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I. Key Entity Information and Management

(a) Background information

Ikanga Hospital is a level 4 hospital established under gazette notice number xxx and is domiciled
in Kitui County under the Health and Sanitation Department. The hospital is govemed by a Board

of Management.
(b) Principal Activities

The principal activity/mission/ mandate of the hospital is to . . .

(Under this section you may also include the entity's vision, mission and core objectives)

(c) Key Management
The hospital's management is under the following key organs:

- County department of health
- Board of Management
- Accounting Officer/ Medical Superintendent
- Management
- Others (spectfu)

The key management personnel who held office during the financial year ended 30th June 2022 and

who had direct fiduciary responsibility were:

(Include all positions regarded as top management in your organisation)

(e) FiduciaryOversightArrangements

[Here, provide a high-level description ofthe keyfiduciary oversight arrangements covering (sayJ)

o Kitui County Assembly Public Investment and Accounts Committee
. Kitui County Assembly County Budget and Appropriation Committee
o Kitui County Assembly Finance and Economic Planning Committee
. Kitui County Budget and Economic Forum
o Controller of Budget
o National Treasury

Bernard KatungiCECM-County Treasury1

Dr. Winnie Kitetu2 CECM-Health and Sanitation

Justus KaliiJ Chief Officer- County Treasury

Kioko Kiilu4 Chief Offi cer-Health and Sanitation

Dr. Christopher Vita5 Medical Superintendent

1V

(d) Fiduciary Management

No. Designation Name
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(f) Entity Headquarters

P.O. Box 460-90200
Office of the Chief Officer
Health and Sanitation
Kitui, Kenya

(g) Entity Contacts

Telephone: 044-442204 l,
044-4422304

E-mail: health@kitui.oo.ke
Website: www.kitui.qo. ke

Kenya Commercial Bank
Kitui Branch
P. O. Box 683- 90200
Kitui, Kenya

(i) Independent Auditors

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

0) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

(k) County Attorney

P.O. Box 33-90200
Kitui, Kenya

Sub County Hospital (Kitui County Government)

(h) Entity Bankers
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II. The Board of Management

ChairmanI Dickson Kimuli

Sub County AdministratorFlorence Ngalai2

Representative, Business CommunityJ Bemard Mbithi Ngongoo

Representative, Professional GroupsGideon Munyalo

Representative, Women Groups5 Phares Kavuli Musini

Representative, Faith Based OrganizationsAgnes Martin6

Representative, NYC7 Alice David

Representative, PLWDsGabriel Katili Nthungi8

Dr. Christopher Vita9 Medical Superintendent

vl

Details

4.
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--I. Management Team

Bemard KatungiI CECM-County Treasury

Dr. Winnie KitetuCECM-Health and Sanitation2

Justus KaliiJ Chief Officer- County Treasury

Kioko Kiilu4 Chief Officer-Health and Sanitation

Dr. Christopher Vita5 Medical Superintendent

CPA Winnie Mue6 Head of Finance

7

8

9

(Note: The Med sup and the Entity Secretary will feature both under the 'Board' and

'Managemenl'.)

vll

Ref Management

10.



Ikanga Sub County Hospita
Revised Annual Report and

I (Kitui County Governme
Financial Statements for flr" rro, Ended 3dh June 2022

IV. Chairman'sStatement

Ikanga Sub County Hospital has continued to operate fairly well during the financial year ended 30th June

2022. Moreover, the Country is yet to heal from the Covid-I9 effects and so is Ikanga Sub County

Hospital.

Some ofthe challenges faced during the year included:

o Inadequate funding from the County Govemment of Kitui;

o Late disbursement of funds to the hospital by the County Government of Kitui;

r Inadequate Staff both medical and administrative/Operational;

o Huge unpaid claims from NHIF;

r Inadequate medical supplies thus reducing patients' workload due to reduced trust from the

Hospital side; among others

In the future, the Hospital proposes to:

. Request for additional funding from the County Govemment of Kitui so as to be able to meet

debts as and when they fall due;

. Request timely disbursement of funds from the County Govemment of Kitui;

. Request for additional staff from the County Govemment of Kitui for an optimal staff

establishment;

r Conduct follow ups with NHIF to have claims settled in time; and

. Request for optimal medical supplies from the county Govemment of Kitui;

In conclusion, despite the challenges faced by Ikanga Sub County Hospital the Board of Management is

optimistic that the hospital will stand the test of time in its quest to provide quality medical services.

r r\-\- ?:\-
Si gned: ......... [..........!...

Dickson Kimuli

Chairman, Board of Management

vlll
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Report of The Chief Executive Officer

Ikanga Sub County Hospital has continued to operate fairly well during the financial year ended 30th June

2022. Moreover, the Country is yet to heal from the Covid-l9 effects and so is Ikanga Sub County

Hospital.

During the year ended 30th June2022 the disbursements made to Ikanga Sub County Hospital were Ksh'

5,306,087.45 against the budgeted Ksh. 6,000,000 leading to a negative variance of Ksh. 693,912.55'

Some of the challenges faced during the year included:

o Inadequate funding from the County Government of Kitui;

e Latedisbursement of funds to the hospital by the County Government of Kitui;

o Inadequate Staff both medical and administrative/Operational;

. Huge unpaid claims from NHIF;

r lnadequate medical supplies thus reducing patients' workload due to reduced trust from the

Hospital side; among others

ln the future, the Hospital proposes to:

. Request for additional funding from the County Government of Kitui so as to be able to meet

debts as and when theY fall due;

o Request for timely funding by the County Government of Kitui;

. Request for additional staff from the County Government of Kitui for an optimal staff

establishment;

o Conduct follow ups with NHIF to have claims settled in time; and

. Request for optimal medical supplies from the County Government of Kitui;

In conclusion, with the right equipment, supplies and motivated staff, Ikanga Sub County Hospital will

continue to soar higher.

>),
Signed: (!..
Dr. Christopher Vita

Medical Superintendent

lx
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VI. Statement Of Performance Against Predetermined Objectives

Section 164 Subsection 2 (f) of the Public Finance Management Acl,2012 requires the accounting officer

to include in the financial statement, a statement of the County Government entity's performance against

predetermined objectives.

Ikanga Sub County Hospital falls under the Ministry of Health and Sanitation of the County Government

of Kitui which has several strategic pillars which are broadly summarised in the diagram below:
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r---. CorporateGovernanceStatement

The current Board of Management for Ikanga Sub County Hospital were gazetted on 25th June 2021 as

per Kenya Gazette Notice Number 6317.

The functions of the board of management include:
a. Supervise and control the administration of funds allocated to the hospital;

b. Through minutes, request the cECM to open and operate a bank account;

c. Prepare work plans based on estimated expenditure and drug stock levels and usage;

d. Cause to be kept basic books ofaccounts;
e. Cause to be kept records ofaccounts for income and expenditure and assets and liabilities;

f. Cause to be kept permanent record of all its deliberations;

g. Provide oversight to the hospital; among others

A member shall be added or removed according to the existing regulations on establishment of board s of
management.
Remuneration of the board members is as advised by SRC.

Generally, the hospital operates as per the set Terms of Reference conceming the number of Board

meetings held and the attindance to those meetings by members, succession plan, existence of a Board

charte; process of appointment and removal of Board members, roles and functions of the Board,

induction, and training, Board and member performance, conflict of interest, board remuneration, ethics,

and conduct as well as govemance audit

xl
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VIII. Management Discussion and Analysis

During the Financial Year2021122 the amount disbursed to Ikanga Sub County Hospital amounted to

Kshs. 5,306,087.45 against the targeted Kshs. 6,000,000. This amount was utilized as per the agreed

budget in running the day to day operations of the hospital. The hospital plans to discuss with the

management at County level on the possibility of increasing funding so as to meet its expenses as and

when they fall due and also avoid accumulation of pending bills.

Revenue collected from provision of medical services amounted to Kshs 4,178,808. This amount was

however transferred to The Kitui Count Revenue Account as per the existing standing orders. The unpaid

claims by NHIF amounted to Kshs. 984,558.

.\
*

Sisned: ....r'.\..................
" t 

--/

Dr. Christopher Vita

Medical Superintendent

xii
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. Environmental And Sustainability Reporting
r wo-to-three pages)

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

client/Citizen first, delivering health services, and improving operational excellence. Below is an outline

of the organisation's policies and activities that promote sustainability.

i) Sustoinability strotegy and prolile

The hospital has planted trees around the fence to improve environmental sustainability of the

region

ii) Environmental pe rfo rmance

The area around the hospital receives fair amount ofrainfoll.

iii) Employee welfare

The hospital operates as per the sel Human Resource Policies both at Counly and International

levels.

iv) Market place practices-

The fottowing can be stated in relation to lkanga Sub County Hospital:

a) Responsible competition practice.

The organization exists to provide medical services for no profit'

b) Responsible Supply chain and supplier relations

Explain how the organisation maintains good business practices, and treats its own

suppliers responsibly by honouring contracts and respecting payment Practices.

c) Responsible markeling and advertisement

No advertisements are done but the hospital mainlains good customer care services

d) Product stewardshiP

Outline efforts to safeguard consumer rights and interests.

v) Corporate Social Responsibility / Community Engagements

The hospital has reduced its CS.i? activities due to continued Covid-19 effects

xlll
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X. Report of The Board of Management

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

ended June 30,2022, which show the state of the hospital s affairs.

Principal activities

The principal activities of the entity are to provide medical services

Results

The results ofthe entity for the year ended June 30 are set out on pages I to 7

Board Of Management

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

The Auditor General is responsible for the statutory audit of the entity in accordance with Article 229 of
the Constitution of Kenya and the Public Audit Act 20 I 5.

By Order of the Board

'\
\-{,,/"

Dr. ChriVopher Vita
Secretary ofthe Board

xlv
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Statement of Board of Management's Responsibilities

Section 164 of the public Finance Management Act, 2012 (entities should quote the applicable

legislation under which-iily orc regu.latedl) r"quir"t ti," 9oa1d 
oftlanagement to prepare financial

statements in respect of that entity, which giue a ir,re and fair view of the state of affairs of the entity at

the end of the financial year/period and the operating results of the entity for that yearlperiod' The Board

of Management is also required to ensure that the ,itity k""p, proper accounting records which disclose

with reasonabt" u."r.u"ylh" irr'-clat position if tie"entity' The council members are also responsible

for safeguarding the assets of the enllfy'

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

statements, which give u t u, *a iair view of the sttoof affairs of ihe entity for and as at the end of the

financial year (period) ended on June 30, 2022' This responsibility includes: (i) maintaining adequate

financial management arrangements and ensuring that these 
".oltil)t. 

to be effective throughout the

reporting period, (ii) maintaining proper accountinlg records., which disclose with reasonable accuracy at

any time the financial position of the-.^nlity, fiiij designing, implementing and maintaining internal

controls relevant to the piefaration and fai. f."s"ntution"of t-he financial statements' and ensuring that

they are free from material misstatements, *h"fi;;;;. to error or fraud, (iv) safeguarding the assets of

the entity; (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 entity's financial statements' which have been

prepared using appropii.i" "."*rting' 
policies'sufpott"a by reasonable and prudent judgements and

estimates, in conformity with Intemational Public'sector Accounting Standards (IPSAS)' and in the

manner required Uy ttre tfVt Act,2012. The Board members are of the opinion thal th.e 
.entity 

's financial

statements give a true and fair view of the slate of entity's transactions during the financial year ended June

30,2L22,,and of lhe entity's financial position as at that date. The Board members further confirm the

completeness of 11,. ac"ointing records *alntairr"J for the entity,which have been relied upon in the

preparation of the entity'sfinaniial statements * *"ff as the adequacy of the systems of intemal financial

control.

Nothing has come to the attention of the Board of management to indicate that the entity will not remain a

going."on."* for at least the next twelve months from the date of this statement'

Approval of the linancial statements

financia! qtatements were approved by the Board o

.\,!-, (_--.'

n
The Hospital's
behalfby I .,............

Name: Dr. Christopher Vita
Accounting Officer

xv

and signed on its

Name: Dickson Kimuli
Chairperson
Board of Management
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REPORT OF THE AUDITOR.GENERAL ON IKANGA LEVEL 4 HOSPITAL FOR THE
YEAR ENDED 30 JUNE, 2022. COUNTY GOVERNMENT OF KITUI

PREAMBLE

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

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

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

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Managemenl Act, 2012 and the Public Audit Act, 201 5. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financialstatements of lkanga Level4 Hospital- County
Government of Kitui set out on pages 1 to 51, which comprise of the statement of financial

Report of the Auditor-General on lkanga Level 4 Hospital for the year ended 30 June, 2022 - County Governmenl
Kitui

of

i,
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position as at 30 June,2022 and the statement of financial performance, the statement
of changes in net assets, the 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, 2OlS. I

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

ln my opinion, except for the effect of the matters described in the Basis for Oualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the lkanga Level 4 Hospital - County Government of
Kitui as at 30 June, 2022, and of its financial performance and its cash flows for the year
then ended, in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and comply with the County Governments Act, 2012 and the Public
Finance Management Acl, 2012.

Basis for Qualified Opinion

1. lnaccuracies in the Financial Statements

The statement of financial position reflects total net assets and liabilities of Kshs.g88,481
which has not been supported, resulting to an unbalanced statement of financial position.

Further, the statement of cash flows reflects an increase in net cash flows of Nil balance
and opening cash and cash equivalents of Kshs.80,885. Therefore, the basis of the
closing balance of Kshs.3,923 is not disclosed.

ln the circumstances, the accuracy of the financial statements could not be confirmed.

2. Non-Disclosure of Property, Plant and Equipment

The statement of financial position and as disclosed in Note 31 to the financial statements
reflects property, plant and equipment Nil balance. However, review of records provided
for audit and physical verification indicated that the Hospital had items of plant, property
and equipment, freehold land, buildings, motor vehicle that were not valued.

Further, land on which the Hospital is built did not have ownership documents and
Management did provide an updated asset register.

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

3. Unsupported Revenue from Exchange Transactions

The statement of financial performance and as disclosed in Note 11 to the financial
statements reflects revenue from exchange transaction - rendering of services medical
services of Kshs.4,178,808. However, Management did not provide supporting
documents for the revenue collected, for audit verification, as they were maintaiired by
the County Government of Kitui.

Report of the Auditor-Ceneral on lka
Kitui

nga Level 4 Hospital for the year ended 30 June, 2022 - County Government of

o
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ln the circumstances, the accuracy of exchange transaction - rendering of services
medical services amount of Kshs.4,178,808 could not be confirmed.

4. Undisclosed !nventories

The statement of financial position and as disclosed in Note 30 to the financialstatements
reflects inventories with a Nil closing balance. However, physical verification on stores
records (bin cards) revealed that some of these items had closing balances whose values
could not be determined. lt was further noted that the Hospital does not maintain the
stores ledger and stock take was not carried out at the end of financial year. Further,
expired drugs with undetermined value at the facility could not be confirmed as they were
not valued.

ln the circumstances, the accuracy of inventories with a Nil balance could not be
confirmed.

5. Unsupported Employee Costs

The statement of financial performance and as disclosed in Note 16 to the financial
statements reflects employee costs of Kshs.1,597,050. However, payroll data for staff
working in the facility was not provided for audit.

ln the circumstances, the accuracy of employee costs of Kshs.1,597,050 could not be
confirmed.

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

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Report of the Auditor-General on lkanga Level 4 Hospital for the year ended 30 June, 2022 - County Covernment of
Kitui
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Basis for Conclusion

Non-Gompliance with Requirements in Universal Health Care

Review of the records in the facility and analysis of healthcare staffing, interviews and
physical verifications of medical equipment's available at the facility revealed that the
facility has 43 health workers against the required 216 as per Kenya Quality Model for
Health and the facility does not offer all services that are required to be offered by a level
4 hospital.

ln the circumstances, effectiveness of service delivery to the public could not be
confirmed.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Lack of Risk Management Policy

During the year under review, the Hospitaldid not have a risk management policy. This
was contrary to the provisions of Regulation 158(1) of the Public Finance Management
(County Governments) Regulations, 2015 which states that the Accounting Officer shall
ensure that (a) the county government entity develops risk management strategies, which
include fraud prevention mechanism; and (b) the county government entity develops a
system of risk management and internal control that builds robust business operations.

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

2. Lack of lnterna! Audit Function and Committee

During the year under review, it was noted that the facility did not have an internal audit
function to perform risk assessment processes and evaluation of operational
effectiveness through reviews of the internal controls. Therefore, risks may not have been

Report of the Auditor-General
Kitui

on lkanga Level 4 Hospital for the year ended 30 June, 2022 - County Government of
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identified, prevented and mitigated for continuity of operational effectiveness. ln addition,
there was no internal audit committee in place.

ln the circumstances, the effectiveness of the governance structure could not be
confirmed.

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

Responsibilities of Management and the Board of Management

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal control 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 internal controls, risk management and overall governance.

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

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

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

The Board of Management is responsible for overseeing the Hospital's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Aud it

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

Report of the Auditor-General on lkanga Level 4 Hospitalfor the year ended j0 June, 2022 - County Government of
Kitui
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of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance wrth
Article 229 (7) of the Constitution. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with lSSAls will always
detect a material misstatement and weakness when it exists. Misstatements can ariie
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-takLn on the
basis of these financial statements.

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

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

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

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

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

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

Report of the Auditor-General on Ikang
Kitui

a Level 4 Hospital for the year ended 30 June, 2022 - County Government of
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a Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Hospital's
ability to continue to sustain its services. lf I conclude that a material uncertainty
exists, I am required to draw attention in the auditor's report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to modify my
opinion. My conclusions are based on the audit evidence obtained up to the date of
my audit report. However, future events or conditions may cause the Hospital to cease
to continue to sustain its services.

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

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

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

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

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

CPA u BS

Nairobi

22 September,2023

Report of the Auditor-General on lkanga Level 4 Hospital for the year ended 30 June, 2022 - County Government of
Kitui
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Ikanga Hospital (Kitui
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County Government)
and Financial Statements for The Year Ended 3dh June 2022

XIII. Statement of Financial Performance for The Year Ended 30 June 2022

Revenue from non-exchange transactions

6Transfers from the County Government

7In- kind contributions from the County Government

8Grants from donors and development partners

5,306,087.459Transfers from other Government entities

l0Public contributions and donations

5,306,087.45

4,l 78,808llRendering of services- Medical Service Income

t2Revenue from rent of facilities

l3Finance /lnterest Income

l4Other income (specfy)
4,178,808Revenue from exchange transactions

9,484,895.45

Expenses

l5 2,062,739Medical/Clinical costs

t6 I,597,050Employee costs

t7Board of Management Expenses

18Depreciation and amortization expense

422,57919Repairs and maintenance

20Grants and subsidies

2t 1,300,682General expenses

22Finance costs

4,1 78,808Transfer to Kitui County Revenue Account

9,561,958Total expenses

Other gains/(losses)

23Gain on disposal of non-Current assets

1

202U22 2020t21

,-1i,.

Description
ii .lr,

Revenue from exchange transactions

Total revenue
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24

Medical services contracts Gains/Losses

Impairment loss 26 (-)

Gain on foreign exchange transactions

Total other gains(losses)

Net Surplus for the year (76,962.55)

Attributable to:

Surplus/(delcil) attributable to minority interest (-)

Changes in bank balances (76,962.55)

(The notes set out on pages l0 to 50form an integral part of the Annual Financial Statements.)

<s[sl,r. andThe Hospital's financial statements were approved by the Board on

signed on its behalfby:

Dickson Kimuli
Chairman

Board of Management

CPA Winnie Mue
Head of Finance
ICPAK No: 28941

Dr. Christopher Vita
Medical Superintendent

2

Unrealized gain on fair value of investments

25

Surplus attributable to owners of the controlling entity

[, "\) Ar-.........i..........(,............. .......{._r./...'..
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and Financial Statements for The Year Ended 3dh June 2022

XIV. Statement of Financial Position as of 30th June2022

Assets

Current assets

27Cash and cash equivalents

28 984,558Receivables from exchange transactions-NHlF Claims

29Receivables from non-exchange transactions

30Inventories

Total Current Assets

Non-current assets

3lProperty, plant, and equipment

)ZIntangible assets

33Investment property

Total Non-current Assets

988,481.15Total assets

Liabilities

Current liabilities
34Trade and other payables

35Refundable deposits from customers/Patients

36Provisions

JIFinance lease obligation

38Current portion of deferred income

39

Total Current Liabilities

Non-current liabilities
36Provisions

37Non-Current Finance lease obligation

38Non-Current portion of deferred income

39Non - Cunent portion of borrowings

40Service concession liability

Total Non-current liabilities

3

adtitilN
li ;,r

3,923.15

988,481.15

Current portion of borrowings
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Total Liabilities

988,481.15Net assets

Revaluation reserve

Accumulated surplus/Defi cit

Capital Fund

988,481.15Total Net Assets and Liabilities

(The notes set out on pages 10 to 50 form an integral part of the Annual Financial Statements.)

The revenue collected by lkanga Hospital was transferred to the Kitui County Revenue

Collection Account (KCB Account No. I 140752855) as per the bank standing orders

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

signed on its behalfby:
,e"t+*' and

Dickson Kimuli
Chairman

Board of Management

CPA Winnie Mue
Head of Finance
ICPAK No: 28941

Dr. Christopher Vita
Medical Superintendent

4

2021t22 202012tI

KshsKshs

Notes

I
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and Finonciol Statements for The Year Endetl 3dh June 2022

xv. Statement of changes in Net Asset for The Year Ended 30 June 2022

(Note:
l. For items that are not common in the financial statements, the entity should include a note on

what they relate to - either on the face of the statement of changes in equily/net assets or
among lhe notes to the financial stalements.

2. Prior year adjustments should have an elaborate note describing what the amounts relate to.

In such instances, a restatement of the opening balances needs to be done.)

(The notes set out on pages x to xx form an integral part of the Annual Financial Statements .)

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

signed on its behalfby:
abht and

i...........
Dickson xi-Iti

'l -

9.... d
Chairman

Board of Management

CPA Winnie Mue
Head of Finance
ICPAK No: 28941

Dr. Christopher Vita
Medical Superintendent

5

100,013.70As at July 1,2020

Revaluation gain

(19,128)(19,128)

Capital/Development grants
80,8 7080,88 70-AAs at June 30,2021

rt
80,88 707080,8At July l,2021

Revaluation gain
(79,962.55)(79,962.55)Surplus/(deficit) for the year

CapitaUDevelopment grants

3,923.153,923.15At June 30,2022

I

';. ,l|tri,,'i:l

100,013.70

Surplud(deficitl for the year

A*
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XVL Statement of Cash Flows for The Year Ended 30 June 2022

Cash flows from operating activities

Receipts

Transfers from the County Govemment

Grants from donors and development partners

5,306,087.4sTransfers from other Government entities

Public contributions and donations
4,1 78,808Rendering of services- Medical Service Income

Revenue from rent of facilities

Finance / interest income

Other receipts(spe c fy)
9,484,895.45Total Receipts

Payments
2,062,739Medical/Clinical costs
1,597,050Employee costs

Board of Management Expenses
422,579Repairs and maintenance

Grants and subsidies
1,300,682General expenses

Finance costs
4,1 78,808Transfer to Kitui County Revenue Account

Refunds paid out
9,561,858Total Payments

4lNet cash flows from operating activities

Cash flows from investing activities
(,Purchase of property, p lant, equipment, & intangible assets

Proceeds from the sale ofproperty, plant, and equipment

(-)(-)Acquisition of investments
(-)(-)Net cash flows used in investing activities

Cash flows from financing activities

Proceeds from borrowings

6

2020t21

KslrsNote

2021122

Kshs

C)

I

I

--t

I

I

Ht-



Ikanga Hospital (Kitui County Government)

Revised Annual Report and Finonciol Statements for The Year Ended 3dh June 2022

C)C)Repayment of borrowings

Capital grants received
(,C)Net cash flows used in financing activities
G)Net increase/(decrease) in cash and cash equivalents

80,885.7027Cash and cash equivalents at I JulY

27Cash and cash equivalents at 30 July

(IPSAS 2 allows an entily to present the cash Jlow statement using the direct or indirect method

but encourages the direct mithod, PSASB also recommends the use of direct method of cashflow

preparation).

The notes set out on pages l0 to 50 form an integral part ofthe Annual Financial Statements.

The Hospital,s financial statements *"." upp.ou.i by the eoard on pstsjrrl- and

signed on its behalfby

s &
Dicks Kimuli
Chairman

Board of Management

CPA Winnie Mue
Head of Finance
ICPAK No: 28941

Dr. Christopher Vita
Medical Superintendent

7
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xvlI. Statement Of Comparison of Budget and Actual Amounts For The Year Ended 30
June2022

6-(a+b)a b d e-(
c-
d)

f=d/c

Kshs Kshs Kshs Ks
hs

Revenue
5,306,08

7.45
5,306,087

.45
6,000,00

0

100Transfers from the County
Govemment
Grants from donors and
development partners
Transfers from other
Govemment entities
Public contributions and
donations
Rendering of services- Medical
Service Income
Revenue from rent of facilities
Finance / interest income

Other receipts (s pe c rfy)
5,306,08

7.45
5,306,087

.45
Total income 6,000,00

0

100

Expenses
2,245,46

9.12
2,062,73

9
2,062,739 100Medical/Clinical costs

1,s89,19
8

l,597,050 100I,805,90
6.9r

Employee costs

Remuneration of directors
420,501 422,579477,842

48
100Repairs and maintenance

Grants and subsidies
1,470,78

0.89
1,294,28

7

l,300,682 100General expenses

8

Adjustm
,ir i ,.

Final
hudgct

Original Actual on
.compara

ble basis

Pcr
foi
m:l
nce
diff
ere
nce

uh of.

utilis
ation

Kshs
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Finance costs

Refunds
Surplus for the period (76,962.5

s)

Total expenditure 6,000,00
0

5,383,05
0

5,306,087
.45

(Budget notes
i . Pr6vide an explanation of differences between actual and budgeled amounts (l 0o% over/

under) IPSAS 24.14
2. Provide an explanation of changes between the original andfinal budget indicatingwhether

the difference is due to reallocations or other causes. (IPSAS 24.29)

3. Wiere the total of actual on comparable basis does not tie to the statement ofJinancial
performance totals due to differences in accounting basis ftudget is cash basis, statement of
financial performance is accrual) provide a reconciliation.)

During the year ended 30th June 2022 the disbursements made to lkonga Hospital amounted to

Xsn. i,SOO,OA7.45 against the budgeted Ksh. 6,000,000 leading to a negative variance ofKsh.

693,912.55

The notes set out on pages 10 to 50 form an integral part ofthe Ann

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

signed on its behalfby:

W e

Dickson Ki
Chairman

muli

Board of Management

CPA Winnie Mue
Head of Finance
ICPAK No: 28941

ual Financial Statements
a36l,r-

Dr. Christopher Vita
Medical Superintendent

and

9
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XVIII. Notes To the Financial Statements

l. General Information

Ikanga Hospital entity is established by and derives its authority and accountability from xxx Act.

The entity is wholly owned by the Covernment of Kenya and is domiciled in Kenya. The entity's

principal activity is provision of medical services.

2. Statement Of Compliance And Basis Of Preparation

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

at re-valued amounts of 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 entity'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 entity.

The financial statements have been prepared in accordance with the PFM Act, and (include any

other applicable legislation), 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 I'r January 2022 owing to Covid 19. This

was done to provide entities with time to effectively apply the standards. The deferral was set for I't

January2023.

l0
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Notes to lhe Financial Slalemenls (Continued)

i. New anrt amended standards and interpretations in issue but not yet effective in the year ended

30 June 2022.

Applicable: I't January 2023:

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

financial assets and liabilities that will present relevant and useful information to

users of financial statements for their assessment of the amounts, timing and

uncertainty ofan Entity's future cash flows.

IPSAS 4l provides users of financial statements with more useful information than

IPSAS 29, by:

. Applying a single classification and measurement model for financial assets

that considers the characteristics of the asset's cash flows and the objective

for which the asset is held;

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

applicable to all financial instruments subject to impairment testing; and

. Applying an improved hedge accounting model that broadens the hedging

arrangements in scope of the guidance. The model develops a strong link

between an Entity's risk management strategies and the accounting treatment

for instruments held as part of the risk management strategy'

(State the impact of the stondard to the Enlity if relevant)

IPSAS 41:

Financial

Instruments

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

and comparability of the information that a reporting Entity provides in its financial

statements about social benefits. The information provided should help users of the

financial statements and general-purpose financial reports assess:

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

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

Applicable: I January 2023IPSAS 42:

Social Benefits

il

Siandard Effective tlatc and inipact:
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(c) The impact of such social benefits provided on the Entity's financial performance,

financial position and cash flows.

(State the impact of lhe slandard to the Entity d relevant)

Amendments to

Other IPSAS

resulting from

IPSAS 4I,

Financial

Instruments

Other

improvements to

IPSAS

Applicable I't January 2023

o IPSAS 22 Disclosure of Financial Inforntation about the General Government

Sector.

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

c IPSAS 39: Employee Bene/its

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

IPSAS.

r IPSAS 29: Financial instruments: Recognition and Measurement

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

IPSAS 4l which is applicable from I't lanuary 2023.

Slate the impact of the standard to the Enlily if relevant

IPSAS 43 Applicable January 2025

t2

Applicable: lst January 2023:

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

borrowing costs which were inadvertently omitted when IPSAS 4l was

issued.

b) Amendments to IPSAS 30, regarding illustrative examples on hedging and

credit risk which were inadvertently omitted when IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for accounting for

financial guarantee contracts which were inadvertently omitted when IPSAS

4l was issued.

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

instruments on initial adoption of accrual basis IPSAS which were inadvertently

omitted when IPSAS 4l was issued.

(State the impacl of the standard to lhe Entity d relevant)

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

and disclosure of leases. The objective is to ensure that lessees and lessors provide

relevant information in a manner that faithfully represents those transactions. This

information gives a basis for users of financial statements to assess the effect that
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leases have on the financial position, financial performance an

Entity.

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

right of use assets and lease liabilities.

State the impact of lhe standard to the Entily iJ rclevant

d cashflows of an

Applicable li January 2025

The Standard requires,

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

tower ofcarrying amount and fair value less costs to sell and the depreciation od 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'

State the impad of the standard to lhe Enlily if relevant

IPSAS 44: Non-

Current Assets

Held for Sale

and

Discontinued

Operations

u Early adoption of standards

The entity did not early - adopt any new or amended standards in the year xx/xx

4. Summary Of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other Government entities

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

and recognized on obtaining control ofthe asset (caslr, goods, services, and property) if the transfer is

free from conditions and it is probable that the economic benefits or service potential related to the

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

l3
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Noles to the Financial Statemenls (Conlinued)

Revenue from exchange transactions

Rendering of services

The entity recognizes revenue from rendering of services by reference to the stage of completion when

the outcome of the transaction can be estimated reliably. The stage of completion is measured by

reference to labour hours incurred to date as a percentage of total estimated labour hours. Where the

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

incurred are recoverable.

Sale of goods

Revenue from the sale ofgoods is recognized when the significant risks and rewards 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 the entity.

Interest income

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

future cash receipts through the expected life of the financial asset to that asset's net carrying amount.

The method applies this yield to the principal outstanding to determine interest incotne for each period.

Dividends

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

receive payments is established.

Rental income

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

basis over the lease terms and included in revenue'

l4
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Notes to lhe Financial Statemenls (Continued)

b) Budget information
The original budget for FY xxx was approved by Board on xrxr Subsequent revisions or additional

appropriations were made to the approved budget in accordance with specific approvals from the

appropriate authorities. The additional appropriations are added to the original budget by the entity upon

receiving the respective approvals in order to conclude the final budget. Accordingly, the entity recorded

additional appropriations of xrrx on the FY xxx budget following the Board's approval. The entity's

budget is prepared on a different basis to the actual income and expenditure disclosed in the financial

statements. The financial statements are prepared on accrual basis using a classification based on the

nature of expenses in the statement of financial performance, whereas the budget is prepared on a cash

basis. The amounts in the financial statements were recast from the accrual basis to the cash basis and

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

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

then presented in the statement of comparison of budget and actual amounts. In addition to the Basis

difference, adjustments to amounts in the financial statements are also made for differences in the formats

and classification schemes adopted for the presentation of the financial statements and the approved

budget. A statement to reconcile the actual amounts on a comparable basis included in the statement of

comparison of budget and actual amounts and the actuals as per the statement of financial performance

has been presented under section xvi ofthese financial statements.

l5
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Notes to the Financial Stalements (Conlinued)

c) Taxes

Sales tax/ Value Added Tax

Expenses 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 recognized as part of the cost of acquisition of

the asset or as part ofthe expense item, as applicable.

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

of sales tax recoverable from, or payable to, the taxation authority is included as part of

receivables or payables in the statement of financial position'

d) Investment proPertY

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

includes the replacement cost of components of an existing investment property at the time that cost is

incurred if the recognition criteria are met and excludes the costs of day{o-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 ofxxx 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 and the carrying amount ofthe 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.

e) Property, plant and equiPment

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

Cost includes expenditure that is directly attributable to the acqu isition of the items. When significant

parts of property, plant and equipment are required to be replaced at intervals, the entity recognizes such

parts

as individual assets with specific useful lives and depreciates them accordingly. Likewise, when a major

inspection is performed, its cost is recognized in the carrying amount of the plant and equipment as a

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.

Financial Stale

l6
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Notes to lhe Financial Stotements (Continued)

f) Leases

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

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

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

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

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

recognition.

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

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

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

An asset held under a finance lease is depreciated over the useful life of the asset. However, if there is no

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

asset is depreciated over the shorter of the estimated useful life of the asset and the lease term.

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

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

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

g) Intangible assets

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

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

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

impairment losses. Internally generated intangible assets, excluding capitalized development costs, are

not capitalized and expenditure is reflected in surplus or deficit in the period in which the expenditure is

incurred. The useful life ofthe intangible assets is assessed as either finite or indefinite

t7
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Noles to the Financial Statemenls (Continued)

h) Research and development costs

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

recognized as intangible assets when the Entity can demonstrate:

)The technical feasibility of completing the asset so that the asset will be available for use or sale

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

)The asset will generate future economic benefits or service potential

) The availability of resources to complete the asset

)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.

I (Kilui County Government)
Financial Slalements for The Year Endett 3dh June 2022

t8

I

i) Financialinstruments

Financial assets

Initial recognition and measurement

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

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

maturity investments

or available-for-sale financial assets, as appropriate. The Entity 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 impairrnent. 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. Losses arising from impairment are recognized in the surplus

or deficit.



Ikanga Sub County Hospita
Revised Annual Reporl and

I (Kitui County Governme
Financial Stalements fo r l)n" v"o, rna"d 3dh June 2022

Notes to the Financial Stalemenls (Continued)

Held-to-matu rity

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

as held to maturity when the Entity has the positive

intention and ability to hold it to maturity. After initial measurement, held-to-maturity investments are

measured at amortized cost using the effective interest method, tess impairment. Amortized cost is

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

integral part of the effective interest rate. The losses arising from impairment are recognized in surplus

or deficit.

Impairment of financial assets

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

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

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

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

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

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

Initial recognition and measurement

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

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

classification of its financial liabilities at initiat recognition.

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

plus directly attributable transaction costs.

t9

) The debtors or an entity of debtors are experiencing significant financial difficulty

) Default or delinquency in interest or principal payments

) The probability that debtors will enter bankruptcy or other financial reorganization

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

arrears or economic conditions that correlate with defaults)

Financial liabilities
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Notes to lhe Financial Stalemenls (Continued)

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 ofthe effective interest rate.

i) Inventories

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

non-exchange transactions (for no cost or for a nominal cost), the cost 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:

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

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

manufacturing overheads based on the normal operating capacity, but excluding borrowing costs

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

However, to the extent that a class 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 recognized as an expense when deployed for utilization or consumption in the ordinary

course of operations ofthe Entity.

j) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a result ofa

past event, it is probable that an outflow of resources embodying economic benefits or service potential

will be required to settle the obligation and a reliable estimate can be made of the amount of the

obligation.

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

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

nt)
The Year Entted 3dh June 2022

certain
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Notes lo lhe Financial Stalements (Continued)

The expense relating to any provision is presented in the statement offinancial performance net ofany

reimbursement.

Contingent liabilities

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

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

benefits or service potential is remote.

Contingent assets

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

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

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

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

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

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

financial statements of the period in which the change occurs.

k) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements. (Entity to stale lhe

reserves ntaintained and appropriate policies adopled.)

l) Changes in accounting policies and estimates

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

in accounting policy are applied prospectively ifretrospective application is impractical.

m) Employee benefits

Retirement benefit plans

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

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

fund), and will have no legal or constructive obligation to pay further contributions if the fund does not

hold sufficient assets to pay all employee benefits relating to employee service in the

current and prior periods. The contributions to fund obligations for the payment of retirement benefits

are charged against income in the year in which they become payable. Defined benefit plans are post-

employment benefit plans other than defined-contribution plans. The defined benefit funds are

actuarially valued tri-annually on the projected unit credit method basis. Deficits identified are recovered

through lump-sum payments or increased future contributions on a proportional basis to all participating

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

I (Kitui County Governme
Financial Statemenls fo r l/r" vro, noard 3dh June 2022
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The Entity analyses all aspects of service concession arrangements that it enters into in determining the

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

contributes an asset to the arrangement, the Entity recognizes that asset when, and only when, it controls

or regulates the services. The operator must provide together with the asset, to whom it must provide

them, and at what price. In the case of assets other than 'whole-of-life' assets, it controls, through

ownership, beneficial entitlement or otherwise - any significant residual interest in the asset at the end

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

has been recognized, the Entity also recognizes a corresponding liability, adjusted by a cash

consideration paid or received.

22

Noles to the Finoncial Slatemenls (Continued)

n) Foreign currency transactions

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

the transaction. Trade creditors or debtors denominated in foreign currency are reported at the statement

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.

o) Borrowing costs

Borrowing costs are capitalized against qualifring assets as part of property, plant and equipment.Such

borrowing costs are capitalized over the period during which the asset is being acquired or constructed

and borrowings have been incurred. Capitalization ceases when construction of the asset is complete.

Further borrowing costs are charged to the statement of financial performance.

p) Related parties

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

jointly, or to exercise significant influence over the Entity, or vice versa. Members of key management

are regarded as related parties and comprise the directors, the CEO/principal and senior managers.

q) Service concession arrangements
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Notes to the Financial Statemenls (Continued)

r) Cash and cash equivalents

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

highly Iiquid investments with an original maturity of three months or less, which are readily convertible

to known amounts of cash and are subject to insignificant risk of changes in value. Bank account

balances include amounts held at the Central Bank of Kenya and at various commercial banks at the end

of the financial year. For the purposes of these financial statements, cash and cash equivalents also

include short term cash imprests and advances to authorised public officers and/or institutions which

were not surrendered or accounted for at the end ofthe financial year.

s) Comparative figures

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

to conform to the required changes in presentation.

0 Subsequent events

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

statements for the year ended June 30,2022.

5. Significant Judgments and Sources of Estimation Uncertainty

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

make judgments, estimates and assumptions that affect the reported amounts of revenues, expenses,

assets and liabilities, and the disclosure of contingent liabilities, at the end of the reporting period.

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

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

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the

reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of

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

assumptions and estimates on parameters available when the consolidated financial statements were

prepared. However, existing circumstances and assumptions about future developments may change due

to market changes or circumstances arising beyond the control ofthe Entity. Such changes are reflected

in the assumptions when they occur.( IPSAS I . 140)

23
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Notes lo the Financial Slalemenls (Continued)

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:

processes.

Provisions

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

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

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

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

(Include provisions applicable for your organisation e.g provision for bad debts, provi.sions of obsolete

stoclrs and how management estimates these provisions).

24
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6. Transfers From The County Government

Unconditional grants

Operational grant

Level 5 grants

Other grants

Conditional grants

User fee forgone

Transforming health services for Universal care project (THUCP)

DANIDA
Wards Development grant

Paediatric block grant

Administration block grant

Laboratory grant

Total government grants and subsidies

25

.'t , i



Ikanga Sub County Hospilal (Kit
Revised Annuol Report and Fino
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3,357,t675,306,087.4s5,306,087.4s
Kitui County
Government

5,306,087.45 3,357,161
Total

Noles lo the Financial Slatemenls (Continued)

6 Transfers from The County Government

(Ensure that the amount recorded above as having been received from the County fully reconciles to the

amount recorded by the amount recorded as transferred by the County. An aclmowledgemenl

note/receipt should be raised in favour of the sending County Government. The details of the

reconciliation have been included under appendix iv).

7. In Kind Contributions from The County Government

(These include payments made directly by the County Governments for staff salaries and medical

drugs. These should be recorded both as income and expense for completeness offinancial statements)

8. Grants From Donors and Development Partners

Salaries and wages

Pharmaceutical and Non-Pharmaceutical Supplies

Medical supp lies-Drawings Rights (KEMSA)

utility bills

Total grants in kind

Cancer Centre grant- DANIDA

World Bank grants

Paediatric ward grant- JICA

Research grants

Other grants (specifl)

Total grants from development partners

(Provide brief explanationfor this revenue)

26
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Notes to the Financial Slatements (Continued)

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

9, Transfers From Other Government Entities

10. Public Contributions and Donations

(Provide brief explanalion for this revenue)

Donor e.g., DANIDA

JICA

World Bank

Total

Transfer from National Government (Ministry of Health)

Transfer from xxx National Hospital

Transfer from xxx Institute

Total Transfers

Public donations

Donations from local leadershiP

Donations from religious institutions

Donations from other international organisations and individuals

Other donation s(s pe c ify)

Donations in kind-amortised

Total donations and sponsorshiPs
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nt)
The Year Ended 3dh June 2022

Balance unspent at beginning ofyear
Current year receipts

Amortised and transferred to revenue

Conditions to be met - remain liabilities

Noles to lhe Financial Statemenls (Continued)

l0 (a)Reconciliations of amortised grants

I l. Rendering of Services-Medical Service Income

(other medical services fee relates to other charges not listed above)

{

743,663

1,7 40,153Health Insurance CoverKitui Coun
872,8s9NIIIF General
41s,996NHIF-Linda Mama
t45,256Waivers
260,881Exemptions

Accident and Emer nc

Anesthesia Service

Ear Nose and Throat service

Nutrition service

Cancer centre service

Dental services

roductive healthR

Paediatrics services

Farewell home services

Other medical services income
4,178,808Total revenue from the rendering of services
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Ntrtes to lhe Financial Statemenls (Continued)

12. Revcnue From Rent of Facilities

(Provide brief explanation for this revenue)

13. Finance /Interest Income

(Provide brief explanation for this revenue)

14, Other lncome

Q{B: All income should be classified as far as possible in the relevant classes and other income should be

used to recognise income not elsewhere classified).

Residential property

Commercial property

Total Revenue from rent of facilities

Cash investments and fixed deposits

Interest income from short- term/ current deposits

Interest inconre from Treasury Bills

Interest income from Treasury Bonds

Interest from outstanding debtors

Total financc incomc

Insurance recoveries

Income from sale of tender

Services concession income

Sale ofgoods (water, publications, containers etc)

Total other income

29
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DentaI costs/ materials
25,000Laboratory chemicals and reagents

Public health activities
808,840Food and Ration

Uniform, clothing, and linen

Dressing and Non-Pharmaceuticals

Pharmaceutical suPPlies

Health information stationerY

Rep roductive health materials
339,899Sanitary and cleansing Materials

Purchase of Medical gases

X-Ray/Radiology supplies
889,000Other medical related clinical cosls (fue[)

Total medical/ clinical costs

Noles lo lhe Finottciol Stalements (Conlinued)

15. Medical/ Clinical Costs

(Other medical/clinical relaled costs refers to all other cosls involved in managemenl of the patienls

directly not analYsed above.)

16. Employee Costs

(Social contribution relates to expenses incurred by the entpkryer lowards social welfare of Dmployees)

r,523,850Salaries, wages, and allowances

Contributions to Pension schemes

Performance and other bonuses
34,800Staff medical expenses and Insurance cover

Croup personal accident insurance and WIBA
3 8,400Social contribution

Other emp loyee costs (specrfl)
1,597,050Employee costs

30
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Lolcs lo thc Financial Statements (Continued)

17 . Board of Management Expcnses

18. Depreciation And Amortization Expense

19. Repairs And Maintcnance

Chairrnan's Honoraria

Sitting allowance

Mileage

Insurance expenses

Induction and training

Travel and accommodation a owance

Airtime allowances

Total

Property, plant and equipment

lntangible assets

Investment property carried at cost

Total deprcciation and amortization

422,579Property- Buildings

Medical equipment

Office equipment

Furniture and fittings

Computers and accessories

Motor vehicle expenses

Maintenance of civil works

422,579Total repairs and maintenance

3l
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Notes to the Financial Slotemenls (Continued)

20. Grants And Subsidies

21. General ExPenses

Cornmunity developrncnt and social work

Education initiatives and programs

Free/ subsidised medical camP

Disability programs

Free cancer screening

Other grants and subsid ies(sPecrJJ.,)

Total grants and subsidics

Advenising and publicity expenses

Catering exPenses

Waste management exPenses

Insecticides and rodenticides

Audit fees

Bank charges

Conferences and delegations

ConsultancY fees

69,000Contracted services

Electricity exPenses

Insurance

Research and development expenses

Travel and accommodation allowance

Legal expenses

Licenses and Permits

Courier and postal services

840,800Printing and stationerY

Hire charges

Rent expenses

75,000Water and sewerage costs

Skills develoPment levies

90,000Telep hone and mobile Phone services

Internet exPenses

32
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Subscriptions to newspapers periodical,
magazines, and gazette notices

Library books/Materials

Parking charges

1,300,682Total General Expenses

Staff training and developrnent

Subscriptions to professional bodies

22. Finance Costs

(Borrowing costs lhat relate to intere.st expense on acquisilion of non- current assets and do not qualify for
Capitalisalion as per IPSAS 5: on borrowing costs should be included under this note.)

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

Borrowings (amortized cost) *

Finance leases (amortized cost)

Interest on Bank overdrafts/Guarantees

Interest on loans from cornmercial banks

Total financc costs

Property, plant, and equipment

Intangible assets

Otlrer assets not capitalised (specify)

Total gain on sale of assets

lnvestments at fair value

Total gain

33
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Description
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Notes lo lhe Financial Slateme nls (Conlinuetl)

25. Medical Services Contracts Gains /Losses

26. Impairment Loss

27, Cash And Cash Equivalents

(The amount should agree with lhe closing and opening balances as included in the statement of cash

flows)

Cornp rehensive care contracts with NHIF

Non- Comprehensive contracts care with NHIF

Linda Mama Program

Waivers and ExemPtions

Total Gain/Loss

Property, plant, and equiPment

Intangible assets

Total impairment loss

3,923.15Current accounts

On - call dePosits

Fixed deposits accounts

Cash in hand

Others(specifY)- Mobile money

3,923,15Total cash and cash equivalents

34
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l|oles to lhe Financiul Stalenenls (Cottlittucd)
,17

1l . Detailed Anal sis of Cash and Cash E

28. Receivables From Exchange Transactions

uivalents

a) Current account
3,923.t51156671s23Kenya Commercial bank-Operations Account

115667t84tKenya Commercial bank-Revenue Account

3,923.15Sub- total

b) On - call deposits

Kenya Cornmercial bank

Equity Bank - etc

Sub- total

c) Fixed deposits account

Bank Name

Sub- total

d) Others(specify)

cash in hand

Mobile money- Mpesa, Airtel money

Sub- total
3,923.15Grand total

Medical services receivables

Rent receivables

Other exchange debtors

(,G)Less: impairment allowance

35
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29, Receivables From Non-Exchange Transactions

(Undisbursed donorfunds refer to funds expected where conditions for disbursements have been met by the

recipient as at the reporting date)

30. Invcntories

Transfers from the County Government

Undisbursed donor funds

Other debtors (non-exchange transactions)

(-)Less: impairment allowance

Total

Pharmaceutical suPPlies

Maintenance supPlies

Food supplies

Linen and clothing suPPIies

Cleaning materials supPlies

General supplies

( ) C)Less: provision for impairment of stocks

Total

36
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Cost

At lJuly 2020

Additions

Disposals C) C) r-) C) C) r-) (-., G)
Transfers/adj ustments G) (-.r
At 30th Jwe202l

At ls July 2021

Additions

Disposals G) (, G) (-\ (, C) G) C)Transfer/adjustments
C)At30tb June2022

tm airmen t
Depreciation and

At lJuly 2020

Depreciation for the year

Disposals (-) G) G) (-) c) (-)
G)Impairment (, G) G) C) C) G) G)

37
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31. Property, Plant and Equipment
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At 30 June 2021

At July 2021

Depreciation
C)C)C)G)(,c) C)Disposals
C)C)G)C)C) G)GImpairment
c)C)Transfer/adjustment

At 30th June2022

Net book values

At 30th June 2021

At 30th June 2022

38
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Notes lo lhe Financial Stalenrcnts (Continued)

32. IntangibleAssets-Software

33. InvcstmentProperty

34. Tradc And Other Payables

Cost

At bcginning of the year

Additions

Add itions-lnternal development

oDisposal C)
At end of thc year

Amortization and impairmcnt
At beginning of the year

Amortization for the period

Impairrnent loss

NBV

At bcginning of the ycar

Additions

Fair value gain

G) G)Depreciatiorr (where investnrcnt properly is at cost)

At end of the year

Trade payables

Ernployee dues

Third-party payrnents (unrenillcd payroll deductions)

Doctors' fee

Total trade and othcr payables

39

At end of thc year
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Noles to the Financial Slalenrcnls (Conlinued)

35. RefundableDeposits from Customers/Patients

36. Provisions

37. Finance Lease Obligation

Medical fees Paid in advance

Credit faci litY dePosit

Rent dePosits

Others (speci/Y)

Total dePosits

nning of the yearBalance at the be

Additional Provisions
(-) C) C) C)Provision utilised

(-)(, (-) ofo lTlr tlo eId ul1sco &t It em al eutoduah vnC

Total provisions

Current Provisions

Non-Current Provisions

Total Provisions

KshsI(shs

Current Lease ob ligation

Long terrn lease obligation

Total
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Notes to the Financial Slatements (Conlinued)

38. Deferred Income

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

39. Borrowings

Current Portion

Non-Current Portion

Total

Balance b/f
Additions during the year

C)C)(,(-)Transfers to Capital fund

(, (-)(,(,Transfers to statement of
financial performance

C) C)C)(,
Balance C/F

Balance at beginning of the period

External borrowings during the year

Domestic borrowings during the year

G)(-lRepaym ents of external borrowings during the year

C)(,Repayments of domestic borrowings during the year

Balance at cnd of the period

4t
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Noles to the Financial Slatemenls (Continued)

39. (a) Breakdorvn ofLong- And Short-Tcrm Borrowings

(Current portion of borrowings are lhose botowings lhat are payable within one year or the next

financial year. Additional disclosures on terms of borrowings, nature of borrowings, security and
interest rates should be disclosed).

40. Service Concession Arrangements

41. Cash Generated from Operations

(lhe total of this statement should tie to the cash Jlow section on net cash Jlows fi'om/ used

in operations)

Current Obligation

Non-Current Obligation

Total

Fair value of service concession assets recognized under PPE

Accurnulated depreciation to date C)

Net carrying alnount
Service concession liability at beginning ofthe year

G)Service concession revenue recognized (,
Service concession liability at end of the year

Adiusted for:
Depreciation
Non-cash grants received C) C)
Lnpairment

c)Gains and losses on disposal ofassets (-)
Contribution to provisions

Contribution to impairrnent allowance

Working Capital adjustments
Increase in inventory C) C)

C)Increase in receivables ( )
Increase in deferred income

Increase in payables

Increase in payments received in advance

Net cash flow from operating activitics

42
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Noles to the Financial Slole nrenls (Conlinued)

42. Financial Risk Management

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

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

focuses on the unpredictability of changes in the business environment and seeks to minimise the

potential adverse effect of such risks on its performance by setting acceptable levels of risk. The

company does not hedge any risks and has in place policies to ensure that credit is only extended to

customers with an established credit history.

The entity's financial risk management objectives and policies are detailed below:

(D Credit risk

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

amounts in fult when due. Credit risk arises from cash and cash equivalents, and deposits with

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

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

past experience and other factors. Individual risk limits are set based on internal or external

assessment in accordance with limits set by the directors. The amounts presented in the statement

of financial position are net of allowances for doubtful receivables, estimated by the company's

tnanagement based on prior experience and their assessment ofthe current economic environment.

The carrying amount of financial assets recorded in the financial statements representing the

entity's maximum exposure to credit risk without taking account of the value of any collateral

obtained is made up as follows:

43
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Notes to the Financial Slalements (Conlinued)

(NB. The totals column should tie to the individual elements of credit risk disclosed in the entity's
s ta tement of fi nanci a I Pos i tion)

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

trading. The credit risk associated with these receivables is minirnal and the allowance for

uncoltectible amounts that the company has recognised in the financial statenrents is considered

adequate to cover any potentially irrecoverable arnounts. The entity has significant concentration

of credit risk on amounts due from xxxx

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

parameters within which the various aspects of credit risk tnanagetnent are operated.

(iD Liquidify risk management

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

lnanagement who have built an appropriate liquidity risk management frarnework for the

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

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

actual cash flows.

The table below represents cash flows payable by the company under non-derivative fiuancial

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

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

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

At 30 June 2020

Receivables from exchange transactions

Receivables from -non-exchange transactions

Bank balances

Total

At30 June2022

Receivables from exchange transactions

Receivables frotn -non-exchan ge transactions

Bank balances

Total
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At 30 June 2022
Trade payables

Current portion of borrowings

Provisions

Deferred income

Employee benefi t obligation

Total

At 30 June 2022

Trade payables

Provisions

Deferred income

Employee benefi t obligation

Total

I

(iiD Market risk

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

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

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

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

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

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

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

and Risk Management Committee.

45
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Notes lo lhe Financial Stalements (Continued)

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

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

and for the day-to-day implementation of those policies. There has been no change to the entity's

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

a) Foreign currency risk
The entity has transactional currency exposures. Such exposure arises through purchases ofgoods

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 entity's foreign

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

are as follows:

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

assets and liabilities by projecting expected sales proceeds and matching the same with expected

payments.

At 30 June 2022

casFinancial assets investmen

Liabilities

Trade and other payables

Borrowings

Net foreign currency assetl (l iabi I ity)

At30 Jtne2022
Financial assets (investments, cash, debtors)

Liabilities

Trade and other payables

Borrowings

asset/(liability)Net foreign currency

46
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Noles to the Financial Slatemenls (Continued)

Foreign currency sensitivity analysis

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

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

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

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

Interest rate risk

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

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

deposits. This exposes the company to cash flow interest rate risk. The interest rate risk

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

Management of interest rate risk

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

ofler favourable interest rates.

Sensitivity analysis

The entity analyses its interest rate exposure on a dynamic basis by conducting a sensitivity

analysis. This involves determining the impact on profit or loss of defined rate shifts. The

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

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

prior year.

20xx
l0%Euro

USD t0%
20xx

t0%Euro
t0%USD
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Notes to the Financial Statemenls (Conlinued)

Using the end of the year figures, the sensitivity analysis indicates the impact on the

statement offinancial performance ifcurrent floating interest rates increase/decrease by one

percentage point as a decrease/increase of KShs xxx (20xx: KShs xxx)' A rate

increase/decrease of 50lo would result in a decrease/increase in surplus of KShs xxx (20xx -
KShs xxx).

iv) Capital Risk Management

The objective of the entity's capital risk management is to safeguard the Hospital's

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

following funds:

43. Related Party Balances

Nature of related party relationships

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

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

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

Government of KenYa

The Government of Kenya is the principal shareholder of the entity, holding 100% of lhe entity's

equity interest. The Govemment of Kenya has provided full guarantees to all long-term lenders ofthe

entity, both domestic and extemal. Other related parties include:

Retained earnings

Capital reserve

Total funds

Total borrowings
(-,oLess: cash and bank balances

Net debt/ (excess cash and cash equivalents)

-% -%Gearing
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Kshs

2020t21
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i) The National Government;

ii) The Parent MinistrY;

iii) Xxx;

iv) Xxx;

v) Xxx;

vi) Key management;

vii) Boardofdirectors;

Transactions with related parties

a) Services offered to related parties

Services to xxx

Sales of services to xxx

Total

b) Grants from the Government

Grants from the National Government Entities

Donations in kind

Total

c) Expenses incurred on behalfof related parfy

Payments of salaries and wages for xxx employees

Total

d) Key management compensation

Directors' emoluments

Compensation to the medical Sup

Total

49
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Notes lo the Financial Slatements (Continued)

44. Segmentlnformation

(Where an organisation operates in different geographical regions or in deparlments, IPSAS l8
on segmental reporling requires an entity to presenl segmental information of each geographic

region or department to enable users understand the entity's performance and allocation of
resources to diflerent segmenls)

45. ContingentLiabilities

(Give details)

46. CapitalCommitments

(NB: Capital commitments are commitments to be carried out in the next financial year and are

disclosed in accordance with IPSAS 17. Capital commitments may be those that have been authorised

by the board but at the end of the year had not been contracted or those already contracted for and

ongoing)

47. Events After The Reporting Period

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

48. Ultimate And Holding EntitY

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

the Ministry of xxx. Its ultimate parent is the Government of Kenya.

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

Court case xxx against the comPanY

Bank guarantees in favour of subsidiary

Total

Kshs Kshs

Authorised For

Authorised And Contracted For

Total

50

2021t22

Kshs
t 2020t21

ICshs

202y22 2020t21
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XIX. Appendices
Appendix l: 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.

Guidance Notes:

(D Use the same reference numbers as contained in the extemal audit report.

(iD Obtain the "Issue/Observation" and "management comments", required above, from the final extemal audit report that is signed by

Management.

(iii) Before approving the report, discuss the timeframe with the appointed Focal Point persons within your entity 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
(To be signed by the accounting oficer of the Hospital)

5l

Ileference No. on thq
elternal audit Rcporl

lssuc / 0tisen'ations from
Aurlitor Nlanagemcnt comments

Status:
(Resolved / Not' 

Rcsolved) .'

. . Timcframe:
(Put a dutc *'lrctt you
erpqcl llrc ksue to be
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APPENDIX II: Projects Implemented by The Entity
Projects
Projects implemented by the Hospital Funded by development partners

Status of Projects completion

(Summarise the status ofproject completion at the end of each quarter, i.e. total costs incurred, stage which lhe project is etc)

I

2

I

)

J

52

Donor codmitmenl, ,.... ,,ii 'DonorNuHb-di Cohso lidated.in the'st

Totrl expended to
date

'Abtual l.Sourccs of fundsI Completion %o to tsudge{Pfojecl Total projict
Cost
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APPENDIX IV: Inter-Entitv Confirmation Letter

Ikanga Level IV Hospital
Kitui County

The Kitui County wishes to confinn the amounts disbursed to you as at 30rh June 2022 as indicated in the table below. Please compare the
amounts disbursed to you with the amounts you received and populate the column E in the table below. Please sign and stamp this request in the
space provided and return it to us.

Amounts Disbursed byKitui County (KShs) as at30'h June2021

Reference Number Date
Disbursed

Recurrent
(A)

Development (B) Inter-
Ministerial

(c)

Total
(D):(A+B+C)

Amount
Received by

Ikanga Hospital
(KShs) as at 30th

June 2021
(E)

Differences
(KShs)

(F)=(D-E)

Kitui
County/Rec/001 063

SeplTth
2021

500,000.00 500,000.00 500,000.00

Kitui
County/Rec/001063

l8th Oct 2021 500,000.00 500,000.00 500,000.00

Kitui
County/Rec/001 065

Nov25th

2021
500,000.00 500,000.00 450,000.00 50,000.00

Kitui
County/Rec/001067

Dec
2021
23 500,000.00 500,000.00 182,000.00 3 18,000.00

Kitui
County/Rec/001068

t4 lan2022 470,060.00 470,060.00 900,000.00 (429,940.00)

Kitui
County/ReciO0l 067

9'h Feb 2022 500,000.00 500,000.00 450,000.00 50,000.00

Kitui
County/Rec/00

Marchgtn

2022
500,000.00 500,000.00 500,000.00
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(3s0,000.00)850,000.00s00,000.00500,000.00April
2022
20

001072
Kitui
Coun

500,000.00500,000.00500,000.00May
2022/Rec/001073

Kitui
Coun

(25,167.00)525,167.00500,000.00500,000.008 June2022
ecl00

Kitui
Coun

336,087.45336,087.45htly 2022
001075

Kitui
Co

920.45I57,167.003Total

lri
Name.....hll.1 ....oate*..b[.p.....Si nolr rvlL'c

54

In confirm that the amounts shown above are correct as ofthe date indicated.

d7*
Ilead of Accountants department of beneficiary entity:
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APPENDIX V Reporting of Climate Relevant Expenditures

Name of the Organization

Telephone Number

Email Address

Name of Medical Supp/\4DAlead

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

Q2 Q3 Q4Ql

55

llrojcct
Namr:

,,: Projcct.'
Dciiription

_ I'rojcct
C)bjectir es

i Projcct,
'Activitii

Source Of 
I

. Funrls I

I+nl9.g.r.c11ing, Partucrs: :
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APPENDIX VI Disaster Expenditure Reporting Template

QuarterYearPeriod to
which this
report refers
(FY)

TelephoneContact
details of the
reporting
officer:

Email

Column VIIColumn V Column VIColumn IVColumn I Column II Column III
CommentsAmount

(Kshs.)
Expenditure
item

Disaster
Type

Category of disaster related Activity that
require expenditure reporting
(response/recovery/miti gatio paredness)

Programme Sub-
programme

56

Name of
Reporting
Officer


