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Key|Hospital Information and Management

(a) Background information

Cheptdlal Sub County Hospital is a level (3 B) hospital established under gazette notice number
VOL.¢XXII- No. 24 of 4" February 2020 as Comprehensive Health Centre and is domiciled in
Bomef County under the Health Services Department. The hospital is governed by a Board of
Management.

(b) Principal Activities

The p#incipal activity/mission/ mandate of the hospital is to ...
(Under this section you may also include the Hospital’s vision, mission and core objectives)
(c) Key Management
The héspital’s management is under the following key organs:
- County department of health Services
- Board of Management
- Accounting Officer/ Medical Superintendent
- Hospital Management Team
- County Health Management Team

(d) Fiduciary Management

The kky management personnel who held office during the financial year ended 30" June 2022 and
who Had direct fiduciary responsibility were:

No.| Designation Name

1. | Medical Superintendent Dr Nickson Mutai
y & Head of finance Ngeno Peter

1 Head of supply chain Beatrice Chemutai
4. Health Administrative officer Jackson Towett

 J Nursing Officer in charge Joyce Cheptoo

([ncljde all positions regarded as top management in your organisation).
(e) Fiduciary Oversight Arrangements

[Herd, provide a high-level description of the key fiduciary oversight arrangements covering (say])
- Health management team.

Thw Medicines and Therapeutics Committee (MTC) is a multidisciplinary committee responsible
forjoverseeing policies and procedures related to all aspects of medicines and other health
proflucts and technologies use. It evaluates the clinical use of medicines, formulates policies for
mapaging medicines and other health products and technologies use and administration,
Phdrmacovigilance and safety aspects and manages the formulary system. It also has broad
responsibilities in determining which essential health product and technology will be available in
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the facility under its jurisdiction and how they will be used. It evaluates, educates, and advises
medical staff and organisational administration in all matters pertaining to the use of medications.

Executive expenditure committee.

Executive Expenditure Committee means a subcommittee of the Hospital Management Team
that consist of Medical superintendent, Nursing officer in-charge, Health Administrative Officer,
Pharmacist and any other officer that might be co-opted, whose main role is to implement the
approved expenditure plans. It ensures prudent allocation and use of hospital resources. Ensures
and adheres to annual operation plan in resource allocation and expenditure. Review and
recommends hospital allocation as per the annual operation plan

Quality improvement committee.

The QIC is the senior level committee accountable directly to the Hospital management team and
hospital board. The purpose of the QIC is to provide oversight and direction in assessing the
appropriateness of care and service delivered and to continuously enhance and improve the
quality of care and services provided to members. Quality improvement is the framework used to
systematically improve care. Quality improvement seeks to standardize processes and structure to
reduce variation, achieve predictable results, and improve outcomes for patients, healthcare
systems. Quality improvement professionals review patient and other medical data and analyze
processes used to provide care. Using that information, they work to identify areas of
improvement and highlight areas of excellence.

Hospital Infectious committee.

The infection control committee functions to prevent and control healthcare-associated infections
by setting infection control policy and monitoring practices to reduce these risks. Preventing
healthcare-associated infections has become highly technical, advises on the prevention,
surveillance, investigation and control of infection within the Hospital and community. It includes
but not limited to

Hand hygiene.

Use of personal protective equipment (e.g., gloves, masks, eyewear).

Respiratory hygiene / cough etiquette.

Sharps safety (engineering and work practice controls).

Safe injection practices (i.e., aseptic technique for parenteral medications).

Sterile instruments and devices

Other committees are

Commodities security committee.
Medicine therapeutic committee
Maternal death review committee
Staff welfare committee

Vi
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(H Hospital Headquarters

P.O. Box 12

Taboino Village
Koiwa-Sotit Road
Mogogosiek, KENYA

(g) Hospital Contacts
Telephone: (+254) 769369814

E-mail: cheptalalsch@bomet.go.ke
Website: www. bomet.go.ke

(h) Hospital Bankers
Kenya Commercial Bank
Family Bank Limited

(i) Independent Auditors

Auditor General

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

GPO 00100

Nairobi, Kenya

1)) Principal Legal Adviser

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

City Square 00200
'Nairobi, Kenya

(k) County Attorney

County Governent of Bomet
P.O. Box. 19

Bomet, Kenya

Vil
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II. The Board of Management

Ref

Directors

Details

Sammy Cheruiyot

Board Chair, Team Leader

Dr. Nickson Mutai MBChB

Secretary HMB , Medical Superintendent and

Technical advisor

Jackson Towett

Member, HAO,

viil
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[. Management Team
ef Management Details
Team Leader, Chair Health Management Team Head of
Dr. Nickson Mutai MBChB | clinical and administrative services and secretary to the
l. Hospital Management Board, Member KMPDB.
Head non support services, secretary HMT and
Jackson Towett
2, Member HMB, Member of Nursing Council of Kenya
Head Financial Services and HMT member. ICPAK
Ngeno Peter
3 Member. Holder of MBA, BBM.
4. Beatrice Chemutai Head of supplies chain management and Member HMT
Head nursing services and Member HMT. Member of
Joyce Cheptoo _ ) ) )
D. Nursing council of Kenya. Senior Nursing officer
Head Health records and information and member
Cosmas Maritim
6. HMT
_ Head of pharmaceuticals and non pharmaceuticals and
Zeddy Chemutai
V. member HMT
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IV. Chairman’s Statement

Cheptalal Sub County Hospital serves as one of the main facilities in Konoin Sub County.

It is a level 3 hospital with significant impact in provision of curative health services, some rehabilitative
and preventive health.

It is staffed with staff employed by the County Government of Bomet, support from Walter Reed
Program in the HIV clinics and other support staff engaged by the facility on short term contracts.

The hospital receives a monthly AIE from the department of Health services.

This amount though inadequate has enabled the hospital carry out its operations. I have constantly
requested the department to increase the allocation due to prevailing economic situation and call for
expansion of service delivery. There is need to expand the hospital to match the ever increasing demand

for inpatient services.
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Y. Rep#)rt of The Chief Executive Officer

THe general llltlay of the Hospital with regard to the performance of the financial year 2021/22 has been

fa#. The challenges posed by the global Covid19 pandemic had its impact on the healthcare system
during the sajd year.

Human resodrces. The facility is fairly staffed though; some departments are understaffed. The challenge
of btaff retenfion still ensues. There is need for concerted efforts in ensuring that this critical element
remains adequately resourced. Staff capacity building needs to be enhanced.

Financial. The hospital revenue base from out of pocket payment as well as corporate insurance rose
sighificantly fluring the reporting period. Remittances from NHIF have been prompt. However, a big
percentage of clients are still accessing health services through out of pocket payment negative regarding
universal health coverage. The hospital receives an AIE from the department of health services which aid
hospital opergtions.

Infrastructure "jI'he institution will need an upgrade in some of the critical infrastructure especially with

regards to wa$te management. The wards are generally inadequate. Power supply is unstable and there 1s

need for greed energy to be explored.

Overally, the year has been successful and looking forward to improved work performance

X1
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VI.  Statement Of Performance Against Predetermined Objectives

Section 164 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the accounting officer
to include in the financial statement, a statement of the County Government Hospital’s performance
against predetermined objectives.
Hospital has strategic pillars/ themes/issues and objectives within the current Strategic Plan for
the FY 21- FY 22. These strategic pillars/ themes/ issues are as follows:
Pillar /theme/issue 1:
Pillar/theme/issue 2:
Hospital develops its annual work plans based on the above pillars/Themes/Issues. Assessment of the
Board’s performance against its annual work plan is done on a quarterly basis. The Hospital achieved its

performance targets set for the FY 2021/2022 period for its strategic pillars, as indicated in the diagram

below:
Strategic Objective Key Activities Achievements
Pillar/Theme/Issues Performance

Indicators

Pillar/ theme/ issue 1:

Pillar/ theme/ issue 1:

(Under this section therefore, the management should include performance against the strategic
objectives of the organisation. The management should outline the strategic Pillars, activities towards
their achievement and outputs under each strategic pillar. The organisation should also briefly outline

how they have tied achievements to performance contracts)

VII. Corporate Governance Statement

The hospital is yet to be declared as an Hospital as contemplated in PFM Act section 5 and section 109
subsection 2b however, the hospital has been operating under the framework of hospital management
board and health facility management committee policy 2018.

Management Discussion and Analysis

Cheptalal Sub county hospital is one of the hospitals in Konoin County. It has a bed
capacity of 10 distributed as follows.

e Male wards — |

e Female ward -1

Xii
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e  Maternity ward - 7

e Paedhatrics ward - |

The hospital joffers both inpatient and outpatients services, besides other clinics as in comprehensive
HIV/ TB mgnagement.

Clinical/opg¢rational performance

- Bedkapacity of the hospital.

- Ovetall patient attendance during the year for both inpatient and outpatient.
- Acc}ﬂent and Emergency attendance

- Spedialised clinic attendance

- Avetage length of stay for in patient

- BedJoccupancy rate

- Morality rate

- Surgical theatre utilisation (number of operations over a period of time)

- Spossorships and partnerships

Financial [Erformance that includes

During the period, the facility received support from Heath Department as AIE to support its operation.
Qwing to ndture of funds received it is largely used in the acquisition of drugs and non pharmaceuticals,
payment offstaff emoluments, minor repairs, purchase small equipments and other support services.

The hospital levies fees through NHIF as linda Mama, Edu afya and cash from other walk ins. All the
fees received are remitted to County revenue account.

Xiil
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VIII. Environmental And Sustainability Reporting

Cheptalal 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. (Tailor make as appropriate).
i) Sustainability strategy and profile
The top management especially the accounting officer should make reference to sustainable
efforts, broad trends in political and macroeconomic affecting sustainability priorities, reference
to international best practices and key achievements and failure.
ii) Environmental performance
Cheptalal hospital Outline use kaizens policy that is (5 s)the five s is for: sort, set ,shine
standardise and sustain. The policy has been given to every department and also mounted on the
hospital’s notice board.
The health care staff are provided with personal protective equipment (PPE) such as clean gloves
and sterile gloves, and masks. Health care workers are advised to minimise waste originating
from their departments as much as possible. each department is provided with bin liners (RED,
YELLOW BLACK) and safety boxers RED BIN LINER is for highly infectious waste such as
placentas, yellows bin liners are for infectious waste such as gloves and black bin liners are for
general waste such as papers food etc. Safety boxers are for sharps objects such as syringes
The success of the measures instituted at the a\hospital has contributed to reductions of hospital
acquired infections among the health care workers and the general public
The shorting coming of the measures above is poor segregations of waste and inadequate bin
liners.
iii) Employee welfare
Hiring process for health care workers is done by the county government of Bomet through public
service board except for casual works which are hired by hospital board on a three months’ basis. The
hiring of casuals takes into account the gender rule of two third. Training and skill improvements is done
by the county department of medicals services
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. (Tailor make as appropriate).

X1V
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iv)SJstainability strategy and profile
The fop management especially the accounting officer should make reference to sustainable
effosz1 broad trends in political and macroeconomic affecting sustainability priorities, reference

to intprnational best practices and key achievements and failure.

vironmental performance

ipe clearly, environmental policy guiding the organisation, provide evidence of the policy.
ife successes, shortcomings, efforts to manage biodiversity, waste management policy and
to reduce environmental impact of the organisation’s products.
ployee welfare
ccount of the policies guiding the hiring process and whether they take into account the
ratio, whether they take in stakeholder engagements and how often they are improved.
n efforts made in improving skills and managing careers, appraisal and reward systems.
ganisation should also disclose their policy on safety and compliance with Occupational
and Health Act of 2007, (OSHA..)
vii) |Market place practices-
The Jrgam'sation should outline its efforts to:

a)| Responsible competition practice.
Explain how the organisation ensures responsible competition practices with issues like
anti-corruption, responsible political involvement, fair competition, and respect for
competitors.

b

S’

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.

Responsible marketing and advertisement

i
e e

Outline efforts to maintain ethical marketing practices.

d) | Product stewardship

Outline efforts to safeguard consumer rights and interests.

viii) Corporate Social Responsibility / Community Engagements

The organisation gives details of CSR activities carried out in the year and the impact to
the society. Give evidence of community engagement including charitable giving (cash

and material), Corporate Social Investment and other forms of community engagements.

XV
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IX. Report of The Board of Management

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

Principal activities

The principal activities of Cheptalal Hospital are medical examinations, and operations, laboratory
services, surgery, rehabilitations, Maternal, child health and family planning, public health services and
HIV/AIDS and TB management.

Results

The results of the Hospital for the year ended June 30™ 2022 are set out on page 1-23

Board of Management

The members of the Board who served during the year are shown on page vii. During the year 9 directors
retired/ resigned and none was appointed with effect from April 2022

Auditors

The Auditor General is responsible for the statutory audit of the Hospital in accordance with Article 229
of the Constitution of Kenya and the Public Audit Act 2015 to carry out the audit of the Hospital for the
year/period ended June 30, 2022 in accordance to section 23 of the Public Audit Act, 2015 which

empowers the Auditor General to appoint an auditor to audit on his behalf.

By Order of the Board

O N

Dr. Nickson Mutai
Secretary to the Board

XVi
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X. Statement of Board of Management’s Responsibilities

Section 164 of the Public Finance Management Act, 2012 (entities should quote the applicable legislation
ich they are regulated)) requires the Board of Management to prepare financial statements in
respect of that Hospital, which give a true and fair view of the state of affairs of the Hospital at the end of
the financidl year/period and the operating results of the Hospital for that year/period. The Board of
Management is also required to ensure that the Hospital keeps proper accounting records which disclose
with reasonpble accuracy the financial position of the Hospital. The council members are also responsible

financial position of the Hospital, (iii) designing, implementing and maintaining internal
ant to the preparation and fair presentation of the financial statements, and ensuring that
from material misstatements, whether due to error or fraud, (iv) safeguarding the assets of
(v) selecting and applying appropriate accounting policies, and (vi) making accounting
are reasonable in the circumstances.

er requifed by the PFM Act, 2012. The Board members are of the opinion that the Hospital’s financial
ements giye a true and fair view of the state of Hospital’s transactions during the financial year ended
Jure 30, 2023, and of the Hospital’s financial position as at that date. The Board members further confirm
the|completerjess of the accounting records maintained for the Hospital, which have been relied upon in the
preparation of the Hospital’s financial statements as well as the adequacy of the systems of internal
financial contfol.

Nothing has
a going conc

me to the attention of the Board of management to indicate that the Hospital will not remain
for at least the next twelve months from the date of this statement.

Ap+roval of the financial statements

g

The Hospital’ﬁ financial statements were approved by the Board on and signed on its
behalf by;

...... oo fooeafonseccssncsscscssnssessssssenssne ssevessesssseansane sesrssssssssssnssnsansase

Na e A Chexui 5@(/ Name: _ %’L’LL\
Chaijrperson Accounting Officer
rd of Mal#agement

XVii




REPUBLIC OF KENYA

Telephong: |+254-(20) 3214000 HEADQUARTERS
E-mail: inflo@oagkenya.go.ke Anniversary Towers
Website: .oagkenya.go.ke Monrovia Street

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

Enhancing Accountability NAIROBI

REPDRT OF THE AUDITOR-GENERAL ON CHEPTALAL LEVEL 3B HOSPITAL FOR
THE YEAR ENDED 30 JUNE, 2022 - COUNTY GOVERNMENT OF BOMET

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

A. Reéport on the Financial Statements that considers whether the financial statements
arg 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. Rdport on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guldelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure that the
Gavernment achieves value for money and that such funds are applied for the
inténded purpose.

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

An unrhodified opinion does not necessarily mean that an entity has complied with all
relevarit laws and regulations and that its internal controls, risk management and
govern@nce 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
respongibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Rinance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the rep@rt when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Adversg Opinion

| have audited the accompanying financial statements of Cheptalal Level 3B Hospital —
County GGovernment of Bomet set out on pages 1 to 32, which comprise of the statement

Report of the Auditor-General on Cheptalal Level 3B Hospital for the year ended 30 June, 2022 — County Government
of Bomet




of financial position as at 30 June, 2022, and the statement of financial performance,
statement of changes in net assets, statement of cash flows and the statement of
comparison of budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, in all
material respects, the financial position of the Cheptalal Level 3B Hospital — County
Government of Bomet as at 30 June, 2022 and of its financial performance and its cash
flows for the year then ended, in accordance with International Public Sector Accounting
Standards (Accrual Basis) and comply with the County Government Act, 2012, the Public
Finance Management Act, 2012 and the Health Act, 2017.

Basis for Adverse Opinion
1. Inaccuracies in the Financial Statements

Review of the financial statements revealed the following anomalies:
1.1. Statement of Financial Position

The statement of financial position reflects total net assets balance of Kshs.89,247,593.
However, a re-computation of the balance indicates an amount of Kshs.90,039,593
resulting in an unexplained variance of Kshs.792,000. Further, the statement reflects total
net assets and liabilities balance of Kshs.92,758,151 whereas the re-computed amount
is Kshs.90,255,596 resulting in an unexplained variance of Kshs.2,502,555. In addition,
the statement reflects a capital fund balance of Kshs.90,039,593. However, the
statement of changes in net assets reflects a nil balance resulting in an unexplained
variance of Kshs.90,039,593. The details of the capital fund balance and the supporting
schedules were not provided for audit verification.

1.2. Statement of Cash Flows

Further, the statement of cash flows reflects net cash flows from operating activities
amount of Kshs.216,003. However, the statement has not disclosed the effect of
receivables from exchange transactions, receivables from non-exchange transactions,
inventories, property, plant and equipment and trade payables on the cash flows of the
Hospital. Further, the statement reflects cash and cash equivalents balance of
Kshs.216,003 as at 30 June, 2022. However, the statement of financial position reflects
a cash and equivalents balance of Kshs.321,050 resulting in an unexplained variance of
Kshs.105,047.

In the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

Report of the Auditor-General on Cheptalal Level 3B Hospital for the year ended 30 June, 2022 — County Government
of Bomet



2 Yariance in the Cash and Cash Equivalents Balance

The |statement of financial position reflects cash and cash equivalents balance of
Ksh§.321,050 as disclosed in Note 14 to the financial statements. Included in the balance
is an amount of Kshs.4,107 in respect of an account held in a local bank. However, the
banK reconciliation statement as at 30 June, 2022 reflects a cashbook balance of
4,469 resulting in an unexplained variance of Kshs.362.

3. Unsupported Property, Plant and Equipment Balance
The statement of financial position reflects property, plant and equipment balance of
Kshg 87,193,210 as disclosed in Note 19 to the financial statements.

gh Management provided an asset listing supporting the balance, there was no
tion report to indicate how the assets’ values were determined. Further, Note 19 to
nancial statements did not comply with the recommended financial reporting
ate since it disclosed the assets at their acquisition cost but without any depreciation

ated by the amount of Kshs.742,000

In thi circumstances, the accuracy and completeness of transfers from the County
Govefnment balance of Kshs.7,670,000 could not be ascertained.

Report pf the Auditor-General on Cheptalal Level 3B Hospital for the year ended 30 June, 2022 — County Government
of Bomgt




4.2 Variance in Revenue from Rendering Services

The statement of financial performance reflects rendering of services — medical service
income amount of Kshs.5,788,073 as disclosed under Note 8 to the financial statements.
The amount includes claims reimbursed from the National Health Insurance Fund (NHIF)
amounting to Kshs.5,398,645. However, NHIF payment schedule revealed that an
amount of Kshs.3,023,600 was paid by the Fund to the Hospital resulting to an
unexplained variance of Kshs.2,375,045.

In the circumstances, the accuracy and completeness of the revenue from NHIF amount
of Kshs.5,398,645 could not be confirmed.

5. Unsupported Payments of Employee Wages

The statement of financial performance reflects employee’s costs amounting to
Kshs.2,546,656 as disclosed in Note 10 to the financial statements.

However, the Hospital did not have approved guidelines or policies on recruitment and
payment of Hospital casual employees. It was therefore not possible to determine how
the wages rates that were paid by the Hospital to its casual workers were determined. No
explanation was provided by Management for the anomaly.

In the circumstances, the regularity and value for money on the employee costs of
Kshs.2,546,656 could not be confirmed.

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAIs). | am independent of the Cheptalal Level 3B Hospital (County
Government of Bomet) Management in accordance with ISSAI 130 on the Code of Ethics.
| 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. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my Adverse 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, because of the significance of the
matters discussed in the Basis for Adverse Opinion and the Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources sections of my report, based

Report of the Auditor-General on Cheptalal Level 3B Hospital for the year ended 30 June, 2022 — County Government
of Bomet



on the audit procedures performed, | confirm that public resources have not been applied
lawfully and in an effective way.

BaTs for Conclusion

1. Late Submission of Financial Statements

ThelHospital's financial statements for the financial year 2021/2022 were submitted for
audit on 24 April, 2024 which was more than eighteen (18) months after the expected
submission date of 30 September, 2022. This is contrary to Section 81 (4) (a) of the Public

Finance Management Act, 2012 which states that not later than three months after the
end|of each financial year, the Accounting Officer for the entity shall - submit the entity’s
finahcial statements to the Auditor-General.

Further, Paragraph 5.3 of the Public Sector Accounting Standards Board guidelines on
implementation of IPSAS Accrual by level 4 and 5 Public Hospitals in Kenya states that
“thelhospitals’ reporting period runs from 1 July to 30 June each year. The first period of
rep@rting under the new accounting framework is 30 June, 2022. The level 4 and 5
hospitals are expected to prepare financial statements for 12 months from 1 July, 2021
to 3D June, 2022 and subsequent periods.

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

L. isclassification on Role of Hospitals in Universal Health Care (UHC)

Review of the Hospital's operations and records revealed that the health facility is actually
operating as a level 3 hospital since it offers outpatient services only and the only ward
avallable is for maternity services. The Hospital facilities could not be compared with the
leval 4 checklist since its facilities, services and medical staff were far below the
expectation of a level 4 hospital.

deficiencies contravene the First Schedule of Health Act, 2017 which implies that
ssing highest attainable standard of health, which includes the right to health care
ices, including reproductive health care as required by Article 43(1) of the Constitution
nya, 2010 may not be achieved. Further this contravened the Kenya Quality Model
ealth Policy Guidelines and hindered the realization of the government program on

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

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Lack of a Functional Hospital Board of Management

Review of the Hospital records provided revealed that the Board of Management
members were appointed on 27 March, 2019. According to the appointment letters, the
Board members were appointed on a three-year term which ended on 27 March, 2022.
However, the outgoing Board members were not re-appointed nor a new Board
constituted. Therefore, the Hospital operated without a Board for three (3) months in the
year under review. No explanation was provided for the anomaly.

Further, personal files for the Board members were not provided for audit verification. It
was therefore not possible to ascertain whether the board members appointed had the
requisite qualifications and experience.

In the circumstances, the Hospital may not have benefited from oversight and effective
decision making from the Board of Management.

2. Lack of Updated Fixed Assets Register

The statement of financial position reflects a balance of Kshs.87,193,210 in respect of
property plant and equipment and as disclosed under Note 19 to the financial statements.
However, the fixed assets register provided during the audit was not updated and did not
contain some details of the respective assets owned by the Hospital such as location,
depreciation amounts, tag numbers and net book value among others.

In the circumstances, the internal controls in relation to the management of assets could
not be confirmed.

3. Lack of Annual Procurement Plan

During the year under review, the Hospital operated without an annual procurement plan
as required by Regulation 40(1) of the Public Procurement and Assets Disposal
Regulations, 2020 which requires a procuring entity to prepare a procurement plan for
each financial year as part of the annual budget preparation process.
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In thé circumstances, the effectiveness of alternative process of managing procurement
function could not be ascertained.

The audit was conducted in accordance with the ISSAIs 2315 and 2330. The Standards
requife that | plan and perform the audit to obtain assurance about whether effective
procgsses and systems of internal controls, risk management and overall governance
wereloperating effectively, in all material respects. | believe that the audit evidence | have
obtaiped is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of the Management and the Board of Management

The Management is responsible for the preparation and fair presentation of these
ial statements in accordance with the International Public Sector Accounting

statements described above, the Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an efféctive way.

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

Auditdr-General’s Responsibilities for the Audit

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

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

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

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

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

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.
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Conclude on the appropriateness of Management's use of applicable basis of
atcounting and, based on the audit evidence obtained, whether a material uncertainty
ekists related to events or conditions that may cast significant doubt on the Hospital's
ility to continue to sustain its services. If | conclude that a material uncertainty exists,
m required to draw attention in the auditor’s report to the related disclosures in the
filancial statements or, if such disclosures are inadequate, to modify my opinion. My
cdnclusions are based on the audit evidence obtained up to the date of my audit
ort. However, future events or conditions may cause the Hospital to cease to
cdntinue to sustain its services.

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

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

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

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

| also provide Management with a statement that | have complied with relevant ethical
requiréments regarding independence and to communicate with them all relationships
and ofher matters that may reasonably be thought to bear on my independence and

where

pplicable, related safeguards.

02 Au%ust, 2024
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Chepilal Level 3B Hospital (Bomet County Government)

Annual Report and Amended Financial Statements for The Year Ended 30" June 2022

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

Desc n Notes 2021722
" Kshs
Reventie from non-exchange transactions
Transfdrs from the County Government 6 7,670,000
Other ificome (Bal b/f) 7 466.109
Revende from exchange transactions
Rendering of services- Medical Service Income 8 5,788,073
Total rgvenue 13,924,182
Expensgs
Medical/Clinical costs 9 2,088,285
Employge costs 10 2,546,656
Repairsfand maintenance 11 1256759
Grants and subsidies / Transfers 12 6,208,073
General fexpenses 13 1,608,406
Total expenses 13,708,179
Net Surgllus for the year 216,003

Chairm Head of Finance
ICPAK No:

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

Medical Superintendent

(The notés set out on pages21 to 24 form an integral part of the Annual Financial Statements.)
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Annual Report and Amended Financial Statements for The Year Ended 30" June 2022

XIII. Statement of Financial Position as of 30" June 2022

Description Notes 2021/22 2020/21

Kshs Kshs

Assets

Current assets

Cash and cash equivalents 14 321,050
Receivables from exchange transactions 16 1,153,600
Receivables from non-exchange transactions 15 2,376,000
Inventories 18 1,714,291
Total Current Assets 5,564,941
Non-current assets
Property, plant, and equipment 19 87,193,210
Total Non-current Assets 87,193,210
Total assets 92,758,151
Liabilities
Current liabilities
Trade and other payables 7, 2,718,558
Total Current Liabilities 2,718,558
Total Liabilities 2,718,558
Net assets 89,247,593
Accumulated surplus/Deficit 216,003
Capital Fund 90,039,593

Total Net Assets and Liabilities 92,758,151

(The notes set out on pages 20-24 forms an integral part of the Annual Financial Statements.)

The Hospital’s financial statements were roved by the Board on and

signed on its behalf by:
Chairman Head of Finance Medical Superintendent
Board of Management ICPAK No:
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XIV. |Statement of Changes in Net Asset for The Year Ended 30 June 2022

Revaluation
reserve

Accumulated
surplus/Deficit

Capital
Fund

Total

As at Jgly 1, 2020

Revalu

ion gain

Surplus

deficit) for the year

Capital/]

evelopment grants

As atJ

30, 2021

At July

,2021

Revalua}on gain

Surplus/ldeﬁcit) for the year

216,003

216,003

Capital

évelopment grants

At June

30, 2022

216,003

216,003

The Ho
signed

---------

its behalf by:

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

Board of Management

Head of Finance
ICPAK No:

ital’s financial statements were approved by the Board on

Medical Superintendent




Cheptalal Level 3B Hospital (Bomet County Government)
Annual Report and Amended Financial Statements for The Year Ended 30" June 2022

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

Description 2021722 2020/21
Note Kshs Kshs

Cash flows from operating activities

Receipts

Transfers from the County Government 6 7,670,000 -

Other income (Bal b/f) 7 466,109

Revenue from exchange transactions

Rendering of services- Medical Service Income 8 5,788,073

Total Receipts 13,924,182

Payments

Medical/Clinical costs 9 2,088,285

Employee costs 10 2,546,656

Repairs and maintenance 11 1,256,759

Grants and subsidies / Transfers 12 6,208,073

General expenses 13 1,608,406

Total Payments 13,708,179

Net cash flows from operating activities 216,003

Cash flows from investing activities

Net cash flows used in investing activities

Cash flows from financing activities

Net cash flows used in financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at 1 July 216,003

Cash and cash equivalents at 30 July 216,003

The notes set out on pages 22 to 24 form an integral part of the Annual Financial Statements.
The Hospital’s financial statements were approved by the Board on and
signed on its behalf by:

........ o oo

Chairman
Board of Management

Head of Finance Medical Superintendent

ICPAK No:
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XVI. Statement Of Comparison of Budget and Actual Amounts For The Year Ended 30 June 2022
Description Original | Adjustmen Final Actual on | Performanc % of
budget ts budget comparabl | e difference | ytilisatio
e basis n
A b c¢=(a+b) d e=(c-d) f=d/c%
Kshs Kshs Kshs Kshs Kshs

Revenue

Transfers from the County Government 8,904,000 350,000 9,254,000 7,670,000 1,584,000 83%
Rendering of services- Medical Service 3,500,000 0 3,500,000 5,788,073 2,288,073 165%
Income

Other (Balance b/f) 466,109 0 466,109 466,109 0 0%
Total income 12,870,109 | 350,000 13,220,109 | 13,924,182 | 3,872,073 105%
Expenses
Medical/Clinical costs 3,011,813 150,000 3,161,813 2,088,285 | 1,073,528 66%
Employee costs 3,068,260 100,000 3,168,260 2,546,656 621,604 80%
Repairs and maintenance 1,392,529 50,000 1,442,529 1,256,759 185,770 87%
Grants and subsidies 3,500,000 0 3,500,000 6,208,073 2,708,073 177%
General expenses 1,897,507 50,000 1,947,507 1,608,406 339,101 83%
Surplus for the period 0 0 0 216,003 216,003 %
Capital expenditure 12,870,109 350,000 13,220,109 | 13,924,182 %

The notes set out on pages 22 to 23 form an integral part of the Annual Financial Statements. The Hospital’s financial statements

were approved by the Board on and sigijed on its behalf by:

----------------------

Chairman
Board of Management




Cheptalal Sub County Hospital (Bomet County Government)
Annual Report and Amended Financial Statements for The Year Ended 30" " June 2022

XVIIL. Notes To the Financial Statements

1. General Information

Cheptalal Hospital is established by and derives its authority and accountability from The Medical
Practitioners and Dentist Act. The Hospital is wholly owned by the Government of Kenya and is

domiciled in Kenya. The Hospital’s principal activity is Curative and preventive health 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 Hospital’s accounting policies. The areas involving a higher degree of judgment or
complexity, or where assumptions and estimates are significant to the financial statements, are
disclosed in Note XVII The financial statements have been prepared and presented in Kenya
Shillings, which is the functional and reporting currency of the Hospital.

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 1% January 2022 owing to Covid 19. This

was done to provide entities with time to effectively apply the standards. The deferral was set for 1*

January 2023.
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T
i. New

Ld amended standards and interpretations in issue but not yet effective in the year ended

1 plile lt Janaryﬂ: -

The objective of IPSAS 41 is to establish principles for the financial reporting of
financial assets and liabilities that will present relevant and useful information to
users of financial statements for their assessment of the amounts, timing and

uncertainty of an Hospital’s future cash flows.

IPSAS 41 provides users of financial statements with more 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 a

Hospital’s risk management strategies and the accounting treatment for

instruments held as part of the risk management strategy.

(State the impact of the standard to the Hospital if relevant)

IPSAS 42

Social Be%{lls

Applicable: 1% January 2023

The objective of this Standard is to improve the relevance, faithful representativeness
and comparability of the information that a reporting Hospital provides in its
financial statements about social benefits. The information provided should help
users of the financial statements and general-purpose financial reports assess:

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

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




Cheptalal Sub County Hospital (Bomet County Government)
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(¢) The impact of such social benefits provided on the Hospital’s financial
performance, financial position and cash flows.

(State the impact of the standard to the Hospital if relevant)

Amendments to
Other IPSAS
resulting from
IPSAS 41,
Financial

Instruments

Other
improvements to

IPSAS

| Applicable 1 January 2023

Applicable: 1st January 2023:

a) Amendments to IPSAS 5, to update the guidance related to the components of
borrowing costs which were inadvertently omitted when IPSAS 41 was
issued.

b) Amendments to IPSAS 30, regarding illustrative examples on hedging and
credit risk which were inadvertently omitted when IPSAS 41 was issued.
Amendments to IPSAS 30, to update the guidance for accounting for
financial guarantee contracts which were inadvertently omitted when IPSAS
41 was issued.

Amendments to IPSAS 33, to update the guidance on classifying financial
instruments on initial adoption of accrual basis IPSAS which were inadvertently

omitted when IPSAS 41 was issued.

(State the impact of the standard to the Hospital if relevant)

e [PSAS 22 Disclosure of Financial Information about the General Government
Sector.

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

e [PSAS 39: Employee Benefits

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

IPSAS.

e IPSAS 29: Financial instruments: Recognition and Measurement

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

IPSAS 41 which is applicable from 1% January 2023.

State the impact of the standard to the Hospital if relevant

IPSAS 43

Applicable 1* January 2025

The standard sets out the principles for the recognition, measurement, presentation,
and disclosure of leases. The objective is to ensure that lessees and lessors provide
relevant information in a manner that faithfully represents those transactions. This

information gives a basis for users of financial statements to assess the effect that
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Annual Report and Amended Financial Statements for The Year Ended 30" June 2022
leases have on the financial position, financial performance and cashflows of an
Hospital.
The new standard requires entities to recognise, measure and present information on
right of use assets and lease liabilities.
State the impact of the standard to the Hospital if relevant

IPSAS 44: Non- | Applicable 1’ January 2025

Current Assets The Standard requires,

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

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

Discontigued assets to cease and:

Operatiohs 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 impact of the standard to the Hospital if relevant
ii. arly adoption of standards
The Hospital did not early — adopt any new or amended standards in the year xx/xx
4. Summary Of Significant Accounting Policies

Revenu
and rec
free fro

asset wi

a) Revehue recognition

) Revenue from non-exchange transactions

Transfers from other Government entities

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

flow to the Hospital and can be measured reliably.
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Notes to the Financial Statements (Continued)

Revenue from exchange transactions
Rendering of services

The Hospital recognizes revenue from rendering of services by reference to the stage of completion when
the outcome of the transaction can be estimated reliably. The stage of 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 of goods is recognized when the significant risks and rewards of ownership have
been transferred to the buyer, usually on delivery
of the goods and when the amount of revenue can be measured reliably, and it is probable that the
economic benefits or service potential associated with the transaction will flow to the Hospital.
Interest income
Interest income 1s accrued using the effective yield method. The effective yield discounts estimated
future cash receipts through the expected life of the financial asset to that asset’s net carrying amount.
The method applies this yield to the principal outstanding to determine interest income for each period.
Dividends
Dividends or similar distributions must be recognized when the shareholder’s or the Hospital’s right to
receive payments is established.

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

basis over the lease terms and included in revenue.

10
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Notes ta the Financial Statements (Continued)

as the appr¢ved budget.

A comparigon of budget and actual amounts, prepared on a comparable basis to the approved budget, is
then presembed in the statement of comparison of budget and actual amounts. In addition to the Basis
difference, 8djustments to amounts in the financial statements are also made for differences in the formats

d classififation schemes adopted for the presentation of the financial statements and the approved
I:dgct. A slatement to reconcile the actual amounts on a comparable basis included in the statement of
cpmparison jof budget and actual amounts and the actuals as per the statement of financial performance

h%s been prdsented under section XVI of these financial statements.

11
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Notes to the Financial Statements (Continued)

¢) 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 of the expense item, as applicable.

» When receivables and payables are stated with the amount of sales tax included. The net amount
of sales tax recoverable from, or payable to, the taxation authority is included as part of

receivables or payables in the statement of financial position.

d) Investment property

Investment properties are measured initially at cost, including transaction costs. The carrying amount
includes the replacement cost of components of an existing investment property at the time that cost is
incurred if the recognition criteria are met and excludes the costs of day-to-day maintenance of an
investment property.

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

of de-recognition. Transfers are made to or from investment property only when there is a change in use.

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 acquisition of the items. When significant
parts of property, plant and equipment are required to be replaced at intervals, the Hospital recognizes
such parts

as individual assets with specific useful lives and depreciates them accordingly. Likewise, when a major
inspection is performed, its cost is recognized in the carrying amount of the plant and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognized
in surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil or

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

12
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Notes ta the Financial Statements (Continued)

f)Leases

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

the leased jtem to the Hospital. Assets held under a finance lease are capitalized at the commencement of

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

nts. The Hospital also recognizes the associated lease liability at the inception of the lease.

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

to initial recognition, lease payments are apportioned between finance charges and reduction
liability so as to achieve a constant rate of interest on the remaining balance of the liability.
Finance chdrges are recognized as finance costs in surplus or deficit.

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

neasonable ertainty that the Hospital will obtain ownership of the asset by the end of the lease term, the

asset is depteciated 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

o

wnership @fl the leased item to the Hospital. Operating lease payments are recognized as an operating

pense in qurplus or deficit on a straight-line basis over the lease term.

2) lntan#ible assets

Intangible] assets acquired separately are initially recognized at cost. The cost of intangible assets
acquired iff 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
accumulat¢d amortization and accumulated impairment losses. Internally generated intangible assets,
excluding apitalized development costs, are not capitalized and expenditure is reflected in surplus or
deficit in the period in which the expenditure is incurred. The useful life of the intangible assets is

fssessed agl either finite or indefinite

13
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h) Research and development costs

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

» The technical feasibility of 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) Financial instruments

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 Hospital determines the classification of its
financial assets at initial recognition.
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. After initial measurement, such financial assets are subsequently
measured at amortized cost using the effective interest method, less impairment. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees or costs that are an
integral part of the effective interest rate. Losses arising from impairment are recognized in the surplus

or deficit.
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he Financial Statements (Continued)

maturity

vative financial assets with fixed or determinable payments and fixed maturities are classified
‘maturity when the Hospital has the positive

and ability to hold it to maturity. After initial measurement, held-to-maturity investments are
at amortized cost using the effective interest method, less impairment. Amortized cost is
d by taking into account any discount or premium on acquisition and fees or costs that are an

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

ent of financial assets

ital assesses at each reporting date whether there is objective evidence that a financial asset or
| of financial assets is impaired. A financial asset or an Hospital of financial assets is deemed
aired if, and only if, there is objective evidence of impairment as a result of one or more
t have occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss
event hag an impact on the estimated future cash flows of the financial asset or the Hospital of financial

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

VY

¢ debtors or an Hospital of debtors are experiencing significant financial difficulty

"I

fault or delinquency in interest or principal payments

TRe probability that debtors will enter bankruptcy or other financial reorganization

v V¥

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

arfears or economic conditions that correlate with defaults)
kl’inancial Aiibilities

Initial rec#gnition and measurement

Financial Babilities within the scope of IPSAS 29 are classified as financial liabilities at fair value
hrough sWplus or deficit or loans and borrowings, as appropriate. The Hospital determines the

tlassificati@n of its financial liabilities at initial recognition.

Il financigl liabilities are recognized initially at fair value and, in the case of loans and borrowings,

lus directly attributable transaction costs.
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Notes to the Financial Statements (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 of the 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:
» 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 of the Hospital.

J) Provisions
Provisions are recognized when the Hospital has a present obligation (legal or constructive) as a result of
a 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 Hospital expects some or all of a provision to be reimbursed, for example, under an insurance
contract, the reimbursement is recognized as a separate asset only when the reimbursement is virtually

certain.
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Notes to|the Financial Statements (Continued)
The expénse relating to any provision is presented in the statement of financial performance net of any

reimbursement.

Continggnt liabilities

The Hospital 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 §r service potential is remote.

Contingént assets

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

wholly

existence|is contingent on the occurrence or non-occurrence of one or more uncertain future events not
\-#thin the control of the Hospital in the notes to the financial statements. Contingent assets are

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

come virtually certain that an inflow of economic benefits or service potential will arise and

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

‘and purpose of reserves
he Hospital creates and maintains reserves in terms of specific requirements. (Hospital to
te the reserves maintained and appropriate policies adopted.)

1) CHanges in accounting policies and estimates

post-empl@yment benefit plans under which an Hospital pays fixed contributions into a separate
Hospital (3 fund), and will have no legal or constructive obligation to pay further contributions if the
fund does hot 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 chargefl against income in the year in which they become payable. Defined benefit plans are post-
employmeft benefit plans other than defined-contribution plans. The defined benefit funds are
actuariallyfvalued tri-annually on the projected unit credit method basis. Deficits identified are recovered

through Iu+p-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.
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Notes to the Financial Statements (Continued)

n) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the date of
the transaction. Trade creditors or debtors denominated in foreign currency are reported at the statement
of financial position reporting date by applying the exchange rate on that date. Exchange differences
arising from the settlement of creditors, or from the reporting of creditors at rates different from those at
which they were initially recorded during the period, are recognized as income or expenses in the period
in which they arise.

o) Borrowing costs

Borrowing costs are capitalized against qualifying 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 Hospital regards a related party as a person or an Hospital with the ability to exert control
individually or jointly, or to exercise significant influence over the Hospital, or vice versa. Members of
key management are regarded as related parties and comprise the directors, the CEO/principal and
senior managers.

q) Service concession arrangements

The Hospital 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 Hospital recognizes that asset when, and only when, it
controls or regulates the services. The operator must provide together with the asset, to whom it must
provide them, and at what price. In the case of assets other than ’whole-of-life’ assets, it controls,
through ownership, beneficial entitlement or otherwise — any significant residual interest in the asset at
the end of the arrangement. Any assets so recognized are measured at their fair value. To the extent that
an asset has been recognized, the Hospital also recognizes a corresponding liability, adjusted by a cash

consideration paid or received.
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Notes to{the Financial Statements (Continued)

balancesfinclude amounts held at the Central Bank of Kenya and at various commercial banks at the end
of the figancial 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 purrendered or accounted for at the end of the financial year.

s) Coniparative figures

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

5. Significant Judgments and Sources of Estimation Uncertainty

make ju nts, 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,juncertainty about these assumptions and estimates could result in outcomes that require a

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

Estimates and assumptions

The key dssumptions 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 Hospital based its
assumptior and estimates on parameters available when the consolidated financial statements were
prepared. Mowever, existing circumstances and assumptions about future developments may change due

to market jchanges or circumstances arising beyond the control of the Hospital. Such changes are

reflected i the assumptions when they occur.( IPSAS 1.140)
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Notes to the Financial Statements (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:
» The condition of the asset based on the assessment of experts employed by the Hospital.
» The nature of the asset, its susceptibility and adaptability to changes in technology and
processes.
»  The nature of the processes in which the asset is deployed.
»  Availability of funding to replace the asset.
» Changes in the market in relation to the asset.

Provisions

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

Additional disclosure of these estimates of provisions is included in No

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, provisions of obsolete

stocks and how management estimates these provisions)
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6. Transfers from The County Government
Name Amount Amount Amount Total grant Total
Hospita recognized to deferred | recognised in | income during 2021/22
sending Statement of under capital fund. the year
grant financial deferred
performance income
‘ S o KShs KShs KShs
BometCaunty
Governmgnt 7,670,000 2,376,000 0 10,046,000 -
Total TSI%e08 2,376,000 0 1,046,000 -
7. Cash Bal b/f
Descrip 2021/22 2020/21
fved KShs KShs
Balance dnspent at beginning of year
Current AJC (KCB) 466,109
8.  Reéndering of Services-Medical Service Income
Descripti 2021/22 2020/21
KShs KShs
Revenue ffom NHIF 5,398,645
Cash Colldctions-pay Bill 389,428
Total 5,788,073
9.  Madical/ Clinical Costs Ledgers
escripti 2021/22 2020/21
KShs KShs
[_aboratoryjchemicals and reagents 102,500
| Lo e 22 O SIS | .. S SRS
Dressing agd Non-Pharmaceuticals 713,150
Pharmacetiical supplies 291,850
Health inf(}mation stationery 85,500
Sanitary ar]i cleansing Materials 277,650
QOther medigal related clinical costs (Transfers to dispensaries) 0
Total 2,088,285
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10. Employee Costs

Description 2021/22 2020/21
KShs KShs
| Salaasy Wagen EpCalowRtosy L0
Employee costs 2,546,656 i
11. Repairs And Maintenance
Description 2021/22 2020/21
KShs KShs
g Bildagy S — —
Total 1,256,759
12.  Grants And Subsidies / Transfers
Description 2021/22 2020/21
KShs KShs
Transfers to satellite Dispensaries - Kitala 420,000
Transfer to CG Collection A/C 5,788073
Total 6,208,073
13. General Expenses
Description 2021/22
KShs
Catering expenses 70,500
Bank charges 4,039
Hememiape .
Travel and accommodation allowance 784,100
Printing and stationery 176,930
Refined fuels and lubricants 333,500
Total 1,608,406
14. Cash And Cash Equivalents
Description 2021/22
KShs
Current account KCB 1108430333 316,942.50
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Current Account Family Bank 084000024564 4.107
Total 321,049.5
15. Receivables from Non exchange Transactions
Description. 2021/22 2020721
1 | KShs KShs
Transfer§ from County Government 2,376,000
Total | 2,376,000
16. Receivables from exchange Transactions
Descri § 2021/22 2020/21
| 1! KShs KShs
Linda Mdma 1,153,600
Total 1,153,600
17. Trade and other payables
Description 2021/22 2020/21
| KShs KShs
Food and|Ration 301,715
Dressingklild Non-Pharmaceuticals 160,185
Health ir]urmation stationery 33,000
Sanitary dnd cleansing Materials 4dso |
Transfer ]oiCG Collection A/C 1,258,540
Salaries, fvages, and allowances 360,243
Medical ]quipment 60,100
Office eqpipment 22,000
Computess and accessories 49,100
Maintcn*ée of civil works 87,060
Telepho& ‘ 40,000
Bank chafges 1,065
Electricity expenses - B 79,000 7
ﬁ'{}'_alns_fer !Kitgl_a} - 84,000 -
Printing 41_}1 stationery 38,000
Refined fgels and lubricants 103,100
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Total 2,718,558
18. Inventories
Description 2021/22 2020/21
KShs KShs
Pharmaceutical supplies 1,714,290.78
Total 1,714,290.78
19. Property, Plant and Equipment
Y Buildings Equipment and
Description and Civil Plant Tea Bushes furniture Total
works
Shs Shs Shs Shs
ih
’2‘(;232" June | 5 145,000 | 30,000,000 | 180,000 | 73350 S1,974.860 | g 193,210
87,193,210
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20. Financial Risk Management

The Hospital’s activities expose it to a variety of financial risks including credit and liquidity risks and effects of changes in foreign currency. The
company’s overall risk management programme focuses on the unpredictability of changes in the business environment and seeks to minimise the
potential adverse effect 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 Hospital’s financial risk management objectives and policies are detailed below:

(i) Credit risk

The Hospital has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when due. Credit risk arises from
cash and cash equivalents, and deposits with banks, as well as trade and other receivables and available-for-sale financial investments. Management
assesses the credit quality of each customer, taking into account its financial position, past experience and other factors. 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 management based on prior experience and their assessment of the current
economic environment. The carrying amount of financial assets recorded in the financial statements representing the Hospital’s maximum exposure to

credit risk without taking account of the value of any collateral obtained is made up as follows:
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Description Total amount Fully performing Past due Impaired
Kshs Kshs Kshs Kshs

At 30 June 2021

Bank balances 466,106

Total 466,106

At30 June2022

Receivables from exchange transactions -NHIF 1,153,600

?::g;f:il;:of;oglouﬁ;m ;);Ehange transactions 1.584.000

Bank balances 332,443

Total 3,070,043

(NB: The totals column should tie to the individual elements of credit risk disclosed in the Hospital’s statement of financial position)

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

is minimal and the allowance for uncollectible amounts that the company has recognised in the financial statements is considered adequate to cover

any potentially irrecoverable amounts. The Hospital has significant concentration of credit risk on amounts due from NHIF and County Government
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The board of management sets the company’s credit policies and objectives and lays down parameters within which the various aspects of credit risk
management are operated.
(ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the hospital’s board of management who have built an appropriate liquidity risk
management framework for the management of the Hospital’s short, medium and long-term funding and liquidity management requirements. The
Hospital manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the company under non-derivative financial liabilities by their remaining contractual maturities at
the reporting date. The amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their

carrying balances, as the impact of discounting is not significant.
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Less than 1 month Between 1-3 months | Over 5 months Total
0
Kshs Kshs Kshs Kshs
At 30 June 20xx
Total
At 30 June 20xx
Trade payables 2,718,558
Total
(iii) Market risk

The hospital has put in place an internal audit function to assist it in assessing the risk faced by the Hospital 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 Hospital’s income or the value of its holding of financial instruments.

The objective of market risk management is to manage and control market risk exposures within acceptable parameters, while optimising the

return. Overall responsibility for managing market risk rests with the Audit and Risk Management Committee.
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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 Hospital’s

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

a) Foreign currency risk

The Hospital has transactional currency exposures. Such exposure arises through purchases of goods and services that are done in currencies other

than the local currency. Invoices denominated in foreign currencies are paid after 30 days from the date of the invoice and conversion at the time of

payment is done using the prevailing exchange rate. The carrying amount of the Hospital’s foreign currency denominated monetary assets and

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

KShs

Other currencies

Total

Kshs

Kshs

Kshs

At 30 June 20xx

Financial assets (investments, cash, debtors)

Liabilities

Trade and other payables

Borrowings

Net foreign currency asset/(liability)

The Hospital 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.

KShs

Other currencies

Total

= 25
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Financial assets (investments, cash, debtors)

Liabilities

Trade and other payables

Borrowings

Net foreign currency asset/(liability)
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21. Related Party Balances
Nature of related party relationships

Entities and other parties related to the Hospital include those parties who have the ability to exercise control or exercise significant influence
over its operating and 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 Hospital, holding 100% of the Hospital's equity interest. The Government of Kenya has

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

1) Board of directors;

During the period the term for Board of Management lapsed and since then no new members have been appointed.

Description 2021/22 2020/21
Kshs Kshs
Transactions with related parties 1‘
a)
b) Services offered to related parties ‘
Services to walk in patients ‘ 389,428
Sales of services to NHIF Patients ‘ 5,398,645
Total ! 5,788,073




Cheptalal Sub County Hospital
(Bomet County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2022

Grants from County Government 7,760,000

Grants from the National Government Entities

Donations in kind

Total 13,924,182
d) Expenses incurred on behalf of related party

Pay;éhts of salaries and wages for employees ] 2;5—46,656—7“

Payments for goods and services for 11,161,523

Total | 13,708,179
e) Key management compensation

Directors’ emoluments 1 0

Total 13,708,179
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