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1. Acronyms & Glossary of Terms

CSR Corporate Social Responsibility

OSHA Occupational Health & Safety Act

PFMA Public Financial Management Act

MED SUP Medical Superintendent

NHIF National Hospital Insurance Fund

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

CGM County Government of Meru

KSG Kenya School of Government

UON University of Nairobi
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2. Key Entity Information and Management
(a) Background information

Kanyakine Hospital is a level 4 hospital established under gazette notice number No. 786
and is domiciled in Meru County under the Health Department. The hospital is governed by
a Board of Management.

(b) Principal Activities

The principal activity of Kanyakine Sub - County hospital is to offer comprehensive quality
health care services.

(c) Key Management

The hospital’s management is under the following key organs:
- County department of health
- Board of Management
- 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:

G D g ior G e G G R

—

Medical Superintendent

Dr. Evelyn Kawira

Nursing Manager Services

Jackline Gatabi Manene

Health Administrative Officer

Doreen Kanana Kimathi

Director of Accounts

CPA Timothy Kaaria

(UL I SN RS I N

Accountant

Nkonge Eric Mutugi

(e)

("

Fiduciary Oversight Arrangements

- County Assembly

- Parliamentary committees

- Department of Health, County Government of Meru

Entity Headquarters

P.O. Box 76 — 60206, Kanyakine

Meru — Embu Highway
Meru County, KENYA

i
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(2)

(h)

()

()

(k)

Entity Contacts

Telephone: (+254) 0798484927
E-mail: mohkanyakine@gmail.com
Website: www.meru.go.ke

Entity Bankers
Kenya Commercial Bank
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. 120
Meru, Kenya
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3. The Board of Management

Adiel Gitobu Marangu
Board Chairman

Work Experience:
2015: Retired to farming

2011 —2014: AEO, Nkuene Division
2008 —2011: TAC Tutor

2006 — 2008: Senior Approved Teacher 1
1996 — 2005: Headteacher

1976 — 1995: Deputy Headteacher
Education Background:

1974 — 1976: Egoji TTC

1970 — 1973: Lenana School

1963 — 1969: Kithangari Pri School
DOB: 17" March 1956

Non- Executive Chairman

,' .

Kénnéth M. ManyarAé‘m
Board Member

|

Work Experience:

Chairman Kigakia Dairy Cooperative Society
(2018 to date), Chairman KTDA Kinoro Tea
Factory (2001 — 2021), Chairman Meru County
Council (1997 — 2002), Honorary Secretary
Abogeta Dairy Cooperative Society (1990 —
1996)

Education Background:

Bachelors of Project Management UON,
Diploma in Public Relations, Certificate in
Human Resource

DOB: 01/01/1961. Independent Director
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Lucy Murugu Gitonga
Board Member

Work Experience:

Currently a retired teacher who previously
taught at Consolata School Nairobi, Project
Busara Kibera, Hospital Hill Nairobi

Ass. Chair of BOM Kanyakine High School and
Kithatu Girls” High School, Theological
Education by Extension Parish Coordinator
PCEA Kanyakine Parish, Patron Mwendwa
Nyombayathi CBO

Education Background:

Masters in Education Administration, Africa
Nazarene University, Bachelor in ECDE and
Counselling Kenya Methodist University

DOB: 22/03/1954. Independent Director

Rev. Fr. Silas Kimathi

Board Member

Catholic Priest at St. Anne’s Kariene Parish
Serving priest for 34 years

Former Highschool teacher for 17 years
DOB: 01.01.1965

Independent Director

r? AR Ko ph B 1 LA RE 2 %"‘_ ]
Jane Riara Mathendu
Board Member

Work Experience:

Delegate of Meru Teachers Sacco
Director Meru TRS House

Abogeta Land Control Board Member
Chairperson of Imenti South MYWO
Kanyakine Market Board Member
Secretary of DCS residence NCDF Project
Business Entrepreneur

Education Background:

S1, ATS III, ATS II, ATS 1

P1, Egoji Teachers College

EACE, St. Mary’s Girls Secondary School
KAPE, Yururu Primary School

DOB: 01.01.1950

Independent Director
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Work Experience:

Maralal Teaching & Referral Hospital

Chuka Teaching & Referral Hospital

Kithogo Sub County Hospital

Kanyakine Sub County Hospital

Education Background:

Comprehensive Reproductive Health Course,
Meru DTC

KEPN, Mathare Medical Training College
KRCHN, Meru Medical Training College
KECHN, Machakos Medical Training College

TTTE—— :
Roy Murithi Mutegi DOB: 1971
Board Member Independent Director

Work Experience:

Business Management

Public Relations

Education Background:

1996 — 2000: KCSE, Chuka Girls Sec School
1988 — 1995: KCPE, Muringombaine

DOB: 6/6/1978

Independent Director

Kellen Mwendwa Nkanata
Board Member

DOB: 20/8/1975
Independent Director

LLawrence Mugambi Kaaria

I
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Dr. Evelyn Kawira Majau
Board Secretary

Work Experience:

2022 to date: Medical Superintendent & Family
Physician Kanyakine Sub - County Hospital
2016 — 2022: Family Medicine Registrar Moi
University

2012 — 2016: Medical Officer In Charge Giaki
Sub-district Hospital

2011 — 2012: Medical Officer Intern Chuka
District Hospital

Professional Bodies Membership:

Kenya Medical Association

Kenya Association of Family Physicians

Kenya IPC Network — IPNET KENYA

Kenya Medical Practitioners Pharmacists &
Dentists Union (KMPDU)

Education Background:

2024 to date: Postgraduate Diploma in
Cardiology, University of Birmingham

2024: Leadership  Course,  Strathmore
University

2020: Strategic Leadership and Development
Program, KSG

2018: Senior Management Course, KSG

2016 — 2022: Masters in Family Medicine, Moi
University

2005 — 2011: Bachelor of Medicine & Surgery,
Kampala International University

2000 — 2003: KCSE, Chogoria Girls’ High
School

DOB: 06/06/1986
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4. Key Management Team

Dr. Evelyn Kawira Majau
Medical Superintendent

Work Experience:

2022 to date: Medical Superintendent & Family
Physician Kanyakine Sub - County Hospital
2016 — 2022: Family Medicine Registrar Moi
University

2012 — 2016: Medical Officer In Charge Giaki
Sub-district Hospital

2011 — 2012: Medical Officer Intern Chuka
District Hospital

Professional Bodies Membership:

Kenya Medical Association

Kenya Association of Family Physicians
Kenya IPC Network — IPNET KENYA

Kenya Medical Practitioners Pharmacists &
Dentists Union (KMPDU)

Education Background:

2024 to date: Postgraduate Diploma in
Cardiology, University of Birmingham

2024: Leadership Course, Strathmore
University

2020: Strategic Leadership and Development
Program, KSG

2018: Senior Management Course, KSG

2016 — 2022: Masters in Family Medicine, Moi
University

2005 — 2011: Bachelor of Medicine & Surgery,
Kampala International University

2000 — 2003: KCSE, Chogoria Girls™ High
School

DOB: 06/06/1986
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Work Experience:

Currently, Director of Accounts, CGM
Previously; Director Energy, Chief Officer
Lands & Public Works, Director Budget
Professional Bodies Membership:
ICPAK

Education Background:

Msc (Finance & Accounting), UON
Bachelor of Commerce, UON

_ Nkonge Eric

CPA (K)
¢ DOB: 1972
AR 1 4 £
CPA Timothy Kaaria
Director of Accounts
Accountant
WORKING EXPERIENCE

Currently, Accountant at Kanyakine SCH,
Githongo SCH, Financial Reporting Unit and
MCRB.

Education Background

Msc(Finance and Account),Meru university

Bachelor of Commerce, ongoing CPA
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Jackline Gatabi

Nursing Service Manager

Working Experience

Kanyakine Sub-County Hospital

Meru Teaching & Referral Hospital
Education Background

MSc.Nursing .Meru University

Bachelor of Science in Nursing CHUKA
University

Diploma in Nursing —Olive Irvine College of

Health Science

Doreen Kimathi

Health Administrative Officer

Working Experience

Kanyakine Sub-County Hospital
Timau Sub-County Hospital

Meru Teaching & Referral Hospital
Education Background

MBA (Finance) KEMU

Bachelor in Business Administration-KEMU

Xi
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5. Chairman’s Statement

We are grateful to Almighty God for the good year 2024-2025. I am pleased to present the annual report
and financial statements for Kanyakine Sub - County Hospital for the year that ended on 30™ June 2025.
Kanyakine Sub - County Hospital, a sub-county hospital located in Imenti South, Meru County, offers a
comprehensive range of medical services including preventive, promotive, curative, and rehabilitative
services. Our hospital is structured into several key departments: outpatient, inpatient, immunization,
orthopaedic services, dental, palliative care, laboratory, radiology, maternity, morgue and specialized
clinics conducted by experts.

Overview of the Financial Year 2024-25The financial year 2024-2025 has been marked with tremendous
achievements in the facility. The Board of Management is delighted to highlight the following significant
milestones and developments:

Installation of Oxygen plant in the facility:

The Meru County Government in collaboration with the ministry of Health have constructed the oxygen
tank (540 litres) in the facility, the Oxygen plant has increased accessibility of Oxygen to our clients in the
facility as well as supply to other health facilities with Oxygen. The oxygen plant has reduced the need to
travel to get the oxygen from other facilities.

Piping of oxygen in the facility:

The Meru County in collaboration with AMREF Kenya have facilitated the piping of oxygen to all
departments in the facility which has greatly increased the effective delivery of oxygen to our patients and
has enhanced service delivery to our clients.

Infrastructure Renovations:

Major renovations were carried out in the outpatient ablution block and male ward ablution block, These
improvements have resulted in increased customer satisfaction and enhanced the service delivery to our
clients.

Purchase of the CIPAP machine:

The purchase of the CIPAP machine has led to an increase in the number of premature neonates referred to
our facility for the management of the respiratory distress syndrome and has enhanced service delivery
through improved quality of care to the neonates with respiratory conditions.

Construction of the UPS room in order to aid in the utilization of the digital

X-Ray machine:

The UPS and power stabilizer has facilitated the utilization of the digital X-Ray machine, which has led to
an increase in the number of clients diagnosed with various chest conditions including TB.

The digital X- Ray machine has helped us to serve more clients efficiently, reducing the need for them to
travel long distances for similar services.

Construction of the walkway has enhanced service delivery by aiding in the movement of the patient
trolley and various equipments within the facility.

Piping of the borehole water has ensured a reliable and adequate water supply, significantly improving
our operational capacity. The borehole water is also shared with the community who have expressed their
appreciation for the initiative.

Purchase of the generator:

The facility has received a generator (125 kVA) from the County Government of Meru to facilitate
provision of power supply to the various departments within the facility.

Xii
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Installation of a transformer and meter in the facility:
A new transformer has been installed in the facility due to the high need for power in the facility.

Revenue Generation:
The increased workload has resulted in higher revenue generation, allowing the hospital to procure
essential medicines, laboratory supplies, and non-pharmaceutical items.

Challenges and Future Plans

Despite our successes, we have faced several challenges:

1. Staff Shortage:
The hospital continues to grapple with a shortage of staff, which impacts our ability to deliver optimal
services.

2. Space Constraints:
The growing demand for specialized consultants has highlighted the need for more space within our
facility.

Strategic Expansion Plans

To further enhance our service delivery, we recognize the need to expand our facilities and services. Our
future plans include the establishment of additional departments such as:

e Accident and Emergency

e Dialysis

e Intensive Care Unit (ICU)

« Advanced Diagnostic Radiological Services (CT scan, MRI)

« Oncology services

« Incinerator

These expansions are crucial to meet the increasing healthcare demands of our community and to provide
comprehensive medical care.

Conclusion

In conclusion, the financial year 2024-25 has been a period of significant growth and development for
Kanyakine Sub - County Hospital. We remain committed to improving our services and infrastructure to
better serve our community. I extend my heartfelt gratitude to the Board of Management, our dedicated
staff, and the County Government of Meru for their unwavering support.

Thank you.
Adiel Gitobu Marangu T
Name Signature

Chairman to the Board
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6. Report of The Medical Superintendent
Kanyakine Sub- County hospital is a functional level 4 facility which offers comprehensive quality health
care services to the residents of Imenti South Sub-County and the neighbouring Sub Counties of Meru and
Tharaka Nithi County.
Being a Public Sub -County hospital, the facility serves as a referral facility for the 42 health facilities
within Imenti South which includes Dispensaries and Health Centers.
The facility receives several emergency cases at the outpatient department due to its location along
Meru-Embu Highway and serves an average of 600 clients daily.
Due to the high demand for the emergency care services, a number of health care workers have been trained
on how to manage the acute conditions, emergencies and trauma patients through on job trainings, CMEs,
and County trainings.
The facility has great potential for growth to a level 5 facility and offer comprehensive quality health care
services to the residents of Imenti South and beyond by increasing the quality diagnostic services to the
walk-ins and referred patients. In addition to a modern storied building which can incorporate the various
departments including the Accident and Emergency department, Surgical, Paediatric, Gynaecological and
Medical department as well as the administration block. ICU unit, oncology and dialysis services are

required.

Dr. Evelyn Kawira Majau

Name Signature

The Medical Superintendent
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7. Statement of Performance Against Predetermined Objectives
Kanyakine Sub - County Hospital had identified four major strategic pillars in order to offer quality health

care services to our clients by ensuring the services are affordable, accessible, available, efficient and

effective.

Kanyakine Sub - County Hospital develops its annual work plans based on the strategic

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, as indicated in the diagram

below:

SERVICE DELIVERY To  offer Total ® (Quarterly Conducted
quality number of data review four data
medical clients seen meetings review
Services ® C(Customer | ® Budget meetings

satisfaction allocation for Conducted
score the purchase one
® Increased of  medical customer
workload equipment e.g satisfactio
® Purchase of CIPAP n feedback
a CIPAP survey
machine Purchased
medical
equipment
including
CIPAP
machine.
INFRASTRUCTURE ® [nsure ® Utilization of | ® Constructio Power
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availability the digital X n of the UPS stabilizer
of key ray machine power room
infrastructu by availing stabilizer constructe
re the room for room d
the UPS and Budget ® Renovatio
power allocation n of the
stabilizer for the ablution
® Renovation renovation block done
of the of the | ® Piped
ablution ablution borehole
block in the block water  in
Outpatient Piping of the the
department borehole department
and  male water in the s in place.
ward facility
® Provision of
clean water
in the facility
HUMAN RESOURCE GAP | ® To enhance
service
delivery
MEDICAL DRUGS AND Adequate ® Availabilit Budget ® Budget
NON-PHARMACEUTICAL supply of y of the allocation allocated
S pharmaceut medical for the drugs
icals  and drugs and and non
non non pharmaceuti
pharmaceut pharmaceut cals
icals icals

8. Corporate Governance Statement
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a)
b)

The Board of management held 8 Board meetings that were fully attended by its members. The
hospital is in the process of preparing its Board Charter. During this financial year there were no
cases of conflict of interest arising from the Board.

As per the Meru County Health Services Act 2016:

Board of the Hospital:

9. (1) A county and a sub-county hospital shall be governed by a Board appointed by the Executive

Member and approved by the Governor consisting -

(a) a non-executive chairperson;

(b) the Medical Superintendent of the hospital who shall be an ex-official member and the
secretary;

(c) one officer of the department designated by the Executive Member from among members of
county health management team or sub county health management team;

(d) one person representing religious based organizations elected by a joint forum of the
organizations in the county or sub county;

(e) one person representing non-governmental organizations providing health services in the
county or sub county elected by a joint forum of non-governmental organizations in the county
or sub county;

(f) one person representing persons with disabilities elected by the joint forum of organizations of
persons with disabilities in the county or sub county;

(g) one person elected by the joint forum of health professional bodies in the county or sub county,
from amongst their members who are not public officers;

(h) one person who has the knowledge or experience in finance or accounting; and

(i) one person elected by women organizations involved in provision of health services in the
county or Sub County.

Removal from Office

A person appointed under section 9 may:

at any time resign by issuing notice in writing to the Executive Member;

be removed from office by the Executive Member on the advice of the County Health Management

Team and in case of a person appointed under section 9, in consultation with the Governor for

i.  serious violation of the Constitution or any other written law;
ii.  gross misconduct, whether in the performance of the functions of the office or otherwise;
iii.  physical or mental incapacity to perform the functions of office;
iv.  has been absent from three consecutive meetings of the Board without the permission of the
chairperson;
v.  incompetence; or
vi.  bankruptcy.

Functions of the Board
The Board shall be responsible for:

a) providing oversight over the administration of the hospital;

b) promoting the development of the hospital;

¢) approving plans and programs for implementing county health strategies in the hospital;
d) approving estimates before submission to the Chief Officer; and

e) carrying out any other function assigned by the Executive Member.

XVii
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9. Management Discussion and Analysis
The facility receives several emergencies at the outpatient department due to its location along Meru-Embu
Highway and serves an average of 600 clients daily. The facility bed capacity is 80 beds in the in-patient
department and a 50-bed capacity maternity with a bed occupancy rate of 98%.
The facility also offers specialist heath care services to referred patients and also to the walk-ins. These
services include: Gynaecology, Paediatrics, Surgical, Medical, ENT, Dental, Occupational health care
services and pharmaceutical services.
During this financial year, primary care networks trainings were carried out with Kanyakine Sub County
being identified as a Hub (referral facility) for the spokes within the sub county, five MDT activities
(multidisciplinary activities) were carried out within the Sub county these activities targeted the screening
of the non-communicable and communicable diseases and linkage to care for follow up for the identified
cases as well as treatment of the conditions.
The facility acts as a training Institution for the medical students in various Universities and Colleges such
as: MUST, KEMU and KMTC.
The total revenue generated in the financial year 2024-2025 was Ksh.48,978.,268 million shillings, which
was an increase from the previous year; this was due to an increase in the laboratory diagnostics and
increased workload in the facility. In order to adequately offer comprehensive quality medical care, the
facility has completed a number of projects in the last financial year carried out by the county government
such as: Purchase of the generator (125 KVA), Installation of a transformer and KPLC meter in the facility.
Installation of Oxygen plant in the facility, purchase of the UPS and power stabilizer for the digital X ray
machine, piping of oxygen in the facility.

Through the Facility Improvement Funds (FIF) the facility has improved the quality of care across all the
departments by Purchase of Non-Pharmaceuticals, Medical drugs and Laboratory supplies.

The process of the development of the hospital strategic plan is ongoing.

The facility has encountered few challenges during the year. Firstly, with the addition of new departments
and increase in the workload, the facility has had to cope with the issue of space cutting across all the
departments. In addition, the issue of shortage of staff, with an increased workload there is need for
additional staff in order to offer quality health care. Finally, the referral system of the complicated cases
that require services such as dialysis and ICU, since the facility does not offer these services, needs to be
enhanced and efficient.

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

Name: Dr. Evelyn Kawira Majau
The Medical Superintendent
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10. Environmental And Sustainability Reporting
i) Sustainability strategy and profile

Kanyakine Sub- County hospital is a functional level 4 facility which offers comprehensive quality health
care services. The hospital continues to introduce more health care services that are not offered anywhere
in the sub county and have prudent financial management systems so as to maintain or continue offering
services to the citizens of the country over the long- term
ii) Environmental performance
Kanyakine Sub- County hospital endeavors to manage its waste well by ensuring its environment is kept
clean every day and the waste collected is appropriately collected and taken to a dumpsite as well as
recycling what is able to be recycled
iii) Employee welfare
Kanyakine Sub- County hospital hires personnel on casual and contractual basis guided by the county
human resource manual so as to achieve gender ratio as well as give opportunities to the persons living with
disabilities. The employees are regularly trained to enhance their skills and knowledge.
iv) Market place practices-
a) Responsible competition practice.
Kanyakine Sub- County hospital does not tolerate corruption practices and is a no-corruption go zone
b) Responsible Supply chain and supplier relations
Kanyakine Sub- County hospital strictly adheres to the Public Procurement and Disposal Act and therefore
maintains good business practices, and treats its own suppliers responsibly by honoring contracts and
respecting payment practices.
v) Corporate Social Responsibility / Community Engagements
Kanyakine Sub- County hospital partnered with KCB Bank and Dream Trust Project of'a CSR event during

the year under review
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11. Report of The Board of Management

The Board members submit their report together with the Financial Statements for the year ended June
30, 2025, which show the state of the Kanyakine Sub - County hospital’s affairs.

Principal activities

The principal activity of Kanyakine Sub - County hospital is to offer comprehensive quality health care
services.

Results

The results of the entity for the year ended June 30 2025 are set out on pages 1 to 5
Board of Management

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

The Auditor General is responsible for the statutory audit of the Kanyakine Sub - County hospital in
accordance with Article 229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

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

Name: Dr. Evelyn Kawira Majau

Secretary to the Board
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12. Statement of Board of Management’s Responsibilities

Section 164 of the Public Finance Management Act, 2012 and the Meru County Health Services Act
,2016 requires the Board of Management to prepare financial statements in respect of Kanyakine Sub -
County Hospital, which give a true and fair view of the state of affairs of the Kanyakine Sub - County
Hospital at the end of the financial year/period and the operating results of the Kanyakine Sub - County
Hospital for that year/period. The Board of Management is also required to ensure that Kanyakine Sub
- County Hospital keeps proper accounting records which disclose with reasonable accuracy the
financial position of the Kanyakine Sub - County Hospital. The Board members are also responsible for
safeguarding the assets of the Kanyakine Sub - County Hospital.

The Board of Management is responsible for the preparation and presentation of the Kanyakine Sub -
County Hospital ’s financial statements, which give a true and fair view of the state of affairs of the
Kanyakine Sub - County 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
Kanyakine Sub - County Hospital , (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
Kanyakine Sub - County 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 Kanyakine Sub - County 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 and The Meru County Health Services Act,
2016. The Board members are of the opinion that the Kanyakine Sub - County Hospital ’s financial
statements give a true and fair view of the state of Kanyakine Sub - County Hospital ’s transactions
during the financial year ended June 30, 2025, and of the Kanyakine Sub - County Hospital ’s financial
position as at that date. The Board members further confirm the completeness of the accounting records
maintained for the Kanyakine Sub - County Hospital, which have been relied upon in the preparation of
the Kanyakine Sub - County Hospital ’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 Kanyakine Sub -
County Hospital will not remain a going concern for at least the next twelve months from the date of this
statement.

Approval of the financial statements
The Kanyakine Sub - County Hospital’s financial statements were approved by the Board on 26™ August
2025 and signed on its behalf by:

j - 4 (‘
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Name: Adiel Gitobu. Marangu Name: Dr. Evelyn Kawira Majau
Chairperson Accounting Officer
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REPORT OF THE AUDITOR-GENERAL ON KANYAKINE SUB COUNTY HOSPITAL
FOR THE YEAR ENDED 30 JUNE, 2025 - COUNTY GOVERNMENT OF MERU

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

C. Report on the Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
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 Kanyakine Sub County Hospital
set out on pages 1 to 23, which comprise of the statement of financial position as at
30 June, 2025, statement of financial performance, the statement of changes in net
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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 Kanyakine Sub County Hospital 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 County Governments Act, 2012, Health Act, 2017 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion
1. Inaccurate and Unsupported Accounts Receivable

The statement of financial position and as disclosed in Note 20 to the financial statements
reflects receivables from exchange balance of Kshs.13, 637,595. However, the balance
was not supported with movement schedules or general ledger. No debtor names, Identity
Cards, amounts per debtor, or services rendered was provided to support the balance.
Further, information corroborated with the Ministry of Health revealed that the Hospital
disclosed amounts totalling Kshs.2,320,155 and Kshs.8,946,600 owed from SHA and
NHIF respectively, resulting into a variance of Kshs.2,370,840 from the amount disclosed
in the financial statements.

In addition, re-computation of the movement on the receivables from exchange
transactions made up of a Nil opening balance of total expected amount for the period of
Kshs.61,494,519 and total actual receipts for the period of Kshs.35,340,673 results to a
balance of Kshs.26,153,846 leading to unreconciled and unexplained variance of
Kshs.12,516,251.

In the circumstances, the accuracy and completeness of accounts receivable could not
be confirmed.

2. Loss of Revenue Due to Rejected and Unreported SHIF Claims

During the audit of revenue from the Social Health Insurance Fund (SHIF) Scheme, it was
noted that a number of eligible patient claims totalling Kshs.181,360 submitted to SHA by
the Hospital were rejected. The Hospital was therefore, unable to recover costs for
treatments already provided. Management did not provide reasons given by SHA for
rejecting the claims.

Further, the Hospital did not disclose the same either as revenue receivable or revenue
lost in the financial statements submitted for audit.
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In the circumstances, the accuracy of receivables and/or medical contract losses could
not be confirmed.

3. Undisclosed Land

The statement of financial position reflects property, plant and equipment net book value
of kshs.1,934,623 as disclosed in Note 18 to the financial statements. However, value the
land, documents of title and survey for the land on which the Hospital has been built were
not provided for audit.

In the circumstances, the accuracy, completeness and ownership of the property, plant
and equipment net book value of Kshs.1,934,623 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIls). | am independent of the Kanyakine Sub County Hospital
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.

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 effects of the matter
described in the Basis for Qualified Opinion section, | have determined that there are no
other key audit matters to communicate in my report.

Emphasis of Matter
Incorrect Level on Classification of the Hospital by the Social Health Authority

Audit revealed that although the Hospital is established and gazetted as a Level 4 facility
under Gazette Notice No. 786, the Social Health Authority has captured and classified
the Hospital as a Level 3 facility for the purposes of claims processing and benefits
payment under Part VIII, Section 57 of the Social Health Insurance Act. Consequently,
claims submitted by the Hospital have been reimbursed at Level 3 rates instead of the
applicable Level 4 rates.

Other Matter
Unresolved Prior Year Matters

In the prior years’ audit reports, several issues were raised under the Report on Financial
Statements, Report on Lawfulness and Effectiveness in Use of Public Resources, and
Report on Effectiveness of Internal Controls, Risk Management and Governance.
However, review of the status during audit revealed that the following matters remained
as summarized in Appendix | unresolved as at 30 June, 2025.
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Other Information

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

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 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
the Lawfulness and Effectiveness in 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 Deduct and Remit Public Procurement Capacity Building Levy

Review of records revealed that the Hospital entered into contracts but no documentary
evidence has been provided to confirm that the Hospital complied with paragraph 3(1) of
the Public Procurement Capacity Building Levy, Order 2023 which states that there shall
be paid a levy by a supplier on all procurement contracts signed between the supplier
and a procuring entity, at the rate of 0.03% of the value of the signed contract, exclusive
of applicable taxes. In addition, Public Procurement Regulatory Authority (PPRA) circular
No. 01/2024 dated 30 August, 2024 which requires procurement entities to remit the levy
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to the Authority through the e-Citizen payment platform by the 20t day of the subsequent
month and also file monthly returns.

In the circumstances, Management was in breach of the law.
2. Long Outstanding Payables Not Forming First Charge

The statement of financial position and as disclosed in Note 19 to the financial statements
reflects trade and other payables balance of Kshs.4,519,533. Review of ageing analysis
provided for audit review revealed accounts payables balance of Kshs.919,878 which
have been outstanding for a period of more than one year. It was therefore, not clear why
the pending bills did not form first charge contrary to Section 41(2) of the Pubic Finance
Management (County Government) Regulations, 2015 which requires debts service
payments to form first charge.

In the circumstances, Management was in breach of the law.
3. Non-Compliance with Reporting Requirements on Preference and Reservations

Review of the Hospital procurement function revealed that it did not prepare or submit the
mandatory bi-annual reports as required under Section 157(12) and (13) of the Public
Procurement and Asset Disposal Act, 2015. Specifically, the Hospital did not certify
compliance with the requirement to reserve at least thirty percent (30%) of its
procurement budget for disadvantaged groups (youth, women, and persons with
disabilities) nor did it provide disaggregated data on the beneficiaries of such
procurement. In the absence of these reports, it was not possible to verify the level of
compliance with the statutory provisions on preferences and reservations in public
procurement.

In the circumstances, the Hospital was in breach of law.
4. Irregularities in Board of Management
4.1. Expired Board Term

Review of the Board composition for the Hospital revealed that the Board was appointed
in October, 2018. As at the time of audit (2025), the Board had continued to serve beyond
the cumulative six-year term limit prescribed in Mwongozo. No documented extension,
reappointment, or evaluation was provided to justify their continued service.

4.2. Absence of Annual Board Evaluation

Review of the Board’s activities revealed that the Board had not conducted an annual
evaluation of its performance, contrary to the provisions of Section 1.12 of the Mwongozo
Code of Governance for State Corporations. Further, there was no evidence that the
Board had established performance criteria or conducted evaluations covering the Board
as a whole, its Committees, individual members, the Chairperson and the Accounting
Officer.
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In the circumstances, the Hospital was in breach of law.

5. Deficiencies in
Inadequate Resourcing

Implementation of Universal

Health Coverage (UHC) -

Review of Hospital records, interviews, and verification of services, equipment, and
medical staff revealed significant discrepancies when compared to the requirements set
out in the Kenya Quality Model for Health Policy Guidelines as per the below table:

Level 4 Number in Percentage

Staff Requirements standard Hospital | Variance %
Medical officers 16 1 15 94
Anesthesiologists 2 0 2 100
General surgeons 2 0 2 100
Gynecologists 2 1 1 50
Pediatrics 2 1 1 50
Radiologists 2 0 2 100
Kenya Registered Community 75 36 39 52
Health nurses

Pediatricians 2 1 1 50

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

Service Level 4 Actuals
Hospital in the Percentage
Standard Hospital [Variance %
Resuscitaire (2 in labor ward, 1 in
theatre) 2 33
New born unit (5 Incubators) 2 60
New born cots (5) 2 60
Functional intensive care unif]
beds 6 0 6 100
High d d it bed
igh dependency unit beds 5 0 6 100
Renal dialysi
nal dialysis 5 0 5 100
[Two functional operating theatres
(Maternity & General) 2 1 1 50
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These deficiencies contravene the First Schedule of Health Act, 2017 and imply that
accessing the highest attainable standard of health, which includes the right to health
care services, including reproductive health care as required by Article 43 (1) of the
Constitution of Kenya, 2010 may not be achieved.

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

6. Non-Compliance with Mandatory Registration Requirements under the Data
Protection Act

The Hospital, being a Public Health Institution that processes large volumes of sensitive
personal data, including patient health records, falls within the threshold for mandatory
registration as a data controller and a data processor as prescribed under Section 18 of
the Data Protection Act, 2019. However, as at the time of the audit, the hospital had not
registered with the Office of the Data Protection Commissioner, contrary to the legal
requirement under Section 18(1) of the Act.

In the circumstances, the Hospital was in breach of law.
7. Lack of an Approved Staff Establishment

The Hospital did not have an approved staff establishment contrary to Paragraph B 5(2)
of the County Public Service Human Resource Manual, 2013 which states that all
vacancies shall be declared in a prescribed format which shall include the number of
vacancies, when the vacancy occurred, whether the vacancy is within the authorized
establishment and other relevant details. Further, Section B 6(3) states that in the
recruitment process, due consideration will be given to appropriate organizational
structure in each department, optimal staffing levels, schemes of service and career
progression guidelines.

It was not possible to establish if the Hospital operated at optimum staffing levels. In
addition, the Hospital was in breach of the County Public Service Human Resource
Manual, 2013.

In the circumstances, the Hospital was in breach of law.
8. Non-Compliance to Remittance of Statutory Deductions

Examination of the Hospitals statutory deductions revealed that housing levy was not
deducted and remitted to the Kenya Revenue Authority from any of the contracted casual
employees. The employer and the employees were eligible for statutory deductions. The
total amounts not remitted to the Kenya Revenue Authority amounted to Kshs.308,364.

In the circumstances, the Hospital was in breach of 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
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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.

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

Conclusion

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

Basis for Conclusion
1. Lack of Insurance Coverage and Valuation for Medical Equipment

During the audit, it was noted that equipment currently in use within the facility are neither
insured against loss or damage nor recorded with updated valuation in the asset and
therefore, posing greater financial risks as they are exposed to financial liabilities.

In the circumstances, the absence of insurance cover and updated asset valuation points
to ineffective internal controls and weak risk management practices over the safeguarding
of the hospital’'s assets and ensuring service delivery.

2. Use of Manual Payroll

During the year under review, the Hospital operated a manual system in processing
payroll. The use of Manual system requires manual calculation of deductions and net pay
and constant monthly or annual updates of the data manually which is prone to error or
manipulations. The Management did not provide a justification of maintaining a manual
payroll and did not demonstrate mechanisms put in place to protect payroll data integrity
in respect of the manual.

In the circumstances, the continued use of a manual payroll system without adequate
control measures indicates ineffective internal controls and weak risk management
practices over payroll processing and data integrity.

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 eviden<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>