audit.

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

FCP CBS

Nairobi

21 June,2024

Report of the Auditor-General on Mandera North Sub-County Level 4 Hospital for the year ended 30 June, 2022 -
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, Mandera North Sub County llospital (Mandera County Governnrcnt)
Anrrilal lleport tnd Finartcial Stalenrcrtts for Tlrc Year Ended 30tt' June 2022

I 
n,,.

Revenue from non-exchangc transactions

Transfers frorn the County Governrnent 6 13,250,000

13,250,000

Revenue from cxclrangc tra nsactions

Rendering of services- Med ical Service
Incorne 7

625,000

Revenue fro nr exchange transactions 625,000

Total reven ue 13,875,000

Expenses

Med ica l/Clin ical costs E 4,579,957

Employee costs 9 2,702,060

Repairs and rnainteuance l0 4,482,900

General expenses ll 4,086,120

Total expenses

Net Surplus / (Deficit) for the year (l,976,037)

XIV. Statement of Financial Pcrformance for The Year Endecl 30 Junc2022
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Mandera North Sub County Hospital (Mandera County Government)

Annunl Report and Financial Statenrcnts for The Year Ended 3|th June 2022

XV. Statement of linancial Position As At 30th June2022

1}e l{ospital's financial statentents wcre approved by the lload orr l" ,1" $-a nnd
r'. ---. .signed on, its behall'by:
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Currcnt ass ets

Cash and cash equivalents r,863

Receivables frotn exchange tratrsactious t3 285,000

Total Current Assets 286,863

Non-currcnt assets

Total Non-current Assets

Total assets 286,863

Liabilities

Current liabilitics

Trade aud othel payables t4

Non-current Iiabilities

Total Non-current liabilities

Total Liabilities

Net asse ts (1,976,,037)

Total Nct Assets and Liabilities

Assets

t2

2,262,900

2,262,900Total Cu rrent Liabilities

2,267,900

(1,976,037)Accumulated surplus/Defi cit

286,863
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XVI. Statement of Changes in Net Asset for The Yenr Endcd 30 June 2022

At July 1,2022

Surp lus(deficit) for the Year
(t,976,037) (t,976,037)

At June 30, 2Oxx (current Year)
(1,976,037) (L,976,037)
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Mandera North Sub County Hospital (Mondera County Government)
Annual Report and Financial Statements for Tlte Year Ended 30tt' June 2022

17. Statement of Cash Flows for The Year Ended 30 June 2022

Cash flows from operating activities

Receipts

Transfers from the County Government 6 13,250,000

Rendering of services- Medical Service Income (I{HIF) 7 625,000

Total Receipts 13,875,000

Paymcnts

Medical/Clinical costs 8 4,189,717

9 2,702,060

Repairs and maintenance 10 3,960,000

General expenses ll 3,021,360

Total Payments 13,873,137

Net cash flows from operating activities 1,863

Cash flows from investing activities 000

Net cash flows used in investing activities 000

Cash flows from financing activities 000

000

Net increase/(d ecrease) in cash and cash equivalents

Cash and cash equivalents at I July 12

Cash and cash equivalents at 30 June t2 1,863
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Mondera Nortlt Sub County Level 4 Hospitol (Mandera County Government)
Annuol Report and Financial Statements for The Year Ended 3At' June 2022
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XIX. Notes to the Financial Statements

1. General Information

Mandera North Sub County Level 4 Hospital is established by and derives its authority

and accountability from PFM Act. The entity is wholly owned by Mandera County

Government and is domiciled in Kenya

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of ce(ain items of property, plant, and equipment,

marketable securities and financial instruments at fair value, impaired assets at their

estimated recoverable amounts and actuarially determined liabilities at their present

value. The preparation of financial statements in conformity with International Public

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

also requires management to exercise judgement in the process of applying the hospital's

accounting policies. The financial statements have been prepared and presented in Kenya

Shillings, which is the functional and reporting currency ofthe hospital. The financial

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

Sector Accounting Standards (IPSAS). The accounting policies adopted have been

consistently applied to all the years presented.
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3. Adoption of Ncrv and Revised Standards

r'. New and amended standards and interpretations in issue effective in the year ended 30

June 2022.

Applicable: l't January 2023

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

reporting of financial assets and liabilities that will present relevant

and useful information to users of financial statements for their

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

future cash flows.

IPSAS 41 provides users of financial statements with more useful

inforrnation than IPSAS 29, bY:

. Applying a single classification and measurement model for

financial assets that considers the characteristics of the

asset's cash flows and the objective for which the asset is

held;

. Applying a single forward-looking expected credit loss

model that is applicable to al[ financial instruments subject

to impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging arrangements in scope of the

guidance. The model develops a strong link between an

Entity's risk management strategies and the accounting

treatment for instruments held as part of the risk

management strategy.

IPSAS

Financial

Instruments

4t:

Applicable: I't January 2023

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

representativeness and comparability of the information that a

reporting Entity provides in its financial statements about social

benefits. The information provided should help users of the financial

statements and general-purpose financial reports assess:

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

IPSAS 42: Social

Benefits

7
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(b) The key features ofthe operation ofthose social benefit schemes;

and

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

financial performance, financial position and cash flows.

Amendments to

Other IPSAS

resulting from

IPSAS 41,

Financial

Instruments

Applicable: l'( January 2023

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

components of borrowing costs which were inadvertently

omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted

when IPSAS 4l was issued.

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 classifoing

financial instruments on initial adoption of accrual basis IPSAS which

were inadvertently omitted when IPSAS 4l was issued.

Other

improvements to

IPSAS

Applicable I't January 2023

. IPSAS 22 Disclosure of Financial Information about the General

Governnrcnt Sector.

Amendments to refer to the latest System of National Accounts (SNA

2008).

c IPSAS 39: Entployee Benefits

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

longer defined in IPSAS.

. IPSAS 29: Financial instruments: Recognition and Measurentent

Standard no longer included in the 2023 IPSAS handbook as it is now

superseded by IPSAS 41 which is applicable from I'r January 2023.

ii) New and anrcntled slandards and interpretalions in issue bul ttot yet effective in the year

ended 30 June 2023.
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Applicable 1" JonuarY 2025

The standard sets out the principles for the recognition, measurement,

presentation, and disclosure of leases. The objective is to ensure that

lessees and lessors provide relevant information in a manner that faithfully

represents those transactions. This information gives a basis for users of

financial statements to assess the effect that leases have on the financial

position, financial performance and cashflows of an Entity.

The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

Applicable l't JanuarY 2025

The Standard requires:-

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

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

to sell and the depreciation ofsuch assets to cease and:

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

presented separately in the statement of financial position and the

results ofdiscontinued operations to be presented separately in the

statement of fi nancial performance.

IPSAS 44:

Non- Current

Assets Held

for Sale and

Discontinued

Operations

EI'!ilIEI@

iiil Early adoption of slandords

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

IPSAS 43
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4. Summary of Significant Accounting Policies

Rcvcnuc recognition

i) Revenue from non-exchange transactions

Transfers from other Government entities

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

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

extent that there is a related condition attached that would give rise to a liabitity to repay the

amount, the amount is recorded in the statement of financial position and realised in the

statement offinancial performance over the useful life ofthe asset that has been acquired using

such funds.

ii) Revenue from exchange transactions

Rendering of serviccs

The entity recognizes revenue from rendering of services by reference to the stage of
completion when the outcome of the transaction can be estimated reliably. The stage of
completion is measured by reference to labour hours incurred to date as a percentage of total

estirnated labour hours. Where the contract outcome cannot be measured reliably, revenue is

recognized only to the extent that the expenses incurred are recoverable.

Sale ofgoods

Revenue from the sale of goods is recognized when the significant risks and rewards of

ownership have been transferred to the buyer, usually on delivery ofthe goods and when the

amount of revenue can be measured reliably, and it is probable that the economic benefits or

service potential associated with the transaction will flow to the entity.

Interest income

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

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

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

interest income for each period.

Rental income

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

straight-line basis over the lease terms and included in revenue.

il
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Mandero North Sub CountY Level 4 Hospilal (Mondera County Governmcnt)

Aniual Reporl ond Financial Stalcmenls for The Year Ended 3Ah June 2022

Noles to the Financiol Slolements (Conlinued)

b. Budget information

Sales tax/ Value Added Tax

Expenses and assets are recognized net ofthe amount ofsales tax, except:

) When the sales tax incurred on a purchase ofassets or services is not recoverable

from the taxation authority, in which case, the sales tax is recognized as part ofthe

cost of acquisition of the asset or as part ofthe expense item, as applicable.

) When receivables and payables are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority

is included as part ofreceivables or payables in the statement offinancial position.

ll

The original budget for FY 202l-2022 was approved by Board. 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. The hospital's budget is prepared on a different basis to the actual income and

expenditure disclosed in the financial statements. The financial statements are prepared on

accrual basis using a classification based on the nature ofexpenses in the statement offinancial

performance, whereas the budget is prepared on a cash basis. The amounts in the financial

statements were recast from the accrual basis to the cash basis and reclassified by presentation

to be on the same basis as the approved budget.

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

budget, is then presented in the statement of comparison of budget and actual atnounts. In

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

made for differences in the formats and classification schemes adopted for the presentation of

the financial statements and the approved budget. A statement to reconcile the actual amounts

on a comparable basis included in the statement of comparison of budget and actual amounts

and the actuals as per the statement of financial performance has been presented on page xrr

under section xrr ofthese financial statements.

c. Taxes



Mandera Norlh Sub Couttty Level 4 Hospital (Mandera Couttly Govemnrcnt)
Annuol Report and Financial Slutements for The Year Eruled 3At' June 2022

Notes to the Financial Stalcnrcflts (Continued)

d. Investment properfy

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

amount includes the replacement cost of components of an existing investment property at the

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

day maintenance ofan investment prope(y.

Investment property acquired through a non-exchange transaction is measured at its fair value

at the date of acquisition. Subsequent to initial recognition, investment properties are measured

using the cost model and are depreciated over a period of l0 years. Investment properties are

derecognized either when they have been disposed of or when the investment property is

pernranently withdrawn from use and no future economic benefit or service potential is

expected from its disposal. The difference between the net disposal proceeds and the carrying

amount of the asset is recognized in the surplus or deficit in the period of de-recognition.

Transfers are made to or frorn investment property only when there is a change in use.

e. PropertSr, plant and equipment

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

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

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

depreciates them accordingly. Likewise, when a major inspection is performed, its cost is

recognized in the carrying amount of the plant and equipment as a replacernent if the

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

surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil

or nominal consideration the asset is initially measured at its fair value.

t2



Mandera North Sub Co

Annuol Report ond Fin
unly Level 4 HosPilal
oncial Stotemenls for

(Ma n dera Co unty G overu nrcnt)
The Year Ended 3At' June 2022

Notes lo the Financial Stotements (Continued)

f. Leases

Finance leases are leases that transfer substantially the entire risks and benefits incidental to

ownership of the leased item to the Entity. Assets held under a finance lease are capitalized at

the commencement of the lease at the fair value ofthe leased property or, if lower, at the present

value of the future minimum lease payments. The Entity also recognizes the associated lease

liability at the inception ofthe lease. The liability recognized is measured as the present value

of the future minimum lease payments at initial recognition.

Subsequent to initial recognition, lease payments are apportioned between finance charges and

reduction of the lease liability so as to achieve a constant rate of interest on the remaining

balance ofthe liability. Finance charges are recognized as finance costs in surplus or deficit.

An asset held under a finance lease is depreciated over the useful life of the asset. However, if

there is no reasonable certainty that the Entity will obtain ownership of the asset by the end of

the lease term, the asset is depreciated over the shorter ofthe estimated useful life of the asset

and the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits incidental

to ownership of the leased item to the Entity. Operating lease payments are recognized as an

operating expense in surplus or deficit on a straight-line basis over the lease term.

C. Intangible assets

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

assets acquired in a non-exchange transaction is their fair value at the date of the exchange'

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

amortization and accumulated impairment losses. Internally generated intangible assets,

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

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

intangible assets is assessed as either finite or indefinite.

l3



Mande ru North Sub County Level 4 Hospital (Mtuilera Couttty Government)
Annual Report and Finoncial Stalententsfor The Year Ended 3Ut' June 2022

i. Financial instruments

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

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

for financial assets.

A financial instrument is any contract that gives rise to a financial asset of one entity and a

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

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

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

that are directly attributable to the acquisition or issue ofthe financial asset or financial liability.

t4

Notes to lhe Financial Statements (Continued)

h. Research and dcvelopment costs

The Entity expenses research costs as incurred. Development costs on an individual project are

recognized as intangible assets when the Entity can demonstrate:

F The technical feasibility of completing the asset so that the asset will be

available for use or sale

) Its intention to complete and its ability to use or sell the asset

) The asset will generate future economic benefits or service potential

) The availability of resources to complete the asset

F The ability to measure reliably the expenditure during development.

Following initial recognition of an asset, the asset is carried at cost less any accumulated

amortization and accumulated impairment losses. Amortization of the asset begins when

development is complete and the asset is available for use. lt is amortized over the period of

expected future benefit. During the period of development, the asset is tested for impairrnent

annually with any impairrnent losses recognized immediately in surplus or deficit.



Mandera North Sub CountY L
Annual Reporl and Financial

(Man dera County G overn me nt)
The Year Entled 3At' Iune 2022

evel 4 Hospital
Slalemenls for

Notes to the Financiol Slalemenls (Conlinued)

Financial assets

Classification of financial assets

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

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

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

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

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

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

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

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

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

cashflows and selling financial assets and the contractual terms of the financial asset give rise

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

principal amount outstanding. A financial asset shall be measured at fair value through surplus

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

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

instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its financial

assets into amortized cost or fair value categories for financial instruments. Movements in fair

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

criteria being met.

Amortized cost

Financial assets that are held for collection ofcontractual cash flows where those cash flows

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

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

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

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

these financial assets is included in finance income using the effective interest rate method'
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Mandero North Sub Counly Level 4 Hospital (Manderu Couttty Governnrcnt)
Annual Report antl Fittuncial Slatenrcnts for The Year Ended 30tt' June 2022

Noles to the Finnnciol Sk cnrcnts (Codinucd)

Fair valuc through nct asscts/ cquity

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

financial assets, where the assets' cash flows represent solely payments of principal and

interest, are measured at fair value through net assets/ equity. Movements in the carrying

amount are taken through net assets, except for the recognition of irnpairment gains or losses,

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

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

interest rate method.

Fair valuc through surplus or deficit

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

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

manages financial assets with the objective of realizing cash flows through solely the sale of

the assets would result in a fair value through surplus or deficit model.

Trade and othcr rcccivables

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

amounts. Trade and other receivables are assessed for impairment on a continuing basis. An

estimate is made of doubtful receivables based on a review of all outstanding amounts at the

year end.

Impairment

The entity assesses, on a forward-looking basis, the expected credit loss ('ECL') associated

with its financial assets carried at amortized cost and fair value through net assets/equity. The

entity recognizes a loss allowance for such losses at each reporting date.

Financial liabilities

Classification

The entity classifies its Iiabilities as subsequently measured at amortized cost except for

financial liabilities measured through profit or loss.
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Mandera North
Anaual Report

Suh County Level 4 HosPitol
anrl Financiol Stalemenls for

(Mo ndera Co u nty Govun nrc nt)
The Year Ended 3At' June 2022

Notes to the Financial Stalements (Conlinued)

j. Inventories

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

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

is its fair value at the date of acquisition'

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

as follows:

) Raw materials: purchase cost using the weighted average cost method'

) Finished goods and work in progress: cost of direct materials and labour, and a

proportion of manufacturing overheads based on the normal operating capacity but

excluding borrowing costs.

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

However, to the extent that a class ofinventory is distributed or deployed at no charge or for a

nominal charge, that class of inventory is measured at the lower cost and the current

replacement cost.Net realizable value is the estimated selling price in the ordinary course of

operations, less the estimated costs of completion and the estimated costs necessary to make

the sale, exchange, ordistribution. Inventories are recognized as an expense when deployed for

utilization or consumption in the ordinary course of operations of the Entity.

k. Provisions

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

result ofa past event, it is probable that an outflow ofresources embodying economic benefits

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

of the amount of the obligation.

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

insurance contract, the reimbursement is recognized as a separate asset only when the

reimbursement is virtually certain.

The expense relating to any provision is presented in the statement of financial performance

net of any reimbursement.
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Mandera North Sub County Level 4 Hospital (Munderu Couttty Governnrcnt)
Annual Report and Financial Stalenrcnts for The Year Erulcd 3At' June 2022

Notes lo the Financial Stalements (Continued)

l. Social Benefits

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

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

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

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

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

incur in fulfilling the present obligations represented by the liability.

m. Contingent liabilities

The Entity does not recognize a contingent liability but discloses details ofany contingencies

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

embodying econom ic benefits or service potential is remote.

Contingent assetsn

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

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

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

Contingent assets are assessed continually to ensure that developments are appropriately

reflected in the financial statements. If it has become virtually certain that an inflow of

economic benefits or service potential will arise and the asset's value can be measured reliably,

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

which the change occurs.

o. Nature and purpose ofreserves

The entity creates and maintains reserves in terms of specific requirements

Changcs in accounting policics and estimates

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

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

impractical.
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Mandero North Sub County Level 4 Hospilal (Mandero County Governmenl)
Annual Rep ort and Financial Statemenls for The Year Endcd 3At' June 2022

Notes to the Financial Statements (Continuecl)

p. Employee benefits

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

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

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

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

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

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

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

contribution plans. The defined benefit funds are actuarially valued tri-annually on the

projected unit credit method basis. Deficits identified are recovered through lump-sum

payments or increased future contributions on a proportional basis to all participating

employers. The contributions and lump sum payments reduce the post-employment benefit

obligation.

q. Foreign currency transactions

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

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

reported at the statement offinancial position reporting date by applying the exchange rate on

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

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

are recognized as income or expenses in the period in which they arise.

Rclated partics

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

individually or jointly, or to exercise significant influence over the Entity, or vice versa.

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

CEO/principal and senior managers.

r9

Retircment bencfi t plans

r. Borrowing costs

Borrowing costs are capitalized against quali$ing assets as part of property, plant and

equipment. Such borrowing costs are capitalized over the period during which the asset is being

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

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

financial performance.

s.



Manderu North Sub County Level 4 Hospital (Mnndera Couttty Governntent)
Annual Report and Financial Slatentents for The Year Ended 3Ah June 2022

Notes to lhe Financial Statements (Conlinued)

t. Scrvice conccssion arrangements

The Entity analyses all aspects of service concession arrangements that it enters into in

deterrnining the appropriate accounting treatment and disclosure requirements. ln particular,

where a private party contributes an asset to the arrangement, the hospital recognizes that asset

when, and only when, it controls or regulates the services. The operator must provide together

with the asset, to whom it must provide them, and at what price. In the case of assets other than

'whole-of-life' assets, it controls, through ownership, beneficial entitlement or otherwise - any

significant residual interest in the asset at the end ofthe arrangement. Any assets so recognized

are measured at their fair value. To the extent that an asset has been recognized, the hospital

also recognizes a corresponding liability, adjusted by a cash consideration paid or received.

u. Cash and cash equivalents

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

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

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

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

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

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

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

the end ofthe financial year.

v. Comparative figures

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

reconfigured to conform to the required changes in presentation.

w. Subscqucnt events

There have been no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30,2022.
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Mandero North Sub Counly Level 4 Hospital (Mandera County Governmenl)

Annual Report and Finonciol Stateme nts for The Year Ended 3Ah June 2022

5. Significant Judgments and Sources of Estimation Uncertainty

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

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

ofrevenues, expenses, assets and liabilities, and the disclosure ofcontingent liabilities, at the

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

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

liability affected in future periods.

Estimatcs 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 adjustment to the carrying

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

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

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

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

ofthe Entity. Such changes are reflected in the assumptions when they occur.( IPSAS 1.140)

Uscful livcs and residual values

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

inform potential future use and value from disposal:

and processes.

Provisions

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

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

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

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

material.
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Mandcra North Sub Couttty Level 4 Hospitul (Monderu Couttly Governnrcnt)
Annual Report antl Fittutrcial Statenrcnts for The Year Entled 3At' June 2022

Notes to Financial Statements Continucd

6, Transfers from thc County Gove rnment

6 b Transfers from Thc Coun Govcrn m en t

Unconditional grants

13,250,000Operational grant

13,250,000Total government grants and subsidies

000 13,250,000

Mandera
County
Government r 3,250,000 000

000 000 13,250,000Total 13,250,000 000
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Manrlera North Sub County Level 4 Hospilal (Mandera Countl' Government)

Annual Report antl Financial Slatements for The Year Ended 30il' June 2022

Notes to [inancial Statements Continucd

7, Rendering of Scrvices-Mcdical Service Income

8. Medical/ Clinical Costs

9. Employec Costs

10. Repairs And Maintenance

625,000inda Mama)Other medical services income

62s.000Total revenue from the rendering of scrvices

2,406,9s7Food and Ration

1,055,000Pharmaceutical suppl ies

I,I 18,000Sanitary and cleansing Materials
4,579,937Total mcdical/ clinical costs

2,630,860Salaries, wages, and allowances

28,800Contributions to pension schemes

42,480Perforrnance and other bonuses

2,702,140Em ployec costs

t,822,900Property- Buildings
586,000Office equipment

2,074,000Maintenance of civil works

4,4g2,gooTotal repairs and maintenancc
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Mattdera North Sub County Level 4 Hospital (Mandera County Governnrcnt)
Annual etnd Financial Slatenrcnts r The Year Ended 30t, June 2022

Notes to the Financial Statcments (Continued)

I1. General Expcnses

I2. Cash And Cash Equivalents

Detailcd Anal sis of Cash and Cash uivalents

13. Ileccivables From E,xchange Transactions

Catering expenses 490,000
Bank

5,820
Electricity ex enses 960,400
Fuel and Lubricants 2,070,000

g and station eryPrintin
174,400

Water and sewerage costs
3 3 0,000

Internet expenses 55,500
Total General Expenses 4,096,120

Current accounts
r,863

cash and cash eq u ivalen ts1'otal
1,963

a) Current accou n t

Equity Bank, 1000266566242 1,863
Grand total I ,863

Medical services receivables 285,000
Total receiva bles 285,000

24
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Mantlera Norlh Sub County Level 4 Hospital (Mandero Counly Government)
Annual Reporl and Financial Stalements for The Yeor Entled 3At' Juttc 2022

Notes to the Financial Statements (Continued)

14. Tradc and other Payables

2,262,900Trade payables

2,,262,900Total trade and other payables
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Mundaru North Sub County Level 4 Hospitul (Manleru Counly Goveruntent)
Annual Report and Financiul Stalenrcnls for Tlrc Yeor Endel 3|tt' June 2022

Notes to the Financial Statcments (Continued)

15. Financial Risk Management

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

and effects of changes in foreign currency. The company's overall risk management

programme focuses on the unpredictability ofchanges in the business environment and seeks

to minimise the potential adverse effect of such risks on its performance by setting acceptable

Ievels of risk. The company does not hedge any risks and has in place policies to ensure that

credit is only extended to customers with an established credit history.

The entity's financial risk management objectives and policies are detailed below:
(i) Credit risk

The entity has exposure to credit risk, which is the risk that a counterparty will be unable to

pay amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits

with banks, as well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial

position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with limits set by the directors. The amounts presented in

the statement offinancial position are net of allowances for doubtful receivables, estimated by
the company's management based on prior experience and their assessrnent of the current

ecorromic environment. The carrying amount of financial assets recorded in the financial

statements representing the entity's maximum exposure to credit risk without taking account

ofthe value ofany collateral obtained.

The customers under the fully performing category are paying their debts as they continue

trading. The credit risk associated with these receivables is minirnal and the allowance for
uncollectible amounts that the company has recognised in the financial statements is considered

adequate to cover any potentially irrecoverable amounts. The board of management sets the

company's credit policies and objectives and lays down parameters within which the various

aspects of credit risk management are operated.

26

(ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the hospital's board of
management who have buitt an appropriate liquidity risk management framework for the

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

requirements. The entity manages liquidity risk through continuous monitoring of forecasts and

actual cash flows.
The table below represents cash flows payable by the company under non-derivative financial

liabilities by their remaining contractual rnaturities at the reporting date. The amounts disclosed

in the table are the contractual undiscounted cash flows. Balances due within l2 months equal

their carrying balances, as the irnpact ofdiscounting is not significant.



Mandera North Suh County Level 4 Hospitat (Mandera Counly Governmenl)

Annual Reporl and Finmcial Slatements for The Year Entled 3Ah June 2022

Notcs to the Financial Statements (Continued)

(iiD Market risk

The hospital has put in place an internal audit function to assist it in assessing the risk faced by

the entity on an ongoing basis, evaluate and test the design and effectiveness of its internal

accounting and operational controls. Market risk is the risk arising from changes in market

prices, such as interest rate, equity prices and foreign exchange rates which will affect the

entity's income or the value of its holding of financial instruments. The objective of market

risk management is to manage and control market risk exposures within acceptable parameters,

while optimising the return. Overall responsibility for managing market risk rests with the

Audit and Risk Management Cornmittee.

The company's Finance Department is responsible for the development of detailed risk

management policies (subject to review and approval by Audit and Risk Management

Committee) and for the dayto-day implementation of those policies. There has been no change

to the entity's exposure to market risks or the way it manages and measures the risk.

a) Foreign cu rren cy risk

The entity has transactional currency exposures. Such exposure arises through purchases of
goods and services that are done in currencies other than the local currency. Invoices

denominated in foreign currencies are paid after 30 days from the date of the invoice and

conversion at the time ofpayment is done using the prevailing exchange rate.

The entity manages foreign exchange risk from future commercial transactions and recognised

assets and liabilities by projecting expected sales proceeds and matching the same with
expected payments.
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Notes to the Financial Statements (Continued)

Foreign currency sensitivity analysis

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

perfonnance on applying the sensitivity for a reasonable possible change in the exchange rate

of the three main transaction currencies, with all other variables held constant. The reverse

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

b) Interest rate risk

Interest rate risk is the risk that the entity's financial condition may be adversely affected as a

result of changes in interest rate levels. The company's interest rate risk arises from bank

deposits. This exposes the company to cash flow interest rate risk. The interest rate risk
exposure arises mainly from interest rate movements on the company's deposits.

Sensitivity analysis

The entity analyses its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. This involves determining the impact on profit or loss of defined rate shifts. The

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

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

prior year.

iv) Capital Risk Management
The objective of the entity's capital risk management is to safeguard the Hospital's ability

to continue as a going concern.
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Management of intercst rate risk

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

offer favourable interest rates.
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Notes to the Financial Statements (Continued)

16. Related Parfy Batances

Nature of related party relationships

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

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

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

Mandera County Government is the principal shareholder of the entity, holding 100% of the entity's

equity interest. The National Govemment ofKenya has provided fullguarantees to all long-term lenders

ofthe entity, both domestic and external. The related parties include:

i) The National Government;

ii) The County Government;

iii) Key Management

17. Events after the Reporting Period

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

18. Ultimate and Holding Entify

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

Department of health. Its ultimate parent is the County Government of Mandera.

Cu rrency
The financial statements are presented in Kenya Shillings (Kshs) and all values are rotrnded off
to the nearest shilling.

19.
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II Appendices

Appendix 1: Progress on Follow Up of Auditor Recommendations

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

comments that were provided to the auditor. We have nominated focal persons to resolve the

various issues as shown below with the associated time frame within which we expect the

issues to be resolved.
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