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1. Acronyms & Glossary of Terms

Provide a list of all acronyms and glossary of terms used in the preparation of this report e.g.

CSR Corporate Social Responsibility

OSHA Occupational Health & Safety Act

PFMA Public Financial Management Act

MED SUP Medical Superintendent

Fiduciary Management Key management personnel who have financial responsibility in the
entity.

(This list is an indication of the common acronyms and glossary of terms, the entity should include all from the annual report
and financial statements prepared)
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2. Key Entity Information and Management
(a) Background information

Likuyani Sub-County Hospital is a level 4 hospital established under gazette notice number
12745 dated 6™ September 2013 and is domiciled in Kakamega County under Health
Department. The hospital is governed by a Board of Management.

(b) Principal Activities

The principal activity/mission/ mandate of the Fund is to provide Quality and timely
services to the citizen

(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

(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30" June
2025 and who had direct fiduciary responsibility were:

.| Medical Superintendent DR. EVANS WAKASA

Hospital Health Administrative Officer ZIPPORAH LUTALI
Medical Officer of Health GEMIMA SIMTYU

[y
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(e)

Fiduciary Oversight Arrangements

The key Fiduciary Oversight Arrangements include the following;

Parliamentary committee activities

Legislation, Oversight, Representation

County Assembly of Kakamega

Legislation, Oversight, Representation

Controller of Budget

Oversight and advisory

Office of the Auditor General

Oversight and advisory, Accountability,
Express opinion on Books of account, Offer
quality assurance on fiscal and monetary
matters.

Audit Committee

Monitoring and reviewing risk, control and
governance processes that have been
established.

. Development Partners

Setting financial accountability standards,
monitoring fund utilization, and enforcing
compliance to prevent misuse. They also build
capacity in financial management systems and
promote transparency through audits,
reporting, and public disclosure. This helps
safeguard resources while strengthening long-

term accountability.

Key Entity Information and Management (continued)

®

(2)

Entity Headquarters

P P.O. Box 36-50100

Hospital Building

Likuyani Centre-Soy-Sango Road
Kakamega, KENYA

Entity Contacts

Telephone: (+254) 707962157/793900253
E-mail: medsuptlikuyani@gmail.com

Website: kakamega.go. ke
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(h) Entity Bankers

1. REVENUE ACCOUNT 1152196057 KCB KAKAMEGA
2. NHIF/SHA ACCOUNT 1152196227 KCB KAKAMEGA
3 IMPREST ACCOUNT 1252765223 KCB KAKAMEGA

4 REVENUE ACOUNT 500284354614 EQUITY | KAKAMEGA
(i) Independent Auditors

Auditor General

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

GPO 00100

Nairobi, Kenya

) Principal Legal Adviser

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

City Square 00200
Nairobi, Kenya

(k) County Attorney

Office of the County Attorney

County Government of Kakamega
County Headquarters Annex, Room 112
P.O. Box. 36 - 50100

KAKAMEGA, KENYA

Email: kakamegalegal@gmail.com
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3. The Board of Management

Mr. Hannington Obiero

Chairman

He is -76 years old

BSC Agriculture university of Georgia(USA)
Diploma in Horticulture-(Egerton University)
Advanced diploma-(Tengeru/Arusha(Tanzania)
Advanced diploma-(Osmania University (India)

Independent director

o

Mr. Michael Juma Mmbasu
Member

Age -70 years old,

Education level: Higher Diploma in project
management

Businessman

Independent

Cedrick Chazima-Youth rep
Member

Age - 34 years Old,

Education: Higher Diploma Social work Community
Development

Businessman

Independent

Vi
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Orphah Kerubo Morema
-Women reppresentative

Age - 65 years old,
Education: Certificate in disaster Management
Farmer

Independent Director

n

Pius Miheso - Member

Age -69 Years old.
Education level - Diploma in Education Management
Farmer

In[dependant Director

6.

Tommy Wesaya Temesi-
Secretary to the Board

33 years.

MBChB University of Nairobi.

Dialysis doctor.

8 years Clinical experience, Private and Public sector

vii
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Age -43 Years Old

Education level — Holds a Bachelor’s Of Science in
Nursingss

MOH

Dependant Director

Zipporah Lutali- Hospital
Administrative Officer

Age — 45 Years

Bachelors degree in Economics

Pursuing Masters in Economics

Assistant chief health administrative officer
Dependant Director

viii
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4. Key Management Team

Medical Superintendent
1.
Dr. Tommy Wesaya Temesi-
Medical Superintendent
MOH
2.
Hospital Administrative Officer
3.
Zipporah Lutali- Hospital
Administrative Officer
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5. Chairman’s Statement
With the advent of devolution in 2013, Likuyani sub District Hospital underwent further transformation,

emerging as Likuyani sub county Hospital. This transition marked a new chapter in its esteemed history,
reinforcing its commitment to serving the healthcare needs of the local community. Rooted in a legacy of
compassion and excellence, the hospital continues to play a vital role in promoting health and well-being.
As it continues to evolve and adapt to the ever-changing landscape of healthcare, Likuyani Level 4 Hospital
remains steadfast in its mission to provide accessible and high-quality medical care to all those in need.

It serves a catchment population of approximately 29,000 people. The facility offers antenatal services,
postnatal services, Family planning, and immunization services in MCH, general outpatient care,
laboratory services, pharmacy, comprehensive care clinic (CCC), physiotherapy, occupational therapy,
Ortho trauma services, radiology, Dental services, minor and major operations, and inpatient services with
a bed capacity of 75 beds. The facility is also a link facility for 4 community health units of 10 community
health promoters drawn from the catchment area. The hospital serves as a referral centre for the entire
Likuyani sub-county and the other Sub-counties in the Northern region including Lugari, Trans nzoia,

Bungoma and across Uasin gishu County. It serves patients both on SHA cover and cash payers.

The Hospital is operating fully as a level four facility though with limited infrastructure, equipment, and
personnel as per the norms and standards required of a level 4 facility. We also hope to seck adequate
medical supplies to ensure quality of care, in addition to ongoing efforts to enhance existing facilities.

As we continue to strive towards enhancing our medical services and improving patient care at Likuyani
Level 4 Hospital, we are currently in need of additional radiology machines (mammogram), xray and other

the theatre equipment to bolster our diagnostic and treatment capabilities.

Chairman to the Board
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6. Report of The Medical Superintendent

Likuyani Hospital is a level four facility located in Likuyani centre within Likuyani Sub-County in
Kakamega County. The Sub County has an estimated population of 177,740. The facility has been
allocated a catchment population of 29,000 and serves as the only referral facility for the 14 facilities
within the sub county which burdens it care of total population.
The facility has a bed capacity of 75 with an occupancy rate of three days, the bed space is divided in the
following manner:

» Maternity - 22 beds

» Paediatric Ward — 24 Beds

» Male Ward — 12 Beds

» Female Ward —12 Beds

» Others -2

The facility offers the following services but not limited to:

v

Out-patient Services
In patient Services

Maternity Services

vV Vv Vv

Laboratory Services

Radiology Services

Mother Child Health services
Comprehensive Care Clinic services
Physiotherapy Services
Occupational Services

Plaster Technology services

Health Record Services

Public Health Services

Pharmacy Services

Y V.V ¥V ¥V V V V VYV VY

Surgical Services

\%

Nutrition Services
» Immunization Services
These services are provided by a competent and dedicated team of staff whom despite a persistent

staff shortage strive to provide quality services in the facility.

Xi
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IMPROVEMENT IN THE FACILITY

Construction of mortuary in the Hospital compound which will provide access to Likuyani Sub
County and neighbouring Counties including Uasin Gishu, Transnzoia and Bungoma.

We have dug a reliable borehole for water dependence. We have also constructed a spacious Non
pharm stores which can accommodate all Non pharms in the facility.

Monthly Data Review Meeting

Data acts as a measure of quality and is the man steering point in policy formulation and
implementation. The Initiation of Monthly Data Review meetings has improved data entry and
made retrospective review and future planning possible. The resultant improvement has made an
impact visible at County level.

CHALLENGES FACING THE FACILITY

Inadequate Bed Capacity

Likuyani Level 4 Hospital has a bed capacity of 75 with a Male ward bed capacity of 13 beds,
female ward 14 beds, maternity ward 22 beds, paediatric ward 24 beds, this has forced patients that
needed admission to be referred to other facilities for admissions with many declining due to
distance and lack of financial capacity. This has led to referrals of cases that could be handled here
and in-effect revenue loss.

Staff Shortage

The facility experiences an acute shortage of staff to man the various departments, this has forced
certain departments to be unable to offer comprehensive services on a 24hr basis.

Inadequate Funding

The facility has experienced inadequate funding from County Government only depending on FIF
this caused an increase in pending bills and utility stock-outs. The stock outs lead to poor patient
turn-up and a reflective revenue dip.

Current hope is that the newly signed Kakamega Health Facility Improvement Fund Act will partly
sort out this issue.

Outdated infrastructure

The road leading to the Hospital from the main tarmac is slippery and not maintained. The Hospital
buildings are those that were build many years back and no thorough maintenance, they have cracks

and roofing leakages due to long time stay without renovations. Our paediatric ward which was

xii
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recently constructed is not in service due to terrible wall cracks due to poor workmanship, and
therefore we mix children with adults in the same ward, this can cause unnecessary infections.
This has denied the facility to the required standards of Level 4 hospital and therefore denying
quality services that could be offered to clients.

Paperless operation

Due to limited resources, we are currently unable to put the full systems in place though we are
working hard towards the same.

Political interference

Interference from local politicians who incite clients from unreliable information therefore reducing

number of clients who turn back to other facilities.

Name: Dr. Evans Wakasa

Secretary to the Board

Xiii
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7. Statement of Performance Against Predetermined Objectives
Likuyani Level 4 Hospital has derived its strategic goals from the Kakamega county CIDP. The

department is mandated to ensure access to affordable and quality medical services to all the
citizens’ .The strategic pillars and objectives within the current Strategic Plan for the FY 2023- FY
2027 are as follows:

Pillar 1: Ensure access to quality and affordable healthcare services

Pillar 2: To reduce morbidity and mortality due to preventable causes

Pillar 3: To improve sanitation and hygiene
The Hospital develops its annual work plans based on the above pillars. Assessment of the Board’s
performance against its annual work plan is done on a quarterly basis. The Hospital achieved its
performance targets set for the FY 2024/2025 period for its strategic pillars, as indicated in the

diagram below:

Strategic pillars, as indicated in the table below:

Pillar/ theme/ issue | To Reduce | Reduction of | Number of | 6

1: To Improve access | preventable | preventable specialised

to  quality and | mortalities | mortalities clinic done

affordable health Number of | 304

services surgical theatre
utilization

Number of | 80,004
overall patients

per quarter

Percentage  of | 0.4%
clients
counselled and

tested for HIV

Percentage  of | 0.5%
HIV  positive

Xiv
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Clients linked to

care

Percentage  of

Clients with a

210

viral load of
<200c¢p

Number of | 247
Women of

reproductive age

screened for Ca

diagnostic

services

specialized clinic

Clinics done

Cervix
Number of stake | 62
holders meeting
by MOH/partner
Improved Number of | 20,032
Maternity Emergency
Services through | Caesarean
operationalization | sections done
of the Theatre Number of open | 3
Maternity Days
done
To provide | Increased number | Number of new | 20,032
accessible of diagnostic tests | diagnostic tests
and carried out by the | done
appropriate | facility
curative and | Introduction of | Number of | 8,190

XV
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8. Corporate Governance Statement
The board is on a three year appointment and members are eligible to vie for two terms, at the end

of their term a new board is elected and a handing over is done for continuity of office.

In the current sitting HMC all members attended the scheduled meetings and when missing a
representative or an apology was sent in advance.

The facility has an organogram depicting the role of the board in managing the facility but no
official charter other than the one inherited from the national government under the Mwongozo
Code of governance is used, the code’s core values are; Transparency, Accountability, Integrity,
Professionalism, innovativeness and customer focus.

Other than the Audit Sub Committee the two sub committees cover the following functions:

I. Governance

2. Risk

3. Compliance

4. Finance

5. Technical Matters

6. Strategy

7. Human Resource

The Board further has the following roles:

(a) Determine the facility’s mission, vision, purpose and core values.

(b) Review, evaluate and approve, on a regular basis, long-term plans for the facility.

(c¢) Review, evaluate and approve the facility’s budget and financial forecasts.

(d) Review, evaluate and approve major resource allocations and capital investments.

(e) Ensure that the procurement process is cost-effective and delivers value for money.

() Review and approve the operating and financial results of the organization.

(g) Ensure effective, accurate, timely and transparent disclosure of pertinent information on the
facility’s operations and performance.

(h) Ensure that effective processes and systems of risk management and internal controls are in
place.

(1) Review and evaluate the overall facility structure, the assignment of

Senior management responsibilities and plans for senior management development and Succession.

(j) Revie

XVi
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Each individual Board member shall be expected to:

(a) Exercise the highest degree of care, skill and diligence in discharging their duties

(b) Act in the best interest of the facility and not for any other purpose

(c) Act honestly at all times and must not place themselves in a situation where their personal
interests conflict with those of the facility.

(d) Exercise independent judgment

(e) Devote sufficient time to carry out their responsibilities, regularly update their knowledge and
enhance their skills

(f) Promote and protect the image of the facility.

(g) Owe their duty to the facility and not to the nominating or appointing authority

(h) Owe the facility the duty to hold in confidence all information available to them by virtue of
their position as a Board member.

(k) Adopt, implement and monitor compliance with the Code of Conduct and Ethics.

(I) Review on a quarterly basis the attainment of targets and objectives set out in the agreed
Performance measurement framework with the County Government of Kakamega.

(m) Review periodically the facility’s strategic objectives and policies relating to Sustainability and
social responsibility.

(n) Protect the rights of patients and optimize value of care;

(0) Enhance the facility’s public image and ensure engagement with the community through
effective communication.

(p) Monitor compliance with the Constitution, all applicable laws, regulations and standards

(q) Review, monitor and ensure that the facility is effectively and consistently delivering on its
mandate.

Following the handing over, the current board has never been formally inducted but on job trainings
have been conducted within the facility.

The remuneration for board members is as follows,

XVvii
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Full Board;

1. Chairman — 4,000 Ksh

ii. All other Members — 2500 Ksh

iii. Meal allowance 500 ksh

More needs to be done to have an efficient and performing board, a formal induction is yet to be
done neither is an official appointment letters from the County.

w, evaluate and approve the remuneration structure of the facility

XVili
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9. Management Discussion and Analysis

a. The Entity’s Operational and Financial Performance

Collection of revenue KES Amount of revenue KES 4,353,505
collected

To Reduce preventable All emergencies Number of 71

T Emergency Surgeries
done

b. Entity’s compliance with statutery requirements
Lumakanda county hospital complies with rules, orders, regulations, direction, form, tariff of costs or fees,
letters patent, commission, warrant, proclamation, by-law, resolution, guideline or other statutory
instrument issued, made or established in the execution of a power conferred by or under an Act of
Parliament under which that statutory instrument or subsidiary legislation is expressly authorized to be
issued.

Financial statements are prepared by the Accounting Officer of the City/Municipality in accordance with
the standards and formats prescribed by the Public Sector Accounting Standards Board under the guidance
of Section 166 of the Public Finance Management Act, 2012 at the end of each quarter.

The procurement planning, procurement processing, inventory and asset management, disposal of assets
and contract management of Lumakanda county hospital comply with The Public Procurement and
Disposal Act, 2015

c. Clinical/operational performance

o Bed capacity of the hospital.-75 Beds

o Overall patient attendance during the quarter for both inpatient and outpatient.
[npatient= 4466

o Accident and Emergency attendance

o Specialised clinic attendance

2 patients

o Average length of stay for in patient.
1 day

o Bed occupancy rate= 68%

Mortality rate= 2%

o Surgical theatre utilisation (number of operations over the period)
71 surgical patients

o}

X1X
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d. Financial performance that includes: -

o Revenue sources,

The facility’s main source of revenue is collection from medical services that is through
cash collection and NHIF.

o Utilisation of funds - The funds are collected into three revenue accounts, one collects
revenue received from NHIF and the others are for cash based collection, the funds are then
swiped to The Facility Improvement Fund (FIF) Account. The facility then receives
allocated funds from disbursements and spends using Imprest Accounts after acquisition of
AIE from Chief Officer Medical Services

Name DR. EVANS WAKASA
Secretary to the Board

XX
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10. Environmental And Sustainability Reporting

i Sustainability strategy and profile
Likuyani Level 4 hospital maintains a Mission to promote and participate in provision of an integrated
quality curative and rehabilitative services to all Kenyans. This is a continuous objective that needs to be
sustained over time, to achieve this. Likuyani Level 4 Hospital has identified the following sustainability
priorities; consultative planning and budgeting process, improving revenue collection and lobbying for
staff deployment.
In consultative planning and budgeting, the facility has brought together the county health management,
hospital management committee, sub county health management team, hospital management team and
various stakeholders in order to achieve the facility’s mandate. This has directly affected the budgeting
process where aside from the in house priorities, program based targets are given a say in the budgets. This
has greatly influenced indicators of the facility on the positive side.
On matters improving revenue the Hospital management team in line with the gazetted County charges for
level four have sealed loopholes that led to revenue loss. This together with encouraging the local populous
on NHIF uptake has led to tremendous revenue increase.
Staff numbers and appropriate deployment is key to quality service provision which is line with the
facility’s core mandate, this has put to task the Medical Superintendent and the Board to lobby for
deployment of staff to Likuyani Level 4 Hospital.
However, in the course of implementation of the above mentioned, there are challenges experienced in the
facility. They include; effects of Covid-19 which saw the facility scale down most of its operations while
maintaining the same recurrent expenditure and Inadequate staffing, inadequate funding and delays in
disbursement also had a derail in implementation of the facility annual work plan.
ii Environmental performance
Likuyani Level 4 Hospital has yet to establish an environmental policy guideline, however the
facility uses established National Guidelines on environmental issues as its guiding principles in
the matter.
Some of the environmental issues experienced in the facility include; waste generation, waste
segregation, waste disposal and management, disposal of unclaimed bodies. These still remain a
challenge for the facility and more engagements are needed.

iti  Employee welfare

XX1



Likuyani Sub County Hospital (Kakamega County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2025

The Majority of employees within the facility are County Government of Kakamega employees,
followed by UHC engaged staff. Despite the effort the facility has a massive shortage of staff that,
that gap is plugged by Casual staff engaged by the board.

To improve staff performance, Likuyani Level 4 Hospital has initiated capacity building
programmes to staffs through on-job trainings, continuous medical education, workshops and
conference attendance that is supported. Furthermore, the facility management conducts staff
appraisal performance which is coordinated from the County department of health and the
Human Resource Department.

The facility has complied to Occupational Safety and Health Act of 2007, (OSHA) by providing

adequate office space that is regularly cleaned, providing sanitation facilities, regular trainings on

drug and substance abuse and providing PPEs to all staff.

iv  Market place practices-
The facility outlines its efforts to:
a Responsible competition practice.
All staff are inducted into the Code of Conduct, Human Resource Manual and Disciplinary
process as well as made aware of their scope of service, this sorts a lot of the issues with
regards to corruption. The facility has also embraced a total cashless system for easier
accountability and reduce the risk of corruption.
b Responsible Supply chain and supplier relations
All procurement processes in the facility adhere to the laid down regulations, with the
facility procurement officer taking lead to ensure guidelines and regulations are followed.
The facility maintains good practices and treats its own suppliers responsibly by honouring
contracts, all of which are subject to funds availability.
¢ Responsible marketing and advertisement
The facility through Continuous Medical Examination ensures that all its staff are well
aligned with the International, National and County guidelines in regards to Ethical
practices within the facility.
d Product stewardship
The Patients’ rights Charter which all staft are well aligned with and frequently reminded

of is one of the documents we use to ensure that Client’s rights are respected and upheld.

XXii
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E Corporate Social Responsibility / Community Engagements

Likuyani Level 4 Hospital is fostering interaction with the surrounding community from which
majority of clients come from. Regular community dialogues are conducted on dialogue days which
are usually planned and executed. The dialogue brings on board the administrative arm of the
government, the community health volunteers and other NGOs.

Community Health volunteers linked to the facility are also engaged in marketing the facility services
and escort clients especially for delivery and Ante natal clinic services. This has led to a drop in

maternal mortalities and morbidities

XX1ii
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11. Report of The Board of Management

The Board members submit their report together with the Audited Financial Statements for the Year
ended June 30, 2025, which show the state of the hospital’s affairs.

Principal activities

The principal activities of the entity are to ensure access to quality and affordable healthcare
services, to reduce morbidity and mortality due to preventable causes and to improve sanitation and hy giene

Results

The results of the entity for the year ended June 30 2025 are set out on pages 1 to 6.
Board of Management

The members of the Board who served during the year are shown on pages vi - viii.
Auditors

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

By Order of the Board

Name: Dr. Evans Wakasa

Secretary to the Board

XX1V



12. Statement of Board of Management's Responsibilities

Section 164 of the Public Finance Management Act, 2012 requires the Board of Management to prepare
financial statements in respect of that hospital, which give a true and fair view of the state of affairs of
the hospital at the end of the financial year/period and the operating results of the entity for that
year/period. The Board of Management is also required to ensure that the hospital keeps proper
accounting records which disclose with reasonable accuracy the financial position of the hospital. The
council members are also responsible for safeguarding the assets of the hospital

The Board of Management is responsible for the preparation and presentation of the hospital 's financial
statements, which give a true and fair view of the state of affairs of the hospital for and as at the end of
the financial year (period) ended on June 30, 2025. 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 entity, (iii) designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or fraud,
(iv) safeguarding the assets of the hospital; (v) selecting and applying appropriate accounting policies,
and (vi) making accounting estimates that are reasonable in the circumstances.
{

The Board of Management accepts responsibility for the hospital ‘s financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgements and
estimates. in conformity with International Public Sector Accounting Standards (IPSAS). and in the
manner required by the PFM Act. 2012 The Board members are of the opinion that the hospital s
financial statements give a true and fair view of the state of hospital ‘s transactions during the financial
year/period ended June 30, 2025, and of the hospital 's financial position as at that date. The Board
members further confirm the completeness of the accounting records maintained for the hospital, which
have been relied upon in the preparation of the hospital s financial statements as well as the adequacy of
the systems of internal financial control.

In preparing the financial statements, the Directors have assessed the Fund’s ability to continue as a
going concern for at least the next twelve months from the date of this statement.
Approval of the financial statements

o' i e
The Hospital’s financial statements were approved by the Board on U\\ \’)J ’M’U and signed on its
behalf by:

Name: Mr. Hahni " ton Obiero Name: Dr! Evans Wakasa
Chairperson Accounting Officer
Board of Management
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REPORT OF THE AUDITOR-GENERAL ON LIKUYANI SUB COUNTY HOSPITAL FOR
THE YEAR ENDED 30 JUNE, 2025 - COUNTY GOVERNMENT OF KAKAMEGA

PREAMBLE
| 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 Internal 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 Internal 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

| have audited the accompanying financial statements of Likuyani Sub County
Hospital - County Government of Kakamega set out on pages 1 to 43, which comprise of

Report of the Auditor-General on Likuyani Sub County Hospital for the year ended 30 June, 2025 — County
Government of Kakamega



the statement of financial position as at 30 June, 2025 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. | have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Likuyani Sub County Hospital — County Government of
Kakamega as at 30 June, 2025 and of its financial performance and its cash flows for the
year then ended, in accordance with International Public Sector Accounting Standards
(Accrual Basis) and comply with the Public Finance Management Act, 2012, the Health
Act, 2017 and the Kakamega County Health Services Act, 2022.

Basis for Qualified Opinion
1. Unsupported Receivables from Exchange Transactions

The statement of financial position reflects receivables from exchange transactions
balance of Kshs.10,584,960 as disclosed in Note 18 to the financial statements. However,
the amounts had been outstanding for more than ninety (90) days. Further, debtor’s
management policy and ageing analysis in support of the receivables were provided for
audit review.

In the circumstances, the accuracy, completeness and full recoverability of receivables
from exchange transactions balance of Kshs.10,584,960 could not be confirmed.

2. Failure to Maintain Cash Books and Bank Reconciliation Statements

The statement of financial position as disclosed in Note 16 to the financial statements
reflects cash and cash equivalents balance of Kshs.2,891,023 as at 30 June, 2025.
However, the cash books and bank reconciliation statements were not provided for audit
in support of bank balances in respect of account numbers 1152196227 and
500284354614 held in two commercial banks.

In the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.2,891,023 could not be confirmed.

3. Unvalued Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment balance of
Kshs.2,189,847 as disclosed in Note 21 to the financial statements. However, review of
the Hospital records and physical inspection revealed that the Hospital owned plant,
property and equipment in the nature of freehold land, ICT equipment, furniture, fittings
and buildings that were not valued for inclusion in the financial statements.

Report of the Auditor-General on Likuyani Sub County Hospital for the year ended 30 June, 2025 — County
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Further, the land on which the Hospital is built and the developments therein did not have
ownership documents. In addition, the Hospital did not have an updated asset register in
the format prescribed by the Guidelines from The National Treasury.

In the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.2,189,847 could not be confirmed.

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

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis of Kshs.81,119,332 and Kshs.68,386,666 respectively,
resulting to an under-funding of Kshs.12,732,666 or 16% of the budget. Similarly, the
hospital expended Kshs.66,074,024 against a final budget of Kshs.81,119,332 resulting
to an under-expenditure of Kshs.15,045,308 or 18% of the budget.

In the circumstances, the under-funding and under-expenditure affected the planned
activities and may have impacted negatively on service delivery to the public.

My opinion is not modified in respect of this matter.
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 effect of the matters
described in the Basis for Qualified Opinion section, | have determined that there are no
other key audit matters to communicate in my report.

Other Information

Management is responsible for the Other Information set out on page iii to xxv which
comprise of Key Entity Information and Management, the Board of Management, Key
Management Team, Chairperson’s Statement, 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 and Statement of Board of Management
Responsibilities. The Other Information does not include the financial statements and my
audit report thereon.
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In connection with my audit on the Hospital's 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. If based on the work | have performed, |
conclude that there is a material misstatement of this Other Information, | am required to
report that fact. | have nothing to report in this regard.

My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance conclusion
thereon.

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 Public Resources section of my report, |
confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion

1. Failure to Meet Level 4 Hospital Requirements

Review of records maintained by the Hospital and analysis of healthcare staffing, and
physical verification of medical equipment provided at the facility revealed the following
shortfalls against what was required by the Kenya Quality Model for Health Policy
Guidelines of a Level 4 Facility.

Variance
in
Level 4 Number in Percentage
Category Standard | Hospital Variance (%)
Medical officers 16 2 14 87
General Surgeons 2 0 2 100
Paediatrics 2 0 2 100
Kenya Registered Community
Health Nurses 75 22 53 71
Radiologists 2 0 2 100
Anesthesiologists 2 0 2 100
Gynaecologists 2 0 2 100
Total 101 24 77 76
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In addition, the Hospital lacked the necessary equipment and machines outlined in the
Health Policy Guidelines as detailed below:

Item Level 4 Actual in Percentage
Standard | Hospital Variance (%)
Bed Capacity 150 72 78 52
Incubators (New Born) 5 0 5 100
High Dependency Unit Beds 6 0 6 100
Renal Unit with  Dialysis 5 0 5 100
Machines
Referral protocols (ambulance) 1 1 1 100
Theatres - one Maternity and 2 1 1 50
one General
Total 169 73 96 57

The absence of these essential components implies that the Hospital is operating below
the prescribed standards for a Level 4 Hospital.

In the circumstances, the public may not efficiently get the required medical services that
are expected to be offered by a Level 4 hospital.

2. Non-Compliance with the Facilities Improvement Financing Act, 2023

The statement of cash flows reflects transfers from other Government entities amounting
to Kshs.30,140,396. Further, the statement includes transfers to FIF amounting to
Kshs.32,804,554 which relates to transfer to Facility Improvement Fund. However, a
balance of Kshs.2,664,158 was retained at the FIF account and not remitted to the
Hospital or any other health facility. This was contrary to Section 5(1) of the Facilities
Improvement Financing Act, 2023 which provides that there shall be retention of all
monies raised or received by or on behalf of all public health facilities.

Further, review of the bank accounts documents revealed that the hospital had not
opened a special purpose Facility Improvement Financing bank account. This was
contrary to Section 5(2) of the Facilities Improvement Financing Act, 2023 which provides
that there shall be opened a facility improvement financing account for each public health
facility into which shall be paid all monies received by or on behalf of the respective public
health facility.

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

3. Long Outstanding Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.9,320,824 as disclosed in Note 22 to the financial statements. Management did not
explain why old trade payables had not been paid as a first charge. This was contrary to
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Section 41 (2) of the Public Finance Management (County Governments) Regulations,
2015 which provides that debt service payments shall be a first charge on the County
Revenue Fund and the Accounting Officer shall ensure this is done to the extent possible
that the County Government does not default on debt obligations.

In the circumstances, Management was in breach of the law.
4. Failure to Gazette Hospital Board Members

Review of records provided for audit revealed that the Hospital Board of Management
members had not been formally gazetted and their appointment letters were not provided
for audit review. This was contrary to Part 1.11 of Mwongozo Code of Governance, 2015
which provides that each Board member shall be formally appointed to the Board through
a Gazette Notice and thereafter an appointment letter.

In the circumstances, the regularity of appointment of Board members could not be
confirmed.

5. Failure to Undertake Safety and Health Audits

Review of the documents provided for audit verification revealed that, there were no
safety and health audits carried out by the Hospital during the year under review. This
was contrary to Section 11 (1) of the Occupational Safety and Health Act, 2007, which
states that the occupier of a workplace shall cause a thorough safety and health audit of
his workplace to be carried out at least once in every period of twelve months by a safety
and health advisor, who shall issue a report of such an audit containing the prescribed
particulars to the occupier on payment of a prescribed fee and shall send a copy of the
report to the Director.

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

6. Operating without Approved Strategic Plan

During the year under review, the Hospital did not have a strategic plan. This was contrary
to Section 149(2)(g) of the Public Finance Management Act, 2012 which states that an
Accounting Officer designated for a County Government entity shall prepare a strategic
plan for the entity in conformity with the medium-term fiscal framework and financial
objectives of the County Government.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that | comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my conclusion.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion
1. Failure to Establish Internal Audit Unit and Audit Committee

It was observed that the Hospital had not established an Internal Audit function and Audit
Committee. This was contrary to Regulation 167(1) of the Public Finance Management
(County Governments) Regulations, 2015 which requires County Government entities to
establish audit committees in accordance with prescribed regulations to monitor the
entities’ governance process, accountability process and control systems, offer objective
advice on issues concerning internal control, regulatory requirements and governance.

In the circumstances, Management was in breach of law and the effectiveness of internal
controls could not be confirmed.

2. Lack of Risk Management Policy and Risk Registers

Review of documents provided for audit revealed that the Hospital did not have a risk
management policy and risk registers. This was contrary to Regulation158(1) of the Public
Finance Management (County Governments) Regulations, 2015, which states that, the
Accounting Officer shall ensure that the County Government entity develops risk
management strategies, which include fraud prevention mechanism and a system of risk
management and internal control that builds robust business operations.

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

3. Weaknesses in Inventory Management

Physical verification conducted on 04 November, 2025 at the pharmaceutical, non-
pharmaceutical, and laboratory stores revealed the storage areas lacked air conditioning
systems necessary for preserving the quality of pharmaceuticals and the pharmaceutical
stores and laboratory stores had inadequate refrigerators for storage of drugs and blood.
Further, all stores lacked shelving, resulting in inventories being stored in disorganized
boxes. Although stock cards were in use, they did not capture batch numbers or expiry
dates. The disarray in storage made it difficult to confirm whether the First Expiry, First
Out (FEFO) principle was being applied.
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In addition, expired drugs of undetermined value were stored together with usable stock
and there were no established plans for proper disposal of expired drugs. This posed a
risk of expired drugs being mistakenly used.

In the circumstances, internal control over the pharmaceutical, non-pharmaceutical, and
laboratory stores is weak and may lead to loss of stores either due to fraud, error or poor
conditions.

4. Inadequate Controls in Revenue Collection System

Review of the billing system at Likuyani Sub-County Hospital revealed significant
weaknesses in the internal control environment. The Hospital operated under a partially
automated billing system, which lacked essential safeguards necessary for effective
revenue management. Staff roles within the revenue collection process were not properly
segregated, increasing the risk of manipulation. The system was unable to capture all
relevant event logs, failed to adequately bill for some services rendered, and allowed for
unauthorized bill reversals. Further, the system lacked the functionality to generate
comprehensive user activity reports, thereby hindering the ability to monitor and audit
user actions within the system.

In the circumstances, there is risk of the revenue collection system being manipulated
and may not deliver the intended correct output reports.

5. Weaknesses in Information Communication Technology Internal Control
Environment

Review of the ICT internal controls revealed that the Hospital did not have an approved
ICT policy, ICT security policy, policy on physical access to ICT environment and ICT
continuity and disaster recovery plan to guide ICT operations.

During a site visit on 28 October 2025, it was observed that a simple storage device
served as the main server, with no backup. This exposed the Hospital to the risk of
complete data loss in the event of a disaster and the ICT department had only one casual
employee managing the entire Hospital's ICT needs across all departments. This
employee had no reliever, no off-days, and was not on permanent or pensionable terms,
increasing operational risk.

Further, the Hospital did not have an approved ICT Strategic Committee and Steering
Committee, which are important in performing the oversight function and formulation of
policies to ensure that ICT department functions properly to assist in achievement of
organizational objectives in an economic, efficient and effective way.

In the circumstances, the ICT environment internal controls are ineffective and there is
risk of data and information loss in the event of a disaster.
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6. Lack of Proper Waste Management System

Review of the Hospital records revealed that the facility did not have a documented waste
management policy to guide on the disposal of Hospital wastes. Further, visit to the waste
burning chamber revealed that the burning chamber was in a dilapidated state and
needed urgent renovation.

In the circumstances, there is risk to health and environment of the Hospital community.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk management and overall governance
were operating effectively in all material respects. | believe that the audit evidence | have
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 International 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.

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

In 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.
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Auditor-General’s Responsibilities for the Audit

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
International Standards of Supreme Audit Institutions (ISSAIs). The standards require
that, in conducting the audit, | 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 Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with ISSAIs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | 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. In addition, |
consider the entity’'s control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

Further, | 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.oagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

AN

FCP%«, CBS

AUDITOR-GENERAL

Nairobi

15 December, 2025
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Likuyani Sub County Hospital (Kakamega County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2025

14. Statement of Financial Performance for The Year Ended 30 June 2025

Revenue from non-exchange transactions
Transfers from the County Government 6 5,800,288 0
Transfers from other Government entities 7 32,288,102 0
38,088,390 0
Revenue from exchange transactions
Rendering of services- Medical Service Income 8 43,030,942 0
Revenue from exchange transactions 43,030,942 0
Total revenue 81,119,332 0
Expenses
Medical/Clinical costs 9 26,961,904 0
Employee costs 10 5,705,805 0
Board of Management Expenses 11 46,000 0
Depreciation and amortization expense 12 1,370,979 0
Repairs and maintenance 13 3,086,023 0
Transfers 14 32,804,554 0
General expenses 15 6,790,562 0
Total expenses 76,765,827 0
Other gains/(losses)
Total other gains/(losses) 0 0
Net Surplus / (Deficit) for the year 4,353,505 0

(The notes set out on pages 24 to 35 form an integral part of the Annual F in‘mci [ Statements.)
A

The Hospital’s financial statements were approved by the Board on ..27. S and
signed on its behalf by:

Chairman: Mr. nington ge;fi UR EREe: Aipglca Medical Superintendent

Obiero otns Name: Dr. Evans Wakasa

Board of Management ICPAK No:



Likuyani Sub County Hospital (Kakamega County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2025

15. Statement of Financial Position As At 30" June 2025 .
Assets
Current assets
Cash and cash equivalents 16 2,891,023 0
Prepayments 17 0 0
Receivables from exchange transactions 18 10,584,960 0
Receivables from non-exchange transactions 19 2,147,706 0
Inventories 20 4,675,089 0
Total Current Assets 20,298,778 0
Non-current assets
Property, plant, and equipment 21 2,189,847 0
Total Non-current Assets 2,189,847 0

22,488,625

Total assets (A) 0
Liabilities
Current liabilities
Trade and other payables 22 9,320,824 0
Total Current Liabilities 9,320,824 0
Non-current liabilities
Total non-current liabilities 0 0
Total Liabilities (B) 9,320,824 0
Net assets (A-B) 13,167,801 0
Represented by:
Revaluation reserve 8,814,296 0
Accumulated surplus/Deficit 4,353,505 0
Net Assets 13,167,801 0

(The notes on pages 24 to 35 form an integral part of the Annual Financial Statements.)__
The Hospital’s financial statements were approved by the Board on ..Q)\ e and
signed on its behalf by:

Chairman: Mr. Hannington Head of Finance: Amboka
Obiero Collins
Board of Management ICPAK No: Name: Dr. Evans Wakasa



Likuyani Sub County Hospital (Kakamega County Government)

Annual Report and Financial Statements for The Year Fnded 30" June 2025

16. Statement of Changes in Net Assets for The Year Ended 30 June 2025

As at July 1, 2023 0 0 0 0
Revaluation gain 0 - - 0
Surplus/(deficit) for the year - 0 - 0
Capital/Development grants - - 0 0
As at June 30, 2024 0 0 0 0
At July 1, 2024 0 0 0 0
General Reserve 8,814,296 = . 8,814,296
Surplus/(deficit) for the year s 4,353,505 - 4,353,505
Capital/Development grants . - 0 0
At June 30, 2025 8,814,296 4,353,505 0 13,167,801
(Note:
Detailed analysis of the General reserve

1, Opening cash and cash equivalents-Tmprest account 2,413,726

2. Opening cash and cash equivalents - Revenue Account 1

3. Opening cash and cash equivalents - SHA account 1

4. Opening cash and cash equivalents - Equity Account 157,479

5. Inventory as at 30" June 2025 4,675,089

6. Opening Capital expenditure pending bill 1,568,000

Total 8,814,296

1. Prior year adjustments should have an elaborate note describing what the amounts relate to.
In such instances, a restatement of the opening balances needs to be done.)



Likuyani Sub County Hospital (Kakamega County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2025

17. Statement of Cash Flows for The Year Ended 30 June 2025

Cash flows irom operating activities

Receipts

Transfers from the County Government 5,800,288 0
Grants from donors and development partners 0 0
Transfers from other Government entities 30,140,396 0
Public contributions and donations 0 0
Rendering of services- Medical Service Income 32,445,982 0
Total Receipts 68,386,666 0
Payments

Medical/Clinical costs 20,745,763 0
Employee costs 5.016,063 0
Board of Management Expenses 46,000 0
Repairs and maintenance 2,651,196 0
Transfers 32,804,554 0
General expenses 4,810,448 0
Total Payments 66,074,024 0
Net cash flows from operating activities 23 2,312,642 0
Cash fiows from investing activities

Purchase of property, plant, equipment (1,992,826) 0
Net cash flows used in investing activities (1,992,826) 0
Cash flows from financing activities

Proceeds from borrowings 0 0
Net cash flows used in financing activities 0 0
Net increase/(decrease) in cash and cash equivalents 319,816 0
Cash and cash equivalents as at 1 July 2024 2,571,207 0
Cash and cash equivalents as at 30 June 2025 16 2,891,023 0

Under net cash flow from investing activities, the statement of cash flow has not recorded an amount of Kshs 1,568,000
in relation to purchase of property, plant and equipment that is a pending bill. This figure has however been reported

2,413,726

1. Opening cash and cash equivalents-Imprest account

2, Opening cash and cash equivalents - Revenue Account 1

3. Opening cash and cash equivalents - SHA account 1

4. Opening cash and cash equivalents - Equity Account 157,479
Total 2,571,207

(PSASB has now prescribed the direct method of cashflow presentation for all entities under the IPSAS
Accrual basis of accounting).



Likuyani Sub County Hospital (Kakamega County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2025

18. Statement of Comparison of Budget and Actual Amounts for Year Ended 30 June 2025

Kshs Kshs Kshs Kshs Kshs

Budget carryovers trom the previous year 0 0 0 0 0 0%

Receipts

Transfers from the County Government 5,800,288 0 5,800,288 5,800,288 0 100%

Grants from donors and development 0 0 0 0 0 0%

partners

Transfers from other Government entities 32,288,102 0 32,288,102 | 30,140,396 2,147,706 93%

Public contributions and donations 0 0 0 0 - 0%

Rendering of services- Medical Service 43,030,942 0 43,030,942 | 32,445,982 10,584,960 75%

Income

Revenue from rent of facilities 0 0 0 0 - 0%

Finance / interest income 0 0 0 0 - 0%

Miscellaneous receipts (specify) 0 0 0 0 = 0%

Total receipts 81,119,332 ] 81,119,332 68,386,666 12,732,666 84%

Payments

Medical/Clinical costs 27,172,031 0 27,172,031 | 20,745,763 6,426,268 76%

Employee costs 7,433,580 0 7,433,580 5,016,063 2,417,517 67%

Remuneration of directors 1,622,387 0 1,622,387 46,000 1,576,387 3%

Repairs and maintenance 6,111,933 0 6,111,933 2,651,196 3,460,737 43%

Transfers 32,804,554 0 32,804,554 | 32,804,554 0

General expenses 5,974,847 0 5,974,847 4,810,448 1,164,399 81%

Finance costs 0 0 0 0 0 %

Refunds 0 0 0 0 0 %

Total Operational Expenditure paid 81,119,332 0 81,119,332 66,074,024 15,045,308

Capital Expenditure paid 0 0 0 0 0 %

Surplus 0 0 0 2,312,642 0 Yo
Budget notes




Likuyani Sub County Hospital (Kakamega County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2025

1. Provide an explanation of differences between actual and budgeted amounts (any over/ 90% under) IPSAS 24.14
2. Provide an explanation of changes between the original and final budget, indicating whether the difference is due to reallocations or other

causes. (IPSAS 24.29)

Budget Reconciliation

;

H | !
| : |
1 |

Acual Surplus Amounts as per the stateent of Budget 2,312,642
1| Capital Expenditure (1,992,826)
2 | Opening Cash and Cash Equivalents 2,571,207
Closing Cash and Cash Equivalent as per the statement of Cash flows 2,891,023
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19. Notes to the Financial Statements

1.

2,

General Information

Likuyani Sub County Hospital is established by and derives its authority and
accountability from an Act. The entity is wholly owned by the Kakamega County County
Government and is domiciled in Kakamega County County in Kenya. The entity’s

principal activity is to provide quality and affordable healthcare services to the residents.

Statement of Compliance and Basis of Preparation

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

marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present
value. The preparation of financial statements in conformity with International Public
Sector Accounting Standards (IPSAS) allows the use of estimates and assumptions. It
also requires management to exercise judgement in the process of applying the entity’s
accounting policies. The areas involving a higher degree of judgment or complexity, or
where assumptions and estimates are significant to the financial statements, are disclosed
in Note. The financial statements have been prepared and presented in Kenya Shillings,
which is the functional and reporting currency of the entity. The financial statements have
been prepared in accordance with the PFM Act, and (include any other applicable
legislation), and International Public Sector Accounting Standards (IPSAS). The

accounting policies adopted have been consistently applied to all the years presented.
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3. Adoption of New and Revised Standards

i. New and amended standards and interpretations in issue effective in the year ended 30

June 2025

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

ii) New and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2025.

IPSAS 43

Applicable I'' January 2025

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

The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

State the expected impact of the standard to the Entity if relevant

I[PSAS 44:
Non- Current
Assets Held

for Sale and

Applicable I’ January 2025
The Standard requires,
Assets that meet the criteria to be classified as held for sale to be measured

at the lower of carrying amount and fair value less costs to sell and the

Discontinued | depreciation of such assets (o cease and:

Operations 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 Entity if relevant

[PSAS 45- Applicable I January 2025

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

Plant and IPSAS 45 has additional guidance/ new guidance for heritage assets,

Equipment infrastructure assets and measurement. Heritage assets were previously
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excluded from the scope of IPSAS 17 in IPSAS 45, heritage assets that
satisfy 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
infrastructurc asscts, implementation guidance and illustrative cxamplcs.
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.

State the expected impact of the standard to the Entity if relevant

IPSAS 46

Measurement

Applicable I January 2025
The objective of this standard was to improve measurement guidance across
IPSAS by:

1. Providing further detailed guidance on the implementation of
commonly used measurement bases and the circumstances under
which they should be used.

i1. Clarifying transaction costs guidance to enhance consistency
across [PSAS;

ii. 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.

State the expected impact of the standard to the Entity if relevant

IPSAS 47-

Revenue

Applicable I’ January 2026

This standard supersedes IPSAS 9- Revenue from exchange transactions,
IPSAS 11 Construction contracts and IPSAS 23 Revenue from non-
exchange transactions. This standard brings all the guidance of accounting
for revenue under one standard. The objective of the standard is to establish
the principles that an entity shall apply to report useful information to nusers
of financial statements about the nature, amount, timing and uncertainty of

revenue and cash flow arising from revenue transactions.

State the expected impact of the standard to the Entity if relevant
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Benefit Plans

IPSAS 48- Applicabie I January 2026

Transfer The objective of the standard is to establish the principles that a transfer

Expenses provider shall apply to report useful information to users of financial
statements about the nature, amount, timing and uncertainty of expenses and
cash flow arising from transfer expense transactions. This is a new standard
for public sector entities geared to provide guidance to entities that provide
transfers on accounting for such transfers.
State the expecied impact of the standavd to the Entity if velevant

[PSAS 49- Applicable 1°' January 2026

Retirement The objective is to prescribe the accounting and reporting requirements for

the public sector retirement benetit plans which provide retirement to public
sector employees and other eligible participants. The standard sets the

financial statements that should be presented by a retirement benefit plan.

State the expected impact of the standard to the Entity if relevant

IPSAS 50:
Exploration
For &
Evaluation of
Mineral

Resources

Applicable I’ January 2027
The objective of this Standard is to specity the financial reporting for the
exploration for and evaluation of mineral resources. The Standard requires:
i.  Limited improvements to existing accounting practices for
exploration and evaluation expenditures.

ii.  Entities that recognize exploration and evaluation assets to assess
such assets for impairment in accordance with this Standard and
measure any impairment in accordance with IPSAS 26.

iii.  Disclosures that identify and explain the amounts in the entity’s
financial statements arising from the exploration for and evaluation
of mineral resources and help users of those financial statements
understand the amount, timing and certainty of future cash flows
from any exploration and evaluation assets recognized.

State the expected impact of the standard to the Entity if relevant

iti) Early adoption of standards

10
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The Entity did not early — adopt any new or amended standards in the financial year or the
entity adopted the following standards early (state the standards, reason for early adoption

and impact on entity’s financial statements.)

11
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4.  Summary of Significant Accounting Policies

a. Revenue recognition

i) Revenue from non-exchange transactions
Transfers from other Government entities

Revenues from non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining control 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 Entity and can be measured reliably. To the extent
that there is a related condition attached that would give rise to a liability to repay the amount,
the amount is recorded in the statement of financial position and realised in the statement of
financial performance over the useful life of the asset that has been acquired using such funds.

ii) Revenue from exchange transactions

Rendering of services

The entity recognizes revenue from rendering of services by reference to the stage of
completion when the outcome of the transaction can be estimated reliably. The stage of
completion is measured by reference to labour hours incurred to date as a percentage of total
estimated labour hours. Where the contract outcome cannot be measured reliably, revenue is
recognized only to the extent that the expenses incurred are recoverable.

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of
ownership have been transferred to the buyer, usually on delivery of the goods and when the
amount of revenue can be measured reliably, and it is probable that the economic benefits or

service potential associated with the transaction will flow to the entity.

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount. The method applies this yield to the principal outstanding to determine

interest income for each period.

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

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

12
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Notes to the Financial Statements (Continued)

b.  Budget information

The original budget for FY 2024/2025 was approved by Board. Subscquent revisions or
additional appropriations were made to the approved budget in accordance with specific
approvals from the appropriate authorities. The additional appropriations are added to the
original budget by the entity upon receiving the respective approvals in order to conclude the
final budget. Accordingly, the entity recorded additional appropriations ofKsh. 0 on the FY
2024/2025 budget following the Board’s approval. The entity’s budget is prepared on a
different basis to the actual income and expenditure disclosed in the financial statements. The
financial statements are prepared on accrual basis using a classification based on the nature of
expenses in the statement of financial performance, whereas the budget is prepared on a cash
basis. The amounts in the financial statements were recast from the accrual basis to the cash
basis and reclassified by presentation to be on the same basis as the approved budget.

A comparison of budget and actual amounts, prepared on a comparable basis to the approved
budget, is then presented in the statement of comparison of budget and actual amounts. In
addition to the Basis difference, adjustments to amounts in the financial statements are also
made for differences in the formats and classification schemes adopted for the presentation of
the financial statements and the approved budget.

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

comparison of budget and actual amounts, and the actuals as per the statement of cash flows.
c. Taxes

Sales tax/ Value Added Tax

Expenses and assets are recognized net of the amount of sales tax, except:
» When the sales tax incurred on a purchase of assets or services is not recoverable
from the taxation authority, in which case, the sales tax is recognized as part of the

cost of acquisition of the asset or as part of the expense item, as applicable.

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

is inciuded as part of receivables or payabies in the statement of financial position.

o
LI
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Notes to the Financial Statements (Continued)

d. Investment property

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

Invesiment property acquired through a non-exchange iransaction is measured at its fair vaiue
at the date of acquisition. Subsequent to initial recognition, investment 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 peried of de-recognition.

Transfers are made to or {from investment property only when there 1s a change in use.

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

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

14
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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 Entity. Assets held under a finance lease are capitalized at
the commencement of the lease at the fair value of the leased property or, if lower, at the present
value of the future minimum lease payments. The Entity also recognizes the associated lease
liability at the inception of the lease. The liability recognized is measured as the present value
of the future minimum lease payments at initial recognition.

Subsequent to initial recognition, lease payments are apportioned between finance charges and
reduction of the lease liability so as to achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are recognized as finance costs in surplus or deficit.
An asset held under a finance lease is depreciated over the useful life of the asset. However, if
there is no reasonable certainty that the Entity will obtain ownership of the asset by the end of
the lease term, the asset is depreciated over the shorter of the estimated useful life of the asset
and the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits incidental
to ownership of the leased item to the Entity. Operating lease payments are recognized as an

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

g. Intangible assets

Intangible assets acquired separately are imitially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.
Following initial recognition, intangible asscts are carried at cost less any accumulated
amortization and accumulated impairment losses. Internally generated intangible assets,
excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred. The useful life of the

intangible assets is assessed as either finite or indefinite.

15
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Notes to the Financial Statements (Continued)

h. Biological Assets

The entity recognizes biological assets when it controls the assets due to past events, it 1s
probable that future economic benefits associated with the asset will flow to the entity, and
when the fair value or cost of the asset can be measured reliably. Biological assets are initially
and subsequently measured at fair value less costs to sell, except where fair value cannot be
reliably determined. Tn such cases, the asset is measured at its cost less accumulated
depreciation and any accumulated impairment losses. Changes in fair value less costs to sell

are recognized in surplus/deficit in the period in which they occur.

i. Research and development costs

The Entity expenses research costs as incurred. Development costs on an individual project are
recognized as intangible assets when the Entity can demonstrate:
» The technical feasibility of completing the asset so that the asset will be

available for use or sale

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

» The asset will generate future economic benefits or service potential
» The availability of resources to complete the asset

» The ability to measure reliably the expenditure during development.

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

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

i- Financial instruments

IPSAS 41 addresses the classification, measurement and de-recognition of financial assets and
financial liabilities, introduces new rules for hedge accounting and a new impairment model
for financial assets. The entity does not have any hedge relationships and therefore the new
hedge accounting rules have no impact on the hospital’s financial statements. (amend as

appropriate).

16
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A financial instrument is any contract that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another entity. At initial recognition, the entity
measures a financial asset or financial liability at its fair value plus or minus, in the case 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 financial asset or financial liability.

Financial asseis

Classification of financial assets

The entity classifies its financial assets as subsequently measured at amortised cost, fair value
through net assets/ equity or fair value through surplus and deficit on the basis of both the
entity’s management model for financial assets and the contractual cash flow characteristics of
the financial asset. A financial asset is measured at amortized cost when the financial asset is
held within a management model whose objective is to hold financial assets in order to collect
contractual cash flows and the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal
outstanding. A financial asset is measured at fair value through net assets/ equity if it is held
within the management model whose objective is achieved by both collecting contractual
cashflows and selling financial assets and the contractual terms of the financial asset give rise
on specified dates to cash flows that are solely payments of principal and interest on the

principal amount outstanding. A financial asset shall be measured at fair value through surplus

et

or deficit unless it is measured at amortized cost or fair value through net assets/ equity unless

an entity has made irrevocable election at initial recognition for particular investments in equity
instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its financial
assets into amortized cost or fair value categories for financial instruments. Movements in fair
value are presented in either surplus or deficit or through net assets/ equity subject to certain

criteria being met.
Amortized cost
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