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Acronyms & Glossary of Terms

FY
ESCRH
RCO
NHIF
AlE
CSR
IPSAS
PFM
IPSASB
CEO
KEMSA
PPE
CoG

Fiduciary Management

Financial year

Elwak sub-county referral hospital

Registered clinical officer

National health insurance fund

Authority to incur expenditure

Corporate social responsibility

International public sector accounting standards
Public finance management

International public sector accounting standard board
Chief executive officer

Kenya medical suppliers’ authority

Personal protective equipment

Council of governors

Key management personnel who have financial responsibility in the entity.
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v" Monitoring and evaluating performance

v Ensuring effective communication within the Hospital

ii) | Board of Management

Thelkey responsibilities for the Board are;

Ensyre that strategy is aligned with the purpose of the Hospital and legitimate interests and
gxpdctations of stakeholders.

Ensyre that the strategy of the Hospital is aligned to the long-term goals on sustainability so as not
to cdmpromise the ability of the future generations to meet their own needs.

Applove the Hospital structure.

Apptove the annual budget of the Hospital.

Monitor the Hospital performance and ensure sustainability.

Enhdnce the corporate image of the Hospital.

Ensyre availability of adequate resources for the achievement of the Hospital objectives.

Ensure effective communication with stakeholders.

ct the assets of the Hospital.

ili) | Accounting Officer/ Medical Superintendent

The’e are the responsibilities of the accounting officer of the hospital;
The gustodian of the hospital’s book of accounts

Mangge all accounting transactions

o

Publish financial statements on time

budget forecast

Handle monthly, quarterly and annual closings
Recdncile accounts payable and receivable
Ensure timely bank payments

Compute taxes and prepare tax returns

Mangge balance sheets and profit/loss statements

iv) |Management

¥l Serve as a liaison between the staff, management and patients
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I. Key Entity Information and Management
(a) Background information
Elwak Sub-County Hospital is a level 4 hospital domiciled in Mandera County under the Medical

services department. The hospital is governed by a Board of Management.

(b) Principal Activities

The principal activity of Elwak sub-county hospital is to provide medical services.

Vision:

Dedicated to advancing the health and transforming the lives of the people through excellent
clinical quality, accessible, patient-centred and effective team work.

Mission:

Ensure accessibility with patient-centred healthcare with excellence in quality by effective team work
and community participation for achieving the goal of Universal Health Coverage.

Core Values

Customer focus Professionalism and integrity Discipline and respect for people

Accountability Security and safety Teamwork and Team Spirit

(c) Key Management

The hospital’s management is under the following key organs:
i) County department of health
It’s led by the county executive committee who takes overall responsibility in the day-to-day running
of the Hospital on behalf of the Board of Management by;

v" Providing visionary and transformational leadership

Overseeing the implementation of the Boards resolutions
Support to Board of Management for effective oversight
Evaluate the hospital long term healthcare service effectiveness
Review and recommend appropriate actions for strategic operational plans and policies
Review performance improvement activities and patient’s safety efforts
Identify, evaluate and implement the scope of services, practice and governance of the hospital

Prudent management of resources

AN N NN Y N NN

Formulating long-term strategies and business plans
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v Design and implement short, medium and long-term goals for the medical facility

x

Frame budgets and operational strategy for each department.

v Oversee the finances of the hospital, including setting the rates for various health services,
budgeting and revenue monitoring.

v Streamline the operational procedures of the facility to provide patients with the best care.

v Ensure the security and safety of patient healthcare records and other facility data

(d) Fiduciary Management

The lry management personnel who held office during the financial year ended 30™ June 2022 and

who Bad direct fiduciary responsibility were:
l. 1. | | Medical Superintendent DR ABDULRAZA ABDINOOR
2. Head of finance ABDIRIZAK RASHID IBRAHIM
3. Head of supply chain MOHAMED ISSACK ADAW
4. Hospital Administrator MOHAMEDNUR HUSSEIN IBREIN
(e) Fiduciary Oversight Arrangements

The oversight arrangements include;

1} Clinical Research and Standards Committee.

i) dentifying health care service problems in the hospital and ensuring that they are resolved;
: ii} eview any changes on policy issues on standards, quality assurance and research;
L)) Liaise with the Medical Advisory Committee on matters of quality health care delivery

2 Audit committee

1) Reviewing quarterly, half-yearly and annual financial statements before submission to the
Board;
i) Reviewing the performance, objectivity, and independence of external auditors;

1ii) Consideration of audit findings by the external auditors;
v) Monitoring and reviewing the effectiveness of the Hospital’s internal audit function;

3. Rislf Committee
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ii)

iii)

Reviewing the Hospital’s internal control and ensuring quality, integrity, effectiveness and
reliability of the Hospital’s risk management framework.

Provide a forum for communication between the board, management and external risk
management advisors

Assist the board in its oversight responsibilities by monitoring and advising on operational

risks, including clinical risks.

4. County Assembly

1)

ii)
iii)

1v)

Scrutinize Budget estimates and budget documents and make appropriate
recommendations;

Monitors budget performance of the hospital

Ensure that the relevant hospitals accounts on its expenditure;

Consider reports of the Auditor-General;

5. Parliamentary committees

)

®

®

(h)

Develop a framework to guide and assist County Governments in the establishment of
institutional structures for the management of health;

Coordinate intra and inter agency and governmental consultations on health sector issues,
including existing and evolving health policies, legislation, regulations and programmes;
Coordinate and harmonize CoG views and perspectives on health matters;

Create forums for sharing of emerging issues and best practices, including modalities for

prioritization and promotion of health an instrument for socio-economic growth

Entity Headquarters
Elwak Sub-County Hospital,
P.O. Box 62-70301,

Elwak Town.

Entity Contacts

Telephone: (+254725079021/+25472116668)

E-mail: subcounty.elwak@gmail.com
info@mandera.go.ke

Entity Bankers
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- Equity Bank,

P.O Box 536-70300,
Mandera, Kenya.

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

County Attorney

P.O. Box.13-70300,
Mandera, Kenya.
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II. The Board of Management

Adow holds a Bachelor of business
management degree.

He brings over 20 years’ experience from

private sector from middle level to high

1. a “ management level. Adow strives has
ABUKAR ADOW

CCO Medical services

strived through own initiatives in acquiring
more knowledge, experience and skills thus
keeping up with ever increasing

professional dynamics.

Dr Abdulrazak Abdinoor is the medical
Superintendent for the hospital. He holds a

Bachelor of Medicine.
Dr. ABDULRAZAK ABDINOOR.

Medical Doctor, Medical superintendent.
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b Mr Ahmednur Abdullah is the nursing in-
' charge for the hospital.
Mr. Ahmednur Abdullahi Edin.
Nursing officer in-charge.
Mr Mohamednur Hussein Ibrein is the
hospital Administrator working for the
4, hospital.
Mr. Mohamednur Hussein Ibrein
Hospital Administrator.
| Mohamed issack Adaw is the hospital
‘ procurement in-charge
Mohamed issack Adaw
Procurement in-charge
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III.Management Team

Medical Superintendent.
Dr. Abdulrazak abdinoor.

1. Bachelor of Medicine

Accountant-in-charge.

Mr. Abdirizak Rashid Ibrahim

2, Bachelor of commerce- Accounting option.

Hospital Administrator.

Mr. Mohamednur Hussein Ibrein

Procurement officer
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Tv. CluirIn’s Statement.

It is my plepsure to present the hospital’s 2021/22 annual report and financial statements. Management and

operations pf the hospital is guided by the existing legal, policy, and institutional frameworks that govern

health sectqr to ensure efficient and effective delivery of services in the Hospital.

'ESCRH is putting great emphasis in improvement of communication with our patients, their families and

othet stukelolders in an effective and timely manner. To this end, we have continued to train our employees
care and effective communication while upholding the highest standards of care. In an effort

prpvide fimely and accurate information, we have established mechanisms for receiving and resolving
dback.

T ¥R Tecccesnascnncesen
L ADMINISTRATOR.
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V. Report of The Medical Superintendent

I am pleased to present the hospital’s annual report and financial statements for the year 2021/22. The
report highlights the hospitals operational and financial performance.

During the financial year 2021-2022, Elwak sub county hospital has undergone drastic transformation as
far development is concerned.the hospital has challenges which includes shortage of enough resources
from the county government in order to run the hospital’s day to day operation, there is severe shortage of
staffs; nurses, RCOs and pharmacist, there is also lack of boundary perimeter wall and lack of adequate
staff quarters.

In order to run smoothly the hospital’s operation, the county government must push for addition of funds,
deployment of more staffs and construction of more staff quarters and perimeter wall.

The thousands of patients served are a living testament to the care, love and support offered every day by
the outstanding commitment of our staffs. We are grateful to our ministry of health and county treasury for

their kindness, compassion, support, dedication and contributions to ESCRH.

DR ADULRAZAK ABDINOOR

Secretary to the Board.

V1. Statement of Performance Against Predetermined Objectives
Elwak sub-county hospital has two strategic pillars/ themes/issues and objectives within the current
Strategic Plan for the FY 2021/2022- FY 2027/2028. These strategic pillars/ themes/ issues are as follows:
Pillar /theme/issue 1: Operational excellence
Pillar/theme/issue 2: Skilled and energetic management team
Elwak sub-county hospital develops its annual work plans based on the above two pillars/Themes/Issues.
Assessment of the Board’s performance against its annual work plan is done on a quarterly basis. The
Elwak sub-county hospital achieved its performance targets set for the FY 2021/2022 period for its two

strategic pillars, as indicated in the diagram below:
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strategid objectives of the organization. To achieve this goal, the hospital will focus on the following

eveldp a focused capacity building program for both the board and the hospital management

teeamfine and strengthen the capacity of board committees

stitutjonalize leadership and governance performance measurement and appraisal systems

rporate Governance Statement

megting their expectations. Our structures, procedures and processes are anchored on accountability,
tragsparegcy, responsibility and fairess which are the tenets of good corporate governance. Through the
Board of] Management, Elwak Sub-County Hospital remains steadfast in complying with statutory

requirements and the Code of Governance for State Corporations (Mwongozo Code 2015) among others.

Rolg of t:IIChairman
(The|Chairfan is responsible for the strategic leadership of the board and is pivotal in creating conditions

for the ovprall effectiveness of the board, promotes an open environment for debate and ensures all
menjbers are able to speak freely and contribute effectively. He ensures that the Board plays a full and
tonsfructive part in the development and determination of the Hospital’s strategies and policies. The
¢haigman Isures that board meetings are held as and when necessary and members are supplied with

dccutate, tiely and sufficient information to enable them to discharge their duties effectively.

The tples agd responsibilities of the Board include:
i. | Planhing and monitoring, clinical services and preventive services.

ii. | Providing oversight in financial reporting to the County government and communication to
stakgholders.

Safeguarding Hospital assets by instituting appropriate internal control systems.

Elsn.j:ng the Hospital complies with all relevant laws and regulations.

Apprpve the annual budget of the Hospital.

Monrr the Hospital performance and ensure sustainability

availability of adequate resources for the achievement of the Hospital objectives.

Ensu
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Pillar/ theme/ issue 1: | Reengineering, | Enhance service | customers receive | effective  and

Operational excellence | policies delivery safe, timely, | timely service

equitable, efficient, | delivery and

effective and | efficient
patient-centred utilization of
services. resources
Pillar/ theme/ issue 2: | Institutionalize | alignment of | oversight in | vibrant
Skilled and energetic | leadership and | governance, financial reporting, | governance
management team governance leadership, and all | Safeguarding system

performance employees to the | Hospital assets
overall strategic
objectives of the

organization.

1) Achieve operational excellence to deliver speed and efficiency
Elwak sub-county hospital needs to deliver a better overall customer experience by aligning processes,
reducing timelines and making the whole customer experience from visit to exit a fast and efficient system.
To achieve this goal, the hospital will focus on the following objectives:
« Achieve operational excellence through process reengineering and policies
* Reduce waiting times through automation
 Review and institutionalize robust quality assurance processes

« Maintain excellent outcomes of treatment to reduce morbidity and mortality

2) Strengthen hospital leadership and corporate governance
Elwak sub-county hospital has a young, skilled and energetic management team and a board that exudes
wisdom. The hospital is committed to strengthen its capacity in leadership and governance in line with its

mission and purpose. This will ensure alignment of governance, leadership, and all employees to the overall
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uﬂtal’ility and audit

@rd' brepares annual financial statements which reflect a true and fair view of the hospital’s financial

at the end of each fiscal year. The Board of Management ensures that suitable accounting

nsﬁbil ies are defined under the Constitution of Kenya. The Board in furtherance of its duties, ensures

| Ec : .
‘the prdcess, structure and internal controls are maintained and adhered to and has internal risk and

i sﬁaff o carry out such functions.

Mapagement Discussion and Analysis

UT' prpvide healthcare services to Elwak Sub-County people and patients from neighbouring sub-

ies. ices include, outpatient clinics, inpatient care, accident and emergency. The hospital also

[LINDA MAMA) of 4,290,000.00
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Figure 1. Transfer from other government entities

Columnl

= Mandera county treasury

= NHIF Linda Mama

Utilisation of funds; -
Medical/clinical cost amounting to 3,480,730.00
Employee costs amounting to 2,438,120.00
Repair and maintenance amounting to 9,917,280.00

General expenses amounting to 13,935,170.00

Figure 2. Utilization of funds
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DR. ABDULRAZAK ABDINOOR

X1X

= medical cost/ clinical cost
= Employee cost
= Repair and maintenance

m general expenses



Elwak Sub County level 4 Hospital (Mandera County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2022

IX. Environmental And Sustainability Reporting.
Elwak hospital exists to transform lives. It’s what guides us to deliver our strategy, putting the client/Citizen
first, delivering health services, and improving operational excellence.
i) Sustainability strategy and profile
Environmental sustainability in hospitals is more than purchasing a single piece of energy-efficient
equipment. ESCRH create a culture of sustainability that creates lasting change. These
sustainability efforts do not happen in hospitals and care systems without vision and commitment.
ii) Environmental performance
Hospitals and care systems should make environmental sustainability a priority and create a culture
of change to achieve lasting results. Implementing lasting sustainability initiatives in hospitals and
care systems requires participation from multiple leaders across multiple departments, from senior
executives to department-level advocates.
iii) Employee welfare
Working in a health and social care environment, while often rewarding, can frequently be
challenging physically, mentally and emotionally. Employers are expected to care for staff and to
support and enable them to maintain their health. When employees ‘have good work, it contributes
positively to their mental health, our society and our economy.
ESCRH provides the employees welfare with outmost level and its as follows;
a) Staff quarters
b) Facilities to rest and to eat meals
c) Changing facilities and lockers

d) Sanitary and washing facilities

iv) Corporate Social Responsibility / Community Engagements
ESCRH seeks to impact people’s lives through its Corporate Social Responsibility (CSR) initiatives.
The initiatives are aimed at improving lives and enhance engagement with the public. Central to this
philosophy is the commitment to enhance the quality of life of people from marginalised and vulnerable
communities, by empowering them and catalysing change through creating awareness on diseases and

available interventions.

XX
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'X. Report pf The Board of Management

Board jmembers submit their report of Financial Statements for the year ended June 30, 2022, which

‘$how the sfate of the hospital’s affairs.

Prinkipal ]ctivities

princiflal activity of the hospital is to receive in-patient and out-patient and to provide them medical

tesults|of the hospital for the year ended 30" June, 2022 are set out on page 1 to 5.

Board Of Management

membgrs of the Board who served during the year are shown on page viii.

tors
\w‘dit; General is responsible for the statutory audit of the hospital in accordance with Article 229 of

tion of Kenya and the Public Audit Act 2015.

By Qrder of the Board

h)R ABDULRAZAK ABDINOOR

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

‘ nf the Board

XX1
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XI. 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 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 hospital for that year/period.
The Board of Management is also required to ensure that the ESCRH 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, 2021. 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 entity’s financial statements
give a true and fair view of the state of entity’s transactions during the financial year ended June 30, 2021,
and of the entity’s financial position as at that date. The Board members further confirm the completeness of
the accounting records maintained for the entity, which have been relied upon in the preparation of the

entity’s financial statements as well as the adequacy of the systems of internal financial control.

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

going concern for at least the next twelve months from the date of this statement.

xX11
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rtvalof the financial statements

al’s financial statements were approved by the Board on 30" June, 2022 and signed on its behalf

Name: TOHAMEDNUR HUSSEIN IBREIN Name: DR. ABDULRAZAK ABDINOOR
Administrator. MEDICAL SUPP
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

Enhancing Accountability

REP RT OF THE AUDITOR-GENERAL ON ELWAK SUB-COUNTY LEVEL 4
HOSPITAL FOR THE YEAR ENDED 30 JUNE, 2022 — COUNTY GOVERNMENT OF

MANDERA
PREAMBLE

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

A. Report on the Financial Statements that considers whether the financial statements

fairly presented in accordance with the applicable financial reporting framework,

- agcounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

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

. efficient, economic, transparent and accountable manner to ensure that the
. Gpvernment achieves value for money and that such funds are applied for the
infended purpose.

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

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

ohsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Publi¢ Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
he report when read together constitute the report of the Auditor-General.

Felle hree parts of the report are aimed at addressing the statutory roles and
[esp

?EPC RT ON THE FINANCIAL STATEMENTS

Qualified Opinion

havé audited the accompanying financial statements of Elwak Sub-County Level 4
Haspifal - County Government of Mandera set out on pages 1 to 23, which comprise of

Report f the Auditor-General on Elwak Sub County Level 4 Hospital for the year ended 30 June, 2022 — County
Governipent of Mandera

HEADQUARTERS
Anniversary Towers
Monrovia Street

P.O. Box 30084-00100
NAIROBI



the statement of financial position as at 30 June, 2022 and the statement of financial .

performance, statement of changes in net assets, statement of cash flows and 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 Elwak Sub-County Level 4 Hospital — County
Government of Mandera as at 30 June, 2022 and of its financial performance and its cash
flows for the year then ended, in accordance with International Public Sector Accounting
Standards (Accrual Basis) and comply with the Public Finance Management Act, 2012,
the County Governments Act, 2012, the Health Act, 2017 and the Mandera County Health
Services Act, 2019.

Basis for Qualified Opinion
1. Non-Disclosure of Property, Plant and Equipment

The statement of financial position reflects Nil property, plant and equipment balance.
However, review of Hospital records and physical inspection carried out in the month of
April, 2024 revealed various assets including land, buildings, furniture, computers and
equipment which were not disclosed in the financial statements. Further, the ownership
documents for land were not provided for audit.

In the circumstances, the accuracy, completeness and ownership of Nil property, plant
and equipment balance could not be confirmed.

2. Non-Disclosure of National Hospital Insurance Fund (NHIF) Claims Receivable

The statement of financial position reflects total current assets of Kshs.722,529 in respect
of cash and cash equivalents. Review of documents provided for audit revealed that
during the financial year under review, the Hospital had approved NHIF claims totalling
Kshs.4,690,000. However, the amount received was Kshs.4,290,000 resulting in an
outstanding claim of Kshs.400,000. The outstanding amount was not included in the
current assets balance under receivables.

In the circumstances, the accuracy and completeness of current assets of Kshs.722,529
could not be confirmed.

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAIs). | am independent of the Elwak Sub-County Level 4 Hospital
Management in accordance with ISSAI 130 on 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.

Report of the Auditor-General on Elwak Sub-County Level 4 Hospital for the year ended 30 June, 2022 - County
Government of Mandera
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udit Matters

udit matters are those matters that, in my professional judgement, are of most
nce in the audit of the financial statements. There were no key audit matters to
in the year under review.

RT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
URCES

usion

quired by Article 229(6) of the Constitution, based on the audit procedures
med, except for the matters described in the Basis for Conclusion on Lawfulness
ffectiveness in the use of Public Resources section of my report, | confirm that,
ing else has come to my attention to cause me to believe that public resources have
en applied lawfully and in an effective way.

for Conclusion
ate Submission of Financial Statements

inancial statements for the year ended 30 June, 2022 were submitted on
ril, 2024 which was one year and nine months after the end of the financial year.
as contrary to Section 149(2)(k) of the Public Finance Management Act, 2012
provides that an accounting officer shall, in respect of the entity concerned not later
hree months after the end of each financial year, prepare annual financial
ents for that financial year and submit them to the Auditor-General for audit, with
to the County Treasury.

circumstances, Management was in breach of the law.
ack of Approved Estimates of Income and Expenditure

ospital operated without an approved budget during the year under review. This
ontrary to Section 149(2)(h) of the Public Finance Management, 2012 which

gh a statement of comparison of budget and actual amounts was included in the
inangial statements, the source of the amounts reflected in the statement could not be

onfigmed.
n the circumstances, Management was in breach of the law.
.0. Role of Hospitals in Universal Health Coverage (UHC)

.1 Deficiencies in Implementation of Universal Health Coverage (UHC)

ent used and medical specialists in the Hospital at the time of audit revealed that

evi% of the Hospital records and interviews on verification of services offered,
spital did not meet the requirements of Kenya Quality Model for Health policy

eportlof the Auditor-General on Elwak Sub-County Level 4 Hospital for the year ended 30 June, 2022 - County

overrgment of Mandera
3




guidelines due to staff deficits by sixty-one (61) staff or a percentage deficit of 60% of the
authorized establishment.

Number
Staffing Level 4 in Percentage
Requirement Standard Hospital | Variance | Deficit %
Medical Officers 16 7 9 56
Anesthesiologists 2 0 2 100
General 2 0 2 100
Surgeons
Gynecologists 2 0 2 100
Pediatricians 74 0 2 100
Radiologists 2 0 d 100
Registered 1o 33 42 56
Community
Health Nurses
Total 101 40 61 60

In addition, the hospital lacked the necessary equipment and machines outlined in the
Health Policy Guidelines as detailed below:

Level 4 Actuals in

Hospital the Percentage
Service Standard Hospital Variance | Deficit %
Beds 150 62 88 58
New Born Unit Cots 5 0 ] 100
New Born Units Incubators 5 2 3 60
Resuscitare (2 in Labour 2 2 0 -
and 1 in Theatre)
Functional ICU Beds 6 0 6 100
High Dependency Unit 6 2 4 67
(HDU) Beds
Renal Unit with at Least 5 5 0 B 100
Dialysis Machine
Two Functional Operational 2 2 0 -
Theaters — Maternity &
General

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

In the circumstances, the Hospital may not be able to deliver on its mandate.
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3.2 Ihadequate Water Supply and Other Facilities

ing in lack of running water in the wards. In addition, the Hospital did not have proper

Durinlg the financial year under review, the Hospital experienced insufficient water supply
lge and sewerage system.

circumstances, inadequate water supply and lack of proper drainage and sewerage

aiver or variation; (b) the amount of tax, fee or charge affected by the waiver or
ion; (c) the year to which the waiver or variation relates; (d) the reasons for the
waiver or variation; and (e) the law in terms of which the waiver or variation was granted.

In thg circumstances, the regularity of waivers granted on patients’ bills could not be
confirmed.

5.0. Failure to Prepare Annual Procurement Plan

The Hospital did not have an annual procurement plan during the year under review. This
was gontrary to Section 45(3)(a) of the Public Procurement and Asset Disposal Act, 2015
which provides that all procurement processes shall be within the approved budget of the
procliring entity and shall be planned by the procuring entity concerned through an annual
procl:rement plan.

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

The &udit was conducted in accordance with the ISSAI 4000. The standard requires that
| comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements 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
basig for my conclusion.

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

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

Basis for Conclusion
1.0. Lack of Hospital Management Board

The Hospital did not have in place the board of management that is supposed to direct
the Hospital in achieving its strategic objectives. Even though the financial statements
disclosed some names purported to be of members of the Board of Management, there
was no evidence provided to support their appointment or record of work executed by the
Board.

In the circumstances, the Hospital may not achieve its strategic objectives.

2.0. Failure to Establish Internal Audit Function and Audit Committee

The Hospital did not have an audit committee. This is contrary to Regulation 167 of the
Public Finance Management (County Governments) Regulations, 2015 which provides
that each county government entity shall establish an audit committee. In addition, the
Hospital did not have an internal audit unit. This was contrary to Section 155(1)(a) of the
Public Finance Management Act, 2012 which provides that a county government entity
shall ensure that it has appropriate arrangements for conducting internal audit according
to the guidelines issued by the Accounting Standards Board.

In the circumstances, the effectiveness of checks and balances in the Hospital could not
be confirmed.

3.0. Identification, Collection and Accounting of Own Generated Revenue

3.1. Lack of Quarterly Revenue Reports

The statement of financial performance reflects an amount of Kshs.8,476,416 in respect
of income from rendering of services as disclosed in Note 9 to the financial statements.
However, the Hospital did not provide evidence to show that quarterly reports were
prepared and submitted the same to the County Treasury with a copy to the Auditor-
General as per the requirement of Regulations 64(1) of the Public Finance Management
(County Governments) Regulations, 2015 which requires the Accounting Officer or
receiver of revenue or collector of revenue to prepare a quarterly report not later than the
15th day after the end of the quarter.

3.2. Revenue Safeguards and Controls

Examination of revenue documents provided for audit revealed that revenue was
collected through an automated revenue collection system namely; Revenue
Management System for all the Hospital revenue streams. However, the system could
not generate reports for each revenue stream to support the daily and monthly collections.
In addition, the Hospital did not maintain a cash book. It was further noted that the Hospital
had eight revenue collection points and one supervisor for the Hospital revenue collection.
However, the revenue supervisor did not have access to the daily or monthly collection
reports.
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The Hospital fees was paid in both cash and deposits to M-pesa personal accounts for
the revenue clerks. However, the revenue clerks did not have safe boxes to keep the
received. Cash received was deposited in their personal M-pesa accounts and later

ack of Approved Staff Establishment and Scheme of Service

the year under review, Management did not have an approved staff establishment
cheme of service in place to provide guiding framework for human resources
gement. It was therefore not possible to confirm the basis for staff recruitment and
tions in the Hospital.

circumstances, the existence of effective human resources management controls
not be confirmed.

ack of Risk Management Policy and Disaster Recovery Plan

ospital did not put in place risk management policies, strategies, disaster recovery
nd risk register to mitigate against risk. This was contrary to Regulation 158(1)(a)
) of the Public Finance Management (County Governments) Regulations, 2015
provides that the accounting officer shall ensure that; (a) the County Government

ance were operating effectively, in all material respects. | believe that the audit
ce | have obtained is sufficient and appropriate to provide a basis for my
sion.

nsibilities of the Management and the Board of Management

ement is responsible for the preparation and fair presentation of these financial
ents in accordance with International Public Sector Accounting Standards (Accrual
and for maintaining effective internal controls as Management determines is

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

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

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.

Auditor-General’s Responsibilities for the Audit

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

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

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

se of its inherent Iimitations, internal controls may not prevent or detect

rt of an audit conducted in accordance with ISSAls, | exercise professional

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

e Eyaluate the appropriateness of accounting policies used and the reasonableness of
agcounting estimates and related disclosures made by Management.

e Conclude on the appropriateness of Management's use of the applicable basis of
counting and based on the audit evidence obtained, whether a material uncertainty
ists related to events or conditions that may cast significant doubt on the Hospital's
ility to continue to sustain its services. If | conclude that a material uncertainty exists,
m required to draw attention in the auditor’s report to the related disclosures in the
ancial statements or if such disclosures are inadequate, to modify my opinion. My
nclusions are based on the audit evidence obtained up to the date of my audit
ort. However, future events or conditions may cause the Hospital to cease to
ntinue to sustain its services.

V]

=0 0

O30

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

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

#» Peérform such other procedures as | consider necessary in the circumstances.

timing of the audit and significant audit findings, including any significant deficiencies in

communicate with Management regarding, among other matters, the planned scope and
nterr{l controls that are identified during the audit.
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| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

\

FCPA a CBS
AUDITOR-GENERAL

Nairobi

18 June, 2024
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Elwak sub-county level 4 hospital (Mandera County Government)
Annulal Report and Financial Statements for The Year Ended 30™ June 2022

Revenue from non-exchange transactions

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

Net Burplus for the year

Traqsfers from the County Government 6 25,750,000.00 0.00
i'raisfers from other Government entities NHIF 7 4,290,000.00 0.00
In Klind contribution from County Executive 8 118,137,594.00 0.00
Bew enue from Rendering of services 9 8,476,416.00 0.00
Total revenue 156,654,010.00 0.00
Expenses
MeJical/Clinical costs 10 3,480,730.00 0.00
Employee costs 11 120,575,714.00 0.00
Rep}i_rs and maintenance 12 9,917,280.00 0.00
Gengral expenses 13 13,935,170.00 0.00
Tral#fers to CRF 14 8,476,416.00 0.00
Totdl expenses 156,385,310.00 | 0.00
Othlr gains/(losses) 0.00

268,700.00 0.00

it§ beRalf by:
MOHAMEDNUR ABDIRIZAK RASHID
HU?SEIN IBREIN IBRAHIM

DR.ABDULRAZAK
ABDINOOR

sTissssssssssssssansnsass .
ital Administrator. Head of Finance
ICPAK NO. 25741

Superintendent

The Hospital’s financial statements were approved by the Board on 30" JUNE, 2022 and signed on




Elwak Sub-County level 4 hospital (Mandera County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2022

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

Assets

Current assets

Cash and cash equivalents 15 722,529.00 0.00
Total Current Assets 722,529.00 0.00
Non-current assets

Total Non-current Assets 0.00 0.00
Total assets 722,529.00 0.00
Liabilities

Current liabilities

Trade and other payables 16 453,829.00 0.00
Total Current Liabilities 453,829.00 0.00

Non-current liabilities

Total Non-current liabilities 0.00 0.00
Total Liabilities 453,829.00 0.00
Net assets 268,700.00

Revaluation reserve 0.00 0.00
Accumulated surplus/Deficit 268,700.00 0.00
Capital Fund 0.00 0.00
Total Net Assets and Liabilities 268,700.00 0.00

(The notes set out on pages 6 to 24 form an integral part of the Annual Financial Statements.)

The Hospital’s financial statements were approved by the Board on 30™ June 2022 and signed on
its behalf by:

MOHAMEDNUR ABDIRIZAK RASHID DR.ABDULRAZAK
HUSSEIN IBREIN IBRAHIM ABDINOOR

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

Head of Finance
ICPAK NO. 25741

Hospital Administrator. Medical Superintendent
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XV.

Statement of Changes in Net Asset for The Year Ended 30 June 2022

As af July 1, 2020 0.00
leviluation gain 0.00 - - 0.00
Surplus/(deficit) for the year - 0.00 g 0.00
Tilr:apial/Developmt::nt grants - - 0.00 0.00
As at June 30, 2021 0.00 0.00 0.00 0.00
;t Jhly 1, 2021 0.00 0.00 0.00 0.00
Revaluation gain 0.00 : h 0.00
gu.rp]us/(deﬁcit) for the year - 268,700.00 - 268,700.00
CapgglfDevelopment grants - - 0.00 0.00
Kt J]ne 30, 2022 0.00 268,700.00 0.00 268,700.00

oni

MO

The Ptspital’s financial statements were approved by the Board on 30" September, 2022 and signed
ts

ehalf by:

AMEDNUR ABDIRIZAK RASHID DR ABDULRAZAK

HUSSEIN IBREIN IBRAHIM ABDINOOR

Head of Finance Medical Superintendent
ICPAK NO. 25741

...........




Elwak Sub-County level 4 hospital (Mandera County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2022

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

Cash flows from operating activities

Receipts

Transfers from the County Government 6 25.750,000.00 0.00
Transfers from other Government entities 7 4,290,000.00 0.00
In Kind contribution from County Executive 8 118,137,594.00 0.00
Revenue from Rendering of services 9 8,476,416.00 0.00
Total revenue 156,654,010.00 0.00
Payments

Medical/Clinical costs 10 3,480,730.00 0.00
Employee costs 11 120,575,714.00 0.00
Repairs and maintenance 12 9,917,280.00 0.00
General expenses 13 13,935,170.00 0.00
Transfers to CRF 14 8,476,416.00 0.00
Total Payments 156,385,310.00 0.00
Net cash flows from operating activities 268,700.00 0.00
Net increase/(decrease) in cash and cash equivalents 268,700.00 0.00
Cash and cash equivalents at 1 July 15 453,829.00 0.00
Cash and cash equivalents at 30 June 15 722,529.00 0.00

The notes set out on pages 6 to 24 form an integral part of the Annual Financial Statements. The
Hospital’s financial statements were approved by the Board on 30" September, 2022 and signed on

its behalf by:
MOHAMEDNUR ABDIRIZAK RASHID
HUSSEIN IBREIN IBRAHIM

Head of Finance
ICPAK NO. 25741

DR ABDULRAZAK
ABDINOOR




Elwak Sub-County level 4 hospital (Mandera County Government)

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

XVII. Statement Of Comparison of Budget and Actual Amounts For The Year Ended 30 June 2022

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

Revenue
Transfers from the County Government 25,750,000.00 0.00 25,750,000.00 25,750,000.00 0.00 100%
Transfers from other Government entities 4,290,000.00 0.00 4,290,000.00 4,290,000.00 0.00 100%
In Kind contribution from County Executive 118,137,594.00 0.00 118,137,594.00 | 118,137,594.00 0.00 100%
Revenue from Rendering of services 8,476,416.00 0.00 8,476,416.00 8,476,416.00 0.00 100%
Total income 156,654,010.00 0.00 156,654,010.00 | 156,654,010.00 0.00 100%
Expenses
Medical/Clinical costs 3,480,730.00 0.00 3,480,730.00 3,480,730.00 0.00 100%
Employee costs 120,575,714.00 0.00 120,575,714.00 | 120,575,714.00 0.00 100%
Repairs and maintenance 9,917,280.00 0.00 9,917,280.00 9,917,280.00 0.00 100%
General expenses 13,935,170.00 0.00 13,935,170.00 13,935,170.00 0.00 100%
Transfers to CRF 8,476,416.00 0.00 8,476,416.00 8,476,416.00 0.00 100%
Total Expenditure 156,385,310.00 0.00 156,385,310.00 | 156,385,310.00 0.00 100%
Surplus for the period 268,700.00 0.00 268,700.00 268,700.00 00.00 100%

The Hospital’s financial statements were approved by the Board on 30™ September, 2023 and signed on its behalf by:

MOHAMEDNUR HUSSEIN

IBREIN

Hospital Administrator,

ABDIRIZAK RASHID IBRAHIM

Head of Finance

DR ABDULRAZAK

DINOOR

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

ical Superintendent
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XVIII. Notes To the Financial Statements

1.

General Information

Elwak Hospital is established by and derives its authority and accountability from Mandera County
Health Services Act, 2019. The entity is wholly owned by the County Government of Mandera and
is domiciled in Mandera County, Elwak Sub County, Kenya. The entity’s principal activity is

providing medical services.

2. Statement Of Compliance and Basis of Preparation

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

The financial statements have been prepared in accordance with the PFM Act, and International
Public Sector Accounting Standards (IPSAS). The accounting policies adopted have been

consistently applied to all the years presented.

3. Adoption of New and Revised Standards

IPSASB deferred the application date of standards from 1* January 2022 owing to Covid 19. This was

done to provide entities with time to effectively apply the standards. The deferral was set for 1% January
2023.
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Notes

the Financial Statements (Continued)

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

Applicable: 1** January 2022:
The objective of IPSAS 41 is to establish principles for the financial reporting of
financial assets and liabilities that will present relevant and useful information to
users of financial statements for their assessment of the amounts, timing and
uncertainty of an Entity’s future cash flows.

IPSAS 41 provides users of financial statements with more useful information than

IPSAS 29, by:

* Applying a single classification and measurement model for financial assets
that considers the characteristics of the asset’s cash flows and the objective

for which the asset is held;

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

applicable to all financial instruments subject to impairment testing; and

* Applying an improved hedge accounting model that broadens the hedging
arrangements in scope of the guidance. The model develops a strong link
between an Entity’s risk management strategies and the accounting treatment

for instruments held as part of the risk management strategy.

IPSA

Sacia

42:
Benefits

Applicable: 1* January 2022

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

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

(b) The key features of the operation of those social benefit schemes; and
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(c) The impact of such social benefits provided on the Entity’s financial performance,

financial position and cash flows.

Amendments to

Applicable: 1st January 2022:

improvements to

IPSAS

Other IPSAS a) Amendments to IPSAS 5, to update the guidance related to the components
resulting from of borrowing costs which were inadvertently omitted when IPSAS 41 was
I[PSAS 41, issued.
Financial b) Amendments to [PSAS 30, regarding illustrative examples on hedging and
Instruments credit risk which were inadvertently omitted when IPSAS 41 was issued.
¢) Amendments to [PSAS 30, to update the guidance for accounting for
financial guarantee contracts which were inadvertently omitted when
[PSAS 41 was issued.
Amendments to [PSAS 33, to update the guidance on classifying financial
instruments on initial adoption of accrual basis IPSAS which were inadvertently
omitted when IPSAS 41 was issued.
Other Applicable 1** January 2023

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

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

e IPSAS 39: Employee Benefits

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

IPSAS.

e IPSAS 29: Financial instruments: Recognition and Measurement

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

[PSAS 41 which is applicable from 1* January 2023.

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.
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ﬁ:\ 44: Non- | Applicable I*' January 2025
t Assets | The Standard requires,
:—ijld r Sale 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 depreciation of such

Disc

tinued
O*m'r(Iions Assets that meet the criteria to be classified as held for sale to be presented separately

assets to cease and:

in the statement of financial position and the results of discontinued operations to be

““ presented separately in the statement of financial performance.

i’. Early adoption of standards
The entity did not early — adopt any new or amended standards in the year 21/22.

b
=

mary Of Significant Accounting Policies
a)% Rdvenue recognition

| i) Revenue from non-exchange transactions

‘i' Transfers from other Government entities

F&:v::cs from non-exchange transactions with other government entities are measured at fair value and

F‘CO

Im conditions and it is probable that the economic benefits or service potential related to the asset will

ized on obtaining control of the asset (cash, goods, services, and property) if the transfer is free

low fo the entity and can be measured reliably.

iﬂ#nu from exchange transactions
ering of services

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

t&)m of the transaction can be estimated reliably. The stage of completion is measured by reference to

urs incurred to date as a percentage of total estimated labour hours. Where the contract outcome
;; t Be measured reliably, revenue is recognized only to the extent that the expenses incurred are
verable.
S lu of goods

ud from the sale of goods is recognized when the significant risks and rewards of ownership have
1 trafsferred to the buyer, usually on delivery of the goods and when the amount of revenue can be

zt: reliably, and it is probable that the economic benefits or service potential associated with the
sactipn will flow to the entity.
|
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Notes to the Financial Statements (Continued)
Interest income
Interest income is accrued using the effective yield method. The effective yield discounts estimated future
cash receipts through the expected life of the financial asset to that asset’s net carrying amount. The method
applies this yield to the principal outstanding to determine interest income for each period.
Dividends
Dividends or similar distributions must be recognized when the shareholder’s or the Hospital’s right to
receive payments is established.

Rental income
Rental income arising from operating leases on investment properties is accounted for on a straight-line
basis over the lease terms and included in revenue.

b) Budget information

The original budget for FY 2022-2023 was approved by Board. Subsequent revisions or additional
appropriations were made to the approved budget in accordance with specific approvals from the
appropriate authorities. The additional appropriations are added to the original budget upon receiving the
respective approvals in order to conclude the final budget. Accordingly, the recorded additional
appropriations on the FY 2022-2023 budget following the Board’s approval. The Elwak Sub County
Referral Hospital budget is prepared on a different basis to the actual income and expenditure disclosed
in the financial statements. The financial statements are prepared on accrual basis using a classification
based on the nature of expenses in the statement of financial performance, whereas the budget is prepared
on a cash basis. The amounts in the financial statements were recast from the accrual basis to the cash
basis and reclassified by presentation to be on the same basis as the approved budget.

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

then presented in the statement of comparison of budget and actual amounts. In addition to the Basis
difference, adjustments to amounts in the financial statements are also made for differences in the formats
and classification schemes adopted for the presentation of the financial statements and the approved
budget. A statement to reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and actual amounts and the actuals as per the statement of financial performance
has been presented on page 5 under section on statement of comparison of budget and actual amounts of
these financial statements.
¢) 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.
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| |
| Noles to the Financial Statements (Continued)

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

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

r payables in the statement of financial position.

nvestment property

t properties are measured initially at cost, including transaction costs. The carrying amount
in; ltﬂies e replacement cost of components of an existing investment property at the time that cost is
inI red |if the recognition criteria are met and excludes the costs of day-to-day maintenance of an

inyestmeht property.

is performed, its cost is recognized in the carrying amount of the plant and equipment as a
t if the recognition criteria are satisfied. All other repair and maintenance costs are recognized
or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil or nominal

ion the asset is initially measured at its fair value.

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

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

paymen
redogniz
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Notes to the Financial Statements (Continued)

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.

¢) Intangible assets

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

h) Research and development costs

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

> The technical feasibility of completing the asset so that the asset will be available for use or sale
> Its intention to complete and its ability to use or sell the asset

» The asset will generate future economic benefits or service potential

» The availability of resources to complete the asset

» The ability to measure reliably the expenditure during development.

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

immediately in surplus or deficit.

12
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the Financial Statements (Continued)
ancial instruments

al assets

recognition and measurement

F ial assets within the scope of IPSAS 29 Financial Instruments: Recognition and Measurement are
ssified as financial assets at fair value through surplus or deficit, loans and receivables, held-to-maturity
estinents or available-for-sale financial assets, as appropriate. The Entity determines the classification

o* its financial assets at initial recognition.

and receivables

and receivables are non-derivative financial assets with fixed or determinable payments that are
oted in an active market. After initial measurement, such financial assets are subsequently
d at amortized cost using the effective interest method, less impairment. Amortized cost is
ted by taking into account any discount or premium on acquisition and fees or costs that are an
part of the effective interest rate. Losses arising from impairment are recognized in the surplus
cit.

o-maturity

ivative financial assets with fixed or determinable payments and fixed maturities are classified
to maturity when the Entity has the positive

n and ability to hold it to maturity. After initial measurement, held-to-maturity investments are
d at amortized cost using the effective interest method, less impairment. Amortized cost is
ted by taking into account any discount or premium on acquisition and fees or costs that are an
1 part of the effective interest rate. The losses arising from impairment are recognized in surplus
it.

ment of financial assets

tity assesses at each reporting date whether there is objective evidence that a financial asset or an
f financial assets is impaired. A financial asset or an entity of financial assets is deemed to be
d if, and only if, there is objective evidence of impairment as a result of one or more events that
curred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has
act on the estimated future cash flows of the financial asset or the entity of financial assets that

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

l » | The debtors or an entity of debtors are experiencing significant financial difficulty

» | Default or delinquency in interest or principal payments

§| 13
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Notes to the Financial Statements (Continued)
» The probability that debtors will enter bankruptcy or other financial reorganization
» Observable data indicates a measurable decrease in estimated future cash flows (e.g. changes in

arrears or economic conditions that correlate with defaults)

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair value through
surplus or deficit or loans and borrowings, as appropriate. The Entity determines the classification of its
financial liabilities at initial recognition.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings, plus
directly attributable transaction costs.

Loans and borrowing

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortized
cost using the effective interest method. Gains and losses are recognized in surplus or deficit when the
liabilities are derecognized as well as through the effective interest method amortization process.
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or

costs that are an integral part of the effective interest rate.

i) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received through
non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory is its fair value at

the date of acquisition.
Costs incurred in bringing each product to its present location and conditions are accounted for as follows:
» Raw materials: purchase cost using the weighted average cost method

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

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

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

estimated costs necessary to make the sale, exchange, or distribution. Inventories
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Notes o the Financial Statements (Continued)
are recpgnized as an expense when deployed for utilization or consumption in the ordinary course of

pperatipns of the Entity.
Provisions

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

ment.

nancial statements, unless the possibility of an outflow of resources embodying economic benefits
ce potential is remote.

ent assets

ity does not recognize a contingent asset, but discloses details of a possible asset whose existence
ngent on the occurrence or non-occurrence of one or more uncertain future events not wholly
he control of the Entity in the notes to the financial statements. Contingent assets are assessed
lly to ensure that developments are appropriately reflected in the financial statements. If it has
virtually certain that an inflow of economic benefits or service potential will arise and the asset’s
be measured reliably, the asset and the related revenue are recognized in the financial statements
eriod in which the change occurs.

re and purpose of reserves

ub County Referral Hospital does not maintain reserves in terms of specific requirements.

) hanges in accounting policies and estimates
'he Elwak Sub County Referral Hospital recognizes the effects of changes in accounting policy
etrospgctively. The effects of changes in accounting policy are applied prospectively if retrospective
pplication is impractical.

i‘ mployee benefits

etirement benefit plans

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

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

15
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fund), and will have no legal or constructive obligation to pay further contributions if the fund does not
hold sufficient assets to pay all employee benefits relating to employee service in the

current and prior periods. The contributions to fund obligations for the payment of retirement benefits are
charged against income in the year in which they become payable. Defined benefit plans are post-
employment benefit plans other than defined-contribution plans. The defined benefit funds are actuarially
valued tri-annually on the projected unit credit method basis. Deficits identified are recovered through
lump-sum payments or increased future contributions on a proportional basis to all participating
employers. The contributions and lump sum payments reduce the post-employment benefit obligation.
n) Foreign currency transactions

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

0) Borrowing costs

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

P) Related parties

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

q) Service concession arrangements

Elwak Sub County Referral Hospital analyses all aspects of service concession arrangements that it enters
into in determining the appropriate accounting treatment and disclosure requirements. In particular, where
a private party contributes an asset to the arrangement, the Entity recognizes that asset when, and only
when, it controls or regulates the services. The operator must provide together with the asset, to whom it
must provide them, and at what price. In the case of assets other than whole-of-life’ assets, it controls,
through ownership, beneficial entitlement or otherwise — any significant residual interest in the asset at

the end of the arrangement. Any assets so recognized are measured at their fair value. To the extent that

16
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the Financial Statements (Continued)
has been recognized, the hospital also recognizes a corresponding liability, adjusted by a cash

ation paid or received.

Cash and cash equivalents

d cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and highly
nvestments with an original maturity of three months or less, which are readily convertible to
amounts of cash and are subject to insignificant risk of changes in value. Bank account balances
amounts held at the Central Bank of Kenya and at various commercial banks at the end of the
1 year. For the purposes of these financial statements, cash and cash equivalents also include short
h imprests and advances to authorised public officers and/or institutions which were not
ered or accounted for at the end of the financial year.

mparative figures

ecessary comparative figures for the previous financial year have been amended or reconfigured
rm to the required changes in presentation.

bsequent events

ave been no events subsequent to the financial year end with a significant impact on the financial
ts for the year ended June 30, 2022,

ificant Judgments and Sources of Estimation Uncertainty
aration of the Elwak Sub County level 4 Hospital financial statements in conformity with [IPSAS

management to make judgments, estimates and assumptions that affect the reported amounts of
8, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of the
g period. However, uncertainty about these assumptions and estimates could result in outcomes

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

tes and assumptions

assumptions concerning the future and other key sources of estimation uncertainty at the reporting
at have a significant risk of causing a material adjustment to the carrying amounts of assets and
es within the next financial year, are described below. The Entity based its assumptions and
es on parameters available when the consolidated financial statements were prepared. However,
circumstances and assumptions about future developments may change due to market changes or
tances arising beyond the control of the Entity. Such changes are reflected in the assumptions

ey occur.( [PSAS 1.140)
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Notes to the Financial Statements (Continued)
Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to inform

potential future use and value from disposal:

» The condition of the asset based on the assessment of experts employed by the Entity.
» The nature of the asset, its susceptibility and adaptability to changes in technology and
processes.
» The nature of the processes in which the asset is deployed.
»  Availability of funding to replace the asset.
» Changes in the market in relation to the asset.
Provisions

No provisions were raised.
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nsfers From Government Entities

andfer from Mandera county treasury 25,750,000.00

nta‘ Transfers 25,750,000.00

0.00

. Transfers from Other Government entities

rangfer from National Government (Ministry of Health) LINDA MAMA | 4,290,000.00

0.00

fotal Transfers 4,290,000.00

nt of staff salaries by County Executive of Mandera 118,137,594.00

Total Transfers 118,137,594.00 |  0.00
.. Revenue from rendering of services
evehues from rendering of services 8,476,416.00 0.00
tal Transfers 8,476,416.00 |  0.00

ical/ Clinical Costs

1,898,890 .00

ergency medical drugs 713,000.00 0.00
%&1 record information stationeries 815,840.00 0.00
itlry and cleansing Materials 53,000.00 0.00

tal medical/ clinical costs 3,480,730.00 0.00

1. Emiployee Costs

s, wages, and allowances 2,128,440.00

1
Sta

ff medical expenses and Insurance cover 146,400.00 0.00
Soci contribution-pension scheme 163,280.00 0.00
In kil}i payment — staff salaries by County Executive 118,137,594.00 0.00

0.00

Emplbyee costs 120,575,714.00

|
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Notes to the Financial Statements (Continued)
12. Repairs And Maintenance

Maintenance of civil works

9,917,280.00

0.00

Total repairs and maintenance

9,917,280.00

0.00

13. General Expenses

Catering expenses 202,000.00 0.00
Bank charges 19,050 0.00
Electricity expenses 5,545,400 0.00
Travel and accommodation allowance 595,600.00 0.00
Printing and stationery 381,100.00 0.00
Hire charges 360,000.00 0.00
Water and sewerage costs 1,152,000.00 0.00
Internet expenses 216,000.00 0.00
Fuel and lubricant 4,450,000.00 0.00
Other general expenses 1,014,020.00 0.00
Total General Expenses 13,935,170.00 0.00

14. Transfer to CRF Accounts

Transfer to CRF

8,476,416.00

0.00

Total

8,476,416.00

0.00

15. Cash And Cash Equivalents

Current accounts

722,529.00

0.00

Total cash and cash equivalents

722,529.00

0.00
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Cyrrent account
ity Bank, etc 1000266566200 |  722,529.00 0.00
Sup- total 722,529.00 0.00
_uﬁ Of - call deposits
' ity Bank —etc 0.00 0.00
21- total 0.00 0.00
c Fiig‘d deposits account
' Sup- total 0.00 0.00
Others(specify) 0.00 0.00
 cagh in hand 0.00 0.00
_ Sup- total 0.00 0.00
" Grand total 722,529.00 0.00
4 Trade And Other Payables
delpayables 453,829.00 0.00
Totalitrade and other payables 453,829.00 0.00
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Notes to the Financial Statements (Continued

17. Financial Risk Management

The entity’s activities expose it to a variety of financial risks including credit and liquidity risks
and effects of changes in foreign currency. The company’s overall risk management
programme focuses on the unpredictability of changes in the business environment and seeks
to minimise the potential adverse effect of such risks on its performance by setting acceptable
levels of risk. The company does not hedge any risks and has in place policies to ensure that
credit is only extended to customers with an established credit history.
Credit risk

The entity has exposure to credit risk, which is the risk that a counterparty will be unable to
pay amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits
with banks, as well as trade and other receivables and available-for-sale financial investments.
Management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with limits set by the directors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables, estimated by
the company’s management based on prior experience and their assessment of the current
economic environment. The carrying amount of financial assets recorded in the financial
statements representing the entity’s maximum exposure to credit risk without taking account
of the value of any collateral obtained is made up as follows:

The customers under the fully performing category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the company has recognised in the financial statements is considered
adequate to cover any potentially irrecoverable amounts. The entity has significant
concentration of credit risk on amounts due from July 2021.The board of management sets the
company’s credit policies and objectives and lays down parameters within which the various

aspects of credit risk management are operated.

(ii) Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the hospital’s board of
management who have built an appropriate liquidity risk management framework for the

management of the entity’s short, medium and long-term funding and liquidity management
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quirements. The entity manages liquidity risk through continuous monitoring of forecasts and

tual cash flows.

e table below represents cash flows payable by the company under non-derivative financial
ilities by their remaining contractual maturities at the reporting date. The amounts disclosed
ifl the table are the contractual undiscounted cash flows. Balances due within 12 months equal
eir carrying balances, as the impact of discounting is not significant.

. Related Party Balances
ature of related party relationships

tities and other parties related to the entity include those parties who have the ability to
ercise control or exercise significant influence over its operating and financial decisions.
lated parties include management personnel, their associates, and close family members.

Government of Kenya
]le County Government of Mandera is the principal shareholder of Elwak Sub County Hospital. Other
lated parties include:

i) The National Government;

i) The Parent Ministry;

iif) Key management;

iv) Board of directors;

ﬂ. Events After The Reporting Period

There were no material adjusting and non- adjusting events after the reporting period.
20. Ultimate And Holding Entity

Elwak Sub County Hospital is a level 4 facility fully owned by the County Government

of Mandera.

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