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1. Acronyms & Glossary of Terms

Provide a llst ofall acronyms and glossary oftenns used in the preparation ofthis report e.g.

CSR Colporate Social Responsibility

OSHA Occupational Health & Safety Act

PFMA Public Financial Management Act

MED SUP Medical Superintendent

Fiduciary Management Key management personnel who have financial responsibility in the

Kanyangi level 4 hospital.



Kanyongi level 4 hospital (Kitui Couny Government)
Annual Report and Financial Statementsfitr The Year Ended 3Uh June 2024

2. Key Kanyangi level 4 hospital lnformation and Management

(a) Background information
Kanyangi Level IV Hospital is a gazetted public health facility by the ministry of health, Kenya
Master Health Facility Registry number l2 I 84. The Hospital is domiciled in Kitui County under
the County ministry of Health and Sanitation. The hospital is governed by a Board of Management
comprising of nine members drawn from different professional background. The hospital is in
Kitui Rural Sub County and it is the only level IV hospital in the sub county. The hospital had a
OPDworkloadof 14,343 forthefinancial 202312024. Thehospitalhasabedcapacityof 30beds.

(b) Principa! Activities
Thc principlc activity of the hospital is to offcr quality healthcare services to the people of all walks of lifc.
Yision: An efficient quality healthcare system that is accessible, equitable and affordable to all Kenyans.
Mission: To inspire hope and contribute to health and wellbeing by providing the best care to every patient
through integrated clinical practice education and research.

Core values: lntegrity, Professionalism, Team Work, Accountability, Responsiveness.

(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 (spectJy)

(d) Fiduciary Management
The key management personnel who held office during the financial year ended 30'h June

2024 and who had direct fiduciary responsibility were:

(e) Fiduciary Oversight Arrangements

Clinical Research and Standards Committee
Audit committee
Risk Committee
County Assembly
Parliamentary committees
Other oversight committees

I CECM-County Treasury Pctcr Kilonzo

2 CECM-Hcalth and Sanitation Ruth Koki

Chief Officer- County Treasury John Kimwele

Benson Musyoka4 Chief Officer-Health and Sanitation

5 Medical Superintendent Dr. Martin Nkulet

l
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Kanyangi level 4 hospital (Kitui Counly Government)
Annual Report and Financial Statementsfor The Year Ended 30h June 2024

Key Information and Management
(f) Entity Headquarters

P.O. Box'147-90200
Kanyangi Level IV Hospital
Kanyangi, Kitui

(g) Entity Contacts

Tclcphonc: 0'l 551 557 53

E-mai I : mcdsupkanyangihospital@gmai l.com
Websitc: www.kitui.qo.ke

(h) Entitv Bankers

National Bank
Kitui Branch
P. O. Box 166- 90200
Kitui, Kcnya

(i) Independent Auditors

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

CI) Principal Legal Adviser

The Attorney General
Statc Law Officc
Harambee Avenuc
P.O. Box 401l2
City Square 00200
Nairobi, Kenya

(k) County Attorney

P.O. Box 33-90200
Kitui, Kenya

lv
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3. The Board of Management

I Solomon Nzuki Ndonyc Chairpcrson

2 Dr. Martin Nlrulet Mcdical Supcrintcndent/Secretary

3 Sarnucl Wambua Kitui Rural Sub County Administrator

4 David Kaviti Rcprcscntative, Profcssional Groups

5 Ann Kalunda Kyale Representative, Women Groups

('r Bernad Nyamai Representative, Faith Based Organizations

7 Maureen Tabitha Representative, NYC

Maurice Mbevo Representative, PLWDsti
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4. Key Management Team
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The

level 4 hospital (Kitui County Government)
and h-inandal Statements The Year Ended 30h June 2024

5. Chairman's Statement

of management was not in place during the closure of the year as their appointment was

Octo
in the 2nd quarter of the fiscal year 202312024 under the gazette notice number I 3 546 dated 6th

2023.

Name

Chairman to the Board
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Annual Report and Financial Statementsfor The Year Ended 30h June 2024

6. Report of The Medical Superintendent

Kanyangi Sub County Hospital was established by Community members early in the 1970's as a

dispensary. It was upgraded to a level IV Hospital in the year 2006. It is located along Kwa Yonza-
Ikutha road at Kanyangi Market about 60 kilometers from Kitui town. The Hospital is in Kanyangi
Location, Kanyangi Division, Lower Yatta Sub County, Kitui Rural Sub County, Kitui County. It was
started with the aim of taking health care services close to the people. The hospital lives to promote
community health and create conducive working environment for staffs and clients.
Thehospitalhasacurrentcatchmentpopulationof l30l0of which 6726femaleand6284 male. Itserves
several primary, secondary school and police stations located within the same location.
Several projects and activities were done during the period under review with the help of The County
Govemment of Kitui and partners. Through The County Government of Kitui, the theater is fully
rcnovatcd and is ready for operation same to thc hospital X-ray room. Similarly, the hospital has
managed to construct a scptic tank for staff quartcr which is fully functional. Finally, sccurity has bccn
enhanccd with the chain link fctch with proper gatcs in place. Furthcrmorc, in partncrship with World
Vision, the facility has managcd to construct two pit latrincs for male and fcmale respcctivcly each with
four doors. As if this is not cnough, World Vision. has continuously supportcd the facility with monthly
data rcview and community cmpowcrrncnt through our CHPs especially for MCH and Immunization
seryices.
Under the same year of review, we recognize the effort of CMMB partner who have managed to install
and implement telemedicine which is playing a key role in continuous medical education for staffs to
remain updated in management of patients. We also recognize Ciheb as one of the greatest partners for
installation and supporting the facility to manage patients at CCC clinic online thus minimizing the
bulkiness of paper work.
The hospital has faced various challenges under the said period of review. To begin with, the hospital is
understaffed and it lacks some critical infrastructures such as dental unit, optical unit, imaging services,
kitchen, stand-alone MCH, drug store, physiotherapy, occupational therapy room as well as an
incinerator. The facility also lacks a stand by generator as a source for power backup.
The hospital as well is not adequately funded to smoothly carry out the services owing to the high cost of
living as a result ofinflation and also being the only level IV hospital in the sub County it shoulders the
responsibility of running the sub County.
We look forward to more support from The National Government, The County Government of Kitui, our
partners and well-wishers including Non-governmental organizations in realization of the facility mission
an

Ki
d vision as a Lcv
tui Counry

ll as thc bcst rcfcrral hospital in cntire kitui Rural Sub County andI B llra
arCAtS NyU PE R lN IEiJI ,,4\
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Secretary to the Board
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7. Statement of Performance Against Predetermined Objectives
Section 164 Subsection 2 (f) of the Public Finance Management Act,2012 requires the accounting

offrcer to include in the financial statement, a statement of the County Govemment entity's performance

against predetermined obj ectives.

Kanyangi sub county hospital (KSCH) has 3 strategic pillars/ themes/issues and objectives within the

current Strategic Plan for the FY 2023- FY 2024. These strategic pillars/ themes/ issues arc as follows;

Pillar /theme/issue l: Revenue increase.

Pillar/theme/issue 2: Increase customer satisfactory.

Pillar/themc/issue 3:Enhancc institutional capacity.

KSCH develops its annual work plans based on the above 3 pillars/Themes/Issues. Assessment of the

Board's performancc against its annual work plan is done on a quarterly basis. The KSCH achievcd is

performance targets set for the FY 202312024 period for its 3 strategic pillars, as indicated in the diagram

below:
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8. Corporate Governance Statement
Corporate governance is the process and structure used to direct and manage business affairs of the facilify
torward enhancing prosperity and corporate accounting with the ultimate objective of realizing
stakeholders long term value.
The facility conduct its operation in accordance with the principle of good corporate govemance.

Membership/Board of Directors.
The total membership of thc committee is Nine (9) members who wcre nominated by thc County Exccutivc
Committec Mcmbcr for Health and Sanitation and forwarded to the Governor, Kitui County for approval.
The rolc of chairperson and Chief Exccutivc Officer are segregated.Medsup who is in chargc of day to day
running ofbusincss of the facility, a non cxecutive director act as a chainnan ofthe board.

The committee consists of: -
l. The chairperson Mr Solomon Nzuki Ndonye who was nominated by the County Executive

Committee Member for Health and Sanitation and approved by the Govemor Kirui County
2. The secretary to the committee Dr. Martin Nkulet who is the Medical superintendent of the hospital
3. Thc Sub-County Administrator Mr Samuel Wambua
4. The Business community rcpresentative Mr David Kithunga
5. Reprcscntativc of profcssional groups Mr David Kaviti
6. Reprcscntative of womens groups- Ann Kalunda Kyale
7. Reprcsentative of Faith based organisations- Mr. Bernard Nyamai
8. Reprcsentativc of Youth through the National Youth council -Maureen Tabitha
9. Representative of people living with disability - Mr. Maurice Mbevo

Succession
The succession to the facility health management committee is as follows: -
A member of the committee, apart from the Secretary, shall hold office for a period of three years and shall
be eligible for re- appointment for one further term based on the performance.

Funds of the Committee
The Hospital Management Committee shall manage all the hospital funds which consist of:

o Monies appropriatcd by the County Assembly;
o Grants or donations
o Monies received as user charges
o Income generated from the proceeds of the services
. Any other monies5

xlll
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Meetings of the Committee
(a) The committee shall meet at least four times a year and shall maintain records for its

deliberations and shall further allow room for emergency meetings in case of outbreaks or
disasters.

(b) The quorum for the meeting of the committee shall be five of all the members including the
secretary.

(c) The secretary shall maintain records for all committee deliberations.
(d) Thc Committcc shall, not later than twcnty-eight (28) days after a mecting, submit copics of thc

minutes and reports of that mceting to the County Executivc Committee Mcmbcr and the
committce mcmbcrs.

(e) A mccting of a committee shall bc held at the hospital in respcct of which thc committce is
cstablishcd.

(i) The County Executive Committee Member rnay attend any meeting of a committee, provided
the area members of the county assembly in the sub-county where the hospital is situated shall
be at liberty to attend any meetings of the committee in furtherance of their oversight role.

Functions of the Hospital Management Committee
The committcc shall -

(a) Supervisc and control the administration of thc funds allocated to Kanyangi hospital
(b) Thc hospital managcmcnt committcc shall through minutes rcquest for thc authority to opcn and

operatc a bank account from the County Executivc Committee Membcr
(c) Prcparc spccific hospital work plans based on the cstimatcd cxpenditurc and drugs stocking lcvcls

bascd on usagc.
(d) Cause to be kept basic books ofaccounts
(e) Cause to be kept records of accounts of income, expenditure, assets and liabilities of the hospital.
(f) Prepare and submit to the Chief officer in the department of health and sanitation certified periodical

financial and performance reports as prescribed
(g) Cause to be kept a permanent record of all its deliberations
(h) Ensure planning that is consistent with the National and County Government policies, laws and

regulations.
(i) Review and approve all hospital plans including but not limited to development plans, service

delivery plans and activities plans
() Provide oversight to the hospital
(k) Approvc and authorise hospital budgets and cxpenditure.

Core responsibilities of the Kanyangi sub county hospital Management Committee
Thc rcsponsibilitics of thc committcc arc outlined as follows: -
(a) Oversecing hospital perlormancc improvcment
(b) Participating in planning for the hospital
(c) Mobilising resources for hospital improvement
(d) Overseeing the financial operations of the hospital
(e) Ensuring development ofhuman resources
(l) Ensuring compliance with environmental regulations and standards
(g) Enhancing rclationships and partncrships
(h) Mitigating potential conflict of interest
(i) Risk management

x t\/
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() Regulatory conrpliance

Vacation of office and renumeration of the committee members.
A member of the Committee shall cease to hold office: -

(a) if a member is absent from three consecutive meetings of the committee without permission from
the chairperson

(b) in the case of a member of a public benefits organization, the member ceases to hold the office by
virtue of which his or her nomination was made

(c) a member is convicted of a criminal offbnse and sentenced to a tcrm of imprisonment of six months
or morc or a fine exceeding onc hundred thousand Kcnya shillings

(d) a member ceases to reside or practice in the area of hospital jurisdiction
(e) a member voluntarily resigns in writing from the committee formally
(f) a member is found to be unfit to hold the position on medical grounds
(g) a member dies
(h) a member is involved in an act resulting to conflict of interest with the position held by the member
(i) a member is guilty of gross misbehaviour or misconduct
(l) a member is found to' be incompetent to hold the position
(k) a membcr is convicted of an offcnce involving dishonesty or fraud
(l) a membcr is adjudged bankrupt or enters into a composition scheme of arrangement with his or her

creditors or
(m)a genuinc petition from the public is lodged against the member.

Renumeration: -
The members remuneration shall be determined by the Salaries and Remuneration Commission

Relationship between the Hospital Management team and Hospital Management Committee
(l ) The Hospital Management committee shall notify the hospital management team of all its meetings and

ensure that the minutes and plans of every meeting are supplied to the hospital management team within
seven (7) days of its meetings.
(2) The hospital management team shall ensure that the minutes received under this section are forwarded
to the Chief officer in the county ministry of health and sanitation who shall in tum brief the County
Executive Committee member on the minutes and plans.

xv
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9. Management Discussion and Analysis
The tollowing is a brief outline of management discussion and analysis: -

ClinicaUoperational performance
Kanyangi Sub County Hospital being geographically centrally located within Kitui Rural receives
patients from Kanyangi Ward and its environment
The Maternity ward has an l8-bed capacity while the inpatient rooms are l8 bed capacity
The facility also has a I -bed accident and emergency room uscd for casualty paticnts.
Thc hospital had an OPD workload of 14,343 for thc financial 2023/2024.

SPECIALISED CLINIC ATTENDANCE
The following line graphs show the special clinics attendance for year ended June 2024 including Medical
outpatient clinic (MOPC), Comprehensive care clinic (CCC) for HIV patients and Tuberculosis (TB) clinic.

There is a significant drop in MOPC clients towards the end of the fourth quarter which can be explained
by lack of an insurance scheme and hard economic conditions and low income for the patients and thus
could not access health care since the patients did not have any other form of health insurance to cover
for their care.
Notes
The surgical theatre is not operational and currently houscs the facility Laboratory, CCC clinic, Kitchcn
and Food store. In this regard only, minor operations under local anaesthesia are performed within the
facility.
The facility also partnered with World Vision for the construction of two toilcts in this financial ycar.

Financial performance that includes
Revenue is collected as service fees for the health care services administered to the patients
The revenue streams included NHIF and via MPESA to the Kitui County Govemment Paybill number
8r58r5.
Thc Major rcvenuc source for the facility are the funds that are disburscd from the County govcrnmcnt in
the form of FIF (facility improvcmcnt funds)

The following tablc is a summary of thc rcvenue collection for the period ending 30th JUNE 2024. A
much more detailcd outline of the samc is highlighted in a later scction of this statemcnt.

Below is a consolidated summary of income and expenditure for the last 2 financial years

FINANCIAI, YEAR 2022t2023 2023t2$21
Kshs. Kshs.

Incomc 5,826,2t6.45 5, t 17,20u

Income From Rendering Services 3,587,470 6.001,661

Expenditure 9,447,750 9,942,812
Dift-erence (34.073.ss) I .l 78,059

xvt
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The funds were mainly used to run the day-to-day activities of the faciliry including Food and ration,
Cleaning materials, Casual wages, Locums, Daily subsistence allowances, Records materials, Water and
Sewerage, Electricity, Fuels, Station Maintenance among others.
The summary breakdown is as follows;

Employee cost Kes.840,300.00 _l 6.42"h
Medical cost Kesl,l33..l7O - 22.33Yo
Repair and Maintenance Kes 633,080 -

lCo . 2,514,,369 4 9\cAL :
. COUNTY
U 

pERl N rftl/

747 - 90

1n JAil625
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Name

Secretary to the Board

M+-/^-rA (

xvl t

&-A



Konyangi level 4 hospital (Kitui Countt, Government)
Annual Report and Financial Statementsfor The Year Ended 3dh June 2024

10. Environmental And Sustainability Reporting

Kanyangi Sub-County Hospital exists to transform lives. It's what guides us to deliver our strategy,

putting the welfare of the patient first in delivering health services. Below is an outline of the

organisation's policies and activities that promote sustainability.

i) Sustainability strategy and profile

The hospital has planted trees in the hospitals compound to improve environmental sustainability

of the region

ii) Environmental performance

The area around the hospital receives fair amount of rainfall.

iii) Employee welfare

The hospital operates as per the set Human Resource Policies borne by the Counry and International

levels.

Vii.Market place practices-

The following can be stated in relation to Kanyangi Sub County Hospital:

a) Responsible competition practice.

The organization is in existence to provide medical health services to the communiry and

within the Sub County with no motive of making profits.

b) Responsible Supply chain and supplicr relations

Thc hospital is cquippcd with expericnccd supply chain staff who coordinatcs with reliablc

supplicrs to bring good and offer scrviccs as pcr the contracts given and prcparc documents

for payment processing.

c) Responsible marketing and advertisement

No advertisements arc done but thc hospital maintains good customer carc scrviccs

d) Product stewardship

Mcchanisms are put in place to makc surc the serviccs arc offered by thc faciliry in an

effective and efficient manner.

iv) Corporate Social Responsibility / Communify Engagements

Since the Covid 19 hit the country and also due to inadequate funding by the county

government the Hospital minimized its CSR activities due to its effects and on the verge to

continue with the engagement with the community.

I
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8

I l. Report of The Board of Management

The Board members submit their report together with the Audited Financial Statements for the year
ended June 30, 2024, which show the state of the hospital'.s affairs.

Principal activities

The principal activities ofthe Kanyangi level 4 hospital are to provide quality healthcare services

Results

The results ofthe Kanyangi level 4 hospital for the year ended June 30 2024 are set out on pages I to

Board of Management

The mcmbers of the Board who scrvcd for part of the year are shown on page vi. During the ycar,2024
there was no appointment donc to recruit new board.Their appointment was revoked as per gazcttc
notice number 13546 dated 6m October 2023.

Auditors

The Auditor General is responsible for the statutory audit of the Kanyangi level 4 hospital in
accordance with Article 229 of the Constitution of Kenya and the Public Audit Act 201 5.

By Order of the Board
- COUNTY g
UPERINTENd

!.,lztzi
I

x.'0 Box 74'1

?-
Secretary to the Board

AlrcrLcTNam
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Section 164 of the Public Finance Management Act,2012 the Board of Management to prepare
financial statements in respect of that Kanyangi level 4 hospital, which give a true and fair view of the
state ofaffairs ofthe Kanyangi level 4 hospital atthe end ofthe financial yearlperiod and the operating
results of the Kanyangi level 4 hospital for that yearlperiod. The Board of Management is also required
to ensure that the Kanltangi level 4 ho.spital keeps proper accounting records which disclose with
rcasonablc accuracy thc financial position of the Kanyangi level 4 ho.spilal. The council mcmbcrs arc
also responsible for safcguarding thc assets of the Kanyangi level 4 hospital.

Thc Board of Managcmcnt is rcsponsible for thc preparation and prcsentation of the Kanyangi level 4
hospital's lrnancial statcmcnls, which givc a tnrc and fair vicw of the statc of affairs of thc Kanyangi
level 4 hospital for and as at the end of the financial year (period) ended on June 30, 2024. This
responsibility includes: (i) maintaining adequate financial management arrangements and ensuring that
these continue to be effective throughout the reporting period, (ii) maintaining proper accounting
records, which disclose with reasonable accuracy at any time the financial position of the Kanyangi
level 4 hospital, (iii) designing, implementing and maintaining internal controls relevant to the
prcparation and fair prcsentation of the financial statemenls, and ensuring that they arc frcc fiom
matcrial misstatements, whcthcr duc to error or fraud, (iv) safcguarding the assets of lhc Karyangi
level 4 hospital; (v) selecting and applying appropriatc accounting policies, and (vi) making accounting
cstimates that are reasonablc in thc circumstances.

Thc Board of Management accepts responsibility for the Kanyangi level 4 hospital's frnancial statcments,
which have been prepared using appropriate accounting policies supported by reasonable and prudent
judgements and estimates, in conformity with International Public Sector Accounting Standards flPSAS),
and in the manner required by the PFM Act,2012 'artd (- entities should quote applicable legislatktn as
indicated under). The Board members are of the opinion that the Kanltangi level 4 hospitalis financial
statements give a ffue and fair view of the state of Kanyangi level 4 hospital's transactions during the
financial year anded June 30, 2024, and of the Kanyangi level 4 hospital's financial position as at that
date. The Board members further confirm the completeness of the accounting records maintained for the
Kanyangi level 4 hospital, which have been relied upon in the preparation of the Kanyangi level 4
hospital's financial statements as well as the adequacy of the systems of internal financial control.

Nothing has come to the attcntion of the Board of managemcnt to indicate that the Kanyangi level 4
hospital will not remain a going concern for at least the next twelve months from the date of this
statement.

Approval of the financial statements usS
lr st

ri.-
. .5r.

u o,, Krlr?)t "r<The Hospital's financial statements were appro
its bchalf by:

Name:
Chairperson
Board of Management

Boar

JAiI

oun ng Officer

and signed on

,a(l(lce-T

I
*
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REPORT OF THE AUDITOR.GENERAL ON KANYANGI LEVEL 4 HOSPITAL FOR
THE YEAR ENDED 30 JUNE, 2024- COUNTY GOVERNMENT OF KITUI

PREAMBLE

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

A. Report on 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 the 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 the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

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, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnternal Controls, Risk
Management and Governance.

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kanyangi Level 4 Hospital -
County Government of Kitui set out on pages 22 to 59, which comprise of the statement
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of financial position as at 30 June, 2024 and the statement of financial performance,
statement of changes in net assets, statement of cash flows and statement of comparison
of budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.
I have obtained all the information and explanations which to the best of my knowledge
and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kanyangi Level4 Hospital- County Government of Kitui
as at 30 June,2024 and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and comply with the Public Finance Management Act, 2012, lhe County
Governments Act, 2012, and the Health Acl,2017.

Basis for Qualified Opinion

1. lnaccuracies in the Financial Statements

Review of the financial statements revealed that various amounts reflected in the
statement of financial performance differed with those reflected in the statement of cash
flows as detailed below;

Further, the statement of financial performance reflects refunds to the county government
of Kshs.4,636,992 as disclosed in Note 14 to the financial statements. However, the
corresponding Note 14 to the financial statements was omitted from the financial
statements. ln addition, the statement of cash flows reflects capital fund opening balance
of Kshs.3,678,076 which differ from the nil balance reflected in the year under review.
The resultant variance of Kshs.3,678,076 was not explained.

ln the circumstances, the accuracy of the financial statements could not be confirmed.
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Item Description Amount as per
Statement of

Financial
Performance

(Kshs.)

Amount as per
Statement of
Cash FIows

(Kshs.)
Variance

(Kshs.)
Rendering
services-medical
service income

of 5,818,762 4,622,162 1 ,196,600

Medical/clinical costs 1,133,170 1,268,570 (135,400)
Repairs
maintenance

and 633,080 686,080 (53,000)

General expenses 2,514,369 2,767,939 (253,570)



2. Unsupported Cash and Cash Equivalents

The statement of financial position reflects a balance of Kshs.13,720 in respect of cash
and cash equivalents which, as disclosed in Note 15 to the financial statements,
comprised of bank balances of Kshs.13,440 and Kshs.280. However, the bank balance
of Kshs.280 was not supported with a cash book and bank reconciliation statement.

ln the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.13,720 could not be confirmed.

3. Non-Disclosure of Property, Plant and Equipment

The statement of financial position refiects a nil balance under property, plant and
equipment. However, review of Hospital records and physical verification revealed that
the Hospital had various assets including land, buildings, motor vehicles, furniture,
computers and equipment which were not disclosed in the financial statements. Further,
the ownership documents for land were not provided for audit.

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

4. Non-Disclosure of Employee Gosts Paid by the County Government

The statement of financial performance reflects an expenditure of Kshs.840,300 in

respect of employee costs as disclosed in Note 10 to the financial statements. The
Hospital received services from thirteen (13) medical staff employed and paid by the
County Government. However, the expenditure was not disclosed in the financial
statements and the payroll was not provided for audit verification.

ln the circumstances, the accuracy and completeness of employee costs of
Kshs.840,300 could not be confirmed.

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

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in

the Basis for Qualified Opinion section of my report, I have determined that there are no
other key audit matters to communicate.
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Other Matter

Unresolved Prior Year Audit Matters

ln the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources and Report on and Effectiveness of lnternal Controls, Risk Management and
Governance. However, the issues remained unresolved as at 30 June, 2024 contrary to
Section 149 (2) (1) of Public Finance Managemenl Ac|,2012 which require Accounting
Officers designated for County Government entities to try to resolve any issues resulting
from an audit that remain outstanding.

Other lnformation

The Board of Directors are responsible for the other information set out on page iii to xx
which comprise of Key Entity lnformation and Management, The Board of Directors, Key
Management Team, Chairman's Statement, Report of the Report of the Medical
Superintendent, Statement of Performance Against Predetermined Objectives, Corporate
Governance Statement, Management Discussion and Analysis, Environmental and
Sustainability Reporting, Report of the Board of Management, Statement of Board of
Management Responsibilities. The Other lnformation does not include the financial
statements and my audit report thereon.

ln connection with my audit on the Kanyangi Level 4 Hospital - County Government of
Kitui financial statements, my responsibility is to read the other information and in doing
so, consider whether the other information is materially inconsistent with the financial
statements or my knowledge obtained in the audit or otherwise appears to be materially
misstated. lf based on the work I have performed, I conclude that there is a material
misstatement of this Other lnformation, I am required to report that fact. ln my opinion, I

confirm that the other information is not materially inconsistent with the financial
statements.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Long Outstanding Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.1 ,720,877 as disclosed in Note 20 to the financial statements. However, included in
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the balance are trade payables amounting to Kshs.795,977 which had been outstanding
for more than one (1) year. This was contrary to Section 53 (8) of the Public Procurement
and Asset DisposalAct, 2015 which states that an Accounting Officer shall not commence
any procurement proceedings until satisfied that sufficient funds to meet the obligations
of the resulting contract(s) are reflected in approved budget estimates.

ln the circumstances, Management was in breach of the law and there is risk loss of public
funds through litigations, interests and penalties.

2. Deficiencies in Implementation of Universal Health Coverage

ln addition, the hospital lacked the necessary equipment and machines outlined in the
Health Policy Guidelines as detailed below;
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Staff Requirements
Level
Standard

4 Number in
Hospital

Variance/
Staff

Deficit

Percentage
(Deficit
versus

Standard)
otto

Medicalofficers 16 2 14 87

Anesthesiologists 2 0 2 0

General surgeons 2 0 2 0

Gynaecologists 2 0 2 0

Paediatrics 2 0 2 0

Radiologists 2 0 2 0

Kenya Registered Community
Health Nurses

75 11 64 85

Total 101 88 87

Service

Level4 Hospital
Minimum

Requirements

Actuals in
the Hospital

Variance/
Deficit

Percentage
Deficit

(Yo)

Beds 150 28 122 81

Resuscitative (2 in Labor
and 1 in Theatre)

2 0

2

2 100

New-born Unit lncubators 5 3 60

Review of Hospital records and interviews on verification of services offered, equipment
used and medical specialists in the Hospital at the time of audit revealed that the Hospital
did not meet the requirements of Kenya Quality Model for Health Policy Guidelines due
to staff deficits of eighty-eight (88) employees or 87o/o of the authorized establishment as
detailed below:
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Service

Level4 Hospital
Minimum

Requirements

Variance/
Deficit

Percentage
Deficit
(%)

New- born Unit Cots 5 0 5 100

Functional ICU Beds 6 0 100

High Dependency Unit
(HDU)
Beds

6 0 6 100

Renal Unit with at least 5
Dialysis Machines

5 0 100

Two Functional operational
theatres - Maternity and
General

2 0 2 100

Further, audit verification of the theatre renovation by the County Government of Kitui
revealed that it was not equipped, the switch box in the recovery room was unplastered,
and the door frame was damaged due to termite infestation. ln addition, a section of the
recovery room was incomplete, with a leaking roof. These deficiencies contravene the
First Schedule of Health Act, 2017 and imply that accessing the highest attainable
standard of health, which includes the right to health care services, including
reproductive health care as required by Article 43(1) of the Constitution of Kenya, 2010
may not be achieved.

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

3. Failure to Register the Pharmacy with the Pharmacy and Poisons Board

Physical verification of the Hospital revealed that, the Hospital pharmacy is not registered
with the Pharmacy and Poisons Board (PPB). This was contrary to Section 23(1) of
Pharmacy and Poisons AcL,2012 ( Revised 2015) which states that it shall not be laMul
for any person to carry on the business of a pharmacist except in premises registered in
accordance with this Section.

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

4. Failure to Dispose Unserviceable Assets

The statement of financial position reflects a nil balance under property, plant and
equipment. However, field verification revealed that the Hospital had some
unserviceable and unutilized assets that have not been disposed-off. This was contrary
to Section 164 (1) of the Public Procurement and Asset DisposalAct, 2015 which states
that the employee in charge of unserviceable, obsolescent, obsolete or surplus assets
shall bring the matter to the attention of the Disposal Committee through the Head of the
Procurement Function.

ln the circumstances, Management was in breach of the law.
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The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON THE EFFECTIVENESS OF
MANAGEMENT AND GOVERNANCE

INTERNAL CONTROLS, RISK

Conclusion

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

Basis for Conclusion

1. Lack of a Hospital Management Board

During the year under review, the Hospital did not have a Board of Management to direct
the Hospital in achieving its strategic objectives.

ln the circumstances, the Hospital's strategic objectives may not be achieved.

2. Expired Medical Supplies

The statement of financial position reflects an inventory balance of Kshs.4,019,728 as
disclosed in Note 18 to the financial statements. However, review of the store records on
pharmaceuticals and non-pharmaceuticals revealed that some 3,766 units of various
drugs valued at Kshs.34,177 had expired.
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ln the circumstances, the effectiveness of internal controls on the management of
pharmaceutical and non-pharmaceutical 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 the Management and the Board of Management

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is



necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Hospital's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention 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
comply with the authorities which govern them and that public resources are applied in
an effective way.

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

Aud itor-General's Responsibil ities for the Aud it

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with lSSA|s will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
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systems in accordance with the provisions of Section 7 (1) (a) of the PublicAuditAct,
2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva o. ke/auditor-oenerals-
responsibilities-for-audiU. This description forms part of my auditor's report

FCPA S

Nairobi

13 January,2025
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Kanyangi level 4 hospital (Kitui County Government)
Annual Report and Financial Statements for The Year Ended 3dh June 2024

14. Statement of Financial Performance for The Year Ended 30 June 2024

"1
(> > \HandThe Hospital's financial statements were approved by the Board on

signed on its behalfby:

1/ >)

Chairman

Board of Management

Head of Finance cal Superintendent

Dr.Martin NkuletICPAK No: \,iL. .r.\

Revenue from non-exchange transactions

5,814,7 t6.455,fi7,208Transfers frorn the County Government

7 68,66s,037 57,948,161In- kind contributions from the County Govemment

11,500cash deposit

63,774,57773,782,245Revenue from exchange transactions
3,587,4708 5,818,762Rendering of services- Medical Service Income

3,587,4705,818,762Revenue from exchange transactions

79,601,007 67,362,047Total revenue

Expenses

9 1,t33,170 1,714,780Medical/Clinical costs

840,300Employee costs

11 t96,200Board of management

t2 633,080 70 r,600Repairs and maintenance

2.497,01013 2,514,369General expenses

3,587,47014Refunds to the County Government

I 1,500Cash deposit

7 68,66s,037 5'1,948,361In- kind contributions

78,422,948Total expenses

1,179,059 (34,074)Net Surplus / (Deficit) for the year

II

II

22

8

6

l0 739,200

4,636,992

6'1,396,121



Kanyongi level 4 hospital (Kiui County Government)
Annual Report and Financial Statements for The Year Ended 3dr June 2024

15. Statement of Financial Position As At 30rh June 2024

4.900.995

andThe Hospital's financial statements wcrc approved by the

sigrred on its behalfby:

Chairman
Board of Manrgement

Hcad of Finance t

\'tt a6,

Assets

Cu rrent assets

Cash and cash equivalents l5 13,720 26,601

l6 1,15tt,647Receivablcs from exchange transactions

1"7 882,792Reccivablcs from non-exchangc transactions

l8 4,019,728 4,874,394Invcntorics

6,074,E87Total Currcnt Assets

Non-currcnt asscts

Property, plant, and cquipment l9
Total Non-current Assets

6,074,tt87Total assets (A)

Liabilitics

Current liabilities
20 1,720,877 t,725.045Trade and othcr payables

Total Current Liabilities 1,720,877 1,,725,045

Non-current liabilities
Total Non-currcnt liabilities

Total t,iabilitics (B) t,720,E77 1.725,045

4,354,0t0Net assets (A-B)

Represented by:

Revaluation rcscrvc

4,354,009 -502.125.50Accumulated surplus/Defi cit

Capital Fund 3,678,076

4,35.1.009 4.900,995

II

IE

I

IIIII
f1-

.J
n

I

ical Supe
ICPAK No:

23

................Q9.......

4,900,995

Net Assets



Konyangi level 4 hospital (Kitui County Governmenl)
Annual Report and Financial Statements for The Year Ended 30h June 2024

(468,052)As at July l. 2022 (468,052)

Revaluation gain

Surplus/(de.ficit) for the ycar (34,074) (34.074)

CapitaliDevelopment grants

As at June 30, 2023 (502. r 26) (s02, r 26)

At Jull 1.2023 (s02,126) (s02,l 26)

Revaluation gain

Surplus/(deficit) for tho year I , r 78,059 | . r 78.059

Capital/Developurent grants 3.678.076 3.678.076

At June 30,2024 4,-154,009 4,354,009

I I

| 6. Statement of Changes in Net Asset for The Year Ended 30 June 2024
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Kanyangi level 4 hosPital (Kitui County Govetnment)

anil Financial St''atements for The Yea r Ended 3dh June 2024Annual Report

17. Statement of Cash Flows for The Year Ended 30 June 2024

Cash flows from oPerating activities

Receipts

5,826,2165,6t7 08Transfers from the County Govemment

4,622,162
Rendering of services- Medical Service

Income

13 6910,L39,370Total Receipts

Payments

t,'7 t4,780t,268,s70Medical/Clinical costs

Employee costs

686,080Repairs and maintenance

troard of management

2,767,219General expenses

4,622,162Refunds to the County Govemment

9,447,750t0,25'r,251Total Payments

21
(12,881)Net cash flows from operating activities

Cash Ilows from investing activities

Purchase of property, plant, equipment &
ble assets

Net cash flows used in investing activities

Cash flows from linancing activities

Net cash flows used in financing rctivities

(34,[UL(12,881)
Net increase/(decrease) in cash and cash

uivalents

(297,116\26,601l5Cash and cash equivalents as at July 1, 2023

l5
13 720

Cash and cash equivalents as at June 30,

2024

IIIIIIIIIIIIII
IIIIII
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3,587,470

739,200907,500

701,600

196,200

2,497,0r0

3,587,470

26,601
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Kanyangi level4 hospital (Kitui County Government)
Annual Report and Financial Statements for The Year Ended i0th June 2024

f=dlcYoa b c=(a+b) d e(c-d)
Kshs Kshs Kshs

Revenue

932,366 8s%oTransfers from the County Government 6,049,574 6,049,s74 5,117,208

1000hRendering of Services 5,818,762 s,818,762 5,8t8,762

932,3ffi 9z%o11,868,336 11,868,336 10,935,970

Expenses

366,830 76.Medical / Clinical Costs 1,500,000 1,500,000 1,133,170

Employee Costs 159,700 ll3Yo1,000,000 1,000,000 840,300

99o/oRepairs and Maintenance ( Buildings ) 849,574 849,574 633,080

Generai expenses 2,700,000 2,700,000 2,514,369 18s,63 1 93Yo

Transfers to the County Govemment 5,818,762 5,818,162 4,636,992 1,181,770 85',h

82YoTotal Expenditure 11,868336 11,868,336 9,757,911 2,110,425

Surplus for the period 1,178,059 (1,178,059)

Capital Expenditure

lE, Statement of Comparison of Budget and Actual Amounts for Year Ended 30 Jun 2024

Kshs Kshs

Total Income

216,494
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Kanyangi level 4 hospital (Kini County Government)
Annual Report and Financiol Statements for The Year Ended 3Ah June 2024

19. .Notes to the Financial Statements

General Information

Kanyangi Sub County Hospital was established by and derives its authority and

accountability from The Medical Practitioncrs and Dentists Act. The entity is wholly

owned by thc Govemment of Kitui and is domiciled in Kenya. The cntity's principal

activity is to provide medical healthcare within and outside its sub county.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prcpared on a historical cost basis cxcept 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 Kanyangi

level 4 hospital's accounting policies. The areas involving a highcr degrce ofjudgment

or complexity, or where assumptions and estimates are significant to the financial

statements, are disclosed in Note 5 The financial statements have been prepared and

presented in Kenya Shillings, which is the functional and reporting currency of the

Kanyangi level 4 hospital. The financial statements have been prepared in accordance

with the PFM Act, and (include any other applicable legislation), and lnternational

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

consistently applied to all the years presentcd.
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Kanyongi level 4 hospital (Kitui County Governmenl)
Annual Report and F-inancial Statements for The Year Ended 30h June 2024

3. Adoption of New and Revised Standards

L New and smended standards and interpretations in issue effective in the year ended 30

June 2024

There were no new and amended standards issued in the financial year

ii) New and amended standords and inlerpretartons in issue but not yet effective in the year

ended 30 June 2024.

IPSAS 43 Applicable I't January 2025

Thc standard sets out thc principlcs for the recognition, measurement,

prcscntation, and disclosure oflcases. The objectivc is to ensurc that lessccs

and lessors provide relevant information in a manner that faithfully

reprcsents those transactions. This information givcs a basis for users of

financial statements to asscss thc cffcct that leases havc on the financial

position, financial performancc and cashflows of an Kanyangi lcvel 4

hospital.

Thc ncw standard requircs cntitics to recognise, measurc and present

information on right of use assets and lease liabilitics.

IPSAS,M:

Non- Current

Assets Held

fbr Sale and

Discontinued

Operations

IPSAS 45-

Property

Applicable le January 2025

The Standard requires,

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

at the lowcr of carrying amount and fair valuc lcss costs to scll and thc

depreciation of such assets to cease and:

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

separately in the statement of financial position and the results of

discontinued operations to be presented separately in the statement of

financial performance.

State the expected impact of the standard to the Kanyangi letcl J hospilal if relevarrt

Applicable l" January 2025

The standard supersedes IPSAS 17 on Property, Plant and Equipment.

IPSAS 45 has additional guidance/ new guidance lor heritage assets,
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Kanyangi level 4 hospital (Kitui Counly Government)
Annual Report and Financial Statements for The Year Ended 3Oh June 2024

Plant and

Equipment

IPSAS 46

Measurement

IPSAS 47-

Rcvenue

infrastructure assets and measurement. Heritage assets were previously

excluded from the scope of IPSAS 17 in IPSAS 45, heritage assets that

satis$ the definition of PPE shall be recognised as assets if they meet the

criteria in the standard. IPSAS 45 has an additional application guidance for

infrastructure assets, implementation guidance and illustrative examples.

The standard has clarified existing principles e.g valuation of land over or

under the infrastructure assets, under- maintenance of assets and

distinguishing significant parts of infrastructure assets.

Stole the e-ypecled intpocl of the standard to the Kunyangi letel 4 hospital if relevont

Applicable Iil January 2025

Thc objective of this standard was to improve measurement guidance across

IPSAS by:

i. Providing further detailed guidance on the implemcntation of

commonly used measurement bases and the circumstances under

which they should be used.

ii. Clarifying transaction costs guidance to enhance consistency

across IPSAS;

iii. Amending where appropriate guidance across IPSAS related to

measurement at recognition, subsequent measurement and

measurement related disclosures.

The standard also introduces a public sector specific measurement bases

called the current operational value.

Stote thc c.\pected impact of the stondard to the Kanyangi level I hospital if relctant

Applicable l"t January 2026

This standard supcrsedes IPSAS 9- Revenue from exchange transactions,

IPSAS I I Construction contracts and IPSAS 23 Revenue from non-

exchange transactions. This standard brings all the guidance of accounting

for revenue undcr one standard. The objective of the standard is to establish

the principles that an Kanyangi level 4 hospital shall apply to report useful

information to uscrs of financial statements about the nature, amount, timing

and uncertainty ofrevenue and cash flow arising from revenue transactions.

Stote th.! expectcd intpat of the standard to the Kanl'ungi level 4 hospital if reletant
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IPSAS 48-

Transfcr

Expenses

IPSAS 49-

Retirement

Bencfit Plans

Applicable I" January 2026

Thc objectivc of thc standard is to establish thc principles that a transfcr

provider shall appty to report useful information to users of financial

statements about the nature, amount, timing and uncertainty of expenses and

ca.sh flow arising from transfer expense transactions. This is a new standard

for public scctor entitics gcared to providc guidance to cntitics that providc

transfers on accounting for such transfers.

Stute lhe e-\p?cted inpau of the stanlnrd to tlte Kunyangi levl 4 hoslritul if relewrrt

Applicable l" January 2026

The objective is to prescribe the accounting and reporting requirements for

thc public scctor rctirement bencfit plans which provide retircmcnt to public

scctor cmployccs and othcr cligiblc participants. The standard scts the

financial statcmcnts that should bc prcsentcd by a rctirement bencfit plan.

Slatt: the e.rpcded inrfud of lhe slondord to the Kanlvngi lewl I hospitd if rekyunt

iii) Eorly adoption ol' standards

The Kanyangi lcvcl 4 hospital did not carly - adopt any new or amendcd standards in thc

financial year o( the Kanyangi level 4 hospital adopted the follotving standards earlv (state

the standurds, reason.for earllt adoption emd impact on Kanyangi level 4 hospital's financial

statements. )
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4. Summary of Significant Accounting Policies

a. Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other Government entities

Rendering of services

The Kanyangi level 4 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

stagc of complction is measured by reference to labour hours incurred to datc as a perccntage

of total estimated labour hours. Where the contract outcome cannot be measured reliably,

rcvsnuc is recognizcd only to the extent that the expenses incurred are rccoverable.

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 mcasured reliably, and it is probablc that thc cconomic bencfits or

service potential associated with the transaction will flow to the Kanyangi level 4 hospital.

Interest income

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

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

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

interest income for each period.

Rental incomc

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

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

3t

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

potential related to the asset will flow to the Kanyangi level 4 hospital and can be measured

rcliably. To the extent that there is a related condition attachcd that would give risc to a liability
to repay the amount, the amount is recorded in the statement of financial position and realised

in the statement offinancial performance over the useful life of the asset that has been acquired

using such funds.

ii) Revenue from exchange transactions
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Notes to the Financial Statements (Continued)

b. Budget information

The original budget for FY 2023/2024 was approved by Board on Kanyangi level 4 hospital,

Subsequent revisions or additional appropriations were nrade to the approved budget in

accordance with specific approvals from the appropriate authorities. The additional

appropriations arc added to thc original budget by thc Kanyangi lcvel 4 hospital upon rccciving

the respective approvals in order to conclude the final budget. Accordingly, the Kanvangi level

4 hospital recorded additional appropriations of Kanyangi level 4 hospital on the FY

2023l2024btdgct lbllowing thc Board's approval. Thc Kanyangi level 4 hospital'.s budgct is

prcparcd on a different basis to the actual income and expenditurc discloscd in the financial

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

on the nature ol expenses in the statement of financial performance, whereas the budget is

prcparcd on a cash basis. Thc amounts in thc financial statcnlcnts wcrc rccast from thc 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

thc financial statcments and the approved budget. A statement to reconcilc thc 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 perfbrmance has been presented on page 8

under section I of these financial statements.

c. Taxes

Sales tax/ Value Added Tax

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

} Whcn the sales tax incurred on a purchase ofassets or scrviccs is not rccoverable

from the taxation authority, in which case, the sales tax is recognizcd as part of the

cost of acquisition of the asset or as part of the expcnse item, as applicablc.
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! When reccivables and payables are stated with the amount of sales tax includcd.

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

is included as part ofreceivablcs or payables in thc statement of financial position.

Notes to the Financial Stotemerrts (Continued)

d. Investment properly

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

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

day maintenance of an investment property.

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

at the datc ofacquisition. Subsequcnt to initial recognition, investrnent properties are measured

using the cost model and are depreciated over a period of - 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 cquipment 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 Kanyangi level 4 hospital recognizes such parts as individual assets with

specific uscful lives and deprcciates them accordingly. Likewise, when a major inspection is

perfonned, 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 acquircd in a non-exchangc

transaction for nil or nominal considcration the asset is initially mcasurcd at its fair value .

,-t
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Notes to the Financial Statements (Continued)

f. Leases

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

ownership of the leased item to the Kanyangi level 4 hospital. Assets held under a finance lease

are capitalized at the commenccmcnt of thc lcase at thc fair value of the lcased propcrty or, if
lower, at the present value of the futllre minimum lease payments. The Kanyangi level 4

hospital also recognizes the associated lease liability at the inception of the lease. The liability

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

recognition.

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 ofthc liability. Financc charges are recognized as financc costs in surplus or deficit.

An asset held under a finance lease is depreciated over the useful li[e of the asset. However, il
there is no reasonable certainty that the Kanyangi level 4 hospital will obtain ownership of the

assct by the end of the lease term, the asset is depreciatcd over the shorter of the estimated

uscful life of thc assct and the lease tcrm.

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

to ownership of the leased item to the Kanyangi level 4 hospital. Operating lease payments are

recognized as an operating cxpcnse in surplus or deficit on a straight-line basis ovcr thc lcase

tenn.

g. Intangible assets

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

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 gcncrated intangible assets,

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

surplus or dcficit in thc period in which the expenditure is incurrcd. The useful life of thc

intangible assets is assessed as eitlter finite or indefinite.
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Notes to the Financial Statements (Contiaued)

h. Research and development costs

The Kanyangi level 4 hospital expenses research costs as incurred. Development costs on an

individual projcct arc rccognizcd as intangible asscts when thc Kanyangi levcl 4 hospital can

demonstratc:

D The technical feasibility ol 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

D The availability ofresources to complete the asset

) Thc ability to measurc rcliably the expenditurc during development.

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

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

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

expccted future bencfit. During thc period of dcvelopmcnt, thc asset is tested for impairment

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

i. Financial instruments

IPSAS 4l addresses the classification, mea.surement and de-recognition of financial assets and

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

for financial assets. ?"ie Kanyangi level 4 hospital does not have anv hedge relationships and

therefore the new hedge accounting rules have no impact on the hospital's financial statements.

(amend as appropriate).

A financial instrumcnt is any contract that givcs rise to a financial asset of one Kanyangi level

4 hospital and a financial liability or equity instrument of another Kanyangi level 4 hospital. At

initial recognition, the Kanyangi lcvcl 4 hospital measures a financial asset or financial liability

at its fair value plus or minus, in the casc of a financial asset or financial liability not at fair

value through surplus or deficit, transaction costs that are directly attributable to the acquisition

or issue of the hnancial assct or financial liability.
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Notes to the Financial Stalements (Continued)

Financial assets

Classilicatlon of flnanclal assets

The Kanyangi level 4 hospital classifies its financial assets as subsequently measured at

amortised cost, fair valuc through nct assets/ cquity or fair valuc through surplus and deficit on

the basis of both the Kanyangi level 4 hospital's management model for financial assets and

the contractual cash flo'ff characteristics ofthe financial asset. A financial asset is rneasured at

amortizcd cost whcn thc financial asset is hcld within a managcmcnt modcl whose objcctivc is

to hold financial asseLs in ordcr to collcct contractual ca-sh flows and the contractual tcrms of

the financial asset give rise on specified dates to cash flows that are solely payments ofprincipal

and intcrest on thc principal oulstanding. A financial assct is mcasured at fair value through nct

asscts/ cquity if it is held within thc managcmcnt model whosc objcctivc is achieved by both

collecting contractual cashflows and selling financial assets and the contractual terms of the

financial asset give rise on spccified dates to cash flows that are solely payments of principal

and interest on the principal amount outstanding. A financial assct shall be measured at fair

valuc through surplus or deficit unless it is mca-sured at amortizcd cost or fair value through net

assets/ equity unless an Kanyangi level 4 hospital has made irrevocable election at initial

rccognition for particular invcstmcnts in cquity instrume nts.

Subsequent measurement

Bascd on thc busincss modcl and thc cash flow charactcristics, thc Kanyangi level 4 hospital

classifies its financial assets into amortized cost or fair value categories for financial

instruments. Movements in lair value are presented in either surplus or deficit or through net

assets/ equity subject to certain criteria being met.

Amortized cost

Financial a.sscts that nrc hcld for collection of contractual cash flows where thosc cash flows

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

through surplus or deficit, arc mcasurcd at amortizcd cost. A gain or loss on an instrumcnt that

is subsequcntly measurcd at amortized cost and is not part ol a hedging relationship is

recognizcd in profit or loss when thc asset is dc-recognized or impaired. Interest income from

these financial asscts is includcd in finance income using thc effcctivc interest rate method.
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Notes to the Financial Slatements (Continued)

Fair value through net assets/ equig

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

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

intcrcst, arc measured at fair value through nct assets/ equity. Movcmcnts in thc carrying

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

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

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

interest rate method.

Fair value through surplus or deficit

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

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

Kanyangi level 4 hospital manages financial assets with the objective of realizing cash flows

through solely the sale of the asscts would result in a fair valuc through surplus or deficit model.

Trade and other receivables

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

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

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

year end.

Impairment

Thc Kanyangi lcvcl 4 hospital assesses, on a forward-looking basis, the cxpectcd credit loss

('ECL') associated with its financial assets carried at amortized cost and fair value through net

assets/equity. The Kanyangi level 4 hospital recognizes a loss allowance for such losses at each

reporting date. Critical cstimates and significant judgmcnts madc by managcmcnt in

dctcrmining thc expectcd crcdit loss (ECL) are set out in Note xx.

Financial liabilltles

Classification

The Kanyangi level 4 hospital classifies is liabilities as subsequently measured at amortized

cost except for financial liabilities measured through profit or loss.
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Notes to the Financial Stotements (Continued)

j. lnventories

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

through non-cxchange transactions (for no cost or for a nominal cost), the cost ofthc inventory

is its fair value at the date ofacquisition.

Costs incurred in bringing each product to its present location and conditions arc accountcd for

as follows:

D Raw matcrials: purchase cost using the weighted averagc cost mcthod.

) 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.

Aftcr initial recognition. invcntory is measurcd at the lower cost and net realizable valuc.

Howevcr, to thc cxtcnt that a class of inventory is distributcd or dcploycd at no chargc or for a

nominal chargc, that class of inventory is mcasurcd at the lowcr cost and thc currcnt

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

operations, lcss the cstimated costs of completion and the cstimated costs neccssary to makc

thc sale, exchangc, or distribution. Inventories arc recognized as an cxpcnsc whcn deployed lor

utilization or consumption in the ordinary course ofopcrations of thc Kanyangi lcvel 4 hospital.

k. Provisions

Provisions arc rccognized whcn thc Kanyangi level 4 hospital has a prcscnt obligation (lcgal or

constructive) as a result ofa past event, it is probable that an outflow ofresources embodying

economic bencfits or scrvice potcntial will be required to settle the obligation and a rcliable

cstimate can be madc of thc amount of the obligation.

Where the Kanyangi level 4 hospital expects some or all of a provision to be reinrbursed, for

example, under an insurance contract, the reimbursement is recognized as a separate a-sset only

whcn thc rcimburscment is virtually certain.

Thc expensc rclating to any provision is presentcd in thc statemcnt of financial pcrlomrancc

net of any reimbursement.

v
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Notes to the Financiol Statements (Continued)

I. Social Benefits

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

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

socicty as a whole. The Kanyangi level 4 hospital recognises a social benefit as an expense for

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

social benefit scheme is measured at the best estimate of the cost (the social benefit payments)

that the Kanyangi level 4 hospital will incur in fulfilling the present obligations represented by

the liability.

m. Contingent liabilities

The Kanyangi level 4 hospital does not recognize a contingent liability but discloses details of

any contingcncies in the notes to the financial statements unless the possibility of an outflow

of resources embodlng economic benefits or service potential is remote.

n. Contingent assets

The Kanyangi level 4 hospital does not recogrize a contingent asset but discloses details ofa

possible asset whose existence is contingent on the occurrence or non-occurrence of one or

more uncertain future events not wholly within the control of the Kanyangi level 4 hospital in

the notes to the financial statements. Contingent assets are assessed continually to ensure that

developments are appropriately reflected in the financial sLatements. If it has become virtually

certain that an inflow of economic benefits or service potential will arise and the asset's value

can bc measured reliably, the asset and the related revenuc are recognized in the financial

statements of thc period in which the change occum.

o. Nature and purpose of reserves

The Kanyangi level 4 hospital creates and maintains reserves in terms of specific requirements.

(Kanyangi level 4 hospital to state the reserves maintained and appropriate policies adopted.)

p. Changes in accounting policies and estimates

The Kanyangi level 4 hospital recognizes the eflects of changes in accounting policy

retrospectively. The etlects of changes in accounting policy are applied prospectively if
retrospective application is impractical.
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Notes to the Financial Stalemenls (Conlinued)

q Employee benefits

Rctiremcnt bcncfit plans

The Kanyangi level 4 hospital provides retirement benefits for its employees and directors.

Dcfined contribution plans arc post-employment benefit plans under which an Kanyangi lcvcl
4 hospital pays fixed contributions into a scparate Kanyangi level 4 hospital (a fund) and will
have no legal or constructive obligation to pay further contributions if the fund does not hold

sufficient assets to pay all employee benefits relating to employee service in the current and

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

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

post-employment benefit plans other than defined-contribution plans. The defined benefit
funds are actuarially valued tri-annually on the projected unit credit method basis. Deficits
idcntified arc recovcrcd 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.

r. 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 curency are

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

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

ofcreditors at rates dift-erent liom those at which they were initially recorded during the period,

are rccognizcd as incomc or expcnscs in thc pcriod in which they arisc.

s. Borrowlng costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and

cquipmcnt. Such borrowing costs are capitalized ovcr the period during which thc assct 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 pcrformance .
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o
Notes to the Financial Statements (Continued)

Related parties

The Kanyangi level 4 hospital regards a related party as a person or an Kanyangi levcl 4 hospital

with the ability to exert control individually orjointly, or to exercise significant influence over

the Kanyangi level 4 hospital, or vice versa. Members of key management are regarded as

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

Notes lo the Financial Statements (Continued)

u. Service concession arrangements

The Kanyangi level 4 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 contributcs an asset to the arrangement, the Kanltangi level 4

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 ofassets othcr 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 Kanyangi level 4 hospital also recognizes a corresponding

liability, adjusted by a cash consideration paid or received.

Cash and cash equivalcnts

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

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

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

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

various commercial banks at the end of the financial ycar. 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.

4t
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I

Notes to the Financial Statemenls (Continued)

It' Comparative figures

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

reconfigured to conform to the required changes in presentation.

\. Subsequent events

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

financial sLatements lor the year ended June 30,2024.
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Notes to the Financial Stalements (Continued)

Estimates and assumptions.

The key assumptions conccming thc future and other key sources of cstimation uncertainry at

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

amounts of assets and liabilities within the next financial ycar, are dcscribed below. The

Kanyangi level 4 hospital ba^scd its assumptions and estimates on parametcrs available when

the consolidated financial statements were prepared. Howevcr, existing circumstanccs and

assumptions about future developments may change due to markct changes or circumstanccs

arising beyond the control of the Kanyangi level 4 hospital. Such changes are reflected in thc

assumptions when they occur.( IPSAS I . 140)

IJscl'ul lives and residual valucs

The useful lives and rcsidual valucs of assets are assessed using thc following indicators to

inform potcntial future use and value from disposal:

Kanyangi level 4 hospital.

and processes.

5. Signilicant Judgments and Sources of Estimation Uncertainty

The preparation of the Kanyangi level 4 hospital's financial statements in conformity with

IPSAS rcquires managemcnt to makc judgments, estimates and assumptions that affect the

reported amounts ofrevenues, expenses, assets and liabilities, and the disclosure ofcontingent

liabilities, at the end ofthe reporting period. However, uncertainty about these assumptions and

estimates could result in outcomes that rcquire a material adjustmcnt to the carrying amount of

the asset or liability affected in fuhrre periods.
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Notes to lhe Financial Statements (Continued)

Provisions

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

availablc. Additional disclosurc of thcsc cstimates of provisions is included in Notc -.

Provisions are measurcd at thc managcmcnt's bcst estimatc of thc cxpenditure required to settlc

the obligation at the repo(ing date and are discounted to present value where the effect is

material.

6. Transfers from the Countv Government

6 b Transfcrs from Thc Countv Govcrnmcnt

7. In Kind Contributions fronr Thc Countv Govcrnmcnl

Unconditional grants

Opcrational grant 5,1 I 7,208 5,814,716.45

TOTAI, 5,r 17,208 5,814,716.45

Kitui County
Government 5,117,208 5, r 17,208 5,8 14,7 l6

Total 5. t 17.208 5,l I 7.208 5.8 14,71 6

Salaries and wages 54,691,952 57.948,361
Medical supplies-Drawings Rights (KEMSA) 2,735,677
Pharmaceuticals and Non-Pharmaceutical Supplies (other
supplicrs) 2,184,526

CMMI] 552,400

SAlarics and wagcs for cihcb 2,tog,867

world Vision 2,300,000

Gra nts Thearte and fencing 4,080,680

M

I

Unconditional development grants



Total grants in kind
6E,665,037
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8. Rendering of Services-Medical Service Income

9. Medical/ Clinical Costs

10. Employee Costs

57 6l

Pharmaccuticals 694,t30

Inpaticnt 43.540

Laboratory 88,488

Rcgistration and Files 348.456

NHIF Outpaticnt 32,090

Physiotherapy t9,290

I,450Therapy

42,333consultation

4.548,9tt5 3,587,470NHIF

5.tt t 8.762 3,587,470
Total revenue from the rendering
of services

Food and Ration 475,O20 539,600

Hcalth information stationery 451,600 943,180

232,000
Sanitary and cleansing Materials

206,550

1,L33,170 1,714,780

It 12.700 708,400Salaries, wages, and allowances

2't,600 30.800Staff medical expenses and Insurance cover

840.300 739.200Employee costs

45
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Notes to lhe Financial Statements (Continued)

I l. Board of Management Expenses

12. Rcpairs And Maintenance

Sitting allowance r96.200

Total | 96,200

Propcrty- Buildings 189,820 440,000

Officc cquipmcnt
64,400

Motor vehiclc cxpe nscs
261,,600

Total repairs and maintenance 701,600
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Notes lo the Financial Statements (Conlinued)

l3.General Expenses

29,750 18,010
Bank charges

22,600
40,000Electricity expenses

l,5 t 8,400Fucl and Lubricants
I ,I 30,000

346.519
412.600

Travel and accommodation
allowance

Printing and stationery
507.500

50,000
Catering services

251,000
standing imprest

l 7l ,000

57,000
I 15,000Watcr and sewerage costs

Othcr Fucls
20,000

Telephone and mobile phone
sen,lces r 80.000

142.000.00

2,497,010
Total General Expenses

2,514,369
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Notcs to thc Financial Statcmcnts (Continucd)

17. Transfer to County Government

18. Cash And Cash Equivalcnts

l5(a). Detailed Analysis of Cash and Cash Equivalents

Transfcr to County Govcrnmcnt 4,636,992 3,587,4',10

Total transfer to county governmcnt 4,646,992 3,5E7,470

Currcnt accounts
t3.720 26.601

Total cash and cash equivalents
13,7211 26,601

a) Current account

Nationaal bank 0r00r036319100 26.601

Nationaal bank 0 r 001036306200 280

Sub- total 26.601

Grand total 26.601

I

4lr

13,440

13,720

13,720
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Notes to the Financial Statcmcnts (Continued)

19, Receivables From Exchange Transactions

l6(a). Analysis of Rcccivablcs From Exchangc Transactions

20. Receivables From Non-Exchange Transactions

1,158,647

Total rcccivablcs 1,158,647

Comparative
FY

"/o of
the

total

Current
FY

"/o of
the

total
o//ol,I 58,647 o//oLcss than I year

/oo//o

o//o %Between 2-3 years

/o /oC)vcr 3 ycars

I,158,647 o//oTotal (a+b)

882,792Transfers liom the County Govemment

Total 882,792
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Notes to the Financial Statements (Continued)

l7(a). Analysis of Receivables From Non-Exchange Transactions

2 L Invcntorics

2023-2024
oh of the

total
7o of the

total

Less than I year 882.792 /o o//o

Between l- 2 years o//o /o

Total (a+b) 81t2,792 /o o/

Phamraceutical and Non-pharmaceuticals 4,Otg,728 4,874,394
Total 4,019,728 4,874,394

50
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Notes to the Financial Statements (Continued)

22. Property, Plant and Equipment

Cost
At I Jluly 2022
(previous
year)

Additions

Disposals

Transfers/adju
stments

At 30th Jun
2023

At I July 2023
(current year)

Additions

Disposals

Transfer/adjus
tments
At 30th Jun
2024
Depreciation
and
impairment
At I luly 2022
(previous
year)

Depreciation
for the year

Disposals

Impairmcnt

At 30 June
2023

rIIIIII

IIIIIII

TT
I
I
TIIII
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At July 2023
(current year)

Depreciation

Disposals

Impairme nt

Transfer/adjus
tment

At 30th June
2024

Nct book
values
At 30th Jun
2023
(previous)
At 306 Jun
2024 (current)

IIIIIIII II IIIIII IIII
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Notes to the Financial Statements (Continued)

23. Tradc and other Payables

24. Cash Generated from Operations

1,720,877 1 ,725,045
Trade payables

Employee dues

Third-party payments (e.g. unremi!ted payroll deductions)

1,720,877 1,725,p45
Total trade and othcr payablcs

2022t20232023t2024Ageing analysis:

t,725,0451,720,87'lUnder one year

I -2 years

r,720,877 r.725,045Total

I ,I 78,059 (34,074)Surplus for the year before tax

Adjusted for:
Depreciation

Non-cash grants rcccivcd

Working Capital adjustments
854,666 4,874,394Increase in inventory

(2,041,439)lncrease in receivables

(4, r 68) t,725,045Increase in payables

( r 2,E82) (34.073)Nct cash flow from operating activities
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Notes to the Financial Statemcnts (Continued)

25. Financial Risk Management

The Kanyangi level 4 hospital's activities expose it to a variety of financial risks including

credit and liquidity risks and etTects ofchanges in foreign currency. The hospital's overall risk
managcment programme focuscs on thc unprcdictability of changes in the busincss

environment and seeks to minimise the potential adverse ell'ect of such risks on its perfbrmance

by setting acceptable levels of risk. The hospital does not hedge any risks and has in place

policies to ensure that crcdit is only extended to customers with an established credit history.

The Kanyangi level 4 hospital's financial risk management objectives and policies are detailed

bclow:
(i) Credit risk

The Kanyangi level 4 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 tinancial 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
rcccivables, cstimated by thc hospital's management bascd on prior experiencc and thcir
assessment of the current economic environment. The carrying amount of financial assets

recorded in the financial statements representing the Kanyangi level 4 hospital's maximum
exposure to credit risk without taking account of the value of any collateral obtained is made

up as follows:

At 30 June 2023 (previous year) 26.60 t 26,601

Rcccivablcs fronr cxchangc transactions

Rcccivablcs from -non-cxchangc
transactrons

Bank balances

Total 26,60 t 26.601

At 30 June 2024 (current vear)

Rcccivables from cxchangc transactions
1,758,647 7,758,647

Bank balances 13;720 t3.720

'I'otal I,172,367 1,172,361
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Notes to the Financial Statements (Continued)

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

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

uncollectible amounts that the hospital has recognised in the financial statements is considered

adequate to cover any potcntially irrecovcrable amounts. Thc Kanyangi levcl 4 hospital has

significant concentration of credit risk on amounts due ftom Kanyangi level 4 hospital The

board of managemcnt sets thc hospital's credit policics and objectives and lays down

parameters within which the various aspects of crcdit risk management are operatcd.

(ii) Liquidify 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 Kanyangi level 4 hospital's short, medium and long-term funding and

liquidity managcmcnt requircments. The Kanyangi lcvol 4 hospital manages liquidity risk

through continuous monitoring of forecasts and actual cash flows.

The table below rcpresents cash flows payablc by thc hospital under non-dcrivativc financial

liabilities by thcir rcmaining contractual maturitics at the rcporting date. The amounts discloscd

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

their carrying balanccs, as thc impact of discounting is not significant.

(iii) Market risk

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

thc Kanyangi level 4 hospital on an ongoing basis, evaluatc and test the design and effectivcncss

of its intemal accounting and opcrational controls. Markct risk is the risk arising from changes

in markct priccs, such as interest rate, equity priccs and foreign cxchange rates which will affect

thc Kanyangi lcvcl 4 hospital's income or the value of its holding of financial instruments. The

objcctive of market risk management is to manage and control market risk cxposurcs within

acceptable parameters, while optimising the return. Overall responsibility for managing market

risk rests with the Audit and Risk Management Committee.

The hospital's Financc f)epartment is responsible for the developmcnt of dctailcd risk

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

Committee) and for thc day-to-day implcmentation of those policies. Therc has been no change

to the Kanyangi levcl 4 hospital's cxposure to market risks or the way it manages and measures

the risk.
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Notes to the Financial Statements (Continued)

a) Foreign currency risk

The Kanyangi level 4 hospital has transactional currency exposures. Such exposure arises

through purchases of goods and services that are done in currencies other than the local

currency. Invoiccs dcnominatcd in foreign currcncics arc paid after 30 days flrom thc date of
the invoice and conversion at the time of payment is done using the prevailing exchange rate.

The carrying amount of the Kanyangi level 4 hospital's foreign currency denominated

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

Thc Kanyangi level 4 hospital manages foreign cxchange risk from futurc commcrcial
transactions and recognised assets and liabilities by projecting expected sales proceeds and
matching thc same with expccted paymenls.

Foreign currency sensitivity analysis

The following table demonstrates the effcct on the hospital's statemcnt of financial
performance on applying thc sensitivity for a rcasonablc possible change in thc cxchange rate

of thc three main transaction currencies, with all othcr variables held constant. The reverse

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

At 30 J une 2024

Financial assets (investmcnts, cash, debtors)

Liabilitics
'lrade and other payablcs

Borrowings

Nct forcign curoncy assetl (l iu bi I i ty)

At 30 June 2024

Financial assets (investments, cash, debtors)

Liabilitics

Tradc and other payables

Net foreign currency assetl {l ia b i I i ty)

I
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Notes to the Financial Statements (Continued)

b) Interest rate risk

Interest rate risk is the risk that the Kanyangi level 4 hospital's financial condition may be

adverscly affccted as a result ofchanges in intercst rate levels. Thc hospital's interest ratc risk

arises from bank deposits. This exposes the hospital to cash flow interest rate risk. The interest

ratc risk exposure arises mainly liom intcrcst ratc movements on thc hospital's deposits.

Management of interest rate risk

To manage the intcrest rate risk, management has endeavoured to bank with instifutions that

offer favourable interest rates.

Sensitivity analysis

Thc Kanyangi level 4 hospital analyses ils intercst rate cxposure on a dynamic basis by

conducting a sensitivity analysis. This involvcs detcrmining 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 ratcs, rcmain constant. Thc analysis has bcen performed on thc

same basis as the prior year.

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

of financial performance if current floating interest rates increase/decrease by one percentage

point as a decrease/increase of KShs - (: KShs -). A rate increase/decrease of 5% would result

in a decrcasc/increase in surplus ofKShs - - KShs -).

57



Kanyangi level 4 hospital (Kitui County Government)
Annual Report and Financial Statements for The Year Ended 3Uh June 2024

Notes to the Financial Statements (Continucd)

26. Related Party Balances

Nature of related party relationships

Entities and other parties related to thc Kanyangi lcvel 4 hospital include those parties who

have the ability to exercise conhol or exercise significant influence over its operating and

financial decisions. Related parties include management personnel, their associates, and close

family members.

- County Govemment is the principal shareholder of the Kanyangi level 4 hospitol, holding 100% of

the Kanyangi level 4 hospital is equity interest. The National Govemment of Kenya has provided full

guarantces to all long-term lenders of thc Kanyangi lcvel 4 hospital, both domestic and extcrnal. The

related parties include:

i) The National Govcmmcnt;

ii) The County Govemment;

iii) Board of Directors;

iv) Key Managemcnt

27. Events after the Reporting Period

Thcrc were no rnaterial adjusting and non- adjusting cvents after thc rcporting pcriod.

28. Ultimate and Holding Kanyangi level 4 hospital

Thc Kanyangi level 4 hospital is a Statc Corporation/ or a Semi- Autonomous Govemmcnt
Agency under the Department of health and sanitation. Its ultimate parent is the County
Govemment of Kitui.

29. Currency
The financial statements are presented in Kenya Shillings (Kshs) and all values are rounded off
to the nearest shilling.
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20. Appendices

Appendix l: Progress on Follow Up of Auditor Recommendations

The following is the summary of issues raised by the cxtemal auditor, and management comments that were provided to the auditor. We havc
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:

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

(ii) Obtain the "lssue/Observation" and "management comments", required above, from the final extemal audit rcport that is signed by

Management.

(iii) Before approving the report, discuss the timeframe with the appointed Focal Point persons within your Kanyangi level 4 hospital

mplementation of each issue
At SU PE R,NI frVrCo

tt

te thc s solved" or "Not Resolved" by the date of submitting this report to National Treasury

ULr, 1
Acco
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Appendix Il: Projects Implemented by The Kanyangi level 4 hospital

Projects

Projects implemented by the Hospital Funded by development parhers

28 County govemment
of kirui

5

months
Yes NoI Completion and Operationalization of Kanyangi Level IV Hospital

Theatre

no2 Fencing and Construction of A Gate And Sentry House At
Kanyangi Level Iv Hospital

ll County govemment
of kitui

5
months

ves

a
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Stafus of Projects completion

(Summarise the starus of project completion at the end of each quarter, i.e. total costs incttrred, stage which the project is etc)

I C.ompletion and
Operationalization
of Kanyangi Level
N Hospital
Theatre

531,040 152,'726 Complete but not in
use

500,000 533.040 County
Govemment of
kilui

2 Fencing and
Construction of A
Gate And Sentry
House At
Kanyangi Level Iv
Hospital

3,547,640 0 ONGOING 3,500,000 3,547,640 County
Government of
kitui
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Appendix III: Inter-K Confirmation Letter

Name of Transferring .......,....,.

Name of Beneficiary .......,....,..

.......Kitui county Government

Kanyangi level 4 hospital

Total
(c)=(A+B) Remarks

I)ate Disbursed Recurrent 1A1 Development (B)Reference Number

Total
(c)=(A+B) Remarks

Date Disbursed Rccurrcnt (A) Dcvelopment (ts)Rcfcrencc Number

Receivcd
500,000 500,000REC/0001090110 8t14t2023

Received

500,000 500,000REC/0001091 137 9t13t2023
Received

500,000 500,000REC/0001091949 9t29t2023

500,000

Receivcd

REC/0001093329 10t27 t2023 500,000

500,000

Rcceived

12t112023 500,000REC/0001094660

500,000

Received

1t4t2024 500,000REC/0001095884

500,000

Received

2t212024 500,000REC/0001097100

500,000

Received

3t6t2024 500,000REC/0001098971

al.
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REC/0001099830 41412024 500,000

eived

s00,000 t-
REC/0001100730 5t16t2024 500,000 500.000 feceived

REC/0001101855 6t10t2024 117,208 117,208 [...i'.0
TOTAL

5,117,208 5,117,208 [....iu.a

o^r".?.ll.t?.l.?ctz*

Jrr r r

Sign/eI

o*".-2..:.t.1.*.1

Head of Accounts Department - Beneficiar.v Entir.r*

I confirm that the amounts shown above are correct as of the date indicated.

xr-. L\:,r$*

Head of Accounts Department - Dlsbursing Entilv

xame ..hx\|f*flt*+t r....\ts.ssL-t, r......... sign .....
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