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Makindu Sub County Hospital (Makueni County Government)
Annual Report and Financial Statenrcnts for The Year Endetl3dt' June 2022

I. Key Entity tnformation and Managernent

(a) Background information
Makindu Sub-county Hospital is a level 4 hospital established under gazette notice number 4 of
January 1989. The facility is registered under Medical Practitioners and Dentists Act (Cap 253)
and her registration number is GK-008140. She is dorniciled in Makueni County under the
health Department. The hospital is govemed by a Board of Management comprised of 6
community representatives, 3 ex-officials (Subcounty administrator, SCMOH and Deputy
county commissioner) and the medical superintendent as secretary. The board has two main
subcommittees namely: Primary healthcare and quality subcommittee, and Finance and general-
purpose subcommittee.

Daily operations are carried out through hospital management team comprised of 34-unit heads.
On financial matters, the hospital executive expenditure committee (top organ of HMT)
comprising the Medical superintendent, hospital health administrator, procurement off,rcer,
accountant, nursing manager and hospital pharmacist prioritize activities and prepare budgets
for approval by the hospital board.

(b) Principal Activities

The principal activity/mission/ mandate of the hospital is to provide curative, rehabilitative and
prornotive health services.

Vision
A unique and exemplary hospital in public healthcare service provision

Mission
To bring hope and satisfaction to our clients by providing compassionate and empathic health
services that are safe, timely and responsive to their needs.

Core objectives

l. Bridge supply gaps

2. Reduce wastage, pilferage and theft
3. Strengthen rational drug use
4. Introduce new commodities and services e.g., eye drugs,

culture & sensitivi testl

Health Pillar Strategic Objectives

Service Delivery

1. Strengthen service integration
2. Improve quality of services & amenities
3. Reduce waiting time and duration of inpatient stay
4. Strengthen waste management and IPC

Health I4orfforce
(Stffing)

1. Reduce staffing gap
2. lncrease individual productivity
3. Adopt positive attitude and good interpersonal relations
4. Strengthen team work, individual and collective

responsibility

Ivkdical Proelucts and
7'echnologies

Health In/itrmat ion

lv

l. lmprove records management
2. Strengthen accurate documentation and reporting



Makindu Sub County Hospital (Makueni County Goyernment)
Annual Report and Financial Statements for The Year Ended 3dt' June 2022

3. Ado factual use ofdata decision

l;'inancing,
I
2
J

Harmonize and review service costing
Increase revenue generation
Reduce ina o te waivers and exem trons

Steward.sltip

1

2

J

4

Develop capaciry on managerial skills e.g., mentorship
Strengthen departmental supervision activities
Evaluate and streamline critical system processes
Strengtlen col laboration with partners and other sectors

(c) Key lllanagement

The hospital 's management is under the following key organs:
- County department of health
- Board of Managernent/Hospital management committee
- Accounting Officer/ Medical Superintendent
- Hospital executive expenditure committee
- I{ospital management committee

(d) Fiduciary Management

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

(e) Fiduciary Oversight Arrangements

The hospital has in place fiduciary oversight arrangements. During budgeting, the
hospital management team meets to discuss hospital operations and identi$, areas that
need investments. The hospital executive expenditure committee then prioritizes activities
during budget preparation guided by resource envelope. The Hospital management
committee subcommiftees then meet to deliberate matters under their respective mandate.
The subcommittees table their reports before a full HMC meeting where budget is
approved. Approved budget is defended before a panel at the oflice of the chief officer
health services.

Any expenditure is originated through a requisition form filled in by the user department.
The requisition is usually approved either by the medical superintendent or health
administrator in his absence. After approval, the requisition is submitted to procurement
department for processing. Subsequently it is submitted to accounts department for
confirmation of availability of funds. Requisition form is a mandatory part of
documentation in payment vouchers. Monthly financial reports are usually submitted to
the office of the chief officer health services and county treasury.

I Medical Superintendent Dr. Patrick Mutinda
) Health Administrative Offi cer Mr. Lawrence Mulungye
J Nursing Otlicer In-charge Mr. Damiano Muriuki
nt I-Iead of t'inancc Mrs. Christine Mutuku
5 l{ead ofsupply chain Mr. Daniel Musili

No. Designation Name
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(a) Entity Headquarters

P.O. Box 89-90300
MAKUENI

(b) Entity Contacts

Telephone: (+254) 07 43648940
E-mail : makinduhosi2009@gmail. com
Website: www. makueni. go. ke

(c) Entity Bankers

Kenya commercial bank, Makindu

Independent Auditors(d)

Auditor General
Office of Auditor General
Anniversary Towers, Institute Way
P.O. Box 30084
GPO 00t00
Nairobi, Kenya

(e) Principal Legal Adviser

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

(0 County Attorney

P.O. Box. 78-90300
Makueni, Kenya
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II. The Board of Management

I .T

Eng. Daniel Muli

i Civil Engineer

i Director - Dannex

Construction Company

Chairman of HMC

2 I

I

Dr. Patrick Mutinda

} MBchB(moi) 2010

)> Senior Registrar

Family medicine

MMED
Secretary of HMC

.J

Bishop Benard Mutuku

i Honorary Doctor of Divinity

i Diploma in Education

Memberof HMC

4
Mr. Thomas Mutuku Makete

} Retired Kenya Army Officer

Member of I{MC

5

i
J

t t'
I

.,yn t/

Mrs Esther Mbati

i Holds Diploma in

Community Development

Memberof HMC

6

,.:

{2
Mr. Samuel Musyoki Kalani

i Diploma in Education

Management

Mernber of HMC

7

Ms Riziki Kikanga

i Diploma in community

Development

> Certificate in counselling

Member of HMC

Deputy County commissioner Ex-otficial

9 Subcounty Administrator Ex-oflcial

l0
Subcounty Medical Officer of
Health

Ex-official
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I
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III. Management Team

7

Dr Patrick Mu tirrda

Chairman to the
Management team

)

Mr. Lawrence Mulu c

Secretary

z Medical Superintendent
); MBchB (moi) 20t0)
! Senior registrar MMED family

medicine

i Hospital Health Administrative Officeri Head of administration
> Higher diploma in administration.

-l

. Damiauo Muriuki

*-,
L._

I\{ r

Member
Nursing Offi cer In-charge
Head of nursing services
Diploma in nursing

.>

4

lll rc. Christine Mutuku

Member

! Head of finance
i Bachelor degree in Business

Management -Finance
} CPAK
z I have wealth ofexperience in

Accounting Field having worked for
over l3 years in public sector.

5

Mr. Daniel lllusili

Member

> Head of Procurement
i Degree in Purchasing and Supplies

Management
} Diploma in business management

6

Dr. Brian Mutua

Member Head of Pharmacy department
Bachelor of pharmacy

v l

\u. I Nrmc ard Designation Responsibitiry Details

t1

fj 1

l-.U-

/
7

-/

I

v-l



Mtkindu Sub Coung Hospital (Makueni County Goyernment)
Annual Reporl snd Financial Stotements for T'he Year Eruled 3dt' June 2022

IV. Chairman'sStatement

The current Hospital Management Committee (HMC) was gazette on 26'h March 2021 rvith I I
members inclusive of the Medical Superintendent as the Secretary. It has also co-opted the hospital
management members viz Health Administrator and the Nursing manager.
The HMC has 2 sub-committees namely; Finance and General Purpose and Quality of Curative sub-
committees who meet and report to the full HMC meeting during the quarterly meetings.
The core functions of the HMC is;

i) To Supervise and control the administration of funds allocated to the facility.
ii) To prepare work plans based on estimate expenditures.
iii) To cause be kept basic books of accounts and record of accounts of the income,

expenditure and liabilities of the institution.
iv) To prepare and submit testified periodic financial and performance reports as prescribed.
v) To cause to be kept record ofall deliberations.

Its core roles include;
i) The assets, affairs and business of the hospital shall be rnanaged underthe directionof the

HMC, subject to the limitations set forth in legal notice 155. In order to fulfill its
responsibility, the HMC executes these core roles namely;

a) Planning that is consistent with Government policies and regulations.
b) Decision making with regard to review and approvals of plans, budget and expenditure.
c) Provides oversight on all hospital operations.

The core responsibrlity of the HMC is the following;
i) Overseeing hospital performance improvement of the hospital and tts progams, quality of

services being offered and ensure that areas needing improvernent are appropriately
addressed.

ii) Participating in planning for the hospital in line with department of health.
iii) Mobilizing resources tbr the hospital's development and operation.
iv) Overseeing the financial operations of the hospital by ensuring a sound financial

management system encompassing financial plans, performance evaluation and regular
reporting.

v) Ensure development ofhospital human resources by organizing, protecting and enhancing
hospitals HR and ensuring a conducive environment.

vi) Ensuring communities rights are fulfilled and their needs are adequately met by evaluating
the services of the hospital to ensure that they fulfill the rights of the communities and
comprehensively address their needs

vii) Maintaining a positive public image by ensuring patients' rights charter are developed and
positioned at the right places.

viii) Ensuring compliance with environmental regulation and standards i.e. ensuring the
hospital operations are in compliance with environmental laws and regulations lvith regard
to disposal of medical rvants and endeavor to encourage envirorunent conservation within
the hospital and its environs.

ix) Enhancing external relationships and partnerships by ensuring proper linkages with all
stakeholders and enhance strategic partnerships.

lx



Mokirulu Sub Coun4, Hospital (Makueni Couttty Government)
Attrrual Report and Financial Statements for The Year Eruletl3dh June 2022

x) Mitigate potential conflicts of interests by ensuring staff and HMC members act ethically
at all times and acknowledge their adherence to the public office's ethics Act 2003 and
code ofconduct.

xi) Risk management by ensuring the hospital strategies and systems to identify and mitigate
risk.

xii) Regulating compliance by ensuring hospitals complies with the laws and regulations.

In view of the above, during the financial year 2021/2022 the HMC had the following key activities:
i) Ensuring equitable distribution of funds to various expenditure items such as salary payments,

medical expenses, general expenses, repairs and maintenance, as well as setting aside
development funds.

ii) Allocation of funds for maintenance of motor vehicles, buildings, plant and machinery. The
HMC has witnessed renovation of nutrition's and social worker's office, construction of
breastfeeding hut, rehabilitation of mortuary and incinerator, renovation of patient's toilets,
installation of orygen piping to the ICU and theatre, among other key developments.

iii) Ensuring supplementary supply of emergency pharmaceuticals and non-pharmaceutical items
in the hospital especially theatre and maternity drugs. Its has also ensured that funds are
allocated for laboratory supplies to patients' convenience.

iv) Formulating The Makindu Hospital strategic plan, with detailed analysis of the position of the
hospital by the year 2025.

v) The HMC participated in the process of mobilizing resources through strategic partnerships to
obtain a water desalinization plant from Water Kiosk Kenya, and installation of cabro-paving
blocks extending from the main gate towards the SCMOH's offices.

vi) It has also ensured the purchase ofvital medical equipment such as SP02 leads, hydrocollator
machine, pulse oximeter, MVA sets, Drip stands, delivery sets, dressing packs, fragment sets,
patient nronitors, condensing units, oxygen florv meters among other key equipment.

vii)Security has also been enhanced within the compound by ensuring that CCTV cameras are

installed. All departments are also connected via telephone extensions for ease communication
amongst the staff members.

However, the HMC has faced several challenges while undertaking its responsibilities. Some of
these challenges include:

i. Dilapidated infrastructure that has no adequate space to offer services. For instance, the
physiotherapy, occupational therapy, administration, CCC.

ii. There is also inadequate infrastructure that need expansion such as the laboratory and
surgical wards where patients share beds.

iii. Shortage ofhealth workforce such as nurses.

iv. Low staff morale due to delay in promotions.

v. Inadequate funding leading to increased pending debts.

vi. Delay in funding from the medical schemes.

vii. Shortage of drugs and commodities.
viii. Shortage of modem and advanced medical equipment.
ix. Poverty amongst the community members leading to increased number of waivers.
x. Shortage of ICT equipment and knowledge.

x
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Therefore, we propose the following recommendations to make the hospital a better facility:
i. Construction of new and spacious structures to accommodate needy departments.
ii. Employ more taskforce for efficient health delivery especially nurses.
iii. Speed up promotions and resignations.
iv. Increase R I I funding and speed up disbursement of funds from the respective stakeholders
v. Increase supply of drugs and commodities.
vi. Purchase modern medical equipment.
vii. County should compensate health facilities for the fees waived to minimize loses.
viii. Provide and train staffon ICT.

I extend my sincere gratitude to the hospital and the entire board for their continued support towards
the deliberate efforts made to make the hospital a facility of choice by the society.

Eng. Daniel Muli
Chairman HosD ital Manasement Committee

xl
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V. Report of The Chief Executive Officer
Makindu Sub-county Hospital rvas establish ed in 1924 as a Dispensary of East Africa Rail*ays. It
was later handed over to the Ministry of Health and developed to a sub-District }{ospital in l9g9
under the then Machakos district. She is situated along Nairobi-Mombasa highway, about 172
kilomehes South East of Nairobi city. The hospital is currently the second largest public healthcare
facility -after Makueni county Referral Hospital- in Makueni county. She is both a referral and
teaching hospital serving Kibwezi west constituency. The facility is the main teaching hospital for
Kenya Medical rraining college, Makindu carnpus, which trains various health worker cadres
lncluding clinical officers, nurses and medical trauma technologists. She is an internship centre for
graduate medical doctors and clinical officers.

Apart from Kibwezi west, the hospital also serves patients from Kibwezi East, Makueni and Kilome
sub-counties of Makueni county. She also serves clients from neighbouring counties of Kajiado,
Taita Taveta, Machakos and Southern parts of Kitui county. The hospital handles most of the Road
Traffic Accident cases occurring on the highway between Salama and Mtito-Andei towns, along
Nairobi-Mornbasa highway. she has specialist consultants in General surgery, orthopaedic surgery,
obstetrics and gynaecology' paediatrics and internal medicine. Her bed capacity is lg9, with
additional I I incubators and 12 cots in her new-bom unit. The current bed occupancy is I I l% while
about 95'000 clients seek out-patient services annually with an opD utilization rate of 130%.

The hospital has excelled in some areas of service delivery. one being in orthopaedic surgery in
which tertiary services like replacement arthroplasty (e.g., total hip or knee replacement) have been
carried out successfully placing her high in specialist care. These surgeries bring patients from the
farthest comers of Eastem region of the country and from the neighboring Republic of ranzania
Makindu hospital boasts to have the first laboratory to acquire ISo 151gg-2012 certification in lower
Eastern region The accreditation was done in september 20-l9 and has been maintained in successive
years after successful annual assessments by Kenya National Accreditation Service (KENAS). The
reliable' accurate and timely laboratory results offered by our laboratory have made healthcare
services more attractive and satisfactory to both our intemal and extemal clients.
The hospital has continuously been improving on revenue collection. During financial year
2020/2021, the hospital generated ksh 77,000,905 in revenue (Ksh 19,650,660 cash, Ksh 17,631,535
from NHIF and Ksh 39.718,710 fiom Makueni care). Revenue shortfall rvas attributed to covid-]9
pandemic as patients avoided the hospital for being a treatment site for covid-19 patients. The rnain

x
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revenue streams are Cash payments/FlF, health insurance (NHIF) and Makuenicare programme; all
contributing on average 26%,26% and 489/o respectively. The annual expenditure averages Ksh 95M.

Generally, revenue raised has been increasing over the last 4 years. Last financial year (2021122) the

hospital raised Ksh 113,833,664 (FIF 30,261,148.00, NHIF 31,107,516.00 and Makuenicare

52,465,000). The revenue increment was attributable to reforms made targeting FIF and NHIF claims.

The hospital stopped all cash payments by adopting MPesa pay bill. The facility also increased the

number of clerks handling NHIF claims to 5 and distributed them between OPD, MCH and In-patient.

The hospital NHIF office began to operate 24 hours.

The main challenge with financing is erratic and unpredictable financial flow from NH1F and

Makueni care. The hospital incurs substantial waivers and exemptions annually due to services

offered to indigents, unknown victims and prolonged preservation of unknown bodies in the

mortuary. On average the hospital incurs losses in revenue through exemptions and waivers totalling

to Ksh 6,115,773 annually. The operational environment and economic situation have posed

challenges making the hospital unable to provide services within availabte financial resources.

Inability of the health department to supply adequate medical drugs and non-pharmaceuticals, covid-

19 pandemic and the increment of commodity prices has made the situation worse. The hospital

therefore has been operating on debt and paying whenever finances are available.

By the close of the financial year, the hospital owed suppliers Ksh 21,320,898.00; allowances to staff
(who cover duties while supposed to be off duty, as a result of staffing shortage) totalling to Ksh

7,666,700.00; and daily subsistence allowances totalling to Ksh 474,055. This translates to a total

pending bill of Ksh 29,461,653. The hospital prepares quarterly budgets to appropriate revenue raised

in previous quarter. During Ql FY 2022123 budget, the hospital appropnated Ksh23,467,i46.00 to

defray Ksh 18,487,791.00 (part of debt owed to suppliers), Ksh 4,505,900.00 (part of staff locums);

and Ksh 474,055 (daily subsistence allowances) respectively. This translates to 87o/o,59o/o and lO0o/o

of debt owed to suppliers, stafflocums and daily subsistence allowances respectively.

MEDICAL
MA!{lNlllr sl

SUP
tH-c

ERINT
OItNYV

Noilr
osrrtrAl

E
t{

Dr. Patr k Mutinda
0 I MAY 202{

. iiox Bl-9013E'
MAKINDU

Medical Superintendent
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VL Statement of Performance Against Predetermined Objectives

The hospital provides curative, rehabilitative and preventive health services to external and intemal

clients according to Kenya Essential Package for Health. Provision of services is a process whose

effectiveness cannot be assessed wrthout taking note of outputs or outcomes. Dtring the

implementation period (2021122), the hospital had set both service delivery and developmental targets

as presented in the table belorv.

HIV+ preglant mothcrs rcceiring preventirp ARV's lo

rcrlucc risk of mother to child tmnsmission (cM tCT)
100%

f'roportion of Pregnunt Women receiling TT2 Plus

unrllun tiait lton
t4616

Chil&etr under I 1'eor ofage fully irnmunizcd 9t%

Proportion of TB ptients compleling tiestrDent 82 1%

IB cose dctcttion rutc 6/ I,000

Elirninate
communicable
conditions

Numtrr of eligibte I IIV clients on ARVs tu)%

I\oponicn ofodult ()PD clie'nts rvith BMI measured o.tv.

Proportion of Women ofRcproductive Age screeaed

for ceryical can(a r
|,y,

Nurnber of nes' ()utpati€nts $,ith uteot!l heslth

conditions
53

Halt, and
rsverse the
rising burden
ofnon-
communicable
conditions Number of nerv Outpstienls found with bkh btood

Prurswe
35

Prcgnsot rvomen attending at least 4 ANC lisits 94%

l)roportion of Wornen olreproductit,e agc (WRA)

recc'iving family plunning (I.P) conmulities
t8v.

Proponion of prcErant rvomen gctting iron

supplcments
271Yo

l)elivcrics conductcd by skilled attendsnts 37 tv.

Provision of
essential
services

Numbl,r ol'hea.lth rvo iers IrainLd on smergency corc 8

Nurnber ofhealth rvorkers trsined on post rope c{rc 20

Reduce the
burden of
violence and
injuries

hoportion ofChildrcn uuder 5 years atrending Child

Welfore Clinics for growrh monitoring
t8v"

Numbcr of Clients tested for l{IV 4,5i1

Minimize
exposure to
health risk
factors

Numtrer of mondrly llospitd Mansgement Team

mecturgs held
4

(]r.urterly pcrfomrance reviorv rneetings held I

Operationalize health

policy 2014-2030

Strengthen
collaboration
with health-
related sectors

xlv

Strategic
Pillar/ThemeAssues

Objective ; Key Performance Indicators I Achierements
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VII. Corporate Governance Statement

The hospital is governed by I{ospital Management Committee (previously called Hospital
Management Board) comprised of 6 members representing the community and 3 ex-offiiials
represenfing County administration and the National government. The medical superintendent serves
as secretary. The HMC serves for 3-year term. The current mernbers were gazetted on 26d' March
2021. The team meets quarterly and has two sub-committees (Primary healthcare/quality and
Finance/audit/general purpose) which meet quarterly and submit findings to full board meeting. Last
financial year (202112022), the full HMC met 4 tirnes and the meetings are minuted. There is no
charter outlining individual roles and the HMC exercises collective responsibilityl with the chairman
being accountable for any decisions rnade.

HMC members are appointed by the ECM health services from members of community in the region
served by the hospital. There are guidelines from the National Ministry of Health used to identify
members to ensure equitable representation including representation of women, youth and persons
with disability. The HMC generally serves as link between the hospital management and community
being served. It serves to safeguard community interests health service provision. The members of
HMC were inducted in a sensitization meeting conducted by the County Health Administrative
Officer. The HMC has no remuneration package and is accorded sitting allowances every time
engaged.

VI[. Management Discussion and Anatysis

In the last three linancial years, the hospital continued to provide curative, rehabilitative and
promotive health services to the public. In order to improve the quality of services offered, the facility
has continued to address gaps across all healthcare pillars i.e. stafTing, infrastructure, health products,
health information, service delivery, financing and leadership. The management over the period
engaged additional technical and support staff on contractual/casual basis to bridge staffing gap. In
total the management added 62 new staff(31 professional and 3l support). The support staffinclude
2l casual labourers and l0 clerical officers while the professional staffinclude 8 clinical officers and
I 0 nurses.

On infrastructure, the hospital managed to undertake several projects to improve usability. Some of
the projects are as listed below:

l. Renovation of old theatre building to a purely maternity theatre. This was to ensure our
mothers are attended to in time due to proximity of the building to matemity unit.

2. Renovation of Ngei ward (male medical ward) which included curtain portioning for patient
privacy

3. Construction of a new out-patient washroom block
4. Purchase of assorted furniture, equipment and linen. The hospital has been acquiring

additional fumiture, equipment and linen annually to bridge shortage. The need is higher than
available resources and therefore on average the facility has been spending more than Ksh 2M
on the items annually

5. Purchase of industrial laundry machine

xv
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6. Repair of one mortuary chamber. The hospital mortuary has 5 chambers (8 body capacity
each) but only 2 had been functional. The management rehabilitated into operation a third
chamber and did minor repairs on the two which were already operational.

7. Purchase of generation 8 server for management of information. This included upgrade of
LAN network and creation of a server room with appropriate security

8. Purchase of desktop and laptop computers, mobile phones for OPD, Matemity and customer
caro.

9. Purchase of LCD projector

10. Purchase of assorted household items (fridges, utensils, boots, tea urns, car wash machine,
sewing machine etc)

1 l. Installation of CCTV network
12. Renovation of drug store, medical social worker office, nurtrition and psychiatry rooms
13. Renovation of old pharmacy into dental unit
14. Purchase of 10,0001 plastic tanks for water storage

15. Creation and equipping oforthopaedic technology room
16. Upgrade of intercom network
17. Relocation of administration block to resource centre building

Generally, the hospital has been receiving 45-55% fill rate of drugs and non-pharmaceutical
cornmodities from the departonent. To bridge the gap, the management has been purchasing additional
drugs and non-pharmaceuticals from KEMSA, MEDs and prequalified local suppliers. This has

greatly sustained service provision especially in the laboratory and radiology units which have never
stopped service provision due to shortage of commodities.

In order to minimize expendifure on food items, the hospital engaged in irrigation farming of majorly
vegetables. This has on averaged helped save ksh 260,000 monthly. The surplus vegetables are sold to
staff on fair prices (ksh 15 per kg) as a way of motivation. Similarly, the hospital partnered with
Water Kiosk (an NGO) to desalinize borehole water. This has helped to supply purified fresh water
for drinking and utilization in laundry and theatre. The plant saves the hospital on average Ksh 90,000
monthly; money that was spend for water trucking.

ln financial year 2018119, the hospital raised 73M in revenue. Activities to streamline revenue

collection have yielded tremendous results and the hospital is now raising over 90M annually. Part of
the changes included hiring of additional NHIF clerks to operate 24 hours, stoppage of cash

collections and involvement of nursing staff in billing. Minimization of comrption and reduction of
pilferage have also contributed in more revenue realization. The graph below shows revenue trend
over three financial years:
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In order to streamline development and improve quality of services delivered, the hospital has
developed a five-year strategic plan2022-2027 tobe the guiding document. Despite the investments
made, the hospital faces major risks including pandemics (covid-19), increasing poverty levels among
the public, low enrolment to health insurance, drought, increasing burden of non-communicable
diseases and injuries. The hospital has complied with statutory and other financial obligations as
required However, incongruence between financial flow and material need forces the hospital to
acquire needed commodities on credit for later payments.

Under servjce delivery, the hospital has made remarkable progress in realizing positive outcome. Thefacility is the main referral and teaching hospital in the greateiKibwezi region. It serves communities
across Makueni, Kajiado, Kitui and Taita Taveta Counties. Some of the outcome indicators are aspresented in the table below:

Indicator 20t9t20 2020t2t 202U22

Bed Capacity 152 t52 165

Inpatient Workload 6.598 5,083 5,584

-) Outpafient Workload 61,912 53,450 54,526

4 A&E (accident and ernergency) 906 I,240

-5 Special Clinics )) )o< 19,836 23,800

6
.,

7 ratc

of Stay (in-patlentAvera e Len
Bed Occrr ll0

5

52

4

46
8 ical Theatre utilizationSur 4,714 I 350
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Financial performance that includes
The hospital has three main sources of revenue; FIF/Cash, Health insurance (mainly NHIF) and
Makuenicare (a social security program run by Makueni County government). Both FjF anA NUtf
(capitation, Civil servants, police, linda mama and Edu afya) conirii ute 25oh each of hospital revenue
while Makuenicare contributes 50%.

Revenue raised is retained in hospital FIF account held with KCB Makindu branch. Every quarter, the
management prepares and-submits appropriation budgets (for revenue raised in previous quarteiy to
the office of the Chief Otficer Health Services for ipproval and AIE issuance. ttre hospital is an
independent procuring entity and therefore able to incur expenses as detennined by apiropriation
budgets- All expenditures are guided by available regulations and laws especially puuiic iiocurementand asset disposal act of 2012.

f

Dr. Patri Mutinda
Medical Superintendent
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IX. Environmental and Sustainability ReportingMakindu Subcounty hospital exists to tru*iJ.,, Iives. It'i what guides us to deliver our strategy,
putting the client/citizen first, delivering health services, and improving operational excelence.
Below is an outline of the organisation's policies and activities that promote sustainability.

i) Sustainability struteg) ancl proJile

The hospital plans to put in place and strengthen activities geared towards ensuring
sustainability and resilience of hospital operations. Key among envisaged activities are
measures to increase revenue generation. The hospital targets to partner with private insurance
companies in service provision as the main avenue of realizingmore revenue. Additionally,
expanding the spectrum ofservice availability especially tertiary laboratory tests and surgical
interventions, fields where the hospital has not exploited full potential, will greatly increase
revenue generation

Secondly the hospital plans to put in place me€Bures to minimize wastage and pilferage of
resources. This targets hearth products and technologies, for example, to adopt difrerent
measures to administer insulin while minim izing the number of needles spend. Strategic
purchasing will guarantee quality products which minimize wastage e.g. avoidance of single
use syringes' The rnanagement has also identified avenues for minimizing financial
expenditure through el iminating unnecessary processes.

i i) E nv i r o n me ntal pe rfo r ma nc e

The hospital has a challenge of sewerage and relies more on a few septic tanks. The lancl
earmarked as cemetery has been grabbed by private deveropers. The long_term pran is to put
up a lagoon to sort sewerage matters and follow up with county department of rands to
reclaim cemetery land The hospital has plans to strengthen infection prevention and control
(IPC) activities' To that end, the managers ensure eflicient and efrective hospital waste
segregation and disposal' The facility has the advantage ofhaving an incinerator in place for
waste disposal we have planted trees in the compound and identified two areas for
recreational park/garden development.

iii) Employee welfare

The hospital staff establishment is mainry under the county pubric Service. However, to
bridge statling gap, the facility has engaged both prot'essional and support statT on casual
basis The executive expenditure committee has laid down guidelines on recruihnent, terms of
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service and welfare matters concerning staff. Contractual engagement is usually renewed six
monthly' All members of staff irrespective of ernployer are treated equally and accorded
similar oppormnities. The hospital runs a weekly continuous medical education (ClufE)
program to improve workers knowledge and skills. The program is accredited by Kenya
Medicaj Practitioners and Dentists Council (KMPDC). The facility has compried wth
occupational Safety and Health Act2OOT and has deployed an environmental health officer to
spearhead environmental health activities.

w) Market place practices-

organizations depend on their suppliers in order to satisfu the needs and expectations oftheir
customers, on whom they depend. The hospital acknowledges the need for mutually beneticial
supplier relationships.

a) Responsible compaition practica

The hospital being an independent procuring entity prequalifies suppliers under
different needs. The framework agreements cover 2 to 3-year periods. This ensures fair
competition, guarantees business and minimizes corruption. The hosprtal is guided by
the County treasury to ensure compliance with regulations and political involvernent.

b) Responsible Supply clnin and supplier relations

The procurement department is responsible for procurement and asset disposal
processes. The head of the unit reports to the accounting officer through the

administrator. Hospital supplier relations are discussed during EEC meetings and
additionally suppliers can raise concerns either verbally or in writing whenever there is
an issue. Payments to suppliers are done equitably without favour or undue influence.

c) Responsible marketing and advertisement

The hospital requires organizations marketing their products and services to seek

approval from hospital top administration before engaging staffl Most of the times,
organizations are requested to participate in cME for impartiality and inclusive
participation. The hospital guided by health policy restricts and prohibits marketing of
services or products that have been blacklisted e.g. infant forrnula and breast milk
substitutes
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r)

d) Product stewardship

Acquisition of health products is guided by national policy especially Kenya Essential

Medicine List updated regularly. Purchase done from reputable main distributors to

assure consumer safety and rights.

Corporate Social Responsibility / Community Engogements

Makindu Sub County hospital is not involved in corporate social responsibility and

does not have a policy guiding on the same. However, in her cunent strategic plan, the

hospital plans to hold health promotion camps for the benefit of the community.
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X. Report of The Board of Management

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

Principal activities

The principal activities ofthe hospital are to provide health services to the public

Results

The results ofthe entity for the year ended June 30 are set out on page I to 9

Board of Management

The members of the Board who served during the year are shown on page viii

Auditors

The Auditor General is responsible for the statutory audit of the hospital in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

tcAt SUPERIiITE NT&lA(trun;1 q1 rR....rl I NTY llospl"Al.
Dr. Pat k IVIutinda.
Medical Superintendent.
Secretary ofthe Board.

0I MAY 2024

P. O. Bo
MA

x tJ t -901 38.
KINDU
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XI. Stetement of Board of Menagement's Responsibilities

Section 164 of the Public Finance Management Act, requires the Board of Management to prepare

financial statements in respect of the hospital, which give a true and fair view of the state of affairs of
the hospital at the end ofthe financial year and the operating results ofthe hospital forthat year. The

goafit of Management is also required to ensur" that the hospital keeps proper accounting.records

which disclose ,"ith reasonable aciuracy the financial position of the entity. The board members are

also responsible tbr safeguarding the assets ofthe hospital.

The Board of Management is responsible for the preparation and presentation of the hospital's financial

statements, rvhich give a true anti fair view of the state of affairs of the hospial for and as at the.end of
the financial yearlnded on June 30,2022. This responsibility includes: (i) rnaintaining adequate

financial management arrangements and ensuring that these continue to be effec'tive tkoughout the

reporting period, (ii) maintaining proper accounting records, t'hich disclose with reasonable accuacy

at any tiirl the financial position of the entity, (iii) ctesigning, irnplementing and maintarniug intemal

"ortol, 
relevant to the pieparation and fair presentation ofthe financial statements, and ensuring that

they are free from materiaf misstatements, whether due to error or fraud, (iv) safeguarding the assets

ofthe hospital (v) selecting and applying appropriate accounting policies, and (vi) making accounting

estimates that are reasonable in the circumstances'

The Board of Management acc€pts responsibility for the Makindu level 4 hospital financial

which have been prepared using appropriate accounting policies supported by reasonable and prudent

judgements and istimates, in lonformity with Intemational Public Sector Accounting Standards

ipSeS), and in the manner rcquired by th; PFM Act,2Al2. The Board members are of the opinion that

the hospital's financial statements give a true and fair view of the state of entity's lransactions during

the financial year ended June 30, ZOZZ, ana ofttre hospital's financial position as at that date. The Board

members further confirm the completeness of the accounting records maintained for the hospital qfuch

have been relied upon in &e preparation of the hospital's financial statements as well as the adequacy of

the systems of internal financial control.

Nothrng has come to the attention of the Board of management to indicate that the hospital w"ill not

remaini going concern for at least the next twelve months from the date of tttis statement.

Approval of the financiel statements

Thc Hospital's financial statements were approved by the Board on 9e May 2024 and signed on its

behalt b1'

;V.
Narlle: llng. Daniel lr{uli
Chairperson
Board of Matrffgement

Dr. Patr 1\'Iutinda i ilgMAy2oz4Medical Superintendent
Accounting Officer

MEDICAL SUiJTRINTENDENT
$a,l(L{sjr suF-eo I I 

^rry 
H osptrAl

P. O. Box 81.90138,
MAKINDU
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL
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HEADOUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooroo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON MAKINDU LEVEL 4 HOSPITAL FOR THE
YEAR ENDED 30 JUNE, 2022 - COUNTY GOVERNMENT OF MAKUENI

PREAMBLE

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

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

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

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of lhe Constitution, the
Public Finance Managemenl AcL,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 Makindu Level 4 Hospital -

County Government of Makueni set out on pages 1 to 52, which comprise of the statement

of Makueni



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 eualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Makindu Level 4 Hospital - County Government of
Makueni 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 Act, 2012, the County
Governments Act, 2012 and the Health Act,2011.

Basis for Qualified Opinion

1. lnaccuracies in the Accumulated Surplus Balance

The statement of financial position reflects accumulated surplus of Kshs.7g,3S4,8S8
while, the statement of changes in net assets reflects accumulated surplus balance of
Kshs.79,529,133 resulting in an unexplained variance of Kshs.174,275.

ln the circumstances, the accuracy and completeness of the accumulated surplus
balance could not be confirmed.

2. Non-Disclosure of Employee costs paid by the county Government

The statement of financial performance reflects employee costs of Kshs.31,913,284 for
casuals and contractual staff as disclosed in Note 16 to the financial statements. The
Hospital also received services from medical staff employed and paid for by the County.
However, the expenditure has not been disclosed in the financial statements and the
payroll was not provided for audit.

ln the circumstances, the accuracy and completeness of employee costs expenditure of
Kshs.31,913,284 could not be confirmed.

3. Non-Disclosure of Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment balance of
Kshs.58,516,295 as disclosed in Note 31 to the financial statements. However, the
Hospital has movable and non-movable assets of undetermined value relating to land,
buildings, furniture and fittings and computers which were not valued and disilosed in
financial statements.

ln the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.58,516,295 could not be confirmed.

Report of the
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Makindu Level 4 Hospital Management in
accordance with ISSAI 130 on the Code of Ethics. lhave fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects budget and actual
revenues of Kshs.130,573,014. However, the budget amounts have not been supported
by way of an approved budget by the Board.

My opinion is not modified in respect of this matter.

Key Audit Matters

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

REPORT ON
RESOURCES

LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

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 LaMulness
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 lawfully and in an effective way.

Basis for Conclusion

1. Late Submission of the FinancialStatements

During the year under review, the Hospital Management submitted financial statements
for the year ended 30 June, 2O22lo the office of the Auditor-General on 6 April, 2023,
six (6) months after the statutory deadline of 30 September, 2022. This is contrary to
Section 47(1) of the Public Audit Act, 2015 which requires that financial statements should
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.

Report of the Auditor-General on Makindu Level 4 Hospital for the year ended 30 June, 2022 - County Governmenl
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2. Failure to Prepare Quarterly Revenue Reports

The statement of financialperformance reflects an amount of Kshs.31 ,110,248 in relation
to the rendering of services - medical income as disclosed in Note 11 to the financial
statements. However, the Hospital did not provide evidence to show that the reports were
prepared and submitted the same to the County treasury with a copy to the Auditor
General. This was contrary to Regulations 64(1) of the Public Finance Management
(County Governments) Regulations, 2015 which requires the Accounting Officer or
receiver of revenue or collector of revenue to prepare a quarterly report not later than the
15th day after the end of the quarter.

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

3. Deficiencies in lmplementation of Universal Heatth Coverage

lnspection of services offered, equipment used and number of members of staff at the
hospital in April 2024 revealed that during the year under review, the Hospital did not
meet the requirements of Kenya Quality Model for Health Policy Guidelines due to staff
deficits as analysed in the table below.

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

Report of the Auditor-General on Makindu Level 4 Hospital for the year ended 30 June, 2022 - County Government
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Personnel
Level4

Standard
Actual

Numbers Variance
Percentage

otto
MedicalOfficers 16 13 3 19

Anaesthesiologists 2 0 2 100
General Surgeons 2 1 50
Gynaecologists 1 1 50
Paediatricians 2 1 50

2 0 2 100

Kenya Registered
Community Health Nurses

75 85 (10) (13)

Total 101 1 0 1 0

Services Required ln-Post Variance
Percentage

otlo
6 3 3 50

HDU Beds 0 6 100

Renal Unit with Dialysis
Machine

0 5
100

Tota! 3 14

1

2

1

Radiologists

Functional ICU Beds
6

5
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ln addition, the Hospital had three (3) functional ICU beds but only one ventilator while
two ventilators had been borrowed by Makueni County Referral Hospital at the time of
audit.

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

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

4. Long Outstanding Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.29,461,653 as disclosed in Note 34 to the financial statements. However, the
balances have been outstanding for more than one year which may have been attributed
to inadequate funds to settle the financial obligations as they fall due. This was Contrary
to Section 53(8) of the Public Procurement and Asset DisposalAct, 2015 which states
that an Accounting Officer shall not commence any procurement proceedings until
satisfied that sufficient funds to meet the obligations of the resulting contract(s) are
reflected in approved budget estimates. The failure to settle payables may result in
suppliers withholding the supply of goods, supplies and pharmaceutical items and hence
adversely affect service delivery.

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

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

1. Failure to Maintain an lmprest Register

During the year under audit, Management did not maintain an imprest register. This was
contrary to Regulation 93(aXc) of the Public Finance Management (County Governments)
Regulations, 2015 which requires that before issuing temporary imprests under

Report of the Auditor-General on Makindu Level 4 Hospital for the year ended 30 June, 2022 - County Governmenl
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paragraph (2), the Accounting Officer shall ensure that the applicant imprest has been-
recorded in the imprest register including the amount applied for.

ln the circumstances, the effectiveness of internal controls on management of imprest
could not be confirmed.

2. Lack of Risk Management Policy

During the year under review, the Hospital operated without a documented risk
management policy framework. ln addition, there was no evidence of risk identification,
risk assessment and evaluation of likelihood of risk occurrence and its impact on the
entity's operation. This was contrary to Regulation 158(1) of the Public Finance
Management (County Governments) Regulations, 2015 that provides that the County
Government entity shall develop risk management strategies, which include fraud
prevention mechanism; and a system of risk management and internal control that builds
robust business operations.

ln the circumstances, the effectiveness of risk management processes in the Hospital
could not be confirmed.

3. Lack of lnternal Audit Unit and Audit Committee

Review of the Hospital's governance system revealed that the Hospital did not have an
lnternal Audit Unit but relied on the services of the County Executive lnternal Audit.
Further, there was no evidence of internal audit reports and no internal audit committee
was in place for the year under review. This was contrary to Regulation 167(1) of the
Public Finance Management (County Governments) Regulations, 2015 that requires
County Government entities to establish an audit committee in accordance with
prescribed regulations to monitor the entities governance process, accountability process
and control systems, offer objective advice on issues concerning risk, control, regulatory
requirements and governance.

ln the circumstances, the effectiveness of the accountability processes and internal
controls systems could not be confirmed while the Management was in breach of the
law.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal 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 the Board of Management

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

Report of the Auditor-General on Makindu Level 4 Hospital for the year ended 30 June, 2022 - County Government
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misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, 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.

The Board of Management is 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.

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 lSSA|s 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 rn compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
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the audit report in compliance with Article 229(7) of the Constitution. My consideration of.
the internal controls would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

. ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

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

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 that 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 to sustain its services.

a

a

O

a

a

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

Perform such other procedures as I consider necessary in the circumstances

Report of the Audilor-Ceneral on Makindu Level 4 Hospital for the year ended 30 June, 2022 - County Government

of Makueni

8

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.



I 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 controls that are identified during the audit.

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

FCPA a v a CBS
AUDITOR-GENERAL

Nairobi

26 June,2024

Report of the Auditor-Ceneral on Makindu Level 4 Hospital for the year ended 30 June, 2022 - County Government

of Makueni
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Makindu Sub County Hospital (Mokueni County Govemment)
Annuol Report ond linsncial Statenr entsfor The Yenr Ended 3dh June 2022

XIII. Statement of Financiar perf'ormance for The year Ended 30 June 2022

froReven eII nm n0 ex anch ge

fr ltlo eth Cottl] Go verntn enty 5 r ,1 88,500.00
In- kind contrib
Governrnent

utions frorn the Courty
7 33,493,24s.00

Gran S fron.l clo ofll alrs d deve o ln ne t ersarfllp p 359,400.00
sl'errT aD S lnfro herot Govenllnen ent trtl es

tiPub c c 11o 1n bu anons d donatr Solr

85,041,145.00
tiReven lle fro m chex na trAnsa c no sge

Renderi of selvr es-c eM ding cal Servl Ice ncoln 3l,l 10,248.00
Revenue from rent of facilities t2
Finance /lnterest Income 13
Other incorne (spectfu) 14 47,9t4,866.00

fro rievR uen e m ccx h a n e t nra sac onso 79,025,114.00
Total revenue 164,066,259.00

Expenses

Medical/Clinical costs l5 41,670,614.00
Employee costs l6 3 I ,9 13,284.00
Board of Management Expenses 17 r 94,800.00
De at o anII d arnprec zaorti otr exII l1 SCpe | 1 ,142,07 5.00
Repairs and tnaintenance

Grants and subsidies

General expenses s3,935,267.00
Finance costs

Total expenses
147,599,021.00

Other gains(losses)

al(j ll on d s osal IIf -Curroll tenpo ssea S 23
fainrealU zed oll r VA eugaln of llvestlnerl ts 24

Medi cal s tvlce Cs llo tStrac Galn SSESs/Lo 25 (20,s44,757.00)
Lnpairment Ioss

forellGai oll excgn trarrsactionshauge

(losses)Total other gains/ (20,544,757.00 )
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Transfers
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Makindu Sub County Hospital (Makueni Coun6, Government)
Annual Report aild Finaucinl Statementsfor The Yeqr Ended 3dt' June 2022

Net Surplus for the year (4,077,519.00)

The notes set out oD pages 25 to 42form an integral part of the Annual Finalcial Statements

The Hospita
its behalf by

l's financial statements were approved by the Board on 9s May 2024 and. signed on

Eng. Daniel Muli
Chairman

Board of Management

Christine Mutuku
Head of Finance
ICPAK No: 15728

Dr. k Mutinda
tv*Iedical Su perin tenden t

illEDICAt. SUPE AIH'f EI.IDENT
uAKlunu sl rn,cot lurv HOSaITAL

0I MAY 202t

P. O. Box tt1'90'l 38'
MAKIND U

Attributable to

SurpluJ(r/elcit) attributable to minori ty interest
us attributable to owners of the controlling

entl
Surpl

(4,077,519.00)

(4,077,5I9.00)

')
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ilIakinda Sub County Hospital (Mokueni Coang Goverument)
for The Year Enrled 3dh Jane 2022

Annual Report ond Fintncitl ststements

xIV. statement of Financiar position as of 30tr' June 2022

Assets

Current assets

Cash and cash equivalents 27 27 ,831,678.18
Recel Ivab es {ionr ex han e transa hc on s(, 28 18,035,396.00

eceivables from non-exchange
transactions
R

29

Inventories 30 4,433,142.00
Total Current Assets 50,300,216.18
Non-cu rrent assets

hoperty, plant, and equlplnent 3l 58,516,295.05
Intangible assets 32
Investment property J-)

Total Non-current Assets 58,516,295.05
1'otal assets 108,9 16,51 1.23

Liabilities
Current liabilities
Trade and other payables 34 29,461,653.00
Refundable deposits from
custolners/Patients 35

Provisions 36
Finance lease obligation 37
Current portion of defened income 38
Current portion of borrowings 39
Total Current Lia bilities 29,46I,653.00
Non-current liabilities
Provi sions 36
Non-Current Finance lease obli gation 37
Non-Current portion of defened income 38

osNon - Cun'ent portion of bonowin
Service concession liabili ty 40

Total Non-current liabilities
Total l-iabilities 29,461,653.00

rr

IIIII

II

II

3

Descriotion .,
0-.t-

s
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Mskindu Sub County Hospital (Makueni Coutrty Governntent)
Annaal Report and Finaucial Stqtenentsfor T'he Yeqr Ended 3dh June 2022

Nct Assets

Revaluation reserve

Accumulated surplus/Defi cit 79,354,858.23

Capital Fund

Total Net Assets and Liabilities 108,816,511.23

The notes set out on pages 25 to 42 fonn an integral part ofthe Annual Financial Statements.

Tlre Hospital's financial statements were approved by the Board on th May 2024 and signed ou
irs behalf by:

Oa"
Eng. Daniel Muli
Chairman

Board of Management

Christine Mutuku
Head of }-inance
ICPAK No: 15728

Dr. Pat k Mutinda
Medical uperintendent

MEDICAL SUPERI NTENOENT
uAKrNnt I sun.eollNrY HOStltAl

0I MAY 2024

r). O. Box 81-90138'
MAKINDU

J
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Mskindu Sub Coanty Hospital (Makueni Courtty Government)
Annusl Report ontl Finuncial Statementsfor The Year Eiltlert 3dh June 2022

XV. Staternent of Changes in Net Asset for The Year Ended 30 June 2022

('l'he note.s,\et otrt on page.s 25 to 12forut an inlegrul part oJ'the Annual Financial Statements.)

The Hospital's financial statements were approved by the Board on 9e May 2024 and signed on
its behalfby:

ng. Daniel Muli Christine Mutuku
Head of Finance
ICPAK No: I5728

Dr. ck Mutinda
Chairman Medical Su perintendent

Board of l\Ianagement
RIN'TE

MAKIND
EDICALS

u stln'co
UPE

1lP rY HnSFirAL

0 g MAY 2024

-90138'
Dtl

As at July I,
2020
Revaluation
gain

Surplus/(deJicit)
for the year

Capital/Develop
ment grants

As at June 30,
2021

At July 1,2021 83,606,652.23 83,606,652.23

Revaluation
gain

Surplus(deficit)
for the year (4,077,5l9 0o) (4,077,5 r 9 oo)
Capital,/Develop
ment grants

At June 3O
2022 79,529,133.23 79,529,133.23

5

P- O. Box 81
MAKIN

Revaluation
re3erva

Accunr ulated
su rnlus/Deficil

Capital
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Makindu Sub Couaty Hospital (Makueni Cotutty Government)
Annaol Report and Finoncial Stotementsfor The Year Ende(t 3dh June 2022

xvl. statement of cash Flows for The year Endetl 30 June 2022

Cash flows from operati ng activities
Receipts

Transfers from the County Government 6 5l ,l 88,500.00
Grants from donors and developrnent partners 8 359,400.00
Transfers from other Govemment entities 9

Public contributions and donations 10

Rendering of services- Medical Service Income ll 30,935,973.00
Revenue from rent of facilities 12

Finance / interest income 13

Other receipts (spe c tfu) t4 47,914,866.00
Total Receipts 130,398,739.00

Payments

Medical/Clinical costs 15

Ernployee costs l6 3l,913,284.00
Board of Management Expenses 1'7 194,800.00
Repairs and tnaintenance l9 8,742,981 .00

Grants and subsidies 20

General expenses 2l 20,442,022.00
Finance costs 22

Refunds paid out

Total Payments 102,963,701.00
Net cash flows from operating activities 4t 27,435,038.00
Cash flows from investing activities
Purchase ofproperty, plant, equipment, & intangible assets (7,053,766.00)
Proceeds from the sale ofproperty, plant, and equlpment
Acquisition of investrnents

Net cash llows used in investin g activities
Cash flows from financing activities
Proceeds frorn borrowings

Repayment of bonowings

Capital grants received

6

I zozuzz

Kshs

41,670,614.00



I[akindu Sub County Hospital (Mokueni County Governnent)
Annual Report and Finqncial Statemerrtsfor The Year Ended 3dh June 2022

Net cash flows used in financing activities

The cashflow statement has been prepared using direct metlrod ofcashflow preparation

The notes set out on pages 25 to 42 form an integral part of the Annual Financial Statements.
The Hospital's financial statements were approved by the Board on y'h May 2024 and signed on its
behalfby:

Eng. Daniel Muli
Chairman

Board of Management

Christine Mutuku
Head of Finance
ICPAK No: 15728

Dr. Pa ck Mutinda
Medical Superintendent

Nct increase(decrease) in cash and cash equivalents 20,381,272.00

Cash and cash equivalents at I July 2021 27 7,450,406.18

Cash and cash equivalents at 30 June2022 27 27,831,678.L8 7,450,406.18

t'o'ilit,u*'

S

TL,DNvTPUSL TAcD ALFM scHNrBnN(ltlA

-90138'
0!l

0 g MAY 2024
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Aunual Report and Financial Statemen8 lor The Year Ended 3d' June 2022

XVII. Statement of Comparison of Budget and Actual Amounts For The Year Ended 30 June 2022

a b c-(a+b) d s=1c_d)
f=dlc

/o

Kshs Kshs Kshs Kshs I(shs
Revenue

Transfers from the County
Government 5l ,188,500 51,188,500 5 I ,l 88,500 l00o/o

develo rnent
Grants frorn donors and

ers
359,400 359,400 359,400 t00v',

Transfers from other
Government entities
Public contributions and
donations
Rendering of services- Medical
Service Income 31,110,248 31,110,248 100v,

Revenue from rent of facilities
Finance / interest income

Other receipts (spec tfu) 47,914,866 47,914.866 47,914.866 t00%
Total income 130,57J,014 130,573,014 130,573,014 t00%
Expenses

MedicaUClinical costs 42,555,930 42.555,930 41,670,614 885,3 r 6 98%
Employee costs 32,225.B'tO 32,225,870 31,913,284 312,586 99%

Board expenses
194,800 194,800 194,800 t00%

Repars and maintenance
8,993,307 8,993,307 8,742,981 2s0,326 g',t%

Page l8

Description Original
budget

Adjust
meots

Finnl
budgel

I Actual on
comparable basis

Performance
difference

Y" of
utilisat

ion

3l ,I 10,248



Arrruml fieport arrd I,irrqncial Ststernents for The Year Endetl 3t' June 2022

General expenses 53,935,267 53,935,267 53,935,267 100%
Finance costs

Total expenses 137 905,174 137,905,174 136,456,946 1,448,228 99%
(7,332,160) (7,332,160) (5,883,932) (1,448,228) 80%

Capital expenditure (7,053,766) (7,053,766) 100%

Grants and subsidies

The notes set out on pages.25 t9*a2- form an integral part of tlre Annual Financial Statements. The Hospital's financial statelnents
were approved by the Board on 9/ May 2024 and signed on its behalf by:

Ars
Christine Mutuku
Head of Finance
ICPAK No: 15728

Dr. Pat k Mutinda
Medical Superintendent

MEDICAL S EITINTENDE',IT
uAKtNDU SUB.couNrY H0SplfAi

0 g t.lAY 2024

P. O. Box B1-9013E'
MAKINDU

9

Eng. Daniel Muti
Chairman

Board of Management

Refunds

Surplus for the period

(7,053,766)



Mukirulu Sub County Hospital (Makueni County Government)

for The Year Endetl3dh June 2022Anrutal Report arud Financial Statements

XVIII. Notes To the Financial Statements

l. General Information

Makindu Sub county Hospital is established by and derives its authority and accountability from

Public Finance Management Act. The Hospital is wholly owned by the Government of Kenya and

is domiciled in Kenya. The entity's principal activity is to offer curative, promotive, rehabilitative

and palliative care services.

) Statement of Compliance and Basis Of preparation

The f,tnancial statements have been prepared on a historical cost basis except fbr the measurement

at re-valued amounts of certain items of property, plant, and equipmenr, 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 Intemational 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 statemonts have becn prepared and

presented in Kenya Shillings, which is the tunctional and reporting curency of the entity.

The financial statements have been prepared in accordance with the PFM Act and lnternational

Public Sector Accounting Standards (IPSAS) T'he accounting policies adopted have been

consistently applied to all the years presented.

3. Adoption of New and Revised Standards
IPSASB defened the application date of standards from l"'January 2022 owingto Covidl9. This

was done to provide entities with time to effectively apply the standards. The deferral was set for l"r
lanuary 2023.

IO



ilItkindu Sub County Hospital (Makueni Coungt Govemment)
Annual rt arul Financial Statements for The Veor Ended 3dh June 2022

Notes to the Financial Statements (Continued)

l' New and amended standards antl interpretations in issue but not yet effective in the year ended
30 June 2022.

IPSAS 4I:
Financial

Instruments

Applicable: I January 2023:

The objective of IPSAS 4l is to establish principles for the financial reporting of
financial assets and liabilities that will present relevant and useful information to
users of financial statements for their assessment of the amounts, timing and
uncertainty of an Entity's future cash flows.

IPSAS 4l provides users of financial statements with more useful information than
IPSAS 29, bY:

' Applying a single classification and measurement model for financial assets

that considers the characteristics of the asset's cash flows and the objective
for which the asset is held;

' Applying a single forward-looking expected credit loss model that is

applicable to all financial instruments subject to impairment testing, and

. Applying an improved hedge accounting model that broadens the hedging

arrangements in scope of the guidance. The moder develops a strong rink
between an Entity's risk management strategies and the accounting treatment
for instruments held as part of the risk management strategy.

IPSAS 42:

Social Benefits The objective ofthis Standard is to improve the relevance, faithful representativeness

and comparability of the information that a reporting Entity provides in its financial
statements about social benefits. The infonnation provided should help users of the
financial statements and general-purpose financial reports assess:

(a) The nature ofsuch social benefits provided by the Entity;
(b) The key features ofthe operation ofthose social benefit schemes; and

Applicable: I' Jantary 2023

ll



Makindu Sub County Hospitat (I[okueni Coung Governnrcnt)
Annual Report ancl Financial Statemertsfor The Year Entted Jdt, June 2022

IPSAS 43 Applicable I't January 2025

The standard sets out the principles for the recognition, measurement, presentation,
and disclosure of leases. The objective is to ensure that lessees and lessors provide
relevant information in a manner that faithfully represents those transactions. This
information gives a basis for users of financial statements to assess the etfect that
leases have on the financiar position, financiar performance and cash flows of an

financial position and cash flows

(c) The impact of such social benefits provided on the Entity's fi nancial performance,

Amendments to

Other IPSAS

resulting ffom

IPSAS 4I,

Financial

Instruments

a) Amendments to IpSAS 5, to update the guidance rerated to the components of
bonowing costs which were inadvertently omitted when IpSAS 4r was
issued.

b) Amendments to IpsAS 30, regarding illustrative exampres on hedging and
credit risk which were inadvertently omitted when IpSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for accourting for
financial guarantee contracts which were inadvertentry omitted when IpSAS
4l was issued.

Amendments to IPSAS 33, to update the guidance

lnstruments on initial adoption of accrual basis IpsAS which were inadverrently

on classifuing financial

omitted when IpSAS 4l was issued

Applicable: lst January 2023:

Other

improvements to

IPSAS

o IPSAS 22 Disclosure of l;inancial InJbrmation about the General Grvernment
Sector.

Amendments to refer to the latest System of National Accounts (sNA 200g).
. IPSAS 39: Employee Benefit.t

Now deletes the term composite sociar security benefits as it is no ronger defined in
IPSAS.

o IPSAS 29: Financial instruments: Recognition and Measurement
Standard no longer included in the 202r IpsAS handbook as ir is now superseded by
IPSAS 41 which is applicable from l.t lanuary 2023.

Applicable I't

t2

January 2023



Makirulu Sub County Hospilal (Makueni County Goverument)
,4nnuol Report and Financial Statentents for The Year Endetl 3dh June 2022

IPSAS 44: Non-

Current Assets

Held for Sale

and

Discontinued

Operations

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

right ofuse assets and lease liabilities.

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 of such

assets to cease and:

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

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

presented separately in the statement of financial performance.

Entity

Applicabte I't Jonuary 2025

The Standard requires,

4

Early adoption of standards

The entity did not early - adopt any new or amended standards in the year 2o2ll22
Summary Of Significant Accounting poticies

a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other Government entities

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

and recognized on obtaining control of the asset (cash, goods, services, and property) if the trarufer is
free from conditions and it is probable that the economic benefits or service potential related to the

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

t3



lllakindu Sub Coun4, Hospitol (Makueni County Governntent)
Annual Report and Financial Statements for The Year Ended 3dh June 2022

Notes to the Fitwncial Staten ents (Continued)

Revenue from exchange transactions
Rendering ofservices

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 estimated labour hours. Where the

contract outcome cannot be measured reliably, revenue is recognized only to the extent that the expenses

incurred are recoverable.

Sale of goods

Revenue from the sale ofgoods is recognized when the significant risks and rewards ofownership have

been transferred to the buyer, usually on delivery

of the goods and when the arnount 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 rnethod. The effective yield discounts estimated

future cash receipts through the expected life of the 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.

Dividends

Dividends or similar distributions must be recognized when the shareholder's or the entity's right to

receive payments is established.

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.

l4



Maktndu Sab County Hospital (Makueni Couttty Government)
,Annual Report and Financial Statements for The Year Ended 3fr June 2022

Notes to the Financial Statements (Continued)

b) Budget information
The original budgets for FY 202112022 were approved by Board on date 261712021 for both FIF Kshs.

6,085,032.00 and NHIF Kshs. 13,567,750.00, on date l8ll0l202l for borh FIF & NHIF Kshs.

9,601,175.00 and UHC 24,000,000.00, on date l7lll2022 for FIF & NHIF Kshs. 12,059,126.00 and

UHC Kshs. 24,000,000.00, on date tt/4t2022 FIF & NHIF Kshs. 15,310,183.00, UHC Kshs.

1,276,500.00 Rll Kshs. 3,000,000.00 and on date June 2022 Kshs. 188,500.00. Subsequent revisions or

additional appropriations were made to the approved budget in accordance wrth 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 entity's budget is

prepared on a different basis to the actual income and expenditure disclosed in the financial statements.

The financial statements are prepared on accrual basis using a classification based on the nature of
expenses in the statement of financial performance, whereas the budget is prepared on a cash basis. The

amounts in the financial statements were recast from the accrual basis to the cash basis and reclassified by

presentation to be on the same basis as the approved budget.

A comparison 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 amounts. In addition to the Basis

difference, adjustments to amounts in the financial statements are also made for difflerences 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
cornparison of budget and actual amounts and the actuals as per the statement of financial performance

has been presented under section XVII ofthese financial statements.

t5



Makindu Sub Couuty Hospital (Makueni Coun4,Government)
Artnual Report and Finonciol Slatemerrts for The Year Eruletl 3dt' June 2022

Notes to the Financial Statements (Continaed)

c) Taxes
Sales tax/ Value Added Tax

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

) When the sales tax incurred on a purchase of assets or services is not recoverable from the
taxation authority' in which case, the sales tax is recognized as part ofthe cost ofacquisition 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 of
receivables or payables in the statement of financial position.

d) Investment property

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 of an
investment property.

Investment properties are derecognized either when they have been disposed of or when the investment
property is permanently 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
from invesfment property only when there is a change in use.

e) Property, plant and equipment

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

Cost includes expenditure that is directly attributable to the acquisition of the items. When significant
parts ofproperty, plant and equipment are required to be replaced at intervals, the entity recognizes such
parts as individual assets with specihc useful lives and depreciates them accordingly. Likewise, when a
major inspection is performed, its cost is recognized in the carrying amount of the plant and equipment as

a replacement if the recognition criteria are satisfied. All other repair and maintenance costs are

recognized in surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for
nil or nominal consideration the asset is initially measured at its fair value.

t6



Makindu Sub Couttty Hospital (Makueni Coutttl, Goyenrment)
,Annual Report and Financial Statements for The Year Ended 3dh June 2022

f)Leases

Finance leases are leases that transfer substantially the entire risks and benefits incidental to orvnership of
the leased item to the Entity. Assets held under a finance lease are capitalizedat the commencement of the

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

payments. The Entity also recognizes the associated lease liability at the inception of the lease. The

liability recognized is measured as the present value of the future minimum lease payments at initial

recognition.

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

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

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

An asset held under a finance lease is depreciated over the useful life ofthe asset. However, ifthere 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 ofthe asset and the lease term.

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

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

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

g) Intangible assets

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

acquired in a non-exchange transaction is their fair value at the date of the exchange. Following initial

recognition, intangible assets are carried at cost less any accumulated amortization and accumulated

irnpairment 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

incuned. The useful life of the intangible assets is assessed as either finite or indefinite

h) Research and development costs

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

recognized as intangible assets.

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. It is arnortized over the period ofexpected future benefit. During the

period of development, the asset is tested for impairment annually with any impairment losses

recognized immediately in surplus or deficit.

17



ilIakindu Sub County Hospital (Makueni County Governntent)
Annual Report and Financial Statements for The Year Ended 3dt' June 2022

i) Financialinstruments

Financial assets

Initial recognition and measurement

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

classified as financial assets at fair value through surplus or deficit, loans and receivables, held+o-

maturity investments or available-for-sale financial assets, as appropriate. The Hospital determines the

classification ofits financial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are

not quoted in an active rnarket. After initial measurement, such financial assets are subsequently

measured at amoctized cost using the effective interest method, less impairment. Amortized cost is

calculated by taking into accoturt any discount or premium on acquisition and fees or costs that are an

integral part ofthe effective interest rate. Losses ansing from impainnent are recognized in the surplus

or deficit.

Held-to-maturity
Non-derivative t'inancial assets with fixed or determinable payments and fixed maturities are classified

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

initial measurement, held-to-maturity investments are measured at amortized cost using the effective

interest method, less impairment. Amortized cost is calculated by taking into account any discount or

premium on acquisition and fees or costs that are an integral part of the effective interest rate. The

losses arising from impairment are recognized in surplus or deficit.

Impairment of financial assets

The Entity assesses at each reporting date rvhether there is objective evidence that a financial asset or

an entity of financial assets is impaired. A f,rnancial asset or an entity of financial assets is deemed to be

impaired if, and only if, there is objecfive evidence of impairment as a result of one or more events that

have occurred after the initial recognition ofthe asset (an incurred 'loss event') and that loss event has

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

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

} The debtors or an entity ofdebtors are experiencing significant financial difficulty

i Default or delinquency in interest or principal payments

i The probability that debtors will enter bankruptcy or other tinancial reorganization

l8
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) Observable data indicates a measurable decrease in estimated future cash flows (e.g. changes in

arrears or economic conditions that correlate with defaults)

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair value

through surplus or deficit or loans and borrowings, as appropriate. The Entity determines the

classification of its financial liabilities at initial recognition.

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

plus directly attributable transaction costs.

Loans and borrowing
After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortized

cost using the eflective interest method. Gains and losses are recognized in surplus or deficit when the

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

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

costs that are an integral part ofthe eft'ective interest rate.

i) 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:

i Raw materials: purchase cost using the weighted average cost method

iFinished 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 bonowing costs.

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

the extent that a class of inventory is distnbuted 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, or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the ordinary

course of operations of the Entity.

l9
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j) 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 outllowof resources ernbodying econornic 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.

Contingent assets

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

existence is contingent on the occurrence or non-occrrrrence ofone or more uncertain future events not

wholly rvithin the control of the Entity in the notes to the financial statements. Contingent assets are

assessed continually to ensure that developments are appropriately reflected in the financial statements.

If it has become virtually certain that an inflow of economic benefits or service potential will arise and

the asset's value can be measured reliably, the asset and the related revenue are recognized in the

financial statements of the period in which the change occurs.

k) Changes in accounting policies and estimates

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

in accounting policy are applied prospectively ifretrospective application is impractical.

l) Employee benefits

Retirement benefit plans

The Entity provides retirement benefits for its employees. 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 ernployee benehts relating to employee service in the current and prior

periods. The contributions to fund obligations for the payment ofretirement benefits are charged against

20

Contingent Iiabilities

The Entity does not recognize a contingent liability, but discloses details of any contingencies in the

notes to the financial statements, unless the possibility of an outflow of resources embodying economic

benefits or service potential is remote.
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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 lumpsum 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.

m) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the date of
the transaction. Trade creditors or debtors denominated in foreign currency are reported at the statement

of financial position reporting date by applying the exchange rate on that date. Exchange differences

arising from the settlement of creditors, or from the reporting of creditors at rates different from those at

which they were initially recorded during the penod, are recognized as income or expenses in the period

in which they arise.

n) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part ofproperty, 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 bonowing costs are charged to the statement of financial performance.

o) Related parties

The Hospital 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 Medical superintendent, Government of
Makueni County, The County department of Health services, Hospital Management Comrnittee,

Hospital Executive Expenditure Committee, and Hospital Management Team.

p) Service concession arrangements

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

appropriate accounting treatment and disclosure requirements. In particular, where a private party

contributes an asset to the arrangement, the Entity 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

theln, 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

of the arrangement. Any assets so recognized are measured at their fair value.

2t
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6. I'ransfers From The County Government

Unconditional grants

Operational gant - UHC 48,000,000.00
Operational grant - Rl I 3, r 88,500.00
Level 5 grants

Other grants

Conditional grants

User fee forgone

Transforming health services for Universal care project (THUCP)

DANIDA

Wards Development grant

Paediatric block grant

Administration block grant

Laboratory grant

I'otal government grants and subsidies 51,188,500.00

24
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Notes to the Financial Statements (Continued)

6 Transfers from The County Government

7. In Kind Contributions from The County Government

Q'hese are payments made directly by the County Ciovernnents /br Pharmaceutical and Non-
Pharmaceutical Supplies ancl Lltility bill.s. They are recorded both as income and expense for
comp I e te ness o/'fi na nc ia I s ta te me n ts)

8. Grants From Donors and Development Partners

1'he donatktn vas granlecl by Hospice Care Kenyo to purc'hase equipnrentfor palliative care

Makueni
County
Govemment 51,188,500.00

Total 51,188,500.00

Salaries and wages

Pharmaceutical and Non-Pharmaceutical Supplies 24,114,639.00

Medical supplies-Drawings Ri ghts (KEMSA)

Utility bills 9,378,606.00

Total grants in kind 33,493,245.00

Cancer Centre gant- DANIDA
World Bank grants

Paediatric ward grant- JICA

Research grants

Other grants - Hospice Care Kenya 3s9,400.00

Total grants from development partners 359,400.00
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Notes to the Financial Statements (Continuetl)

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

9. Transfers From Other Government Entities

10. Public Contributions and Donations

Donor e.g., DANIDA
JICA

World Bank

Total

Transfer from National Government (Ministry of Health)

Transfer from National Hospital Insurance Fund

Total Transfers

Public donations

Donations from local leadership

Donations from religious institutions

Donations from other intemational organisations and individuals

Other donatio rs(s p e c rfy)

Donations i n kind-amortised

Total donations and sponsorships
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begaB a cn e uns ne at nn n 0p f a ro5 ye
Cunent year receipts

mortised and transfened to revenueA
Conditions to be met - remain liabilities

Notes to the Financial Statements (Continued)

10 a Reconciliations of amortisecl ran ts

11. Rendering of Services-Medical Service fncome

Pharmaceuticals
2,028,368.00

Non-Pharmaceuticals

Laboratory
4,233,690.00

Radiology
4,961,950.00

Orthopedic and Trauma Technolo gv 527,7s0.00
Theatre

413,850.00
Accident and Emergency Service
Anesthesia Service

arE osN and Throa t SE ceryl o& th r lnlcs 163,000.00
Nutrition service 53,400.00
Cancer centre service

Dental services 476,800.00
Reproductive health 3,150.00
Paediatrics services

Farervell home services 1,850,595.00
Palliative Services

r s,490.00
Health Records-Cards & fites 1,992,s60.00
Inpatient l r,393,990.00
Physiotherapy

146,200.00
Occupational therapy 222,100.00
Out - patient

588,685.00
Transport - Ambulance services 344,500.00
Medical Exam 79,600.00
Eye department 231,060.00
Mental Health 21,720.00
Insurance recoveries-UHC 1,276,500.00
Income from sale of tender

Farm income
4,490.00

IIEEEEEEEEEIIEIfrEEEEEIIEEE

EE
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Other debtors - Medical services rendered to Institutions

Total revenue from the rendering ofservices 31,110,248.00

80,800.00

Notes ta the Financial Statements (Continued)

12. Revenue From Rent of Facilities

(Provide brieJ'explanation Jbr this revenue)

([)rovide brief explanalion .for this revenue)

14. Other Income

(Nl): All inconrc should be classified as far as possihle in the relevanl classes and olher income should be
used fi recognise income not elseu;here class(ied).

Residential property

Commercial property

Total Revenue from rerlt of facilities

Cash investments and fixed deposits

Interest income from short- term,/ current deposits

Interest income from Treasury Bonds

Interest from outstanding debtors

Total finance income

lnsrrance recoveries-NHIF 47,914,866.00

Direct deposit to Account

Sale of goods (water, publications, containers
etc)

47,914,866.00

28
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Notes lo the Financial Statements (Continuetl)

15. Medical/ Clinical Costs

(Other medical/clinical related costs refers to all other costs involved in management of the patients directly
not analysed above.)

16. Employee Costs

(Social contribution relates to expenses incuned by the employer lowards social welfare of Employees)

Dental costs/ Materials

Laboratory chemicals and reagents 5,580,200.00

Public health activities

l 1,188,885.00Food and Ration

Uniform, clothing, and linen I,218,315.00

7,266,210.00Dressing and Non-Pharmaceuticals

Pharmaceutical supplies 6,426,022.00

Health information stationery 1,360,380.00

Reproductive health materials

1,445,810.00Sanitary and cleansing Materials

2,553,t92.00Purchase of Medical gases & Other gases

l ,6 r 3,800.00X-Ray/Radiology supplies

3,017,800.00

41,670,614.00Total medicaV clinical costs

2r,9t9,534.00Salaries, wages, and allowances

Contributions to pension schemes 232,000.00

Service gratuity

Performance and other bonuses

Staff medical expenses and Insurance cover

Social contribution

9,761,750.00other employee costs (LocuMS)
31,913,284.00Employee costs

29
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Notes to the Financial Stalemenls (Conlinued)

17. Board of Management Expenses

18. Depreciation And Amortization Expense

19. Repoirs ond Moinlenonce

Chairman's Honoraria

Sitting allowance 66,000.00

Mileage

Insurance expenses

Induction and training

Travel and accommodation allowance 128,800.00

Airtime allowances

Total 194,800.00

Buildings and Civil works 343,424.70

Furniture, fittings, and office equipment 544,335.00

ICT Equipment 2,349,010.30

Plant and medical equipment 7,905,30s.00

Total dcpreciation and amortization I1,142,075.00

Property- Buitdings 6,055,116.00

Medical equipment

Office equipment

Furniture and fittings

Computers and accessories 1,557,400.00

Motor vehicle expenses 1,130,46s.00

Maintenance of civil works

Total rcpairs and maintcnance 8,742,981.00
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Notes to the Financial Statements (Continued)

20.Grants and Subsidies

21. General Expenses

Community development and social work

Education initiatives and programs

Free/ subsidised medical camp

Free cancer screening

Other grants and subsidies(s pe c tfy)

Total grants and subsidies

Advertising and publ icity expenses

330,670.00Catering expenses

Waste management expenses

Insecticides and rodenticides 89,900.00

Bank charges 142,827.00

Conferences and delegations

Consultancy fees

9,367,794.00Contracted services

Electricity expenses

Insurance

Research and development expenses

Travel and accommodation allorvance 1,934,610.00

Legal expenses

Licenses and permits

20,000.00Courier and postal services

1,566,400.00Printing and stationery

Hire charges

Rent expenses

Water and sewerage costs 978,599.00

Skills development levies

9 13,000.00Telephone and mobile phone servrces

3s2,944.00Intemet expenses

3l

Disability programs
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Staff training and develo pment 745,878.00
Subscriptions to professional bodies 400,000.00

scrrptions to newspapers periodical,Sub
ma ines, and notrces
Library books/Materials

Parking charges

Refined fuel lbr transport 3.240,000.00
In kind contributions from the County Government 33,493.24s.00
Other operating expenses 3s9,400.00
Total General Expenses 53,935,267.00

22. Finance Costs

(Borrou'ing co.\l.t thol relale h inleresl expen.te on acquisition oJ'non- current as.set.s antl tto not qualifl forcapitalisation as per IPSAS 5: on borroving co,tts shorld be incjuded under this note.)

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

24.Unrealued Gain On Fair Value Investments

Borrowings (amortized cost)*
Finance leases (amortized cost )
Interest on Bank overdrafts/Guarantees

lnterest on loans from commercial banks

Total finance costs

Property, plant, and equipment

Intangible assets

Other assets not capitalise d (specifi)

Total gain on sale of assets

Inveshnents at fair value

Total gain
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Notes to the Financial Statements (Continued)

25. Medical Services Contracts Gains /Losses

26. Impairment Loss

27. Cash and Cash Equivalents

Comprehensive care contracts with NHIF ( 12,593,150.00)

Non- Comprehensive contracts care with NHIF

Lrnda Mama Program

(7,951,607.00)Waivers and Exemptions

(20,544,757.00)Total Gain/Loss

Property, plant, and equipment

Intangible assets

Total impairment loss

27,831,678.18 7,450,406.18Current accounts

On - call deposits

Fixed deposits accounts

Cash in hand

Others(s p e c ify)- Mobi I e money

27,E31,678.18 7,450,406.18Total cash and cash equivalents
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27 a

Notes to the Financial Statements (Continued)

Detailed Anal sis of Cash and Cash E, uivalents

28. Receivables from Exchange Transactions

a) Current account

Kenya Commercial bank r 145499120 27,776,320.63 7,423,367.63
Kenya Commercial bank 1147259 t 51 55,357.ss 27,038.s5

Sulr total 27,831,678.18 7,450,406.18
b) On - call deposits

Kenya Cornmercial bank

Equity Bank - etc

Suf total

c) Fixed deposits account

Bank Name

Sub- total
d) Others(specly)

cash in hand

Mobile money- Mpesa Paybill

Sub- total

Grand total 27,831,678.19 7,450,406.19

Medical services receivables(NHIF) I 8,013,1 96.00

Rent receivables

Other exchange debtors 22,200.00

Less: impairment allorvance

Total receivables 18,035,396.00
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(-lndisbursed clonor furuls refer to fitnds expecled vhere conditions Jbr disbursenrcnts have been met by the
recipienl as at the reporting date)

30. Inventories

Transfers from the County Government

Undisbursed donor funds

Other debtors (non-ercltange transact ions)

Less: impairment allowance

Total

Pharmaceutical supplies 2.s27.914.00

Maintenance supplies

Food supplies 90,228.00

Linen and clothing supplies 764,500.00

Cleaning materials supphes 30,400.00

General supplies 205,600.00

Non-Pharmaceuticals 814,500.00

Less: provision for impairment of stocks

Total 4,433,142.00
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Notes to the Financial Statements (Continuetl)

29. Receivables from Non-Exchange Transactions
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Notes to the Financial Statemenls (Continued)

31. Property, Plant and Equipment

Cost

76,051,163.00At lJuly 2020 I1,242,003.00 2,545,500.00 3,516,100.00 58,747,560.00

Additions 2,494,986.00
1,074,I85 00

399,890 00 I ,307,I s0.00 5,276,211.O0

Disposals

TransferVadjustmen
ts

At 30rb June 202I 13,736,989.00 3,619,685.00 3,915,990.00 81,327,374.0060,054,7I0.00

At lo July 2o2l 13,736,989.00
81,327,37 4.OO3,619,685.00

3,915,990.00
60,054,710.00

Additions 734,995.00 3,l3 1,041 .00 3, r 87,730.00 7,053,766 00

Disposals

Transfer/adjustment
s

At 30th June 2022
13,736,989.00 {,354,680.00 7,0it7,031.00 63,242,440.00 88.381,1,t0,00

Depreciation and
impairment

At lJuly 2020 281,050. l0 I.172,033.30

36

Description [,ant
I luo
I Buttdioo end civil I toJ
| " _ tvet
I workt I u"

Furniturr,
fittings, nnd

offrce
eouiDmcnt

ICT
Equipment

Phnt end
lllerlicrl

eouiornent

Capitr
I work

in
Droqrt

l'otlll

Shs I Shs Shr
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for The Year Ended 3fr June 2022

9,114Jrs.90318,187.50 7,343,M5.O0

7.506,838.75 9,608,054.05
Depreciation for the
year

343.424.70
452.460.60

1,305,330.00

Disposals

lmpairment

18,722,769.95At 30 June 2021 624,474.80
770.618 l0 2,477,363.30

14,850.283.75

14,850.283.7,5
18.722.769.95At July 2021 624.474.80

770.648. l0 2.477,363.30

11,142,075.00
Depreciation for the
year

343.424.70 544.335.00 2.349.010.30 7.905,305.00

Disposals

Impairment

Transfer/adjustment

At 30th June 2022 29,864,8rt4.95967.899.50
1J14,983.10

4326373.60 22,755588.75

Net book values

At 30il'June 2021 l3,l r2.514.20
2.849.036.90

1,438,626.70
45,204.426.25

62,604,604.05

At 3ot' June 2022 t2.769,089.50
3.039.696 90

2,220.657.40
40,486.85 1.25

58.s I62e5.05

Valuation of assets had not been done at the time of preparing the financial statements. However, there are plans by the County Government to do a valuation
of assets
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for The Year Ended 3* June 2022

Notes to the Finuncial Statements (Continaed)

32. Intangible Assets-Software

33. Investment Property

Cost

At beginning of the year

Additions

Additions-l nternal development

Disposal

At end ofthe year

Amortization and im pairment

At beginning of the year

Amortization for the period

Impairment loss

At end of the year

NBV

At beginning of the year

Additions

Fair value gain
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Couttty Govenmtenl)
for The Year Entled 3dh June 2022

Depreciation (where investment property is at cost)

At end ofthe year

34. Trade and Other Pavables

Trade payables 29,461,6s3.00

Employee dues

Third-party payments (un r e m i t t ed p ay r o I I tl e duc t i o ns)

Audit fee

Doctors'tbe

Total trade and other payables 29,461,653.00

f1
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Notes to the Financial Slatenunts (Continued)

35. Refundable Deposits from Customers/Patients

36. Provisions

Medical fees paid in advance

Credit facility deposit

Rent deposits

Others (specrfu)

Total deposits

Balance at the beginning ofthe year
Additional Provisions

Provision utilised
Change due to discount & time value for money

Total provisions

Current Provisions

Non-Current Provisions

Total Provisions

37. Finance Lease Obligation
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Arutual Report and Financial

I (Makueni Counly Governmznt)
Sutenwn*for The Year Ended 3fr June 2022

Notes to tlp Financial Statements (Conlinued)

38. Deferred Income

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

39. Borrowings

Current Portion

Non-Current Portion

Total

Balance b/f
Additions during the year

Transfers to Capital fund

Transfers to statement of financial performance

Other transfers {Spec ify)

Balance C/F

Balance at beginning of the period

External bonowings during the year

Domestic bonowings during the year

42.
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Makindu Sub County Hospital (Makueni County Government)
Annual Report and Financial Statemenlsfor The Year Ended 3fi June 2022

Notes to the Financial Statenanls (Continued)

39. (ayBreakdown ofLong- And Short-Term Borrowings

(Current porlion of borovings are lhose bototrings tha! are payable u,ithin one year or the next financial year. Additional disclosures on lerns of
borrowings, nature of borrovings, security and inlerest rates should be disclosed).

40. Service Concession Arrangements

Current Obligation

Non-Current Obligation

Total

Fair value of service concession assets recognized under PPE

Accumulated depreciation to date

_l!9!pqrryi4g e4ounl
Service concession liability at beginning of the year

Service concession revenue recognized

Service concession liability at end of the year

44
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Makindu Sub County Hospital (Makueni County Govenmrent)
Annual Report and Financial Statements for The Year Ended 3fr June 2022

Syrplus for the year before tax (4.077,519.00)
Ad usted for:

ratlon 11.142,075.00
Non-cash received
Impairment

Gains and losses on dis I of assets
Contribution to provisions

Contribution to impairment allowance
Working Capital adj ustments
Increase in inventory 9.064.526.00
Increase in receivables (3,944,791.00)
Increase in defened income

Increase in payables 15,2s0,747.00
Increase in payrnents received in advance

Net cash flow from operating activities 27,435,038.00

41. Cash Generated from Operations

Qhe total of this statenten! should tie to the cash /lor Seclion on ne! cash flows from,' used in operations)

45
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Makindu Sub County Hospital (Makueni Courtty Government)
Arurual Report arrd Fi,tarrcial Slatenvnts for The Vear Ended ifr June 2022

Notes to the Financial Staterrunts (Continued)

42. Financial Risk Management

The hospital's activities expose it to a variety of financial risks including credit and liquidity risks and effects of changes in foreign currency. The
company's overall risk management programme focuses on the unpredictability of changes in the business environment and seeks to minimise the
potential adverse effect ofsuch risks on its performance by setting acceptable Ievels ofrisk. 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 hospital's financial risk management objectives and policies are detailed below
(D Credit risk

The hospital 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. lndividual risk limi6 are set
based on intemal or external assessment in accordance with limits set by the board. The amounts presented in the statement of financial position are
net of allowances for doubtful receivables, estimated by the hospital's management based on prior experience and their assesslnent of the current
economic environment The carrying amount of financial assets recorded in the financial statements representing the hospital,s maximum exposure to
credit risk without taking account of the value of any collateral obtained is made up as follorvs:

16
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Makindu Sub County Hospital (Makueni County Govenmwnt)
Annual Report and Fhruncial Slatements for The Year Ended 3f June 2022

Notes to tlrc Financial Statements (Continued)

(NB: The totals colun n should tie to the indit idual elements of credit risk disclosed in the entily's statenrcnt offinancial position)

The customers under the fully performing category are paying their debts as they continue trading. The credit risk associated with these receivables

is minimal and the allorvance 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 asp€cts of credit risk
management are operated.

At 30 June 2021

Receivables from exchange transactions

Recejvables liom -non-exchange transactions

Bank balances n,333,74r.18 11,333,741.18

Total 11,333,741.18 11,333,741.18
At 30 June 2022

Receivables fiom exchange fiansactions 18,035,396.00 18,035,396.00
Receivables from -non-exchange transactions

Bank balances 36,632,510. 18 36,632,510.18
Total 54,667,906.19 54,667,906.19

l-r
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Makindu Sub County Hospital (Makueni
Annual Report and Financial Statenents

County Governnwi)
for The Year Ended 3f June 2022

(ii) Liquidity risk management

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

management framework for the management of the entity's short, rnedium and long-term funding and liquidity management requirements. The

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

The table below represents cash flows payable by the hospital under non-derivative financial liabilities by their remaining contractual maturities at

the reporting date. The amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their

carrying balances, as the impact of discounting is not significant.

At 30 June 2021

Trade payables

Current portion of bonowings

Provisions

Deferred income

Employee benefit obligatron

14,210,906.0011,359,578.00 2,851,328.00Total

At 30 June 2022

29,461,653.0016,461,970.00 12,999,683.00Trade payables

Current portion of borrowings

Provisions

Deferred income

Employee benefit obligatron

12,999,683.00 29,461,653.00Total 16,461,970.00

48
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Makindu Sub County Hospital (Makueni County Government)
Annual Report and Fiilarrcial Ststenuws for TIrc Year Ended 3d' June 2022

The hospital does not have an internal audit unit and therefore rely on county 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 intemal accounting and operational controls. Market risk rs 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 frnancial instruments. The objective of market risk management is to manage and control market risk exposures within
acceptable parameters' while optimising the return. overall responsibility for managing market risk rests with the Audit and Risk Management
Committee.

The hospital'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 day-to-day implementation of those policies. There has been no change to the entity,s exposure tomarket risks or the way it manages and measures the risk.

l. Foreign currency risk

The hospital does not face any tansactional curency exposures It purchases goods and services in the local currency

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

Management of interest rate risk
To manage the interest rate risk, management has endeavoured to bank with institutions that offer favourable interest rates.

lr )
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Makindu Sub County Hospital (fuIakueni County Government)
Annual Report and Finaniial Statementsfor The Yeur Ende(l 3fr June 2022

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 concem. The entity capital

structure comprises of the following funds:

43. Related Party Balances

Nature of related party relationships

Entities and other parties related to the entity rnclude 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.

Government of Kenya

The Goverrunent of Kenya is the principal shareholder of the hospital, holding l00o/o of the hospitals's equity interest. The Governrnent of Kenya has

provided full guarantees to all long-term lenders of the entity, both domestic and external. Other related parties include:

Revaluation reserve

(4,077,s19.00)Retained earnings

83.606,652.23Capital reserve

79,529,133.23Total funds

Total bonorvings

Less: cash and bank balances

Net debt/ (excess cash and cash equivalents)

Gearing
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Makindu Sub County Hospital (Makueni County Goventment)
Arurual Report and Finoncial Statemettts for The Year Ended 3fr June 2022

Notes to the Financial Statenants (Continaed)

i) The National Government;

ii) The Ministry of Health;

iii) Government of Makueni County;

iv) The County department of Health services

v) Hospital Management Committee,

vi) Hospital Executive Expenditure Committee

vii) Hospital Management Team

Transactions with related parties

a) Services offered to related parties

Services to related parties

Sales of services to parties

Total

b) Grants from the Government

Grants frorn County Government 5 l,l 88,500.00
Grants from the National Govemment Entities

Donations in kind

Total 51,188,500.00

t -t
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Makindu Sub County Hospital (Makueni County Governnunt)
Annual Report and Financial Statements for The Year Ended 3fr June 2022

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

Payments for goods and services

Total

Directors' emoluments

Compensation to the medical Sup

Compensation to key management

Total 51,188,500.00

44. Events After the Reporting Period
There were no material adjusting and non- adjusting events after the reporting period.

45. Ultimate and Eolding Entity
The entity is a Semi- Autonomous Govemment Agency under the department of Health Services. Its ultimate parent is the Government of
Makueni.

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

5?

c) Key management compensation


