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1. Acronyms & Glossary of Terms

CSR Corporate Social Responsibility
OSHA Occupational Health & Safety Act
PFMA Public Financial Management Act
MED SUP Medical Superintendent

Fiduciary Management Key management personnel who have financial responsibility

in the Njore Subcounty Hospital.

KMPDC Kenya Medical Practitioners and Dentist Council
OPD Out Patient Department

HCW Health Care Worker

PFM Public Finance Management Act

NHIF National Hospital Insurance Fund
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|
x Hospitai Information and Managen.ent

Background information

BLb County Hosptial is a level (4) hospital established under gazette notice number

1I-No.157 and is domiciled in Nakurt: County under the Health Department.

ﬁ(pital is governed by a Board of Management.
Principal Activities

J:ipal activity of the facility is to offer medical services to all clients.

The mi éion of the hospital is to promote and participate in the provision of integrated and

high g kity promotive, preventive and curative health care services to all Kenyans with a

being an efficient and high quality health care system that is accessible, equitable

and a *dable for every Kenyan. Its mandate is to formulate policies, set standards,
providelhealth services, create an enabling environment and regulate provision of health

service$ delivery. The core values of the facility include; Customer-focused,

- Professjonalism, Integrity, Equity and Equality, Transparency and Accountability,
Teamwbrk, Creativity and Innovativeness.
(c) iTéy Management
\
‘The hosg i'qal’s management is under the following key organs:
- Caunty department of health
- Boaard of Management
- H gital management committee (HMT)
- Actounting Officer/ Medical Superintendeint
1
‘d) F IcTuciary Management
T'lﬁ key management personnel who held office during the financial year ended
3D June 2023 and who had direct fiduciary responsibility were:
1. | Médical Superintendent ' Dr. Kinyeru Esther Muthoni
2. | Héad of finance | CPA. Alfred Kimutai Kipsang
3. H 9$d of supply chain 1
4. Hgélth Administrative Officer Mr. Timothy Njoroge Maina
o Narsing Officer In charge Ms. Margaret Kandie
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(e)

(f)

(9)

(h)

(i)

)

(k)

Fiduciary Oversight Arrangements
The department of health services oversees the operation of the facility directly or

indirectly through delegation of duties to the accounting officer in the facility. The
board of management has a subcommittee known as audit committee whose task
is to do the oversight role on the prudency, efficiency and effectiveness of utilization

of resources as well as the proportion of resource allocation to various vote heads.

Njoro Sub County Hospital Headquarters
P.O. Box 141-20107

Njoro

Off Egerton-Elburgon Road

Njoro Sub County, Kenya.

Njoro Sub County Hospital Contacts
Telephone: (+254) 070878989
E-mail: njorosch@gmail.com

Njoro Sub County Hospital Bankers
Commercial Banks (Kenya Commercial Bank)

Independent Auditors

Auditor General

Office of Auditor General
Anniversary Towers, University Way
P.O. Box 30084

GPO 00100

Nairobi, Kenya

Principal Legal Adviser

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

City Square 00200
Nairobi, Kenya
County Attorney
P.O. Box. 2870-20100
Nakuru, Kenya
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3. The Board of Management

hene Kiarie-Masters of Science in

onomy.

Stephene Kiarie is the manegement board
chairman,he has a master of science in
agronomy with over 50 years of work
experience from various institutions and

organizations . He is 77 years old.

1 Kamau Icigo- Diploma in Supply

n management.

John Kamau Icigo is the board vice
chair,he has Diploma in supply chain
management with over 34 years of work

experience . He is 76 years old.

Dmf:as Wanjiru Githaiga-Diploma in
colinselling phsychology

Dorcas Wanjiru Githaiga is the board
member,she has Diploma in counselling
phsychology with over 39 years of work

experience . She is 69 years old.

Ann Walubengo- O level

Ann Walubengo is the board member,she
has an “O”"Level with over 35 years of work

experience . She is 63 years old.
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George Mwangi Wangunyo is the board
member he has an “O"Level with over 25
years of work experience .He is 47 years
old.

Newton Irungu Maina-Certificate

plumbing Grade lI

Newton Irungu Maina is the board
member,he has certificate in plumbing
Grade Il with over 10 years of work
experience .He is 39 years old.

7. Boniface Mureno-O Level

Boniface Mureno is the board member,he
has an “O"Level with over 10 years.He is
47 Years old.

Vi
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11

Esther Muthoni Kinyeru-Master of

ence Public Health.

Medical ~ Superintendent-  Accounting

Cfficer and secretary to the Board.
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4. Key Management Team

1.
Dr. Esther Muthoni Kinyeru-Master of Science Public
Health.
Medical  Superintendent-
Accounting Officer
B Mr. Timothy Njoroge Maina-Und_ergraduate degree
Bachelor of Arts.
| Health administrative
Officer
2.
Ms. Margaret Kandie-Diploma, Kenya Registered
Community Health Nurse.
Nursing Officer In Charge

Vit
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\ Alfred Kimutai Kipsang- Undergraduate degree

4.‘ C Head of Accounting &
dchelor of Commerce and Registered Certified | Finance
blic Accountant of Kenya.
Jacob Chelimo-Diploma, Registeréd Clinical
Head of Clinicians
5.
M{. Daniel G. Njenga-Diploma in Medical Laboratory
Tachnologist
Head of Laboratory
6.
I I
| Il
| |
|
Mg.Shamia Haron-Diploma, Registered Clinical | In Charge Comprehensive
7. Medicine Care Centre (CCC)
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Ms. Jane Kinoti-Masters in Public
Health,Epidermiology and

Disease Control.

| Public Health Officer In
Charge.

Nutrition In Charge

10.

Dr. Evelyne Wanjiru Kahare-Master of Science Health

supply chain Management.

|
Pharmacy In Charge
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5. Chairman’s Statement

leoro Level 4 Sub-County Hospital has made a significant impact on the lives of
celebrating many achievements wnile overcoming a multitude of challenges. The
gement committee has made relentless =fforts to provide management insight and

creation of a legacy lasting for decades

n the last corjjle of years, the hospital has seen tremendous growth with the services expanding

‘services are now automated with the electronic medical system and a cashless

yment making the process seamless. The ultramodern hospital under construction

will give the facility a chance to expand its infrastructure and serve the community better. In light

ing infrastructure Njoro Level 4 Sub-County Hospital will look forward to having

more speciali.{Id consultants and services, additional human resource for health, thus reducing

atients being referred out for health care services.

Sub-County Hospital has been truly an incredible experience. | would like to place

pn record m
nstitution. |
| evel 4 Sub-C

All the best.

Name: Mr.

Chairman t

Ao

Iiarie Stephene

appreciation for Dr. Esther M Kinyeru for providing exemplary leadership to this

aculd also like to express my gratitude to the management, staff, and The Njoro

.&unty Hospital team for their passion and unwavering support for the cause.

Always assuring you of the best experience in giving back to mankind.

the Board

X1
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6. Report of The Medical Superintendent
Njoro sub county hospital is a level IV health facility located in Njoro Subcounty and it has a
catchment population of 64,881 with about a 1/2 of the population seeking services from the
facility every year. It's also the referral facility for the level 1-2 facilities in the sub county. It sits
on a 7-acre piece of land donated by the catholic diocese of Nakuru however, the title deed is yet
to be processed. Services offered in the facility include outpatient services with one specialized
outpatient clinic, inpatient services, laboratory, maternity, child welfare clinics, family planning
and comprehensive care centre services among others. The health workforce lacks in
specialization attributed to the low level of infrastructure. Communicable diseases remain the top
in disease burden attributed to poor hygiene and sanitation and high defaulter rates. Non
communicable diseases are on the rise owing to the sedentary lifestyle in the community. While
the financial statements focus on the liquidity of the organization as to deliver on its financial
obligations, on the other hand the Annual Work Plan (AWP) focus on improving the infrastructure
of the hospital gearing towards a proper level 4 hospital. It will also focus on improving primary
health care through strengthening the quality of health service in the context of universal health
care (UHC).
Resource envelope is majorly from the facility improvement fee; the facility head and the health
management team aim to establish a resource mobilization strategy that will enable pool funds
from partners and other stakeholders. Limitation of resources has remained the hospital's biggest
challenge.
Njoro Sub County Hospital has the potential ‘o be one of Nakuru County success stories from its
growing demand of its services from the community, a dynamic catchment population and its
pivotal role in health care in Njoro Sub County.
Addressing the challenges of low infrastructure, low specialized workforce, the skills gap between
market requirements for the different cadres, commodity stock outs; and leveraging good political
will, other health related organizations, private sector and other potential stakeholders. Health
care that will transform the lives of citizens from within and about, will be a major goal for the
hospital.
We thank the Chief Officers, the County Directors and the entire County Management Team for
their guidance throughout the process of coming up with financial statements. We are indebted

to the Njoro Sub County hospital health management team for their tireless work on the document

Xil
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|
and sharing ifto the hospital mission and vision. We thank the staff of Njoro Sub County Hospital
and our partngrs for the input, comments and coﬁ1mit-nent during the entire process.

Ne acknowli

SCHMT).
/Ne wish to cdnvey our gratitude to Ministry of Health sister organizations, other hospitals within

Qe the participation and input form Njoro Sub County Health Management Team

Nakuru couniw that we were in consultation with during the development of this financial

statements.
Ihe financial{performance of the facility has bean within a margin of safety which has been

contributed by strengthening of the revenues drivers including the automation of services,
acquisition ‘income generating equipment like radiology/ultrasound machine and other
sophisticatedflab equipment. Additionally, due to the increased number of capitated clients under
NHIF schemé, the facility has been able to record additional capitation fees compared to previous
years. }
I'he facility has got the potential of improving higher than this should the challenge of bed capacity
for both inpaInt and maternity wards cease to be a limiting factor. Despite increasing the number

of clients undgr NHIF scheme, the challenge of failing io honor the settlement of claims within 90

days as per the contract credit policy has contributed significantly to low collection of revenue.
VWe acknowleflge the internal policy on working capital management which has enable the facility
meets its fina T:ial obligations as at when they fall due.

| astly, we acknowledge the dedication of all other individuals and stakeholders who participated

at various levels of the process and finalization of this statement.

T

Name: Dr. Esther M Kinyeru.
to the Board

Secret

X1il
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7. Statement of Performance Against Predetermined Objectives

Section 164 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the
accounting officer to include in the financial statement, a statement of the County Government
Njoro Sub County Hospital's performance against predetermined objectives.

Njoro sub county hospital has five strategic pillars/ themes/issues and objectives within the
current Strategic Plan for the FY2022/2023. These strategic pillars/ themes/ issues are as per
the table below;

Njoro sub county hospital develops its annual work plans based on the below five
pillars/Themes/Issues. Assessment of the Board's performance against its annual work plan is
done on a quarterly basis. The performance targets set for the FY 2022/2023 period for its
strategic pillars, as indicated in the table below:

N
[
LA
»

:
1

1:communicable To  Eliminate | High defaulter Defaulter Reduced

conditions communicable | ratio, tracing, health | number of
conditions inradequate education defaulters
knowledge on
preventive
measures.
2 Violence and | To reduce the | Ignorance on | Stakeholder Reduced
Injuries burden of | road safety | involvement, number of
violence  and | measures, create accidents and
injuries retrogressive awareness. assaults
cultural
practices
3.Provide  essential | To ensure | Poor  referral | Increased Reduced cases
services availability  of | systems, funding, of referrals

Xiv
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sectors

|

essential inadequaté improving
services commodities referral system
4 Exposure o health | To improve | Drug abuse, | Health Increased
risk factors | nutrition cigarette education, number of
practices, to | smoking and | create demand | youth friendly
improve on | alcohol abuse | for family | members.
family planning | among vouths | planning
| services through health
education
5.strenthen | health | To strengthen |[Lack ~ of | To form | Increased
coilaboration‘ with.collaboration stakeholders stakeholders collaboration
health related sectors | with health | forum forum with health

sectors.

8. C
jora sub cou
he meetings

N
-
committee me
T
d

eliberated on

Elach committ

&)orate Governance Statement

has different mandates as follows:

During the indd

2. Link
3.
4

After the induc#

on the H.M.C members formed the following sub- committees:

g Ovenght roles

HOSPITAL MANAGEMENT COMMITTEE(HMC):

The hospital management committee members were done induction by the department of health.

between the hospital and the community
Roleg Various sub-committees in the hospital

. Represents the office of the Governor

XV

ction the member’s functions were given as follows:

ty hospital has convened a total of twenty four (24) meetings with varied agenda.
nclude Board meetings, Hospital management meetings, Executive expenditure
etings, sub committees and general purpose committee meetings.

he schedule§ ranges from monthly to quarterly depending on the business agenda to be
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FINANCE AND GENRAL PURPOSE COMMITTEE;

The finance sub-committee overseers the collection of hospital revenue, the budgeting process

and the prudent implementation of the budget presented by the hospital.
EXECUTIVE EXPENDITURE COMMITTEE;

This committee plays a role on allocations to be made on every vote during budgeting.

The members of this committee includes:

r

~

Accountant

Hospital administrator

Medical superintendent

Nursing officer in-charge

Laboratory in-charge

Pharmacist in-charge.
RENUMERATION

The payment of members allowances is guided by a circular that was issued by the Director
Administration and planning Ref no. NCG/GENERAL/136W6/2019 dated 7" January 2019.

FULL HMC MEETING

Chairperson-Sitting allowances Ksh 6.000
-Lunch allowance Ksh 2 500
TOTAL ksh8, 500

Member’s-Sitting allowances Ksh 4,000
-Lunch allowances Ksh 2,500
TOTAL Ksh 6,500

SUB COMMITTEES/SPECIAL MEETINGS

Sitting allowances Ksh 2.000
Lunch allowances Ksh 2,500
TOTAL Ksh5, 500

APPOINTMENT/ REMOVAL OF H.M.C

The process of appointment and removal of the HM.C members is vested with the county

leadership.

XVi
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9. M

During the fi
outpatient, Ag

r%edical clinic

J)agement Discussicn and Analysis

Clinic I(operational performance

Njoro sub co {y hospital has a bed capacity of 24 this includes maternity, male and female ward.

dncial year 2022/2023 we had a total of 48,677 clients for both inpatient and
cidents and emergency department had 6,662 clients that were received. The

facility also hab operational special clinics which are TB clinic, Comprehensive care clinic,

and Nutrition clinic where we had 13,419 clients. The average length of stay for

inpatient in odr facility is 2 days where the bed occupancy rate is 55%, Over the period we had

17 deaths wh p is 0.025% mortality rate over our catchment population of 68,033.
Njoro Sub ¢ Dpnty Hospital o
data name || “TJul 2021 to Jun 2022 | Jul 2022 to Jun 2023
Inpatient Admirssions Over Five | 983 1272
Inpatient Admissions Under Five 157 318
Inpatient Dedths 24 17
Inpatient Dis¢harges 2343 2378
OPD Attend*lke <5yrs 21364 24272
OPD Attendzi'lfe >5yrs 16743 30344
OPD Casual??attendance 15451 6662

Special clinich attendance 25883 13419

XVil
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35000!
!
30000 |
25883
25000 24272
20000
i -
| 15451
15000
|
10000
5000
2343378
g31272 L SR
inpatient Inpatient inpatient inpatient QPD oPD OPD Specia
Admissions Admissions Deaths Discharges Attendance Attendance Casuzity clinics
Over Five Under Five <5yrs *5yrs attendance attendance

M Jul 2021 to Jun 2022 8 Jul 2022 to Jun 2023

Financial performance that includes

The main source of revenue is Facility improvement funds(FIF) from various revenue streams

within the departments of the facility ie Outpatient, inpatient, laboratory services, radiology and

pharmacy.

The hospital has an absorption rate of 99.5% of its budgetary allocation.

S = < 2 "SSUUUUIUIPRPS

Name : Dr. Esther M Kinyeru
Secretary to the Board

XVili
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10.Envir+p1ental and Sustainability Reporting

Njoro Sub C

Below is an o
i) Susi

Njoro Level 4

FanY

f=)

f lobbying fo

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

putting the clignt/Citizen first, delivering health services, and improving operational excellence.

t‘line of the organisation’s policies and activities that promote sustainability.

ainability strategy and profile

1
Sub-County Hospital has curtailed energy consumption by upgrading to energy-

fficient Iightirrgi and equipment. Optimizes the use of natural light. The hospital is in the process

solar panels so as to generate renewable energy. The hospital also has grown

—

bod for patie

o

y identifying
segrega

iii) Em

gender

School
Staff ar
through
The ca

| uniform

$ with a farm-to-table program.

ii) Environmental performance

Njoro Lelel 4 Sub-County Hospital adopt a comprehensive waste management approach

nd
ng waste into hazardous waste.

ployee welfare

The hir}ug process is done centrally by the county public service board and issues of

are taken into consideration. The hospital through the department of health

supportrs !training of compulsory management course for different job groups at the Kenya

Jﬁ Government. Appraisals are done yearly with amid year review of the progress.
a‘also engaged in an yearly team building activities with other activities running
)ﬁt the year. They also enjoy tea and snacks everyday provided by the hospital.
al labours and some health care workers have the benefit of being provided with
and the protective gear by the hospital.

iv) M

a)

rket place practices-

111 . . .
The or@anisation should outline its efforts to:

sponsible competition practice.

oro Level 4 Sub-County Hospital is competitive enough through provision of

ptofessional health care services which gives the facility a competitive edge over

o) h'er health facilities within its locality.

XiX
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b) Responsible Supply chain and supplier relations

v)

Njoro Sub County hospital maintains good business practices, and treats its own
suppliers responsibly by honouring contracts in time and respecting payment
practices. At the moment Njoro Level 4 Sub-County Hospital has no pending bills
and has no debt with any supplier.
c) Responsible marketing and advertisement
The hospital markets itself through community engagement in various platform like
through community health volunteers, outreaches. Patient reviews are also conducted
verbally or through a telephone system. New services are usually sent out via emails
and social media platforms
Product stewardship
The rights of the patients are safeguarded through confidentiality, regular checks
by the health care bodies like pharmacy and poisons board (PPB) checking the
pharmaceuticals in the facility and the KMPDC checks on the HCW services.
Corporate Social Responsibility / Community Engagements
Njoro Level 4 Sub-County Hospital has quarterly community outreach and health
awareness program. It also has a free maternai day where all expectant mothers
come for education, screening and they are served snacks. The vital signs are free

in the hospital. Waivers are also issued to the very needy cases and the disabled.

XX



A

Njoro Level 4 l'qlb County Hospital (Nakuru County Gove rnment)
Annual Repordand Financial Staiements for The Year Ended 30" June 2023

.. - |

w

T

The Board m

pecialized o

lanning and

Auditors

accordance

1. R?ﬁort of The Board of Management

fljnbers submit their report together with the Audited Financial Statements for the

ear ended Jdne 30, 2023, which show the state of the hospital’s affairs.

’rincipal activities

'he principal activities of the Njoro Level 4 Sub-County Hospital are outpatient services with one

ﬁatient clinic, inpatient services, laboratory, maternity, child welfare clinics, family

g¢omprehensive care canter services among others.

Board of Management

he members pf the Board who served during the year are shown on page vi to viii.

he Auditor GJrieraI is responsible for the statutory audit of the Njoro Level 4 Sub County Hospital

with Article 229 of the Constitution of Kenya and the Public Audit Act 2015.

XXi
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12.Statement of Board of Management’s Responsibilities

Section 164 of the Public Finance Management Act, 2012 requires the Board of Management
to prepare financial statements in respeci of that Njoro Sub County Hospital, which give a true
and fair view of the state of affairs of the Njoro Level 4 Sub-County Hospital at the end of the
financial year/period and the operating results of the Njoro Level 4 Sub-County Hospital for
that year/period. The Board of Management is also required to ensure that the Njoro Level 4
Sub-County Hospital keeps proper accounting records which disclose with reasonable
accuracy the financial position of the Njoro Sub County Hospital. The council members are

also responsible for safeguarding the assets of the Njoro Sub County Hospital.

The Board of Management is responsible for the preparation and presentation of the Njoro Sub
County Hospital's financial statements, which give a true and fair view of the state of affairs of
the Njoro Level 4 Sub-County Hospital for and as at the end of the financial year (period) ended
on June 30, 2023. This responsibility includes: (i) maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the
reporting period, (i) maintaining proper accounting records, which disclose with reasonable
accuracy at any time the financial position of the Njoro Sub county Hospital, (iii) designing,
implementing and maintaining internal controls relevant to the preparation and fair
presentation of the financial statements, and ensuring that they are free from material
misstatements, whether due to error or fraud. (iv) safeguarding the assets of the Njoro Sub
county Hospital; (v) selecting and applying appropriate accounting policies, and (vi) making

accounting estimates that are reasonable in the circumstances.

The Board of Management accepts responsibility for the Njoro Sub County Hospital's financial
statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, in conformity with International Public
Sector Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012 and.
The Board members are of the opinion that the Njoro Sub County Hospital's financial
statements give a true and fair view of the state of Njoro Sub County Hospital's transactions
during the financial year ended June 30, 2023, and of the Njoro Sub County Hospital's financial

position as at that date. The Board members further confirm the completeness of the accounting

XXIii
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records maintained for the Njoro Sub County Hospital, which have been relied upon in the
preparatian of the Njoro Sub County Hospital’s financial statements as well as the adequacy of

the systerhs of internal financial control.

In preparing the financial statements, the Direciors have assessed the Fund’s ability to
continue &s a going concern (disclosed, as applicable, matters relating to the use of going
concern basis of preparation of the financial statements) OR

Nothing hés come to the attention of the Board of management to indicate that the Njoro Level
4 Sub-Colinty Hospital will not remain a going concern for at least the next twelve months from

the date of this statement.
Approvallof the financial statements

The HospLal’s financial statements were approved by the Board on l@lbé l 20LP and

signed onlits behalf by:

r. Stephene Kiarie Name: Dr. Esther M Kinyeru
Chairpefson Accounting Officer

Management

xXxlil
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ail: info@oagkdnya.go.ke Anniversary Towers
Monrovia Street

Website: www.oagkenya.go.ke

OFFICE OF THE AUDITOR-GENERAL

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON NJORO LEVEL 4 SUB-COUNTY
HOSPITAL FOR THE YEAR ENDED 30 JUNE, 2023 — COUNTY GOVERNMENT OF
NAKUR

PREAMBLE
| 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
arel fairly presented in accordance with the applicable financial reporting framework,
acdounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Repadrt on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guitelines and manuals and whether public resources are applied in a prudent,

ient, 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 Internal Controls, Risk Management and Governance

management environment and the internal controls developed and implemented by
thase charged with governance for orderly, efficient and effective operations of the

dified opinion does not necessarily mean that an entity has complied with all
laws and regulations and that its internal controls, risk management and

responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Rinance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the repdrt, when read together constitute the report of the Auditor-General.

REPORIT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have pudited the accompanying financial statements of Njoro Level 4 Sub-County

t of Nakuru

P.O. Box 30084-00100
NAIROBI



statement of financial position as at 30 June, 2023 and the statement of financial
performance, statement of changes in net assets, statement of cash flows and the
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. | have obtained all the information and explanations which
to the best of my knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Njoro Level 4 Sub-County Hospital - County
Government of Nakuru as at 30 June, 2023 and of its financial performance and its cash
flows for the year then ended, in accordance with International Public Sector Accounting
Standards (Accrual Basis) and comply with the Health Act, 2017, the County
Governments Act, 2012 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion
1. Inaccurate Total Net Assets and Liabilities

The statement of financial position reflects total net assets and liabilities balance of
Kshs.23,427,327 while the statement of changes in net assets reflets a balance of
Kshs.20,759,087 resulting to an unexplained variance of Kshs.2,668,240.

In the circumstances, the accuracy, completeness of total net assets and liabilities
balance of Kshs.23,427,327 could not be confirmed.

2. Variances in Revenue from Rendering of Medical Services

The statement of financial performance reflects rendering of services — medical service
income amount of Kshs.24,944,656 as disclosed in Note 7 to the financial statements.
Included in the amount is other medical services income of Kshs.10,285,715 which is
claims received from the National Health Insurance Fund (NHIF). However, NHIF records
reflected an actual reimbursement of Kshs.9,907,980 resulting to an unexplained
variance of Kshs.377,735.

In the circumstances, the accuracy and completeness of revenue from rendering of
services — medical services income amount of Kshs.24,944 656 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.2,460,173 as disclosed in Note 16 to the financial statements. However, review of
Hospital records and physical verification revealed various assets including land,
buildings, motor vehicles, furniture, computers and equipment which were not disclosed
in the financial statements. Further, the ownership documents for land were not provided
for audit.

Report of the Auditor-General on Njoro Level 4 Sub-County Hospital for the year ended 30 June, 2023 — County
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In the pircumstances, the accuracy, completeness and ownership of property, plant and
equiprment balance of Kshs.2,460,173 could not be confirmed.

4. Variances in Receivables from Exchange Transactions

The statement of financial position reflects receivables from exchange transactions
balande of Kshs.12,553,248 as disclosed in Note 14 to the financial statements. The
amount relates to dues from the National Health Insurance Fund (NHIF) whose records
indicate a balance of Kshs.6,104,864 resulting to an unexplained and unreconciled
variange of Kshs.6,448,384. Further, the amount has been outstanding for more than
twelvel(12) months while the contract between the Hospital and NHIF indicates the period
to paylgenuine claims is within 30 days of submission.

In the gircumstances, the accuracy and completeness of the receivables from exchange
transactions balance of Kshs.12,553,248 could not be confirmed.

5. Unconfirmed Inventories Balance

The statement of financial position reflects inventory balance of Kshs.2,900,457 as
disclosed in Note 15 to the financial statements. However, there was no evidence of
annuaj stock take to confirm the quantities, value and status of closing inventory balances
as at 30 June, 2023.

In the circumstances, the accuracy, completeness and valuation of the inventory balance
of Kshs.2,900,457 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Njoro Level 4 Sub-County Hospital
Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical
responmsibilities in accordance with the ISSAI and in accordance with other ethical
requiréments applicable to performing audits of financial statements in Kenya. | believe
that thie audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key *.ldit Matters

Key @dit 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
reportlin the year under review.

REPAQRT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESQURCES

Conclusion

except for the matters described in the Basis for Conclusion on Lawfulness and
Effectiveness in Use of Public Resources section of my report, | confirm that, nothing else

As re;uired by Article 229(6) of the Constitution, based on the audit procedures performed,

Report of the Auditor-General on Njoro Level 4 Sub-County Hospital for the year ended 30 June, 2023 — County
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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. Failure to Transfer Revenue to the County Revenue Fund Account

The statement of financial performance reflects rendering of services — medical service
income amount of Kshs.24 944 656 as disclosed in Note 7 to the financial statements.
However, the amount was not transferred to the County Revenue Fund Account for
approval by the Controller of Budget before withdrawal. This was contrary to Regulation
81(1) of the Public Finance Management (County Governments) Regulations, 2015 which
states that receivers of revenue shall promptly deposit into the County exchequer account
all receipts due to the County Revenue Fund.

In the circumstances, Management was in breach of the law.
2. Delayed Completion of the Out-patient and In-patient Block

Review of Hospital records revealed the construction of an outpatient block with a contract
sum of Kshs.147,538,940 commenced on 16 February, 2021 for a contract period of forty
(40) weeks which lapsed on 23 November, 2021. However, during verification in the
month of April, 2024 revealed the project was still under construction with an estimated
completion level of 70%. In addition, the project was being constructed on a donated
seven (7) acre piece of land whose ownership documents were not provided for audit .

In the circumstances, the value for money and ownership of the construction of an
outpatient and in-patient block with a contract sum of Kshs.147,538,940 could not be
confirmed.

3. Irregular Engagement of Casual Workers

The statement of financial performance reflects employee costs amount of
Kshs.4,243,813 as disclosed in Note 9 to the financial statements out of which
Kshs.742,228 related to payment of contractual employees. However, it was noted that
Management engaged casual workers for more than three months. This was contrary to
Section B.16(1) of the County Public Service Human Resource Manual, May 2013 which
states that casual workers shall be engaged only on urgent short-term tasks with the
approval of the County Public Service Board and they shall not be engaged for more than
three months, as stipulated in the Employment Act, 2007.

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

4. Deficiencies in Implementation of Universal Health Coverage

Review of Hospital records and interviews on verification of services offered, equipment
used and medical specialists in the Hospital at the time of audit revealed that the Hospital

Report of the Auditor-General on Njoro Level 4 Sub-County Hospital for the year ended 30 June, 2023 — County
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did nc# meet the requirements of Kenya Quality Model for Health Policy Guidelines due
to staff deficits by ninety (90) staff requirements or 89% of the authorized establishment.
StaffJ No. in
Requirements Level 4 standard Hospital Variance | Percentage %
Medigal Officers 16 1 15 94
Anesthesiologists 2 0 2 100
General Surgeons 2 0 2 100
Gynegologists 2 0 2 100
Pediatrics s 0 s 100
Radiglogists 2 0 P 100
Kenya Registered
Community Health 75 10 65 87
Nursés
Total 101 11 90 89

In add&ion, the Hospital lacked the necessary equipment and machines outlined in the
Health|Policy Guidelines as detailed below:

Level 4 Hospital | Actuals in

Servite Standard the Hospital | Variance | Percentage %
Beds 150 28 122 81
Resuscitaire (2 in

Labori& 1 in

Theatfe) 2 2 0 0
New Born Unit

Incubators 5 0 o) 100
New Born Unit

Cots 5 0 5 100
Functional ICU

Beds 6 0 6 100
High Dependency

Unit (HDU) Beds 6 0 6 100

RenaliUnit with
atleast 5 Dialysis

Machines 5 0 5 100
Two Functional 2 0 2 100
Operational

Theatfes-Maternity

& General

These deficiencies contravene the First Schedule of Health Act, 2017 and imply that
accessing the highest attainable standard of health, which includes the right to health

Report o
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care services, including reproductive health care as required by Article 43(1) of the
Constitution of Kenya, 2010 may not be achieved.

In the circumstances, the understaffing and inadequate Hospital equipment may negativel
have impacted on service delivery to the public.

5. Inadequate Universal Health Coverage (UHC) Commodities and Services

The statement of financial performance reflects clinical costs of Kshs.18,459,670 as
disclosed in Note 8 to the financial statements. The amount includes Kshs.4,957,364
incurred on pharmaceuticals supplies out of which Kshs.821,878 was spent on Universal
Health Coverage program medical commodities. However, these medical commodities
were inadequate to implement the Programme since the Hospital had budgeted
Kshs.4,957,364 which translates to 17% of the hospital needs. In addition, there was no
evidence to show that the hospital was allocated healthcare workers employed by the
National Government to implement the Programme.

In the circumstances, the right to the highest attainable standard of health, which includes
the right to healthcare services, including reproductive healthcare could not be confirmed.

The audit was conducted in accordance with ISSAI 4000. The Standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Stock-Outs of Essential Medical Supplies

The statement of financial position reflects inventory balance of Kshs.2,900.457 as
disclosed in Note 15 to the financial statements. Review of the Hospital stock cards for
controlling stores indicated that the Hospital experienced stock out of medical supplies
ranging from six (6) days to three hundred and sixty-three (363) days.

In the circumstances, access to the highest attainable standard of health could not be
confirmed.
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2. Expiry of Medical Supplies

The statement of financial position reflects inventory balance of Kshs.2,900,457 as
disclogsed in Note 15 to the financial statements. Review of the management of
pharmaceuticals at the Hospital revealed that 30,327 units of various drugs of
undetérmined value had expired. Further, the stock cards used to issue drugs to various
departments in the Hospital did not indicate the batch number and the expiry dates of the
drugs.

controls on the management of pharmaceutical and non-pharmaceutical inventory could

In the gircumstances, the Hospital may have lost monies and the effectiveness of internal
not bejconfirmed.

it was conducted in accordance with ISSAI 2315 and ISSAI 2330. The Standards
that | 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. | believe that the audit evidence | have
obtainéd is sufficient and appropriate to provide a basis for my conclusion.
Responsibilities of Management and Board of Management

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

misstatement, whether due to fraud or error and for its assessment of the effectiveness
of interhal controls, risk management and overall governance.

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

Manageément is also responsible for the submission of the financial statements to the
AuditoriGeneral in accordance with the provisions of Section 47 of the Public Audit Act,
2005.

In addifion to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
Hospital's activities, financial transactions and information reflected in the financial
statements are in compliance with the authorities which govern them, and that public
money is applied in an effective manner.

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 overall

Governmeht of Nakuru
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governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAIs will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

Further, in planning and performing the audit of the financial statements and review of
compliance, | consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the ISSAls. 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 noncompliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

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

= Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
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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,
fargery, intentional omissions, misrepresentations or the override of internal controls.

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

Coénclude on the appropriateness of the Management'’s use of the applicable basis
ofl accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
theé Hospital's ability to continue to sustain its services. If | conclude that a material
uricertainty exists, | am required to draw attention in the auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to
médify my opinion. My conclusions are based on the audit evidence obtained up to
thé date of my audit report. However, future events or conditions may cause the
Haspital to cease to continue to sustain its services.

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

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

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

| 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 gontrols that are identified during the audit.

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

~
FCPA ~CBS
AUDITOR-GENERAL
Nairobi

8 July, 29324

Report of t% Auditor-General on Njoro Level 4 Sub-County Hospital for the year ended 30 June, 2023 — County
Government| of Nakuru

9




Njoro Level 4 Sub County Hospitol (Nakuru County Government)

Annual Ilebort and Financial Statements for The Year Ended 3 0" June 2023

14. Statement of Financial Performance for The Year Ended 30 June 2023.

and signéd on its behalf by:

Y

- Mr. Stepliene Kiarie

ChairmT
Board of Management

CPA. Alfred Kimutai Kipsang

Head of Finance

ICPAK No: 26826

Reven d: from exchange transactions
Ig(—)l:’lgﬁinﬁ:rt];nbutlons from the County 6 — 18,113 308
} Rendering of services- Medical Service Income |7 24,944,656 | 24,060,761
Total r@venue | 41,111,825 | 42,174,069
Expentp
Medica}(;linical costs 8 18,459,670 21,910,905
Employe; costs 9 4243 813 4 033,105
1 Board of Management Expenses 10 727,500 495,5&)—
| Repairsjand maintenance N i 1,400,491 2,397,111 1—
General expenses 12 5,563,871 5,963,081
Total expenses 30,395,345 34,799,702
I Net Surp]rus | (Deficit) for the year 10,716,480 7,374,367
The Hosji al's financial statements were approved by the Boardon ___y ¢ I 06 [ 202y

...... B,

Dr. Kinyeru Esther Muthoni.

Medical Superintendent




Njoro Level 4 Sub County Hospital (Nakuru County Government)

Annual Report and Financial Statements for The Year Ended 30" June 2023

15.Statement of Financial Position as at 30" June 2023.

Assets

Current assets

Cash and cash equivalents 13 5,513,449 4.620,180

Receivables from exchange transactions 14 12,553,248 2,855,900

Inventories 19 2,900,457 2,016,527

Total Current Assets 20,967,154 9,492,607

Non-current assets

Property, plant, and equipment 16 2,460,173 550,000

Total Non-current Assets 2,460,173 550,000

Total assets 23,427,327 | 10,042,607

Liabilities

Current liabilities

Total Current Liabilities - -

Non-current liabilities

Total Non-current liabilities - -

Total Liabilities - -

Net assets

Accumulated surplus/Deficit 20,759,087 7,374,367

Capital Fund 2,668,240 2,668,240

Total Net Assets and Liabilities 23,427,327 | 10,042,607
The Hospital's financial statements were approved by the Board on 12| o0 b I No 1P

and signed on its behalf by:

Dr. Kinyeru Esther Muthoni.

Mr. Stephene Kiarie CPA. Alfred Kimutai Kipsang

Head of Finance

ICPAK No: 26826

Chairman Medical Superintendent

Board of Management
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4!:! 4 Sub County Hospital (Nakuru County Government)
eport and Financial Statements for The Year Ended 30" June 2023

16.

-

Statement of Changes in Net Asse! for The Year Ended 30 June 2023

...............................

Mr. Steﬂ\Lne Kiarie

Chairm

n
' Board :lrvllanagement
|

CPA. Alfred Kimutai Kipsang

Head of Finance

ICPAK No: 26826

As at _iy 1, 2021 (previous yer) - - - -
| Revaluﬂ#ion gain - - - )
Surplu ddeficit) for the year - 7,374,367 -| 7,374,367
Capitalhevelopment grants - - 12,668,240 | 2,668,240
| ;\;r‘;t ype 80, 2022 (previous : 7,374,367 | 2,668,240 | 10,042,607
At Julyl1, 2022 (current year) - 7,374,367 | 2,668,240 | 10,042,607
; Revalurt on gain - - - L
Surplui’kdeficit) for the year - 10,716,480 10,716,480
Capitalbevelopment grants - -
| At Jun FO, 2023 | - 18,090,847 | 2,668,240 | 20,759,087
*

Dr. Kinyeru Esther Muthoni.

Medical Superintendent



Njoro Level 4 Sub County Hospital (Nakuryu County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2023

17. Statement of Cash Flows for The Year Ended 30 June 2023

Cash flows from operating activities

Receipts

In-kind contributions from the County 6 16.167.169 18.113.,308
Government

Rendering of services- Medical Service Income | 7 24,944 656 24,060,761
Total Receipts ; 41,111,825 42,174,069
Payments !

Medical/Clinical costs 8 10,205,639 26,783,332
Employee costs 9 4,243,813 4,033,105
Board of Management Expenses 10 727,500 495,500
Repairs and maintenance — 11 1,400,491 2,397,111
General expenses 12 5,563,871 5,963,081
Total Payments 22,141,214 39,672,129
Net cash flows from operating activities 17 2,803,442 2,501,940
Cash flows from investing activities

_Purchgse of property, plant, equipment & 16 (1,910,173) (550.000)
intangible assets

Net cash flows used in investing activities (1,910,173) (550,000)
Cash flows from financing activities -
Net cash flows used in financing activities 0 -
Net. increase/(decrease) in cash and cash 893,269 1,951,940
equivalents [

Cash and cash equivalents as at 1 Ju:-yﬂ)__ZZ 4,620,180 2,668,240
Cash and cash equivalents as at 30 June 2023 | 13 5,513,449 4,620,180

The notes set out on pages 1 to 36 form an integral

and signed on its behalf by

Mr. Stephene Kiarie

Chairman

Board of Management

CPA. Alfred Kimutai Kipsang

Head of Finance

ICPAK No: 26826

part of the Annual Financial
Statements. The Hospital's financial statements were approved by the Board on

Dr. Kinyeru Esther Muthoni.

Medical Superintendent



Njoro Level 4 Sub County Hospital (Nakuru County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2023

i

18. Statement of Comparison of Budget and Actual Amounts for Year Ended 30 Jun 2023

[ J

B c=(a+b) D f=d/c%

Kshs Kshs Kshs Kshs N
Revenue |
In-kind contributions from the County
Government “| 16167169 16,167,169 | 16,167,160
rendering of services- Medical Service | 24,644,656 | 24944656 | 24,944,656 100%
Total income B 24,944,656 16,167,169 41,111,825 | 41,111,825 100%
Expenses _ _ ) _ i e .
Medical/Clinical costs 10,205,539.00 8,254,131 18,459,670 | 18459670 100%
Employee costs 4,243,813.00 : 4243813 | 4243813 100%
Remuneration of directors 727,500.00 - 727,500 727,500 100%
Repairs and maintenance 1,400,491.00 - 1,400,491 1,400,491 100%
General expenses 5,563,871.00 - 5,563,871 5,563,871 100%
Total Expenditure 22,141,214.00 8,254,131 30,395,345 | 30,395,345
Surplus for the period 2,803,442.00 - 10,716,480 | 10,716,480
Capital expenditure

YW= B

Dr. Kinyeru Esther Muthoni.

Mr. Stephene Kiarie

CPA. Alfred Kimutai Kipsang

Head of Finance

ICPAK No: 26826

Chairman Medical Superintendent

Board of Management




Njoro Level 4 Sub County Hospital (Nakuru County Government)
Annual Report and Financial Statements for The Year Ende.d 30" June 2023

19.Notes to the Financial Statements

1. General Information

Njoro sub-county hospital is established by and derives its authority and
accountability from PFM Act. The Njoro Sub-County Hospital is wholly owned by
the Government of Kenya and is domiciled in Kenya. The Njoro Sub-County

Hospital’s principal activity is to provide integrated quality services for all

2 Statement of Compliance and Basis of Preparation
1The financial statements have heen prepared on a historical cost basis except

for the measurement at re-valued amounts of certain items of property, plant, and
equipment, marketable securities and financial instruments at fair value, impaired
assets at their estimated recoverable amounts and actuarially determined
liabilities at their present value. The preparation of financial statements in
conformity with International Public Sector Accounting Standards (IPSAS) allows
the use of estimates and assumptions. It also requires management to exercise
judgement in the process of applying the Njoro Sub County Hospital's accounting
policies. The areas involving a higher degree of judgment or complexity, or where
assumptions and estimates are significant to the financial statements, are
disclosed in Note xx The financial statements have been prepared and
presented in Kenya Shillings, which is the functional and reporting currency of
the Njoro Sub County Hospital. The financial statements have been prepared in
accordance with the PFM Act 1€4(1), and International Public Sector Accounting
Standards (IPSAS). The accounting policies adopted have been consistently

applied to all the years presented.

3. Adoption of New and Revised Standards
IPSASB deferred the application date of standards from 1st January 2022 owing to

Covid19. This was done to provide entities with time to effectively apply the

standards. The deferral was set for 15! January 2023.

N



Njor 'ﬁevel 4 Sub County Hospital (Nakuryn County Government)
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Notqs‘to Financial Statements Continued
|

w and amended standards and interpretations in issue but not yet effective

Applicable: 1st January 2023:

The objective of IPSAS 41 is to establish principles for the financial
reporting of financial assets and liabilities that will present relevant
| and useful information to users of financial statements for their
assessment of the amounts, timing and uncertainty of an Hospital's
future cash flows.

\ IPSAS 41 provides users of financial statements with more usefui
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 ancd 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 arrangemenis in scope of the
| guidance. The model develops a strong link between an
i Hospital's risk management strategies and the accounting
treatment for instruments held as part of the risk

‘ management strategy.

IPSAB| 42:| Applicable: 15t January 2023

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

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

(a) The nature of stich social benefits provided by the Hospital;

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

schemes; and

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

financial performance. financial position and cash flows.

Amendments
to Other
IPSAS

resulting from

Applicable: 1st January 2023
a) Amendments to IPSAS 5. to update the guidance related to
the components of borrowing costs which were inadvertently

omitted wher. IPSAS 41 was issued.

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

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

Amendments to IPSAS 33, to update the guidance on classifying
financial instruments on initial adoption of accrual basis IPSAS
which were inadvertently omitted when IPSAS 41 was issued.
Other Applicable 1st Janua?y 2023
improvements | ¢ |IPSAS 22 Disclosure of Financial Information about the General
to IPSAS Government Secior.

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

IPSAS 39: Employee Benefits

Now deletes the term composite social security benefits as it is no
longer defined in IPSAS
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e IPSAS 29: Financial instrurnents: Recognition and Measurement
Standard no longer included in the 2021 IPSAS handbook as it is
now superseded by IPSAS 41 which is applicable from 1st January
2023.

IPSAS 43

Applicable 15! January 2025
the

measurement, presentation, and disclosure of leases. The objective

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

The new standard requires entities to recognise, measure and

present information on right of use assets and lease liabilities.

IPSAS 44
Noh- Current
ASII Held
for| Sale and

ets

Discontinued

Operations

Applicable 1st January 2025

The Standard requires,

Assets that meet the criteria 1o 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 of financial position and the
results of discontinued operations to be presented separately in the

statement of financial performance.

4,

Early adoption of standards
The Njoro Sub-County Hospital did not early — adopt any new or amended
standards in the year 2022/2023.

Summary of Significant Accounting Policies
Revenue recognition

i) Revenue from non-exchange transactions

Q
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Transfers from other Government entities
Revenues from non-exchange transactions with other government entities are
measured at fair value and recognized on obtaining control of the asset (cash, goods,
services, and property) if the transfer is free from conditions and it is probable that
the economic benefits or service potential related to the asset will flow to the Njoro

Sub-County Hospital and can be m=zasured reliably.

Revenue from exchange transactions
Rendering of services

The Njoro Sub-County Hospital 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 comp'etion 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 of goods is recognized when the significant risks and rewards
of ownership have been transferred to the buyer, usually on delivery

of the goods and when the amount of revenue can be measured reliably, and it is
probable that the economic benefits or service potential associated with the transaction
will flow to Njoro Sub-County Hospita!

Interest income

Interest income is accrued using the effective yield method. 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
Njoro Sub-County Hospital'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.
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Budget information

The driginal budget for FY 2022/2023 was approved by Board on quarterly basis.

Subsdquent revisions or additional appropriations were made to the approved budget in

accor@ance with specific approvals from the appropriate authorities. The additional

appro;
respe

Hospi

riations are added to the original budget by the Hospital upon receiving the
itive approvals in order to conclude the final budget. The Njoro Sub-County

al’s budget is prepared on a different basis to the actual income and expenditure

discloged in the financial statements. The financial statements are prepared on accrual

basis
perfor]

financ

A co

approy

Ising a classification based on the nature of expenses in the statement of financial
mance, whereas the budget is prepared on a cash basis. The amounts in the

al statements were recast from the accrual basis to the cash basis and

recla:[ihed by presentation to be on the same basis as the approved budget.

p‘arison of budget and actual amounts, prepared on a comparable basis to the

ed budget, is then presented in the statement of comparison of budget and actual

amou

ts. In addition to the Basis difference, adjustments to amounts in the financial

statements are also made for differences in the formats and classification schemes

adoptéd for the presentation of the financial statements and the approved budget. A

state
state

state

b. Taxes
Sale

Exp

;.

nt to reconcile the actual amounts on a comparable basis included in the
nt of comparison of budget and actual amounts and the actual as per the

nt of financial performance has been presented in these financial statements.
|

(taxl Value Added Tax

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

When the sales tax incurred on a purchase of assets or services is not
recoverable from the taxation authority, in which case, the sales tax is
Irecognized as part of the cost of acquisition of the asset or as part of the
expense item, as applicable.

~1 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.

C. Invest‘l‘ent property
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Investment properties are measured initially at cost, including transaction costs. The

carrying amount includes the replacem 2nt cost of components of an existing investment
property at the time that cost is incurre if the recognition criteria are met and excludes
the costs of day-to-day maintenance of an investment property.

Investment property acquired through a non-exchange transaction is measured at its
fair value at the date of acquisition. Subsequent to initial recognition, investment
properties are measured using the cost model and are depreciated over a period of
given years. 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 anc the carrying amcunt of the asset is recognized
in the surplus or deficit in the period of de-recognition. Transfers are made to or from

investment property only when there is a change in use.

. Property, plant and equipment
All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes exoenditure that is directly attributable to the
acquisition of the items. When significant parts of property, plant and equipment are
required to be replaced at intervals, the Hospital recognizes such parts
as individual assets with specific useful lives and depreciates them accordingly.
Likewise, when a major inspection is performed, its cost is recognized in the carrying
amount of the plant and equipment as a replacement if the recognition criteria are
satisfied. All other repair and maintenance costs are recognized in surplus or deficit as
incurred. Where an asset is acquired in a non-exchange transaction for nil or nominal
consideration the asset is initially measured at its fair value.

e. Leases
Finance leases are leases that transfer substantially the entire risks and benefits
incidental to ownership of the leased item to the Hospital. Assets held under a finance
lease are capitalized at the commencement of the lease at the fair value of the leased
property or, if lower, at the present value of the future minimum lease payments. The
Hospital 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.
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Pent to initial recognition, lease pa}ymernts are apportioned between finance
§ and reduction of the lzase liability so as to achieve a constant rate of interest
remaining balance of the liability. Finance charges are recognized as finance
surplus or deficit.

2t held under a finance lease is depreciated over the useful life of the asset.
r, if there is no reasonable certainty that the Hospital will obtain ownership of
the asket by the end of the lease term, the asset is depreciated over the shorter of the
estimated useful life of the asset and the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits
incidehtal to ownership of the leased item to the Hospital. Operating lease payments are
recogpi#ed as an operating expense in surplus or deficit on a straight-line basis over the

lease ferm.

f. Intangible assets

Intandible assets acquired separately are initially recognized at cost. The cost of
intafgible assets acquired in a non-excharige transaction is their fair value at the date
of thie exchange. Following initial recognition, intangible assets are carried at cost less
any | accumulated amortization and accumulated impairment losses. Internally
gencréted intangible assets, excluding capitalized development costs, are not

capi 4Iized and expenditure is reflected in surplus or deficit in the period in which the

exp@nditure is incurred. The useful life of the intangible assets is assessed as either

finitgd or indefinite

12
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g. Research and development costs

The Hospital expenses research costs as incurred. Development costs on an
individual project are recognized as intangible assets when the Hospital can
demonstrate:

» The technical feasibility of compieting the asset so that the asset will be available

for use or sale
» Its intention to complete and its ability to use or sell the asset
» The asset will generate future economic benefits or service potential
» The availability of resources to complete the asset
» The ability to measure reliably the expenditure during development.

Following initial recognition of an asset, the asset is carried at cost less any
accumulated amortization and accumulated impairment losses. Amortization of the
asset begins when development is complete and the asset is available for use. It is
amortized over the period of expected future benefit. During the period of
development, the asset is tested for impairment annually with any impairment losses

recognized immediately in surplus or deficit.

h. Financial instruments

Financial assets

Initial recognition and measurement

Financial assets within the scope of IPSAS 28 Financial Insiruments: Recognition and
Measurement are classified as financial assets at fair value through surplus or deficit,
loans and receivables, held-to-maturity investments or available-for-sale financial
assets, as appropriate. The hospital determines the classification of its 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 market. After initial measurement, such
financial assets are subsequently 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



us or deficit.

-to-maturity

st rate. The losses arising from impairment are recognized in surplus or deficit.

irment of financial assets

liably estimated. Evidence of impairment may include the following indicators:

» The debtors or amenity of debtors are experiencing significant financial
‘ difficulty

+ Default or delinquency in interest or principal payments

- The probability that debtors wil enter bankruptcy or other financial
| reorganization

+ | Observable data indicates a measurable decrease in estimated future cash

‘ flows (changes in arrears or economic conditions that correlate with defaults)
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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 2r loans and borrowings, as appropriate. The
Hospital 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 effective 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 of the effective interest rate.

a. 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 of the inventory is its fair value at the date of acquisition.

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

accounted for as follows:
» Raw materials: purchase cost using the weighted average cost method

» Finished goods and work in progress. cost of direct materials and labour, and a
proportion of manufacturing overheads based on the normal operating capacity,

but excluding borrowing costs

After initial recognition, inventory is measured at the lower cost and net realizable
value. However, to the extent that a ciass of inventory is distributed or deployed at no
charge or for a nominal charge, that class of inventory is measured at the lower cost
and the current replacement cost.Net realizable value is the estimated selling price in
the ordinary course of operations, less the estimated costs of completion and the

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

1A
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recobnized as an expense when deployed for utization or consumption in the ordinary
course of operations of the Hospital. "

ib. Provisions

Provisions are recognized when the Hospital has a present obligation (legal or
conslrlctive) as a result of 2 past event, it is probable that an outflow of resources
embjc]ying economic benefits or service potential will be required to settle the

obligation and a reliable estimate can be made of the amount of the obligation.

Whe e the Hospital expects some or all of a provision to be reimbursed, for example,
undef an insurance contract, the reimbursement is recognized as a separate asset
only When the reimbursement is virtually certair.

The expense relating to any provision is presented in the statement of financial
perfoFmance net of any reimbursement.

Cont ngnt liabilities

The Hospital does not recognize a contingent liability, but discloses details of any

contiggencies in the notes to the financial statements, unless the possibility of an
outflow of resources embodying economic bencfits or service potential is remote.

Contingent assets

The Hospital does not recognize a contingent asset, but discloses details of a possible
asset vyhose existence is centingent on the cccurrence or non-occurrence of one or

more uncertain future events not wholly within the control of the Hospital in the notes

financial statements. Contingent assets are assessed continually to ensure that

develdpments 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 a slet’s value can be measured reliably, the asset and the related revenue are
recoghized in the financial statements of the period in which the change occurs.

c. Nature and purpose of reserves

The Hospital creates and maintains reserves in terms of specific requirements.
d. Changes in accounting policies and estimates
The Fpital recognizes the effects of changes in accounting policy retrospectively.

The effects of changes in accounting policy are applied prospectively if retrospective

tior: is impractical.




Njoro Level 4 Sub County Hospital (Nakuru County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2023

e. Employee benefits

Retirement benefit plans

The Hospital provides retirement benefits for its employees and directors. Defined
contribution plans are post-employm=nt benefit plans under which an Hospital pays
fixed contributions into a separate Hospital (a fund), and will have no legal or
constructive obligation to pay further contributions if the fund does not hold sufficient
assets to pay all employee benefits relating to employee service in the Current and
prior periods. The contributions to fund obligations for the payment of retirement
benefits are charged against income in the year in which they become payable.
Defined benefit plans are post-employment benefit plans other than defined-
contribution plans. The defined benefit funds are actuarially valued tri-annually on the
projected unit credit method basis. Deficits identified are recovered through lump-sum
payments or increased future contributions on a proportional basis to all participating
employers. The contributions and lump sum payments reduce the post-employment
benefit obligation.

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

g. Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and
equipment. Such borrowing costs arz capitalized over the period during which the
asset is being acquired or constructed and borrowings have been incurred.
Capitalization ceases when construction of the asset is complete. Further borrowing
costs are charged to the statement of financial performance.

h. Related parties

The Hospital regards a related party as a person or an Hospital with the ability to exert
control individually or jointly, or to exercise significant influence over the Hospital, or
vice versa. Members of key management are regarded as related parties and

comprise the directors, the CEO/principal and senior managers.
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i. Service concession arrangements

The Hospital analyses all aspects of service concession arrangements that it enters

into Im determining the appropriate accounting treatment and disclosure requirements.

conffols, through ownership, beneficial entittement 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. To the extent that an asset has been recognized, the
Hospital also recognizes a corresponding liability, adjusted by a cash consideration
paicio!r received.

j. Cash and cash equivalents

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

dep®sits on call and highly liquid investments with an original maturity of three months
or Igss, which are readily convertibie to known amounts of cash and are subject to
insignificant risk of changes in value. Bank account balances include amounts held at
the Central Bank of Kenya and at various commercial banks at the end of the financial
yeall For the purposes of these financial statements, cash and cash equivalents also
incldde short term cash imprests and advances to authorised public officers and/or
instilqtions which were not surrendered or accounted for at the end of the financial
yeal.

k. IComparative figures

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

. ‘ubsequent events

Thele have been no events subsequent to the financial year end with a significant
impjct on the financial statements for the year ended June 30, 2023.

5. Significant Judgments and Sources of Estimation Uncertainty
The| preparation of the Hospital's financial statements in conformity with IPSAS

reqdires management to make judgments, estimates and assumptions that affect the
repdrted amounts of revenues, expenses, assets and liabilities, and the disclosure of
confingent liabilities, at the end of the reporting period. However, uncertainty about

10
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these assumptions and estimates could result in outcomes that require a material

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

Estimates and assumptions

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

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

indicators to inform potential future use and value from disposal:

» The condition of the asset based on the assessment of experts employed by
the Hospital.

» The nature of the asset, its susceptibility and adaptability to changes in
technology and processes.

» The nature of the processes in which the asset is deployed.

» Availability of funding to rep'ace the asset.

» Changes in the market in reiation to the asset.

Provisions

Provisions were raised and management determined an estimate based on the

information available.

Provisions are measured at the management's best estimate of the expenditure
required to settle the obligation at the reporting date and are discounted to present

value where the effect is material.

mn
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6. !n-kind contributions from the County Government

Salh

ies and wages

Phdrmaceutical and Non-Pharmaceutical Supplies

Madical supplies-Drawings Rights (KEMSA) 16.167.169 18,113.308
Utifity bills .
Total grants in kind 16,167,169 18,113,308

7. Rendering of Services-Medical Service Income

3,976,339

4,290,385

T al revenue from the rendering of services

Nof-Pharmaceuticals 1,317,206 | 2,917,496
Laboratory 2,970,412 | 2,379,060
RaHliology 2.180,542 | 879,000
Nufrition service 20,140 12,100
Reproductive health 624,302 | 432,200
NHIF Reimbursement 3,570,000 | 11,543,985
Otfer medical services income 10,285,715 | 1,606,535

‘ 24,944,656 | 24,060,761

8 Nedicau Clinical Costs

La

e}

yratory chemicals and reagents

1,024,527

994,163
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Food and Ration 1,452,147 1,061,085
Uniform, clothing, and linen 67,450 400,000
Dressing and Non-Pharmaceuticals 2,005,961 1,927,633
Pharmaceutical supplies 4,957,364 3,270,000
Health information stationery 219,910 296,810
Sanitary and cleansing Materials 229,780 590,374
Purchase of Medical gases 207,000 59,959
X-Ray/Radiology supplies 41,400 70,000
Donated drugs 8,254,131 13,240,881
Total medicall/ clinical costs 18,459,670 21,910,905
9. Employee Costs
Salaries, wages, and allowances 3,501,585 3,683,200
Contractual Employees 742,228 449,905
Employee costs 4,243,813 4,033,105

10.Board of Management Expenses

495,500

Sitting allowance 727,500

Total ! 727,500 ! 495,500

gle’
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11} Repairs and Maintenance

Pro !rty— Buildings ) 490,287 800,000

Medical equipment ) 0 205,000
OffiEe equipment 0 467,645
Furfiture and fittings 0 78,233
Corhputers and accessories 257,050 144,000
Motbr vehicle expenses 374,700 310,000
Maihtenance of civil works 278,454 392,233
Total repairs and maintenance 1,400,491 2,397,111

12. JGeneraI Expenses

fing expenses

457,180

321,729

Bank charges 112,756 191,773
Confracted services 528,000 572,000
Electricity expenses 1,120,788 1,052,754
Traviel and accommodation allowance 399,900 260,000
Coutier and postal services 9,450 10,500
Prining and stationery 539,825 882,810
Wat}h and sewerage costs 210,176 254,730
Telellrlmne and mobile phone services 230,000 240,000
Interhet expenses 114,000 219,985
Stafltfaining and development 190,596 235,000
Dailq Subsistence Allowance 460,000 370,000
Refided Fuels 1,151,200 1,251,800
Soci}l contribution-staff uniform 40,000 100,000
Totd General Expenses 5,563,871 5,983,081

o Je |
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13.Cash and Cash Equivalents

Current accounts

5,613,449

4,620,180

Total cash and cash equivalents |

5,513,449

4,620,180

12 (a). Detailed Analysis of Cash and Cash Equivalents

a) Current account
Kenya Commercial bank | 1101880465 5,513,449 4,620,180
Equity Bank, etc - - - -
Sub- total 5,513,449 4,620,180
Grand total - 5,513,449 4,620,180

14. Receivables from Exchange Transactions

Medical services receivables

12,553,248

2,855,900

Total receivables

12,553,248

2,855,900

Analysis of Receivables From Exchange Transactions

% of
& ;
Current FY % of the | Comparative e
total FY
total
Less than 1 year 4,644,702 37% -
Between 1- 2 years 5,021,300 | 40% -
Between 2-3 years 1,882,988 15% 1,562,200 55%
Over 3 years 1,004,258 8% 1,293,700 45%
Total (a+b) 12,553,248 100% 2,855,900 | 100%

A
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15. | Inventories

Pharmaceutical supplies 1,652,455 1,066,667
Ma]rﬁtenance supplies - -
Fodd supplies 484,049 250,660
Lin}ﬂ and clothing supplies 467,450 400,000
Cleaning materials supplies 76,593 49,200
Geheral supplies 219,910 250,000
Lejs provision for impairment of stocks (-) (-)
Tofal 2,900,457 2,016,527
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Notes to the Financial Statements (Continued)

16. Property, Plant and Equipment

Cost

At 1 July 2021 (previous year) - - - 550,000 - - -| 550,000
Additions - - - - - . - _
Disposals - - - - - . ) %
Transfers/adjustments - - - - - - - .
At 30" Jun 2022 - - - 550,000 - - -| 550,000
At 1 July 2022 (current year) - - - 550,000 - - -| 550,000
Additions - - - - - 1,910,173 -11,910,173
Disposals - - - - = . $ -
Transfer/adjustments - - - - -
At 30" Jun 2023 - - - 550,000 -| 1,910,173 - | 2,460,173
Depreciation and impairment
At 1 July 2021(previous year) - - - - - . = .
Depreciation for the year - - - - . - . g
Disposals - - - - . - . "
Impairment - - - - - - . "
At 30 June 2023 - - - - & . - -
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At July 2023 (current year) -

550,000

1,910,173 |

Depreciation E

2,460,173

Disposals -

Impairment -

Transfer/adjustment -

At 30" June 2023 -

1,910,173

2,460,173

Net book values -

At 30™ Jun 2022 (previous) -

550,000

550,000

At 30" Jun 2023 (current) -

550,000

1,910,173

4,460,173
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Notes to the Financial Statements (Continued)

17.Cash Generated from Operations

Surplus for the year before tax 10,716,480 7,374,367
Adjusted for:
Depreciation -
Non-cash grants received 2,668,240
Impairment -_ -
Gains and losses on disposal of assets -
Contribution to provisions : -
Contribution to impairment allowance -
Working Capital adjustments
Increase in inventory (883,930) | (2,016,527)
Increase in receivables (9,697,348) | (2,855,900)
Increase in deferred income -
Increase in payables -
Increase in payments received in advance -
Net cash flow from operating activities 2,803,442 2,501,940

Notes to the Financial Statements (Continued)

18. Financial Risk Management

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

The Njoro Sub County Hospital's financial risk management objectives and policies
are detailed below:

(i) Credit risk

The Njoro Level 4 Sub-County 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
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credit quality of each customer, taking' intc account its financial position, past
expeérience and other factors. Individual risk limits are set based on internal or external
ass@ssment in accordance with limits set by the directors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables,
estihated by the company’s management based on prior experience and their
ass@ssment of the current economic environment. The carrying amount of financial
ass@ts recorded in the financial statements representing the Njoro Sub County
Hospital's maximum exposure to credit risk without taking account of the value of any
colldteral obtained is made up as follows:

)0 June 2022 (previous
yedr) _
Regeivables from exchange
tra!tjactions 9 2,855900 | 2,855,900 - -
Bank balances 4,620,180 | - -
Tofal 7,476,080 2,855,900 | 2,855,900
At 130 June 2023 (current '
year)
Regeivables from exchange | ¢ gq7 348 | 841,448 | 2,855,900 :
tragsactions i
Bamk balances 5,513,449 - - - |
Tofal [ 15,210,797 | 6,841,448 | 2,855,900

Thejcustomers under the fuily performing category are paying their debts as they
confinue trading. The credit risk associated with these receivables is minimal and the
allowance for uncollectible amounts that the company has recognised in the financial
statéments is considered adequate to cover any potentially irrecoverable amounts.
The Njoro Level 4 Sub-County Hospital has significant concentration of credit risk on
am Ihts due from 2021. The board of managerient sets the company’s credit policies
and I‘bjectives and lays down parameters within which the various aspects of credit
risk jnanagement are operated.
(ii)
Ulti

i?uidity risk management

ate responsibility for liquidity risk management rests with the hospital's board of

management who have built an appropriate liquidity risk management framework for
the management of the Njoro Sub County Hospital's short, medium and long-term
funding and liquidity management requirements. The Njoro Level 4 Sub-County
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Hospital manages liquidity risk through continuous monitoring of forecasts and actual
cash flows.

(iii) Market risk

The hospital has put in place an internal audit function to assist it in assessing the risk
faced by the Njoro Level 4 Sub-County Hospital on an ongoing basis, evaluate and
test the design and effectiveness of iis internal accounting and operational controls.
Market risk is the risk arising from changes in market prices, such as interest rate,
equity prices and foreign exchange rates which will affect the Njoro Sub County
Hospital's income or the value of its holding of financial instruments. The objective of
market risk management is to manage and control market risk exposures within
acceptable parameters, while optimising the return. Overall responsibility for managing
market risk rests with the Audit and Risk Management Committee.

The company’'s Finance Department is responsible for the development of detailed
risk management policies (subject to review and approval by Audit and Risk
Management Committee) and for thz day-to-day implementation of those policies.
There has been no change to the Njoro Level 4 Sub County Hospital's exposure to
market risks or the way it manages and measures the risk.

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

a) Foreign currency risk

The Hospital has transactional currency exposures. Such exposure arises through
purchases of goods and services that are done in currencies other than the local currency.
Invoices denominated in foreign currencies are paid after 30 days from the date of the
invoice and conversion at the time of payment is done using the prevailing exchange rate.
The carrying amount of the Hospital's foreign currency denominated monetary assets and

monetary liabilities at the end of the reporting period are as follows

At 30 June 2023

|
Financial assets (investments, cash, debtors) | s = .
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Liabilifles
Trade}and other payables . . .
Borro»lings | |- " )
Net foléign currency asset/(liability) , L |- . -

same with expected payments

At 30 June 2023
Financg assets (investments, cash, debtors)
Liabilities .
Trade and other payables | » - =
Borrowings _ = - _
Net for@ign currency asset/(liability) - . =

gn currency sensitivity analysis

vari bles held constant.

2021
Edro B N _

usD 10% - -
2022

Edro 10% 1- -
U$D 10% - :

Int ﬁst rate risk
Inte

st rate risk is the risk that the Hospital's financial condition may be adversely
affe€ted as a result of changes in interest rate levels. The company's interest rate risk

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

company’s deposits.

Management of interest rate risk

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

Sensitivity analysis

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

iv. Capital Risk Management

The objective of the Hospital's capital risk management is to safeguard the
Hospital's ability to continue as a going concern. The Hospital capital structure

comprises of the following funds:

Revaluation reserve - -
Retained earnings - -
Capital reserve - -
Total funds - -

Total borrowings - -

Less: cash and bank balances : N o .
Net debt/ (excess cash and cash equivalents) - -

Gearing - .

19. Related Party Balances
Nature of related party relationships

Entities and other parties related to the Hospital include those parties who have the

ability to exercise control or exercise significant influence over its operating and
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finalqial decisions. Relatec parties include mar agement personnel, their associates,

and cilose family members.
Govﬁrnment of Kenya
The|Government of Kenya is the principa! shareholder of NjoroSub County, holding

100% of the hospital's equity interest. The Government of Kenya has provided full
gua Etees to all long-term lenders of the Hospital, both domestic and external. Other
related parties include:

)i The National Government:
i) The Parent Ministry;

iii) Key management:

Iv) Board of directors,

Transactions with related parties

a) Bervices offered to related parties
ervices to -
ales of services -

otal _ §

=roorooToy

b)

L)

srants from the Government
Grants from County Government -
Brants from the National Government Entities -
Donations in kind from County Government - -
l}catal - -
c) Expenses incurred on behalf of related party
Payments of salaries and wages for employees -
Payments for goods and services for -
otal -

d) Key management compensation
rectors’ emoluments -
Compensation to the medical Sup .y -
Compensation to key management -

-

Total - .

|
20. ﬁbment Information

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

22. Ultimate and Holding Entity

The Hospital is a State Corporation/ or a Semi- Autonomous Government Agency

under the Ministry of Health. Its ultimate parent is the Government of Kenya.

23. Currency
The financial statements are pr=sented in Kenya Shillings (Kshs).
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A}pendix 1: Progress on Follow up of Auditor Recommendations

The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor.
We have nominated focal persons to resolve the various issues as shown below with the associated time frame within which we
expect the issues to be resolved.

No issue pending ' B | |

l

L | B P | AN

Guidance Notes:

()  Use the same reference numbers as contained in the external audit report.

(i) Obtain the “Issue/Observation” and “management comments”, required above, from the final external audit report that is signed
by Management.

(i) Before approving the report, discuss the timeframe with the appointed Focal Point persons within your Hospital responsible the
for implementation of each issue.

(iv) Indicate the status of “Resolved” or “Not Resolved” by the date of submitting this report to National Treasury.

Accounting Officer
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APPENDIX II: Projects Implemented by Njoro sub county hospital.
Projects
Projects implemented by the Hospital Funded by development partners

1 OUTPATIENT BLOCK N/A County Government | 40 weeks ‘ N/A i No [ No

Status of Projects completion

1 OUTPATIENT | 147,000,000.00 | N/A 70% N/A N/A County
BLOCK Government
and World Bank.
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