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()

(b)

(c)

2. Key Entity Information and Management

Background information

MSCH Hospital is a level 4 hospital and is licensed to operate as a level 4 with The
Medical Practitioners and Dentist Act, Cap. 253 registration number GK-013560 and is
domiciled in Kisumu County under the Health Department. The hospital is governed by a
Board of Management and the Health Management Team.

Principal Activities
The principal activity/mission/ mandate of the hospital is to,

MISSION: To transform the livelihood of Kisumu County through responsive and
sustainability technologically driven, evidence based and client centred health system for
accelerated attainment of highest standards of health.

VISION: To develop MSCH to be an efficient and high quality healthcare system that is
accessible, equitable and affordable for every Kenyan.

Key Management

The hospital’s management is under the following key organs:
- County department of Medical Services, Public Health and Sanitation
- Board of Management
- Accounting Officer/ Medical Superintendent
- Health Management Team

iii
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(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30" June

2024 and who had direct fiduciary responsibility were:

MEDICAL SUPERINTENDENT

3 Mrs. Everlyne Metobwi

HEALTH ADMINISTRATIVE
OFFICER

Mr. Jonah Ochar 7

NURSING OFFICER

NI\_/lrs. Millicent Orwa
S .
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(e) Fiduciary Oversight Arrangements
The fiduciary oversight arrangement of the hospital is done by;
Quality Improvement Committee

They oversight quality healthcare services to the patients and general clients’ inquiries. The team ensures
patients arc given quality medical services while in the hospital for both inpatient and outpatient services.

They observe time frame in which healthcare providers within the hospital take to serve patients.

The anti-corruption Committee
The oversight mandate of the anti-corruption committee is to ensure the hospital resources are properly
utilized and that no corruption cases are observed or reported from either patients or staffs working

within the hospital.

Clinical Research and standard Committee

This is a committee within the hospital responsible for doing clinical research to help the facility solve
healthcare problems. They attend meetings and seminars organized by institutions doing clinical research
such as KEMRU. It’s headed by the clinical officers who are the focal persons in clinical research and

standard setting. They conduct infection prevention control measures and emergency response strategies.

County Executive Committee
The County Exccutive Committee exercise executive authority in accordance with the constitution and

county legislation.
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() Entity Headquarters

P.O. Box 486 40100
Kisumu. next to Kondele Primary School, Along Kibos Road
Kisumu, KENYA

(g) Entity Contacts

Telephone: (+254) 706582268
E-mail: migosihealthcentre@gmail.com
Website: www kisumucounty.go.ke

(h) Entity Bankers

Cooperative Bank of Kenya,
Kisumu East Branch
7199-40100

Kisumu

(i) Independent Auditors

Auditor General

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

GPO 00100

Nairobi, Kenya

() Principal Legal Adviser

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

City Square 00200
Nairobi, Kenya

(k) County Attorney

P.O. Box. 2738-40100
Kisumu, Kenya

Vi
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3. The Board of Management

PROF. JANE KONDITI

Prof . Konditi is the chairperson of the board of
management at the facility. She is 73 years old.

She holds a PhD in Strategic Management and

s Lcadership, M.B.A and B.B.A. She has taught at

the University of Texas at Arlington, Texas. She is

i currently doing consultancy for SMEs. She is also

|| a trustee of the Kenya National Chamber of

Commerce & Industries representing Nyanza

region.

CPA. NELSON ADUL

Mr. Nelson is a member of the board of
management and represents persons with

disability. He 1s 42 years old and he B.B.A with IT,
finance option, a Certified Public Accountant of
Kenya with 20 years of work experience in

finance, accountancy, taxation etc.

MR. FREDRICK OMITI

Vil

Mr. Omiti is a member of the board of
management. He is 38 years old. He holds a
bachelor’s degree in public health from JOOUST
and a diploma in clinical medicine from KMTC.
He is currently a clinical research associate at

Sinopharm East Africa.
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MR. JOASH ODHIAMBO

Mr. Odhiambo is a member of the facility board of
management. He is 65 years of age and he holds
MBA, B.COM with CPA 2 as a Professional
Course. He retired from the National Treasury as a

Senior Accountant.

Mr. Omondi is a member of the facility board of
management. He is 42 years old and holds a
Master’s degree Project Planning and Management
from University of Nairobi (2017), bachelor’s
degree in basic sciences from Maseno University
(2006). He is currently working with Skills

Mecducation Africa Ltd as an Operational Manager.

Mrs. Okech is a member of the board. She is 50
years old. She holds bachelors of business
administration, accounting option from the
University of East Africa, Baraton. She is currently
the Executive Director and Programs Coordinator

of Kenya Female Advisory Organization
(KEFEADO).

MRS. EVERLYNE METOBWA

Mrs. Everlyne is the facility in-charge. She holds a

| bachelor’s degree in Education Arts (Psychology

Option) and a Diploma Course in Clinical
Medicine. She also holds a credit in senior
management with 22 years of experience and 15
years in leadership position. She is the secretary to

the board of management, not a member of ICS.

viii
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4.

Key Management Team

Mrs. Everlyne Metobwa

(Psychology), a Diploma Course in
Clinical Medicine with 22 years of
experience. Credit in Senior Management.

Medical Superintendent.

She holds Bsc. Education Arts

He holds Bsc in Information Technology

Health Administrative Officer.

with 2 years’ work experience.

2' Mr. Jonah Ochar
Nursing officer in-charge.
She holds Bsc in Nursing with 28yrs experience
in the nursing field.
3. Mrs. Millicent Orwa.

X
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Laboratory In-charge.
She holds higher diploma in haematology

with work experience of 27yrs and is
registered with KMLTTB.

Mrs.Tabither Adhiambo.

Pharmacist In-charge.
She is a professional pharmacist and holds
a bachelor degree from University of
Nairobi with 8yrs experience and 6yrs

experience in a hospital set up.

-

Occupational Therapist In-charge.
He holds a Diploma Course in
occupational therapy from KMTC with 9

years of work experience. He is licenced

by the Occupational Therapy Council of

Kenya and a registered member of the

Kenya Occupational Therapy Association.

6. Mr. Roy Ochieng
l \ e e

]
et
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Head of Clinical Department.

She holds BSc Public Health from
JOOUST and a Diploma in Clinical
Medicine and Surgery. She has 14 years of
experience as a clinical officer. She is
registered and licensed by the Clinical

Officers.

7. Mss. Millicent Atieno Ndai

Nutritionist Officer In-charge.
She holds a Diploma Course in Nutrition
and Dietetics Management with 7 years of
work experience. She is a registered

member of Nutrition and Dietetics Union.

Facility CHA In-charge.

She holds MPH in Public Health with 13
years of work experience.

9. Mrs. Phelisters Achieng

X1
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10.

11.

Mrs. Patricia Livondo

12.

Mrs. Faith Onyango
G

Mrs. Florence Nanjira

Radiographer Officer In-charge.

She holds a Diploma Course in Medical Imaging
Sciences with 20 years of work experience. She is
a member of Socicty of Radiographers of Kenya
and Kenya Nuclear Regulatory Authority.

Records and Information Officer.
She holds a diploma in health records and
information from Mount Kenya University

with 12 years’ work experience.

Public Health Officer.
She holds a bachelors degree in
Environment Health Sciences with 9 years

of work experience.

I
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13.

Mrs. Jasmine Okore

Head of CCC Department
She holds a diploma in clinical medicine
and surgery from KMTC with 8 years of

work experience.

xiii




Migosi Sub County Hospital
Annual Report and Financial Statements for The Year Ended 30" June 2024

5. Chairman’s Statement

BACKGROUND

MSCH main mandate is to transform the livelihood of Kisumu County through responsive and
sustainability technologically driven, evidence based and client centred health system for accelerated
attainment of highest standards of health. It serves as a centre for research activities through partner
program activities, training for medical student and health workers. MSCH thrive to provide healthcare
services as set out in its mandates and is ready for the dynamic healthcare and environmental changes.
The financial statements present the financial performance of the fund in relation to ensuring affordable

and quality healthcare provision.

STRATEGIC DIRECTION
The overwhelming need and challenges provide opportunities for strategic thinking about the future of
the facility outlook. It shaped the change process that the Board of Management suggested the face lifting
of the facility to secure a sustainable future. The Board made radical decisions to restructure and
rationalize the facility core business centers to optimize their performance. MSCH will implement a set
of priority activities organized around the following eight key strategic choices in the period set in this
strategic plan:

% Clinical services and products

< Healthcare financing and sustainability

% Quality improvement

®,
L4

Leadership and governance

7
L

Health information and research

ACHIEVEMENTS

The Board of Management and hospital management realized great achievement in terms of revenue
generation, which has grown compared to the previous financial year 2022/2023, infrastructural
development including the renovation of the maternity ward, additional beds to increase bed capacity

among other achievements.

X1V
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LOOKING INTO THE FUTURE

The Board of Management is optimistic that the hospital will grow tremendously in the future. Consistent
with our vision and mission, Board continues to invest in advance technology, infrastructural and
specialized human resources to position MSCH as one of the best healthcare facility within Kisumu
County. The Board’s pledge is to ensure that our systems and human resources are effectively deployed
to support the transformation of the facility into a sustainable, excellent institution of healthcare provision
I greatly appreciate the commitment and inclusive support of the County Government of Kisumu, Board

of Management, Staff and Stakeholders to the vision and mission of the MSCH.

MIGOSI SUB-COUNTY HOSP.
ICAL SUPERINTENDENT

Chairman to the Board

Name;. .\

O
464

Sign;......p..o

XV



Migosi Sub County Hospital
Annual Report and Financial Statements for The Year Ended 30" June 2024

6. Report of The Medical Superintendent

BACKGROUND

Migosi Sub County Hospital has been in existence for more than a century to cater for the health needs of
the community of Migosi area, Kisumu Central and the entire Kisumu region. MSCH exists and operates
within a broader socio-economic and political context. The understanding of this environment is critical
in enabling the hospital to position itself to take advantage of emerging opportunities. As a public
hospital, MSCH is governed by the policies and regulations set out by both the National and County
government, department of Medical Services, Public Health and Sanitation. The main mandate of MSCH
is to provide curative, preventive and promotive health services. It offers both inpatient and outpatient
c]inicél services in various disciplines. It also serves as training for students and health workers. The

hospital has 110 staff: consisting regular staffs, contracted county staffs, program staffs and Casuals.

FINANCE

The facility revenue is derived from Facility improvement funds (FIF) and County grants through
allocation of recurrent funds. FIF funds are generated from cash collection through user fees, NHIF
scheme and Kisumu County Social Health Insurance. During this financial year the hospital has realized
slight improvement of revenue compared to the last financial 2022/2023. The facility was able to collect
Ksh. 7,560,564. The number of patients’ admissions decreased slightly as compared to last financial year
because of the renovation works that took place towards the last quarter of the period under review while
the Mortality rate has significantly dropped. The key drivers of our revenue included Radiology,
Pharmacy, Laboratory and Maternity, which contributed to the total revenue.

Expenditure

~ The total expenditures during the period amounted to Kshs. 6,681,609. Most of the consumption of the
budget were Medical drugs, Staff remunerations, Non-pharmaceuticals, patient’s food, Laboratory,

Contracted Services among others.

Deficit
The facility has a huge deficit currently. The deficit has largely been attributed to inconsistent release of
funds to the facility especially the county allocations. Before the implementation of FIF act, the facility

was dependant on county grants. Over the years, especially during the UHC Piloti}lg in Kisumu these

Xvi
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funds were not relcased in time hence the accumulated deficits. Another contributor of deficits is the
failure by the NHIF to reimburse the facility for the services provided especially the Linda Mama
Program.

STRATEGY

This plan intends to sustain a competitive business like orientation to achieve improved client
satisfaction, financial sustainability, and infrastructure development that reflects modern standards in
medical practice. The strategy is characterized by both Growth and social responsibility and

transformative initiatives that will see the facility.

ACHIEVEMENTS

The Board of Management and facility management realized great achievement in terms of revenue
generation, which has grown compared to the previous financial year 2022/2023, infrastructural
development such the construction of new patient waiting bay, renovations of maternity wards

(complete).

CHALLENGES
MSCH has a number of challenges ranging from financial constraints, inadequate human resource to
operate a complete 24 hour system where all departments are operational at night, power back up systems

among other key challenges.

APPRECIATION
I take this opportunity to express my sincere gratitude and appreciation to the county government of
Kisumu, development partners, stakeholders, management and staff for their continued support, which

enabled the facility to achieve these results. I look forward to your continued support in the year

2024/2025

MIGOSI SUB-COUNTY HOSP.

[ L C— ssanssonst IR
. P.0. BOX 486-40100, KI

Secretary té-the-Board
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7. Statement of Performance Against Predetermined Objectives

MSCH has 4 strategic pillars/ themes/issues and objectives within the current Strategic Plan for the FY
2023- FY 2024. These strategic pillars/ themes/ issues are as follows:

1. Quality Improvement

2. Leadership and governance

3. Health information and research

4

. Healthcare financing

MSCH develops its annual work plans based on the above 5 pillars/Themes/Issues. Assessment of the
Board’s performance against its annual work plan is done on a quarterly basis. The hospital achieved its
performance targets set for the FY 2023/2024 period for its four strategic pillars, as indicated in the

diagram below:

Quality Improvement Ensure quality Training Customer Triaging staffs
is observed. committees. care trained.
Customer care Customer care services. Increased
services. desk. Triaging number of
Service Triaging services. triaging staffs.
timeframe. services. Training of Continuous
~ staffs. meetings to
; communicate
challenges
CHYV posted at
customer care
desk
Leadership and Policy Number of Implementat Board
governance formulation. HMT ion of work meetings
Policy meetings plan achieved

vviii
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dissemination Med. Sup. Monthly Support staff
and Contract HMT contract
implementation performance meetings signed
HAO Board
meetings with meetings
support staffs
Healthcare information System ]
Strengthen maintenance Proper Increase in
and rescarch .
health register record health talks
information Health record keeping Committees in
Ethical documentation Ease of place and
research retrieval of active
activities. documents
Observing
ethics
Promote
internally
driven
rescarch
Healthcare financing Increase Revenue Review user More enrolled
revenue reports fees charge NHIF patients
through user Percentage sheet Mpesa pay bill
fees, NHIF, increase in Increase at all stages
Linda Mama revenue customer Financial and
and EduAfya Financial base procurement
reports Provide policies in
Increase in mpesa place
resource services Review of user
allocations through pay fees
bills More schools
Increase use reached for
of financial cduafya
and
procurement
policies
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8. Corporate Governance Statement
Corporate governance of the facility is the responsibility of the board of management of the hospital and
is accountable to the department of medical services, public health and sanitation, Kisumu County for
ensuring that the facility complies with the regulations and the standards of corporate governance and

business ethics.

Board of Management

The Board of Management is composed of non-executive members elected by the governor of Kisumu
County. The Appointed Board of Management to be held accountable and responsible for the efficient
and effective governance of the facility. Members of the Board have a range of skills and experience each
bringing an independent judgment and considerable knowledge to the Board discussions. The board term
is five years renewal subject to performance.

Summarized below are the key roles and responsibilities of the Board of management:

L)
...

Approve and adopt strategic plans and annual budgets, set objectives and review key risk and

performance areas.

< Youths representation

*
L

Resource Mobilization

% Determine overall policies and processes to ensure integrity of the facility management of risk

and internal contracts

% Review at regular meetings Management performance against approved budget.

XX
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The Board meets at least four times that is on a quarterly basis in a year and the Chairperson has bi-
weekly meetings/Consultations with the Medical Superintendent or the Health Administrative Officer.
The Board members are given appropriate and timely information so that they can maintain full and
effective control over strategic, financial, operational and compliance issues. Except for direction and
guidance on general policy, the Board has delegated authority for conduct of day-to-day business to the

Medical Superintendent.

Board Meetings

The Board as per the Annual work plan meets quarterly or additionally when necessary to consider
matters of overall control of the facility. The Board agenda and work plan are prepared early in the year
and adequate notice, agenda and Board papers are circulated within stipulated timelines. The Board of

management held four meetings attended by selected members.

Board Remuneration
Non-Executive Members provide services to the facility to which they are entitled to an allowance; the

allowance is paid as per the government of Kenya allowance circulars,

Committees of the Board
The Board has three standing committees, which meet regularly under the terms of reference set by the

Board. The standing committees as follows:
% Finance sub-committee

** Quality and Development Committee

XX1
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& Resource Mobilization Committee

xxii
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9. Management Discussion and Analysis

The considerations in restructuring an organization are cffective coordination of duties and

responsibilities to avoid duplication of tasks and effort; clear accountability for results; enhanced

teamwork and effective communication; and career development for staff. Appropriate structures also

allow the organization to resource and sustain essential skills and expertise in the organization.

The leadership and governance of MSCH is vested in the Hospital Management Board. The Board

members are appointed in accordance with the policies of the County Government of Kisumu. The day-

to-day management of the facility is vested on the Medical Superintendent.

The Medical Superintend is assisted in performing the functions of her position by the Health

Management Team (HMT), which consists of the Medical Superintendent and the Hospital Management

Team (HMT). The HMT is made up of the divisional heads and heads of departments. MSCH has

developed a governance framework defining the respective roles of health management team.

Clinical/operational performance

FY 2022-2023 FY 2023-2024

Patients Attendance; Outpatient 265,452 192,943
Outpatient and inpatient
attendance

Inpatient/Admission 19,687 658
Bed Capacity 25 22
Accident and Emergency, 4,243 2,422
emergency room attendance
Specialised Clinic Attendance 43,734
Average length of stay, 5.5 days 3.5days
inpatient _— 557
. o5

3,875 354

Maternity; Deliveries
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Note
There was a strike during the financial year 2023-2024 that lasted for more than three months, this led to

drop down in services across the departments hence the drastically changes as above.

Financial performance that includes;
Revenue sources,
MSCH revenue Sources Includes:

& Conditional Grants from the County Government of Kisumu;

This is through the issuance of recurrent funds or any other grand classified as conditional grands.

..

% User Fees Comprising of;
e (Cash collection

e Nhif Collections
e Marwa scheme,

Training fees
e Other medical contracts agreements

XX1iv
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10. Environmental And Sustainability Reporting

MSCH exists to transform lives. This is what guides us to deliver our strategy, putting the patients/clients
a first priority, delivering health services, and improving operational excellence. Below is an outline of

the facility policies and activities that promote sustainability

i) Sustainability strategy and profile
MSCH and its stakeholders are increasingly emphasizing on the need to ensure sustainability for both its
investments and its resource mobilization and financing capabilities with an objective of ensuring that
MSCH going concern is secured. The hospital has conducted a basic assessment of available options for
feasible financing tools that would assure the hospital of its long-term sustainability. The hospital has
reviewed its current resource mobilization strategies and proposed feasible sustainability financing

options that include:

]

% Face lifting of the hospital

)

oo

* Enhancing Client satisfaction through quality service care

()
L <4

Brmgmg on board more financial institutions i.e. lobbying for more engagement with other
insurance firms

ii) Environmental performance
MSCH in collaboration with other health facilities within Kisumu Central is using the National Health Care
Waste Management policy guideline which is guiding it in the management of the waste that it generate in the

in the process of service delivery.
iii)  Successes

% We are having color-coded bins at all generation points in the departments and within the

hospital.
* There are segregation posters alongside the receptacles to guide in the segregation of waste.

** We have collaborated with JOOTRH that helps the facility to dispose its waste especially the

contaminated once through incineration. &

XXV
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Challenges

< Transport cost to JOOTRH for waste disposal
& Shortage of staffs.

& Delay of funds disbursement.

Efforts to Reduce Environmental Impact of Waste Products

& The waste passes through a microwave during treatment process, which renders it harmless before
they are taken to the dumpsite.

& The incinerator burns the waste at a very high temperature and the products is harmless

iv) Employee welfare

Hiring process involves bringing new employees on board. This is the mandate of the County Public Service
Board reference made from the Public Service Commission Human Resource Manual and procedures May
2016. mentioned in section B which provides the rules governing recruitment and appointment of new
officers.

Improvement of employee skills and carcer management is done through employee sponsorship to further
their studies in line with their careers. This is done by sponsorship and supporting employees to attend short
causes offered by the government institutions.

< Training programs are based on the identified needs from the training needs
assessments and are emphasized for performance improvement addressing both
individual and organizational goals.

& Performance management system is a process conducted by the employer to
identify areas of weakness and support the individuals in order to get better results.
It is an annual exercise intended to provide employees with clear understanding of
job expectations, regular feedback on performance, advice and steps for improving
performance, rewards for good performance and actions for poor performance. It
helps to measure performance and ultimately the achievement of intended results
for the organization.

< The Human Resource Manual procedures also provides for guidelines and standards

for the prevention and protection of officer against accidents and occupational

XXvi
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hazards arising at the work place. It provides for guidelines, procedures and
modalities for the administration and payment of compensation for work related

injuries and accidents contracted while and in the course of employment.
v)  Market place practices-

Responsible competition practice.
This is effectively done through proper utilization of the available website (County
Website) for advertisement purposes as well as making good use of the instituted internal

committees to help minimize anticorruption.

a) Responsible Supply chain and supplier relations
All suppliers are prequalified and shortlisted by the County Government at Kisumu County
Referral hospital. The facility selects the suppliers from the list for supplies and deliveries to
the hospital. We maintain our selected suppliers from the list and they have been supplying

the facility with commaodities for over five years.
vi) Corporate Social Responsibility / Community Engagements
* Support to adolescent leaving with HIV/Aids being trained on photography supported by partner

program to ensure self-reliance.

** Based on assessment, patients have reduced medical cost including waivers given by the hospital.
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11. Report of The Board of Management

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

Principal activities

The principal activities of the entity are to provide quality and affordable preventive, promotive,

rehabilitative and curative health services.

Results

The results of the entity for the year ended June 30 2024 are set out on pages 1 t0 9
Board of Management

The members of the Board who served during the year arc shown on preliminary pages.
Auditors

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

By Order of the Board

MIGOS| SUB-COUNTY HOSP.
MEDICAL SUPERINTENDENT

AR (B SERIERC oA

486-40100, KISUMU

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

The Board of Management is responsible for the preparation and presentation of MSCH financial
statements, which give a true and fair view of the state of affairs of MSCH for and as at the end of the
financial year (period) ended on June 30, 2023. This responsibility includes: (1) 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 MSCH; (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 MSCH 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 MSCH
financial statements give a true and fair view of the state of MSCH transactions during the financial
year ended June 30, 2024, and of the MSCH financial position as at that date. The Board members
further confirm the completeness of the accounting records maintained for MSCH, which have been
relied upon in the preparation of MSCH 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 MSCH will not remain a
going concern for at least the next twelve months from the date of this statement.
—
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REPUBLIC OF KENYA

HEADQUARTERS
Anniversary Towers
Monrovia Street

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

lephone: +254-(20) 3214000
email: info@oagkenya.go.ke
Website:www.oagkenya.go.ke

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON MIGOSI SUB-COUNTY HOSPITAL FOR
THE YEAR ENDED 30 JUNE, 2024 - COUNTY GOVERNMENT OF KISUMU

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

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

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

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

A Disclaimer of Opinion is issued when the Auditor-General is unable to obtain sufficient
appropriate audit evidence to form an opinion on the financial statements. 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.

REPORT ON THE FINANCIAL STATEMENTS
Disclaimer of Opinion

| have audited the accompanying financial statements of Migosi County Level 4 Hospital
- County Government of Kisumu set out on pages 1 to 32 which comprise of the statement
of financial position as at 30 June, 2024, and the statement of financial performance,
statement of changes in net assets, statement of cash flows and statement of comparison
of budget and actual amounts for the year then ended, and a summary of significant

Report of the Auditor-General on Migosi Sub-County Hospital for the year ended 30 June, 2024 — County Government
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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.

| do not express an opinion on the accompanying financial statements. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of my
report, | have not been able to obtain sufficient and appropriate audit evidence to provide
a basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

1. Inaccuracies in the Financial Statement

Review of the annual report and financial statements submitted revealed the following
inaccuracies:

i. The face of the financial statement does not show the category or level of the
hospital as required by the template;

ii. The statement of cash flows reflects the various component balances that could
not be traced in the statement of financial performance and Notes to the financial
statements as tabulated below;

Component Amount (Kshs.)
Medical service income 4,057,015
Medical/clinic cost 1,262,250
Board of management expenses 61,000
Repairs and maintenance 159,250
General expenses 1,503,000

iii. The statement of cash flows reflects an amount of Kshs1,074,781 in respect of
cash and cash equivalents However, a re-computation of the balance shows a
balance of Kshs.1,443,058 resulting to unreconciled variance of Kshs.368,277.

iv. The statement of comparison of budget and actual amounts shows a figure of
Kshs.5,815,986 in respect of actual medical service income but the statement of
financial performance reflects a figure of Kshs.3,247,356 resulting to unreconciled
variance of Kshs.2,568,630.

v. The statement of comparison of budget and actual amounts reflect a deficit of
Kshs.878,955. However, the statement of financial performance shows a deficit of
Kshs.5,539,257 resulting to a variance of Kshs.4,660,302

Report of the Auditor-General on Migosi Sub-County Hospital for the year ended 30 June, 2024 — County Government
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vi. Note 8 to the financial statements reflect an amount of Kshs.2,099,322 in respect
to general expenses. However, the recomputed figure show a figure of
Kshs.2,093,042.

vii.  Note 13 to the financial statements reflect an amount of Kshs.567,340 in respect
to inventory. However, the recomputed figure reflects Kshs.467,340 resulting to
unreconciled variance of Kshs.100,000.

viii.  The Notes to the financial statements do not disclose the rates used to depreciate
and amortize assets

ix. The statement of financial performance reflects a balance of Kshs.2,568,630 in
respect of medical services contracts gains. However, this figure is supported and
overstates surplus/deficit figure for the year;

Xx.  The Hospital did not indicate the progress of the prior year audit report;

xi.  The Hospital did not provide an approved trial balance to support the financial
statements balances.

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

2. Cash and Cash Equivalents

The statement of financial position reflects a balance of Kshs.1,074,781 in respect of cash
and cash equivalents and as disclosed under Note 11 of the financial statements.
However, review of the cash and bank records together with supporting documents
revealed that the closing balance hospital bank account maintained at Cooperative Bank
of Kenya reflect a cash book balance of Kshs.1,097,494 while the financial statements
shows a balance of Kshs.1,074,781 resulting to unreconciled variance of Kshs.22,713.

Further, the certificate of bank balance on the same account reflects Kshs.1,048,560
while the board of survey and the bank reconciliation statement reflect a bank balance of
Kshs.1,074,781 resulting to unreconciled variance of Kshs.26,221.

In the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.1,074781 could not be confirmed.

3. Unsupported Comparative Revaluation Balance

The statement of financial position reflects a comparative balance of Kshs.48,311,170 for
revaluation reserve. However, the audited financial statements for 2022/2023 reflect a
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balance of Kshs.45,024,402 resulting to unreconciled and unexplained variance of
Kshs3.286,768.

Further, the statement of changes in net assets reflect revaluation reserve opening
balance of Kshs.47,687,668 while the closing balance Kshs.48,311,170 leading to
unexplained variance of Kshs.623,502

In the circumstance the accuracy and completeness of the revaluation reserve balance
of Kshs.48,311,170 could not be confirmed

4. Misclassification of Medical Contracts Gains/Losses

The statement of financial performance reflects an amount of Kshs.2,568,630 in respect
of medical services contracts gains and as disclosed under Note 10 to the financial
statements. However, review of the ledger revealed that the items were actually
receivables from NHIF and MARWA and not medical contracts gains as indicated in the
statement of financial performance.

In the circumstances, the accuracy and completeness of the medical service contracts
gains amounting to Kshs.2,568,630 could not be confirmed.

5. Property Plant and Equipment-Asset Management

The statement of financial position and as disclosed in Note 14 to the financial statements
reflects a balance of Kshs.49,460,956 in respect of property plant and equipment
comprising of land balance of Kshs.15,800,000, buildings and civil works balance of
Kshs.20,553,484, furniture fittings and office equipment balance of Kshs.3,116,000, ICT
equipment balance of Kshs.187,500, and plant and medical equipment balance of
Kshs.9,803,972. However, review of asset register revealed the following weaknesses:

I The value of land of Kshs.15,800,000 was not incorporated in the land register.

il The assets register indicates the size of land occupied by the hospital as
approximately 1.4 hectares against 5 hectares required for level 4 hospital.

iii. The facility did not have a title deed for land occupied by the hospital that is
approximately 1.4 Ha.

iv. The significant accounting policies did not have detailed policy on depreciation
and rates applied.

V. The value of the plant and medical equipment of Kshs.9,803,972 was not
incorporated in the plant and machinery register provided for audit.

In the circumstances, the accuracy and completeness of property plant and equipment a
balance of Kshs.49,460,956 could not be confirmed.
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6. Unsupported Revenue from Rendering of Medical Services

The statement of financial performance reflects an amount of Kshs.3,247,356 in respect
of rendering of services - medical service income and as disclosed in Note 2 of the
financial statements. However, review of support receipt summary for sampled receipts
in the month of June, 2024 revealed a total revenue collection of Kshs.314,090 against a
ledger amount of Kshs.323,801 resulting to unexplained variance of Kshs.9,711 that was
not supported by receipt issued for the service. Management explained that the variance
relates to revenue from parking - a service the hospital offers to members of the public
who wish to park their vehicles within the facility and that the parking fees were paid
directly to the hospital pay bill account number just as other services. However, it was not
clearly explained why the revenue from parking fees could not be reported on the ledgers
independently. Further, the summary revenue receipts for the months of
July, 2023 to May, 2024 were not provided for review.

In circumstances, the accuracy and completeness of rendering of services- medical
service income amount of Kshs.3,247,356 could not be confirmed.

7. Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on
the Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of Internal controls, Risk management and
governance. However, Management had not resolved the issues as at 30 June, 2024.

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

Review of hospital records and interviews on verification of services offered, equipment
used and medical specialists in the hospital at the time of audit revealed that the hospital
did not meet the requirements of Kenya Quality Model for Health Policy Guidelines as
detailed below;

LEVEL 4 HOSPITAL CHECLIST
MINIMUM Staff

CRITERIA REQUIRED Available

1 | STAFFING REQUIREMENT
TOTAL 101 % of compliance
MEDICAL OFFICERS 16 0 0
Dental officer 0 0
ANESTHESIOLOGISTS 2 0 0
GENERAL SURGEONS 2 0 0
GYNECOLOGISTS 2 0 0
PEDIATRICIANS 2 0 0
RADIOLOGISTS 2 0 0
REGISTERED COMMUNITY
HEALTH NURSES ¥ 17 23%
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MINIMUM Staff
CRITERIA REQUIRED Available
2 | SERVICES OFFERED
SURGICAL SERVICES YES MINOR
PEDIATRIC SERVICES YES AT MCH
GYNECOLOGY SERVICES YES
RADIOLOGY SERVICES NO
BY
RENAL SERVICES YES RADIOGRAPHER
TUBERCULOSIS SERVICES NO
YES
3 | BED CAPACITY 150 45 30%
4 | EQUIPMENT & MACHINES
INCUBATORS (NEWBORN) 5 0 0%
COTS 5 7 140%
Resuscitative in theatre 1 0 0%
Resuscitative in labour ward 2 1 50%
Functional ICU Beds 6 0 0%
HDU Beds 6 0 0%
Renal unit with dialysis machines B 0 0%
Functional operating theaters
Maternity and General 2 0 0%
5 | AMBULANCES 0

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 will not be able to deliver on its mandate.

9. Failure to Establish an Audit Committee and Operationalize Internal Audit
Function

During the year under review, the facility’s board failed to established an Audit Committee
contrary to Section 155 (5) of the Public Finance Management Act, 2012. Further, the
Management had not established an independent internal audit function contrary to
Section 155 of the Public Finance Management Act, 2012 which provides for the
establishment of the internal audit function. As such, the facility did not benefit from the
assurance and advisory services from the internal audit function.

In the circumstances, the effectiveness of internal controls could not be confirmed.
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REPORT ON THE LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

| do not express a conclusion on the lawfulness and effectiveness in the use of public
resources as required by Article 229(6) of the Constitution. Because of the significance
of the matter(s) described in the Basis for Disclaimer of Opinion section of my report, |
have not been able to obtain sufficient appropriate audit evidence to provide a basis for
my audit conclusion.

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

Conclusion

| do not express a conclusion on the effectiveness of internal controls, risk management
and governance as required by Section 7(1)(a) of the Public Audit Act, 2015. Because of
the significance of the matter(s) described in the Basis for Disclaimer of Opinion section
of my report, | have not been able to obtain sufficient and appropriate audit evidence to
provide a basis for my audit conclusion.

Responsibilities of the Management and Hospital Management Board

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
Hospital’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to cease operations.

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

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.
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The Hospital Management Board is responsible for 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

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

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity’s control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

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

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPA “CBS
AUDITOR-GENERAL

Nairobi

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

Revenue from non-exchangetransactions

Transfers from the County Government I 1,744,578 3,197,504
LRevenue from non-exchange transaction 1,744,578 3,197,504
, Revenue from exchange transactions
._Ecndcring of services- Medical Service Income 2 3,247,356 2,846,112

Revenue from exchange transactions 3,247,356 2,846,112

Total revenue B YT YR 6,043,616

’

l

| LA

Expenses

| Medical/Clinical costs 3 1,921,788 3,694,710

r Employee costs 4 1,836,000 2,313,000 T
Eard of Management Expenses 5 116,000 132,000
Depreciation and amortization expense 6 6,418,212 3,891,565
Repairs and maintenance 7 264,650 155,000
General expenses 8 2,539,438 2,099,322
Finance costs 9 3,733 6,620

[Etal expenses 13,099,821 12,292,217
Other gains/(losses)
Medical services contracts Gains 10 2,568,630 2,856,970
Total other gains 2,568,630 2,856,970

Bet deficit for the year il =T 5,539,257 3,3?1,631

1 )Zf and

The Hospital’s financial statements were apprO.Y.ﬁd.hy-bho-BmW‘_ ;
i ifs behalfby: MIGOSI SUB-CCU

MEDICAL SUPERINTENDENT

e * LBSEP WY

£.0. BOX 486-40100, KIGdli: Superintendent

Head of Finan
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15. Statement of Financial Position As At 30™ June 2024

Chairman
Board of Management

Head of Finance
ICPAK No:

Mqlical %W?&d’ent*

P.0. BOX 486-40100, KISUMU

Assets
Current assets
Cash and cash equivalents 11 1,074,781 368,277
Receivables from exchange transactions 12 1AB8AE 1,839,457
Inventories 13 1,281,560 567,340
Total Current Assets 4,115,313 2,774,877
Non-current assets
| Property, plant, and equipment 14 49,460,956 51,074,086
| Intangible assets 15 225,000 250,000
Total Non-current Assets 49,685,956 51,324,086
Total assets 53,801,269 54,098,960
Liabilities
| Current liabilities
Trade and other payables 16 17,203,307 15,248,509
Total Current Liabilities 17,203,307 15,248,509
Non-current liabilities
Total Non-current liabilities
Total Liabilities 17,203,307 15,248,509
Net assets
Revaluation reserve 48,311,170 45,024,402
Accumulated surplus/Deficit (11,713,208) (6,173,951)
Total Net Assets and Liabilities 53,801,269 ‘ 54,098,960
The Hospital’s fipancial staiéments were approved by the Board on Ml}\)‘?‘r and
signed on its b : - .
en MIGOSI| SUB. HOSP.
MEDICAL SgP N
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16.

As at July 1, 2022

47,687,668

(2,782,320)

Statement of Changes in Net Asset for The Year Ended 30 June 2024

44,905,348

Revaluation gain

Surplus/(deficit) for the year

Capital/Development grants

AsatJune30.2023 47687,668 | (6173951 | 000 | 41813717
At July 1,2023 47.687.668 | (6,173,951) 0.00 41,513,717
Revaluation gain - - - -
| Surplus/(deficit) for the year i (5.539,257) 0.00 (5.539.257)
CapitalDevelopment grants | T o0 | o000
AtJune 30,2024 48311.170.00 | (11,713,208.00) | 0.00 [36,597,962.00 |

The notes set out on pages 22 to 28 form an integral part of the Annual F inancial Statements.

The Kenya Medical Supplies Authority (KEMSA) supplied the facility with program

commodities during the financial year 2023-2024 amountin

]

g to Ksh. 10,448,939.
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17. Statement of Cash Flows for The Year Ended 30 June 2024

Cash flows from operating activities

Receipts

Transfers from the County Government 1,744,578 3,197,504
Rendering of services- Medical Service Income 4,057,014 4,530,772
Total Receipts o ] ssose2 | 7,728276
Payments B I B
 Medical/Clinical costs 1,737,578 2,410,368
Employee costs ) 1,262,250 1,807,000
' Board of Managcment Expenses a 61,000 L 50,000
Repairs and maintenance 159,250 220,000
Grants and subsidies 0.00 1,500,000
?}L;nenﬂ cxpense; T 1 ?O?()()Of o 717,372.-(:@ R
Finance Costs 3,733
Total Payments 4,726,811 7,360,000
Cash flow from operating activities 1,074,781 368,277
Cash flows from investing activities
Net cash flows used in investing activities 0.00 75,000
Cash flows from financing activities 0.00 0.00
‘Net cash flows used in financing activities - 10.00 ~0.00
- - d
;;‘:il:,];r::ltze/(déume)ln cash and cash - - iﬂﬂiA | 70.(27 -
Cash and cash equivalents as at 1 July 2023 11 368,277 368,277
Cashandcashequivalentsasat30 June 2024 11 1,074,781 0.00
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18. Statement of Comparison of Budget and Actual Amounts for Year Ended 30 Jun 2024

a B c=(a+b) D e=(c-d) f=dic%
| Kshs Kshs Kshs Kshs Kshs
Revenue ‘
Transfers from the County Government ‘ 6,270,000 0.00 6,270,000 1,744,578 4,525,422 21.82%
Rendering of services- Medical Service \ 5.854,500 0.00 5,854,500 5,815,986 38,514 99.34%
| Income ‘L
[_Total income ‘ 12,124,500 0.00 12,124,500 7,560,564 4,563,936 62.34%
| Expenses \
rMedical/Clinical costs | 6,582,000.00 0.00 6,582,000.00 1,921,788 4.660.212.00 | 29.20%
| Employee costs 2,025,000.00 0.00 2.025.000.00 1,836,000 189,000.00 | 90.67%
| Board of Management Expenses 1 132,000.00 0.00 132,000.00 116,000 16.,000.00 | 87.88%
[ Repairs and maintenance '\ 290.,000.00 0.00 290.000.00 264,650 25.350.00 | 913%
| General expenses ' 3,085,500.00 0.00 3,085,500.00 2,539,438 546,062.00 | 82.30%
Vi Finance Cost L 10.000.00 0.00 10.000.00 3,733 6.267.00 | 31.33%
' Total Expenses 12,124,500 0.00 12,124,500 6,681,609 | 5,442,891.00 | 55.57%
Eurplus/Deficit for the period } 0.00 0.00 0.00 878,955 (878,955)
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19. Notes to the Financial Statements

1. General Information

MSCH entity is established by and derives its authority and accountability from PFM
Act. The entity is wholly owned by the Kisumu County Government and is domiciled

in Kisumu County in Kenya. The facility principal activity is to transform the
livelihood of Kisumu County through responsive and sustainability technologically
driven, evidence based and client centred health system for accelerated attainment of

highest standards of health

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 usc of estimates and assumptions. It
also requires management to exercise judgement in the process of applying the entity’s
accounting policies. The areas involving a higher degree of judgment or complexity, or
where assumptions and estimates are significant to the financial statements, are
disclosed in Note xvii. The financial statements have been prepared and presented in
Kenya Shillings, which is the functional and reporting currency of the entity. The
financial statements have been prepared in accordance with the PFM Act, and
International Public Sector Accounting Standards (IPSAS). The accounting policies

adopted have been consistently applied to all the years presented.
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Adoption of N

ew and Revised Standards

-New and amended standards and interpretations in issue effective in the year ended

30 June 2023

IPSAS
Financial

Instruments

| IPSAS 42: Social

Benefits

Applicable: 1* January 2023

The objective of IPSAS 41 is to establish principles for the financial
reporting of financial assets and liabilities that will present relevant
and uscful 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.

 Applicable: 1% January 2023
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.
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(b) The key features of the operation of those social benefit schemes:

and

(¢) The impact of such social benefits provided on the Entity’s

financial performance, financial position and cash flows.

Amendments  to | Applicable: 1*January 2023
Other IPSAS a) Amendments to IPSAS 5, to update the guidance related to the

resulting from components of borrowing costs which were inadvertently
IPSAS 41, omitted when IPSAS 41 was issued.

Financial b) Amendments to IPSAS 30, regarding illustrative examples on
Instruments hedging and credit risk which were inadvertently omitted

when IPSAS 41 was issued.
¢) Amendments to IPSAS 30, to update the guidance for
accounting for financial guarantec contracts which were
inadvertently omitted when IPSAS 41 was issued.
Amendments to IPSAS 33, to update the guidance on classifying
financial instruments on initial adoption of accrual basis IPSAS which

were inadvertently omitted when IPSAS 41 was issued.

Other Applicable 1" January 2023

improvements to | e [PSAS 22 Disclosure of Financial Information about the General
IPSAS Government Sector.

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

e [PSAS 39: Employee Benefits

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

e [PSAS 29: Financial instruments: Recognition and Measurement
Standard no longer included in the 2023 IPSAS handbook as it is now
superseded by IPSAS 41 which is applicable from 1" January 2023.
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ii) New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2023.

IPSAS 43

Applicable 1" January 2025
The standard sets out the principles for the recognition, measurement,
presentation, and disclosure of leases. The objective is to ensure that lessees
and lessors provide relevant information in a manner that faithfully
represents those transactions. This information gives a basis for users of
financial statements to assess the effect that leases have on the financial
position, financial performance and cash flows of an Entity.

The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

IPSAS 44:
Non-
Current
Assets Held
for Sale and
Discontinued
Operations

Applicable I' January 2025
The Standard requires:-

i 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 assets to cease and:

ii.  Assets that meet the criteria to be classified as held for sale to be
presented separately in the statement of financial position and the
results of discontinued operations to be presented separately in the

statement of financial performance.

iii) Early adoption of standards

The Entity did not early — adopt any new or amended standards in the financial year

2023/2024
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4.  Summary of Significant Accounting Policies

a. Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other Government entities

Revenues from non-exchange transactions with other government entities are measured at
fair value and recognized on obtaining control of the asset (cash, goods, services and
property) if the transfer is free from conditions and it is probable that the economic benefits
or service potential related to the asset will flow to the Entity and can be measured reliably.

i) Revenue from exchange transactions

Rendering of services

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

Sale of goods

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

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

Interest income

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

interest income for each period.

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

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

10
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Notes to the Financial Statements (Continued)

b.  Budget information
The original budget for FY 2023/2024 was approved by Board on............ 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 by the entity upon receiving the respective approvals in order to
conclude the final budget. Accordingly, MSCH recorded additional appropriations of on the
FY 2023/2024 budget following the Board’s approval. The facility 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 under
section these financial statements.

c. Taxes
Sales tax/ Value Added Tax

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

» When the sales tax incurred on a purchase of assets or services is not
recoverable from the taxation authority, in which case, the sales tax is recognized
as part of the cost of acquisition of the asset or as part of the expense item, as
applicable.

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

Notes to the Financial Statements (Continued)

11
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d. Investment property

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

Investment property acquired through a non-exchange transaction is measured at its fair value
at the date of acquisition. Subsequent to initial recognition, investment properties are
measured using the cost model and are depreciated over a period of one year. Investment
properties are derecognized either when they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit or service
potential is expected from its disposal. The difference between the net disposal proceeds and
the carrying amount of the asset is recognized in the surplus or deficit in the period of de-
recognition. Transfers are made to or from investment property only when there is a change

in use.

e. Property, plant and equipment
All property, plant and equipment are stated at cost less accumulated depreciation
(depreciation has been charged at 25% on PPE on a diminishing method) and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be replaced
at intervals, the entity recognizes such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is performed, its cost is
recognized in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance costs are recognized in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil

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

12
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Notes to the Financial Statements (Continued)

f. Leases

Finance leases are leases that transfer substantially the entire risks and benefits incidental to
ownership of the leased item to the Entity. Assets held under a finance lease are capitalized at
the commencement of the Iease at the fair value of the leased property or, if lower, at the
present value of the future minimum lease payments. The Entity also recognizes the
associated lease liability at the inception of the lease. The liability recognized is measured as
the present value of the future minimum lease payments at initial recognition.

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

Operating leases are leases that do not transfer substantially all the risks and benefits
incidental to ownership of the leased item to the Entity. Operating lease payments are
recognized as an operating expense in surplus or deficit on a straight-line basis over the lease

term.

g. Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible
asscts 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.
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Notes to the Financial Statements (Continued)

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 assct begins when
development is complete and the asset is available for use. It is amortized over the period of
expected future benefit. During the period of development, the asset is tested for impairment

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

i. Financial instruments
IPSAS 41 addresses the classification, measurement and de-recognition of financial assets
and financial liabilities, introduces new rules for hedge accounting and a new impairment

model for financial assets.

A financial instrument is any contract that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another entity. At initial recognition, the entity
measures a financial asset or financial liability at its fair value plus or minus, in the case of a
financial asset or financial liability not at fair value through surplus or deficit, transaction
costs that are directly attributable to the acquisition or issue of the financial asset or financial

liability.

14



Migosi Sub County Hospital .
Annual Report and Financial Statements Jor The Year Ended 30™ June 2024

Notes to the Financial Statements (Continued)

Financial assets

Classification of financial assets

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

Subsequent measurement

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

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest, and that are not designated at fair value
through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument
that is subsequently measured at amortized cost and is not part of a hedging relationship is -
recognized in profit or loss when the asset is de-recognized or impaired. Interest income from

these financial assets is included in finance income using the effective interest rate method.

15
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Notes to the Financial Statements (Continued)
Fair value through net assets/ equity

Financial assets that arc held for collection of contractual cash flows and for selling the
financial assets, where the assets’ cash flows represent solely payments of principal and
interest, are measured at fair value through net assets/ equity. Movements in the carrying
amount are taken through net assets, except for the recognition of impairment gains or losses,
interest revenue and foreign exchange gains and losses which are recognized in
surplus/deficit. Interest income from these financial assets is included in finance income

using the effective interest rate method.

Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net
assets/ equity are measured at fair value through surplus or deficit. A business model where
the entity manages financial assets with the objective of realizing cash flows through solely

the sale of the assets would result in a fair value through surplus or deficit model.
Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. Trade and other receivables are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a réview of all outstanding amounts at the
year end.

Impairment

The entity assesses, on a forward-looking basis, the expected credit loss (‘ECL’) associated
with its financial assets carried at amortized cost and fair value through net assets/equity. The
entity recognizes a loss allowance for such losses at each reporting date. Critical estimates
and significant judgments made by management in determining the expected credit loss
(ECL)

Financial liabilities

Classification
The entity classifies its liabilities as subsequently measured at amortized cost except for

financial liabilities measured through profit or loss.

16
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Notes to the Financial Statements (Continued)

J- 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 arc recognized as an expense when deployed

for utilization or consumption in the ordinary course of operations of the Entity.

k. Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic
benefits or service potential will be required to settle the obligation and a reliable estimate
can be made of the amount of the obligation.

Where the Entity expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognized as a scparate assct only when the
reimbursement is virtually certain.

The expense relating to any provision is presented in the statement of financial performance

net of any reimbursement.

17
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Notes to the Financial Statements (Continued)

L. Social Benefits

Social benefits are cash transfers provided to i) specific individuals and / or households that
meet the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of
society as a whole. The entity recognises a social benefit as an expense for the social benefit
scheme at the same time that it recognises a liability. The liability for the social benefit
scheme is measured at the best estimate of the cost (the social benefit payments) that the

entity will incur in fulfilling the present obligations represented by the liability.

m. Contingent liabilities
The Entity does not recognize a contingent liability but discloses details of any contingencics
in the notes to the financial statements unless the possibility of an outflow of resources

embodying economic benefits or service potential is remote.
n. Contingent assets

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

of the period in which the change occurs.

0. Nature and purpose of reserves

The entity creates and maintains reserves in terms of specific requirements.
p- Changes in accounting policies and estimates

The Entity recognizes the effects of changes in accounting policy retrospectively. The effects
of changes in accounting policy are applied prospectively if retrospective application is

impractical.

18
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Notes to the Financial Statements (Continued)

q. Employee benefits
Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined contribution
plans are post-employment benefit plans under which an entity pays fixed contributions into a
separate entity (a fund) and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient asscts 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.

r. Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the transaction. Trade creditors or debtors denominated in foreign 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.

S. Borrowing costs

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

t. 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 partics and comprise the directors, the
CEO/principal and senior managers.
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Notes to the Financial Statements (Continued)

u. Service concession arrangements

The Entity 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 an asset has been
recognized, the Entity also recognizes a corresponding liability, adjusted by a cash

consideration paid or received.
Vs Cash and cash equivalents

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

the end of the financial year.
w. Comparative figures

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

reconfigured to conform to the required changes in presentation.

X. Subsequent events

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

the financial statements for the year ended June 30, 2023.
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5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Entity's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilitics, at the
end of the reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount of the asset
or liability affected in future periods.

Estimates and assumptions.

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

1.140)

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

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included. Provisions are
measured at the management's best estimate of the expenditure required to settle the
obligation at the reporting date and are discounted to present value where the effect is
material.
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Notes to Financial Statements Continued

1. Transfers from the County Government

Unconditional grants

Operational grant N a 1,744,578 | 1,697,504
1,697,504

Conditional grants

Radiology grant 0.00 1,500,000

Total gnver?nment grants and suhsi_&iésﬂ - 1,744,578 73,]97,504

1b. Transfers fromThe County Government

Kisumu
County
| Government | 1,744,578 |  0.00 o} 1744578 1,744,578
Total 1,744,578 0.00 1,744,578 1,744,578

2. Rendering of Services-Medical Service Income

| Pharmaccuticals - 648,733 535,316
Laborstory 853,246 646,140
Radiology 889,810 793,410
Records 188,580 314,425

patient | 299 i
Outpatient 395,408 101,770
Occupational Therapy 6,020 7,500
Total revenue from the rendering of services 3,247,356 2,846,112
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Notes to the Financial Statements (Continued)

3. Medical/ Clinical Costs

5. Board of Management Expenses

Sitting allowance

Laboratory, pharmaccutica!s & Non-pharm Supplies 925,140 1,536,555

Food and Ration 471,700 393,220

Sanitary and cleansing Materials 89,300 58,300
X-Ray/Radiology supplies - ] 423648 | 1,706,635 |
Oxygen gas 12,000 0.00

Total medical/ clinical costs 1,921,788 3,694,710

4. Employee Costs

Salaries 1,836,000 2,313,000
Employee costs 1,836,000 2313,000 |

116,000

132,000

Total

116,000

132,000

6. Depreciation and Amortization Expense

Property, plant and equipment 6,393,212 3,891,565
Intangible assets 25,000 0.00
Total depreciation and amortization 6,418,212 3,891,565
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7. Repairs and Maintenance

Property- Buildings

264,650

155,000

Total repairs and maintenance

264,650

155,000

8. General Expenses

Other Fuel Charcoal and Cooking Gas 27,500 94,000
Contracted services 648,000 648,000
Electricity expenses 802,773 480,000
Fuel and Lubricants 30,000 62.000
Travel and accommodation allowance 89,100 18,000
Printing and stationery . | 532,725 361,990
Water and sewerage costs 370,340 339,052
Telephone and mobile phone services 39,000 90,000
| Total General Expenses 2,539,438 2,099,322

9. Finance Costs

Bank charges 3,733 6,620
Total finance costs 3,733 6,620
10. Medical Services Contracts Gains /Losses

) ]
Comprchensive care contracts with NHIF 2,410,200 Agsoalil
e L 262,3
Marwa 119,680 HEEIELS
OLPS Contract for Radiology Services 18,850 10,050
TIKO - - - 19,900 ~ 0.00
Total Gain/Loss 2,568,630 2,856,970
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11. Cash and Cash Equivalents

Current accounts 1,074,781 368,276.80
Eotal cash and cash equivalents 1,074,781 368,276.80

11 (a) Detailed Analysis of Cash and Cash E uivalents

a) Current account A S -
Cooperative Bank of 01141495253700 1,074,781 368.276.80
Kenya
Cooperative Bank of 01141494613500 0.00 0.00
Kenya
Grand total 1,074,781 368,276.80

12. Receivables from Exchange Transactions

Medical services receivables 1,839,257.00

1,758,972

Total receivables l

1,758,972 1,839,‘257.00

12 (b) Analysis of Receivables from Exchange Transactions

% of the % of the
202312024 | ° 2022/2023 °
total total

1,758,972 100% 477,994.00 29.99%
Less than | ycar

0.00 0.00% =3, A8500 2.14%%
Between 2-3 years

0.00 0.00% 1,321,828.00 67.87%
Over 3 years
Total (a+b) 1,758,972.00 100% 1,839,257.00 100%
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13. Inventories

Pharmaceutical supplies 500,875 51,230
_L%ratory supplies - 1 83,—(;34 - 125,170 o

Food supplies 28,120 78,120
WNon-phéﬁnaceuticnl subplics - - 7 ‘432,931 o 98,370
_(;-lc—al1ing materials supplics I l,OOi)rV 1()7,0(]0

General supplies 105,000 56,000

Radiology Supplies C 28,000 48,450

Total 1,281,560 567,340
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Notes to the Financial Statements (Continued)

14. Property, Plant and Equipment

Cost (based on estimates)

At 1July 2022 15,800,000 | 22,280,200 3,800,000 250,000 12,760,451 | 54,890,651.00
At 30" Jun 2023 15,800,000 | 20,052,180 3,420,000 250,000 11,551,906 | 51,074,086.00
At 1July 2023 15,800,000 | 20,052,180 3,420,000 250,000 11,551,906 51,074,086
Additions - - - - = -
At 30" Jun 2024 15,800,000 | 20,553,484 3,116,000 187,500 9,803,972 49,460,956
Depreciation and impairment
At 1July 2022 - 2,785,025 475,000 - 1,595,057 4,855,082
Depreciation for the year - 2,228,020 380,000 - 1,283,545 3,891,565
At 30 June 2023 5,013,045 855,000 - 2,878,602 8,746,647
At July 2023 5,013,045 855,000 - 2,878,602 8,746,647
Depreciation 2,283,721 779,000 62,500 3,267,991 6,393,212
At 30" June 2024 - 7,296,766 1,634,000 62,500 6,146,593 15,139,859
Net book values
At 30™ Jun 2023 15,800,000 | 22,280,200 3,800,000 250,000 12,760,451 | 51,074,086.00
At 30" Jun2024 15,800,000 | 20,553,484 3,116,000 187,500 9,803,972 | 49,460,956.00

27
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Notes to the Financial Statements (Continued)

15. Intangible Assets-Software

Cost

At beginning of the year 250.000 250,000
At end of the year 225,000 250,000
NBY 225,000 250,000

Notes to the Financial Statements (Continued)

16. Trade and other Payables

Trade payables 1,381,048 900,930
Employee ducs 573,750 479,000
Pending bills 2022/2023 - 15,248,509 13,868,578.68
Total trade and other payables 17,203,307 15,248,508.68

% of

the % of
Ageing analysis: 2022/2023 Total 2022/2023 the total
Under one year 1,954,798 11.4% 900,930 5.91%
1-2 years 900,930 5.2% 479,000 3.14%
23 yearg— 479:6&)77 74%2.8"0 ]
Over 3 years 13,868,579 80.6% | 13,868,578.68 | 90.95%
Total 17,203,307 100% | 15,248,508.68 100%

6. 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 secks

to minimise the potential adverse effect of such risks on its performance by setting acceptable
levels of risk. The company does not hedge any risks and has in place policies to ensure that

credit is only extended to customers with an established credit history.
The entity’s financial risk management objectives and policies are detailed below:

(i) 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
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financial position, past experience and other factors. Individual risk .-
internal or external assessment in accordance with limits set by the di
presented in the statement of financial position are net of allowances for
estimated by the company’s management based on prior experience an
the current economic environment. The carrying amount of financial .
financial statements representing the entity’s maximum exposure to cr:
account of the value of any collateral obtained is made up as follows:

The customers under the fully performing category are paying their d
trading. The credit risk associated with these receivables is minimal :
uncollectible amounts that the company has recognised in the fis
considered adequate to cover any potentially irrecoverable amou
significant concentration of credit risk on amounts due. The board of
company’s credit policies and objectives and lays down parameters wi
aspects of credit risk management are operated.

(ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with th
management who have built an appropriate liquidity risk managemc:
management of the entity’s short, medium and long-term funding and .
requirements. The entity manages liquidity risk through continuous n
and actual cash flows.

The table below represents cash flows payable by the company under ne -

liabilities by their remaining contractual maturities at the reportin
disclosed in the table are the contractual undiscounted cash flows. B
months equal their carrying balances, as the impact of discounting is no!
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Notes to the Financial Statements (Continued)

(iii) Market risk

The hospital has put in place an internal audit function to assist it in assessing the risk faced
by the entity on an ongoing basis, evaluate and test the design and effectiveness of its internal
accounting and operational controls. Market risk is the risk arising from changes in market
prices, such as interest rate, equity prices and foreign exchange rates which will affect the
entity’s income or the value of its holding of financial instruments. The objective of market
risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return. Overall responsibility for managing market risk rests
with the Audit and Risk Management Committee.

The company’s Finance Department is responsible for the development of detailed risk
management policies (subject to review and approval by Audit and Risk Management
Committee) and for the day-to-day implementation of those policies. There has been no
change to the entity’s exposure to market risks or the way it manages and measures the risk.

a) Foreign currency risk

The entity has transactional currency exposures. Such exposure arises through purchases of
goods and services that are done in currencies other than the local currency. Invoices
denominated in foreign currencies are paid after 30 days from the date of the invoice and
conversion at the time of payment is done using the prevailing exchange rate. The carrying
amount of the entity’s foreign currency denominated monetary assets and monetary liabilities
at the end of the reporting period are as follows:

Foreign currency sensitivity analysis

The following table demonstrates the effect on the company’s statement of financial
performance on applying the sensitivity for a reasonable possible change in the exchange rate
of the three main transaction currencies, with all other variables held constant. The reverse
would also occur if the Kenya Shilling appreciated with all other variables held constant.

b) Interest rate risk

Interest rate risk is the risk that the entity’s financial condition may be adversely affected as a
result of changes in interest rate levels. The company’s interest rate risk arises from bank
deposits. This exposes the company to cash flow interest rate risk. The interest rate risk
exposure arises mainly from interest rate movements on the company’s deposits.

Management of interest rate risk
To manage the interest rate risk, management has endeavoured to bank with institutions that

offer favourable interest rates.
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Notes to the Financial Statements (Continued)

Sensitivity analysis

The entity analyses its interest rate exposure on a dynamic basis by cc
analysis. This involves determining the impact on profit or loss of de

sensitivity analysis for interest rate risk assumes that all other variables.
exchange rates, remain constant. The analysis has been performed on

prior year.

Using the end of the year figures, the sensitivity analysis indicatc

statement of financial performance if current floating interest rates inci.

percentage point as a decrease/increase. A rate increasce/decrease of
decrease/increase in surplus.

Iv Capital Risk Management

The objective of the entity’s capital risk management is to safeguar

ability to continue as a going concern. The entity capital structure -

following funds:

7. Related Party Balances

Nature of related party relationships

Entities and other parties related to the entity include those parties wi

exercise control or exercise significant influence over its operating an:

Related parties include management personnel, their associates, and clos

Kisumu County Government is the principal shareholder of the MSCH. hold:
equity interest. The National Government of Kenya has provided full gua
lenders of the entity, both domestic and external. The related partics include:

1) The National Government;

i) The County Government;

111) Board of Directors:

iv) Key Management
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8. Events after the Reporting Period
There were no material adjusting and non- adjusting events after the reporting period.
9. Ultimate and Holding Entity

The entity is a State Corporation/ or a Semi- Autonomous Government Agency under the
Department of Health. Its ultimate parent is the County Government of Kisumu.

10. Currency

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

2
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20. Appendices

Appendix 1: Progress on Follow up of Auditor Recommendations

The following is the summary of issues raised by the external auditor, a management
comments that were provided to the auditor. We have nominated focal | ons to resolve the
various issues as shown below with the associated time frame within wh 1 we expect the
issues to be resolved.

L ————" — —

Guidance Notes:

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

(i)  Obtain the “Issue/Observation” and “management comments”. rec © ed above, from the
final external audit report that is signed by Management.

(1if) Before approving the report, discuss the timeframe with the appoi- 1 Focal Point
persons within your entjty responsible for the implementation of ¢ issue.

(MIGOS] SUB-COUNTY HOSP.
(iv) Mpdicate SFERIOTERITENDVed” or “Not Resolved” by the date o1 =~ bmitting this

report to National Treasury.
*p ﬂ‘u_ ) Pl

. 5
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Appendix I1I: Inter-Entity Confirmation Letter

REPUBLIC OF KENYA

COUNTY GOVERNMENT OF KISUMU

Tel: 254-14061731

Tel: 254-12400953

Office: 254-06528268
E-mail:migosisubcountyhospital
migosihealthcentre@gmail.com

Medical superintendent,
Migosi Sub County
Hospital

P.0O. Box 486 — 40100,
Kisumu.

DEPARTMENT OF MEDICAL SERVICES, PUBLIC HEALTH AND SANITATION
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The (insert SC/SAGA/Fund name here) wishes to confirm the amounts disbursed to you as at 30™ June 2024 as indicated in the table below.
Please compare the amounts disbursed to you with the amounts you received and populate the column E in the table below Please sign and stamp
this request in the space provided and return it to us.

Amounts Disbursed by SC/SAGE/und) (XShs) as ot 304 June 2024 s Amount Re

| | - i | by MSCH |
| Reference Date | Recurrent (A) Development (B) | FIF (C) Total (KShs) as at 30" Differences
' Number Disbursed ‘ (D)=(A+B+C) | June 2024(E) (KShs)
f (F)=(D-E)
u7733 22/05/2024 } 161,000.00
| 77552 25/04/2024 ? 1,025,000.00

25764 03/07/2024 867,289.00

77705 31/01/2024 925,500.00

76624 12/11/2023 208,500.00

77430 25/10/2023 746,500.00 |  3,066,500.00
| 27009 10/12/2023 | 877,289.00 1,744,578.00 MCOStann bees
| | MEDICAL SoauNTY FOSP

_ L744,578.00 306650000 | 481107800 | % TR

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

Head of Accounts Department of the beneficiary entity:
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