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l. Acronyms & Glossary of Terms

CSR

OSHA

I)I;MA

MED SUP

Fiduciary Management

Corporate Social Responsibility

Occupational Health & Safety Act

Public Financial Management Act

Medical Superintendent

Key management personnel who have financial responsibility in the

entity.
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2. Key Entity Information and Management

Background information

Athi River Level 4 Hospital is a level 4 hospital established under gazette norice number
7267 of 30'h July 2019 and is domiciled in Machakos County under the Health Department.
The hospital is govemed by management appointed by the deparlment.

Principal Activities

(c)

The principal activity/mission/ mandate of the hospital is to is to provide quality health
care services to the people of Mavoko Sub-County and its environs by preventing,
controlling and eradicating diseases. Further the facility is tasked to rehabilitate and
promote healthy living by ensuring quick accessibility ofefficient, equitable, affordable
and sustainable health services. The vision of the entity is to provide quality, efficient and
affordable health care services that will improve future health benefits to all people.
Key Management

(a)

d

The hospital's management is under the following key organs
- County department of Health
- Accounting Oflicer/ Medical Superintendent
- Hospital Management Team

) Fiduciary Management

The key management personnel who held office during the financial year ended 30e June
2024 and who had direct fiduciary responsibility were:

(e Fiduciary Oversight Arrangemcnts

Clinical Research and Standards Committee
Audit committee
Risk Committee
County Assembly
Parliamentary (Senate) committees

Medical Superintendent Jemmimah Ndila
I-lead of finance Eric Milo
Accountant Reporting Grace Musyoki '
Head of supply chain Jane Kanvole

( Health Administrative offi cer Theresiah Ngui
(; Nursing Services Manager Elosy Makena
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Key Entity Information and Managemcnt (continued)

(0 Entity Headquarters

P.O. Box 145-00204
AI'}IIRIVER
Machakos, KENYA

(g) Entity Contacts

Telephone:-
E-mail : athiriverlevel4@gmai l.com

(h) Entity Bankers

Cooperalive Bank

(i) Independent Auditors

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

CI) Principal Legal Adviser

The Attomey General
State Law Office
Harambee Avenue
P.O. Box 401l2
City Square 00200
Nairobi, Kenya

(k) County Attorney

County Legal Office
P.O. Box. 1 996-901 O0-Machakos, Kenya
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3. The Board of Management

was no Board of Management in place at the facility inFY 2023/2024
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4. Key Management Team

Medical Superintendent

Jemmimah Ndila holds a Diploma in Clinical Medicine. She has

over l0 years' experience in the medical field.

I

Health Administrative

Officer

2

Theresiah Ngui holds a Bachelor's Degree in Business

management and administration. She has 5 years' experience in

administration.

Nursing Services Manager

J

Elosy Makena holds a Bachelor's Degree in Nursing. She has

over 7 years' experience in the medical field.

I-lead of Finance

4

Eric Milo has over l2 years' experience in accounting and

finance. He holds a Master's in Business Administration,

Bachelors olCommerce Degree and C.P.A Part 3.
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5. Chairman'sStatement

Noc rman's statement since the board of management is yet to be formed
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6. Report of The Medical Superintendent

It's my pleasure to present Athi river level 4 hospital financial statements for the year ended 30th June

2024 which are in line with the Public Finance management Act (PFM)20l2.The act requires final

financial statements to be prepared, publicized and submitted to the County Assembly. Office of the

auditor general, National Treasury, the controller of budget and commission for revenue allocation within

a period of3 months after the end ofeach financial year.

Attached are the hospitals statements which have been prepared in line with the requirements of the PFM

acl 2012 which present a true fair and fair value of the state of the affairs of the County Govemment of

Machakos for the year ended 30th l:uui'e 2024.

The statements highlights both qualitative and quantitative user information about the performance of the

hospital based on revenue received and collected from the county and NHIF of facility improvement

funds versus numerous expenses incurred inline to promotion of quality health care services.

Additionally, the financial statements have also enumerated the various challenges that the management

and stafffaced during the year. Essentially the challenges continue to be highlighted to top management

and solved on need basis.

During the current financial year 2023-2024 the County Govemment introduced the payment for the

medical services offered in the facility whereby patients pay ksh 100 for patient card through a pay bill

number 161660 which is a County government pay bill.

At the noment the County is in the process of passing a law through the county assembly whereby the

monies collected ,85% go back to the facility to facilitate its daily operations while l5% go to the County

Revenue fund account in the Central bank.

The main operational performance of Athi fuver Level 4 Hospital involves provision of health care

services. However, while offering the services, the hospital collects some revenue from patients either in

Mpesa-paybill or NHIF. The funds are transferred to County Revenue Fund (CRF) as per Public

Financial Management (PFM) regulations 20l5.Currently, the operations of the facility are managed by

transfers from the County Govemment. The revenues are used to improve the facility and provide both

curative and preventive care services to Athi River residents. The main challenges faced include;
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o delay in disbursement of funds from the County Treasury and large patients work

load vs available worKorce.

o The facility lacks enough space (land) for expansion as well as lack of buildings to

accommodate the growing need for more wards, consultation rooms, offices and

store to facilitate the storage o supplies both medical and non-medical

tly the facility has a bed capacity of l0 beds in the matemity ward and during the financial year

cility accommodated 551 inpatients(matemity) and 45,477 outpatients. Accidents/emergency

ce was 198 patients and special clinic attendance was I1,785

erage stay for inpatient during the period was 24 hours with a bed occupancy rate of 80%. The

ty rate was 0.0160

iver Level 4 Hospital is governed by all medical regulatory frameworks, the constitution of Kenya

d other statutory policies put in place either by the national or county govemment. To that extent,

or non-compliance that may lead to contingent liabilities has been reported. The hospital has no

court cases unless those of patients such as rape cases and which the facility must support upon

from law-enforcement agencies.

Key projects and investment decisions the entity is planning/implementing. The hospital is

planning to implement the following projects

Overhauling the plumbing system of the hospital

Renovating and painting the whole hospital

Planting trees around the hospital and open spaces

Renovation and maintenance of the current buildings

Construction of incinerator

Automation of the hospital services

Construction of a200 bed capacity facility

nstruction of offi ces/store/more wards

e major risks facing Athi River level 4 Hospital and which the top management should address

ediately for smooth operations and quality health care services include;

r Operational costs emanating from faulty, crossed system and out-dated medical

equipment.

o Market risks resulting from competition from private sector offering qualiqv health care
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. servlces

. Delayed Cash flow from County Treasury

r Over stretched work force in some sections within the facility.

o Construction of offices and more consultation rooms to accommodate the increasing

demand for mwananchi seeking medical services

Currenlly, the entity's has financial probity and as no serious govemance issues which should be

addressed. All staff statutory deductions such as PAYE, NSSF and NHIF are remitted by the

County Govemment.

ls lwlaa.?+

Name: Jemimah Ndila

Medical Superintendent

@



Athi iver level 4 Hospital (Machakos County Government)
Ann al Reporl and Finoncial Stalementsfor The Year Ettded 3dh June 2024

7. Statement of Performance Against Predetermined Objectives

Athi Biver Level 4 Hospital has three (3) strategic objectives within the current Strategic Plan for the

FY2 23-24. These objectives have been identified through a participatory process that reviewed the

hcalt priorities of the Govemor's Manifesto, the National Govemment's "Big Four" and more

specl cally on Universal Ilealth Care, NIUPLAN, SDGs and the MTP IIL The strategic objectives are a

synth sised product of the afore-mentioned planning frameworks that amalgamate the thematic fbcus and

healt sector asprratrons.

rategic objectives are as follows;

Free matemal health services (Linda Mama)

Affordable health care services

Strategic partnership with Donors for adequate funding

iver Level 4 Hospital develops its annual work plans based on the above three objectives

ent ofthe management's perlormance against its annual work plan is done on a quarterly basis

spital achieved its performance targets set for the FY 202312024 period for its own strategic

pillars as indicated in the diagram below
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sensitization and

research in order

to attract donors

donors offering

financial support

with donors collaborate with

DANIDA and

red cross

8. Corporate Governance Statement



Athi
Ann

iver level 4 Hospilal (Machakos Counly Government)
and Finoncial Slalementsfor The Year Ended 3dh June 2024

The ospital Management is responsible for the corporate govemance of the Hospital and is accountable
to nistry of l{ealth, County Department of Flealth Machakos County for ensuring that the Hospital
com lies with the laws and the highest standards of corporate govemance and business ethics. The
mem attach great importance to the need to conduct the business and operations of the Hospital with
rnte ty and in accordance with generally accepted corporate practice and endorse the intemationally
devel ped principles of good corporate govemance. This is done by the management because there is no
I]o of Management
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9. Management Discussion and Analysis

Athi river level 4 hospital is a level 4 facility located at the heart of Athi river town next to Mavoko sub
County Offices. The main operational performance of Athi River Level 4 Hospital involves provision of
health care services. However, while offering the services, the hospital collects some revenue from
patients either in Mpesa-paybill or NHIF. The funds are transferred to County Revenue Fund (CRF) as
per Public Financial Management (PFM) regulations 20l5.Currently, the operations of the facility are
managed by transfers from the County Govemment. The revenues are used to improve the facility and
provide both curative and preventive care services to Athi River residents.

During the current financial year 2023-2024 the County Govemment introduced the payment for the
medical services offered in the facility whereby patients pay ksh 100 for patient card through a pay bill
number I 6l 660 which is a County government pay bill.
At the moment the County is in the process of passing a law through the county assembly whereby the
monies collected ,85oh go back to the facility to facilitate its daily operations while l5% go to the County
Revenue fund account in the Central bank.

The main operational performance of Athi River Level 4 Hospital involves provision of health care
services. However, while offering the services, the hospital collects some revenue from patients either in
Mpesa-paybill or NHIF. The funds are transferred to County Revenue Fund (CRF) as per Public
Financial Management (PFM) regulations 20l5.Currently, the operations of the facility are managed by
transfers from the Counfy Govemment. The revenues are used to improve the facility and provide both
curative and preventive care services to Athi fuver residents. The main challenges faced include;

o delay in disbursement of funds from the County Treasury and large patients work
load vs available workforce.

o The facility lacks enough space (land) for expansion as well as lack ofbuildings to
accommodate the growing need for more wards, consultation rooms, offices and
store to facilitate the storage o supplies both medical and non-medical

Currently the facility has a bed capacity of 8 beds in the matemity ward and during the financial
year the facility accommodated 592 inpatients(matemity) and 34,840 outpatients.
Accidents/emergency attendance was 198 patients and special clinigattendance was l1,785.
The average stay for inpatient during the period was 24 hours with a bed occupancy rate of 8002.
The mortality rate was 0.02olo

Athi River Level 4 Hospital is governed by all medical regulatory liameworks, the constitution of
Kenya 2010 and other statutory policies put in place either by the national or county govemment.
To that extent, non -major non-compliance that may lead to contingent liabilities has been
reported. The hospital has no pending court cases unless those of patients such as rape cases and
which the facility must support upon request from law-enforcement agencies.

Key projects and investment decisions the entity is planning/implementing. The hospital is
planning to implement the following projects

a. Overhauling the plumbing system of the hospital
b. Renovating and painting the whole hospital
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c. Planting trees around the hospital and open spaces

d. Renovation and maintenance ofthe current buildings
e. Construction of incinerator
f. Automation of the hospital services
g. Construction of a 200 bed capacity facility
construction of offi ces/store/more wards
The major risks facing Athi River level 4 Hospital and which the top management should address
immediately for smooth operations and quality health care services include;

. Operational costs emanating fiom faulty and out-dated medical equipment.
o Market risks resulting from competition from private sector offering quality health care
. seryices
. Delayed Cashflow from County Treasury
o Over stretched work force in some sections within the facility.
e Construction of offices and more consultation rooms to accommodate the increasing

demand for mwananchi seeking medical services

Currently, the entity's has financial probity and as no serious governance issues which should be
addressed. All staff statutory deductions such as PAYE, NSSF and NHIF are remitted by the
County
Govemment.

tLlxo&4
Na c: Jemminrah Ndila

S retary to the Management Team



10. Environmental And Sustainabilify Reporting

Athi River Level 4 Hospital exists to transform lives. It's what guides us to deliver our

strategy, putting the clienVCitizen first, delivering health services, and improving

operational excellence. Below is an outline of the organisation's policies and activities that

promote sustainability;

i) Sustainability strategy and profile

The top management through the Medical superintendent or the accounting officer has

collaborated with

Machakos Level 5 hospital and the top management to ensure quality medical services are

offered to our patients and as per the intemational standards set by World tlealth

Organization (WHO).

ii) Environmental performance

The hospital is in the process of developing world class environmental policy that will

promote E-cycling of wastes to avoid health hazards that can negatively affect our clients

and staff. IJowever, financial challenges have negatively impacted on such ideas.

iii) Employee welfare

The hiring process of the medical practitioners and other staffis conducted by County

Public Service Board in collaboration with mother department of Health and Emergency

services. However, the posting and allocation of roles is done based on several elements

among them, gender parity. Lastly, the welfare of the staffis highly valued based on the

policy safety and compliance of the Occupational Safety and Health Act of 2007, (OSHA.)

iv) Corporate Social Responsibility / Community Engagements

Athi River Level 4 Hospital intends to conduct numerous CSR activities during the year on

fi'ee- cancer and tuberculosis screening and treatments

Athi River level 4 Hospital (Machakos Counly Government)
Annual Reporl ond Finoncial Statemenls lor The Year Ended 3Ttt' June 2024
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12. Statement of Management's Responsibilities

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

The Management is responsible for the preparation and presentation of the entity's financial statements,
which give a true and fair view of the state of affairs of the entity for and as at the end of the financial
year (period) ended on June 30, 2024.This responsibility includes: (i) maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the reporting
period, (ii) maintaining proper accounting records, which disclose with reasonable accuracy at any
time the financial position of the entity, (iii) designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation ofthe financial statements, and ensuring that
they are free from material misstatements, whether due to error or fraud, (iv) safeguarding the assets
ofthe entity; (v) selecting and applying appropriate accounting policies, and (vi) making accounting
estimates that are reasonable in the circumstances.

The Management accepts responsibility for the entity's financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgements and estimates,
in conformity with Intemational Public Sector Accounting Standards (IPSAS), and in the manner
required by the PFM Act,2012 and county govemment act number 17 of 2012). The management is of
the opinion that the hospitals financial statements give a true and fair view of the state of hospitals
transactions during the financial year ended June 30, 2024, and ofthe facility's financial position as at
that date. The Board members further confirm the completeness of the accounting records maintained
for the facility, which have been relied upon in the preparation of the facility's financial statements as
well as the adequacy of the systems of intemal financial control.

Nothing has come to the attention of the Board of management to indicate that the entity will not
remain a going concem for at least the next twelve monlhs fiom the date of this statement.

Approval of the financial statements

The Hospital's financial statements were approved by the management on L
signed on its behalfby

@
Name:
Chairperson

Name: Jemmimah Ndila
Accounting Officer
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REPORT OF THE AUDITOR.GENERAL ON ATHI RIVER LEVEL 4 HOSPITAL FOR
THE YEAR ENDED 30 JUNE, 2024 - COUNTY GOVERNMENT OF MACHAKOS

C

PREAMBLE

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

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

B Report on LaMulness 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,

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

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

fhe three parts of the report are aimed at addressing the statutory roles and
rJesponsibilities of the Auditor-General as provided by Article 229 ot the Constitution, the
flublic Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts

{f the report when read together constitute the report of the Auditor-General.
I

BEPORT ON THE FINANCIAL STATEMENTS
I

Qualified Opinion

I have audited the accompanying financial statements of Athi River Level 4 Hospital set
ut on pages 1 to 58, which comprise of the statement of financial position as at

Report of the Auditor-General on Athi River Level I llospital for the year ended 30 June, 2024 . - County Government of Machakos



30 June, 2024 and the statement of financial performance, statement of changes in net
assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the PublicAuditAct,20l5. lhave obtained all
the information and explanations which to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Athi River Level 4 Hospital - County Government of
Machakos as at 30 June,2024, and of its financial performance and its cash flows for the
year then ended, in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and comply with the County Governments Act, 2012, the Health Acl, 2017
and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Understatement of Revenue from Exchange Transactions

The statement of financial performance reflects revenue from exchange transactions of
Kshs.2,584,766. The balance includes rendering of services and other income of
Kshs.2,102,566 and Kshs.482,200 respectively. However, the system generated revenue
report disclosed revenue collected between 16 October, 2023 and 30 June, 2024
amounting to Kshs.3,784,842 resulting in unexplained variance of Kshs.1,200,076.
Further, records of revenue collected between 1 July 2023 and 15 October 2023 were not
provided for audit review.

ln the circumstances, the accuracy, completeness, presentation and disclosure of the
revenue from exchange transactions of Kshs.2,584,766 could not be confirmed.

2. Un-Confirmed lnventories

The statement of financial position reflects inventories balance Kshs.972,869 as
disclosed in Note 30 to the financial statements. However, Management did not provide
for audit review the stock take report as at 30 June, 2024 to support existence and
valuation of the inventory.

ln the circumstances, the existence and accuracy of the inventories balance of
Kshs.972,869 could not be confirmed.

3. Non-Disclosure of Propefi, Plant and Equipment

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

Report ofthe Auditor-General onAthi River Level 4 Hospitalfor the year ended 30June,2024 County Gwernmenl of Machakos
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ln the circumstances, the accuracy, completeness and ownership of Nil balance on
property, plant and equipment could not be confirmed.

4. Budget Variances

ln the circumstances, the accuracy of the statement of comparison of budget and actuals
amounts could not be confirmed.

Key Audit Matters

Key audit mafters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion section of my report, I have determined that there are no
other key audit matters to communicate.

Other lnformation

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

ln connection with my audit on the Hospital's, financial statements, my responsibility is to
read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or othenarise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this other information, I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the other information and
accordingly, I do not express an audit opinion or any form of assurance thereon.

Other Matter

Unresolved Prior Year Matters

ln the audit report of the previous year, several paragraphs were raised under the Report
on Financial Statements, Report on LaMulness and Effectiveness in Use of Public

The statement of comparison of budget and actuals amounts reflects final receipts and
expenditure budget of Kshs.11,784,166 each against actual expenditure of
Kshs.11,175,420. However, the budget amounts vary with the County Governments
approved budget for the hospital as reflected in the printed estimates of Kshs.30,600,000
by Kshs.18,815,834. Further, the Hospital's approved budget was not provided for audit
review.

Report ofthe Auditor-General on Athi River Level 4 Hospitalfor the year ended 30 June, 2024 - County Government of Machakos
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Failure to Prepare Quarterly Revenue Reports

The Hospital did not provide evidence to show that quarterly reports were prepared and
submitted to the County Treasury with a copy to the Auditor General. This is contrary to
Regulation 64(1) of the Public Finance Management (County Governments) Regulations,
2015 which requires the Accounting Officer or Receiver of revenue or Collector of
revenue to prepare a quarterly report not later than the 15th day after the end of the
quarter.

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

2. Deficiencies in lmplementation of Universal Health Care (UHC)

Review of Hospital records and interviews on verification of services offered, equipment
used and medical specialists in the Hospital AS at the time of audit revealed that the
Hospital did not meet the requirements of Kenya Quality Model for Health Policy
Guidelines due to staff deficits by 84 or approximately 83% of the authorized
establishment.

Level 4
Standard

Number in
Hospital

Variance Percentage
otto

MedicalOfficers 16 1 15 94
Anesthesiologists 2 0 2 100
General Surqeons 2 0 2 100
Gynecologists 2 2
Pediatricians 2 I 1 50
Registered Community
Health Nurses

75 15 60 80

Radiologists 2 0 2 100
Totals 101 17 84 83

Report ofthe Auditor-General on Athi River Level 4 Hospitalfor the year ended 30 June, 2024 - County Government of Machakos
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Resources, and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, Management has not resolved the issues nor given any
explanation for failure to implement the recommendations.
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ln addition, the hospital lacked the necessary equipment and machines outlined in the
Health Policy Guidelines as detailed below;

Level 4
Standard

Actuals in
the Hospital

Variance Percentage
To

Bed capacity 150 15 '135

Resuscitaire in theatre 1 0 1 100
Resuscitaire in Labour ward 1 1

6 0 1 100
Functional HDU Beds 6 0 100
lncubators in New Born Unit 5 1 4 80
Baby Cots 5 0 5 100
HDU Cots in New Born Unit 6 0 6 100
Operating Theatres
(General& Maternity)

2 1 1 50

Renal Unit with
machine

dialysis 5 0 5 100

Land size 5 acres 2 acres 3 acres 60

The deficiencies contravene the First Schedule of the Health Ac| 2017 and imply that
accessing the highest attainable standard of health, which includes the right to health
care services, including reproductive health care as required by Article 43(1) of the
Constitution of Kenya, 2010 may not be achieved.

ln the circumstances, the Hospital may not be able to deliver on its mandate

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in

the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

Conclusion

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

Report ofthe Audttor-General on Athi River Level 4 Hospitallor the year ended 30 June. 2024 - County Governmenl ofMachokos
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Further, the Hospital is registered as a Level 38 medical facility as reflected in the
Registration Certificate No. GK-009068 dated 2410112024.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE



Basis for Conclusion

1. Lack of Hospita! Management Board

During the year under review the Board of Management that is supposed to direct the
Hospital in achieving its strategic objectives was not constituted. This is contrary to
Section 1 1 of the Machakos County Health Services Ac|,2021 that requires every hospital
to have a Hospital Management Board.

ln the circumstances, the Hospital may not achieve its strategic objectives

2. Expired Medical Supplies

Physical verification of the pharmaceutical stocks revealed that the hospital was in
possession of expired drugs received from the year 2019 to date whose value could not
be determined. No explanation was provided for failure to dispose the expired drugs.

ln the circumstances, the effectiveness of internal controls on management of
pharmaceutical and non-pharmaceutical inventory to achieve the Hospital mandate could
not be confirmed.

3. Lack of ICT and Risk Management Policies

Review of records reveal that Management had not formulated and documented an ICT
Policy and a Risk Management Policy for the Hospital. Therefore, there were no
measures in place to mitigate against emerging risks in the Hospital's Day to day
operations.

ln the circumstances, the ability of the Hospital to identify threats or risks and various
strategies of minimizing their impact may be compromised.

4. Failure to Maintain Fixed Assets Register

It was noted that the Hospital does not maintain a fixed assets register to control its
assets. This is contrary to Regulation 136(1) of the Public Finance Management (County
Governments) Regulations,2015 which states that the Accounting Officer shall be
responsible for maintaining a register of assets under his or her control or possession as
prescribed by the relevant laws.

ln the circumstances, the existence of an effective mechanism to safeguard assets could
not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk Management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Report ofthe Auditor-General on Alhi River Level I Hospitallor the year ended 30 June, 2021 - County Covernment of Machakos
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Responsibilities of the Management and those Charged with Governance

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

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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an effective way.

Those charged with governance are 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-Genera!'s Responsibil ities 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
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with lSSAls 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.

Report ofthe Auditor-General on Athi River kvel 4 Hospital for the year ended 30 June, 2024 - County Governmenl of Machakos
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ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1Xa) of the Public Audit Act, 20'1 5.

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

I

FCPA a BS
AUDITOR.GENERAL

Nairobi

10 January, 2025

Report ofthe Auditor-General onAthi River Level 4 Hospital lor the year ended 30 June, 2024 County Governmenl of Machakos
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Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva.qo.ke/auditor-qenerals-
responsibilities-for-audiU. This description forms part of my auditor's report.



Athi River Hospital (Machokos County
Attnual Reporl and Financiol Slatemen

Goventment)
tsfor The Year Ended 30il' June 2024

14. Statement of Financial performance for The year Ended 30 June 2024

Revenue from non-cxchange transactions
Transfers from the Coun ty Govemment 6 9,t99,400 3,079,820

In- kind contributions from the County Government 7
l3 924 014

Grants from donors and develo pment partners ti

Tmnsfers from other Covemment entities ()
3,255,983

Public contributions and donations l0

Render ing of services- Medical Service Income
evenue from rent of flacilities

Revenue from exchan e transactions

ther income (speci fv)
cvenue from exchan e transactions

inance /lnterest Income

9,,199,400 2A 59 Ii l6

II 2,102,566 370,800
1)

l3
t4 482,200

2,584,766 370,800

otal reyenue 11,784,166
_ 24,629,916

1 xpenses

l

mployee costs

edical/Clinical costs l5 6,1 93, r 68
I 6,3 l6,800

t6 809, 150 484,500
E oard of Management Expenses t1
t reciation and amorlization ense IB
R epairs and maintenance I9 l ,301,909 1,602,392
C ts and subsidies 20
G neral enses 21 2,87 t,193 r,958,730
Fi nance costs 22

T tal expenses 1L,175,420
20 62 422

er ins/ osses

Gi in on disposal ofnon-Current assets ,!. )

Ur alized gain on fair value of investments 24
Mr dical services contracts Cains/Losses 25
Inr airment loss 26
Ga n on foreigt exchan ge transactions

To al other Iosses)I

Ne Surplus/ (Deficit) for thc 1,ss1 6A8,7 46 267,394



Alhi River Hospital (Machakos County Governntent)
Annual Report and Finoncial Statementsfor The Year Ended 3dh June 2024

The Hospital's financial statements were approved by the management on
and signed on its behalfby

@
a lre:

arrman

anagement Team

Name: Eric Milo
Head of Finance
ICPAK No:

Name: Jemimah Ndila
Medical Superintendcnt
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Athi River Hospital (Machakos County Government)
Annual R rt and Financial Stolementsfor The Year Ended 3dh June 2024

I5. Statement of Financial Position As At 30th June 2024

Assels

Cu rrent assets

Cash and cash equivalents 27 2,226,995 1,618,248

Receivables from exchange transactions 28 l,450,000

29
Receivables from non-exchange
transactions

30Inventories 972,869 669.599

Total Current Assets 4,649,864 2,287,847

Non-current assets

Property, plant, and equipment .il
tzIntangible assels

33Investment property
'fotal Non-current Asscts

Total assets (A) .1,6.t9,864 2,287,84'7

Liabilitics
Cu rrent liabilities
Trade and other payables 34 1,753,272

35
Refundable deposits from
customers/Patients

36Provisions

31Finance lease obligation

l8Current portion of deferred income

:i9Current portion of borrowings
.llSocial Benefits

Total Cu rrent Liabilities 1,753,,2'.72

Non-current liabilities
Provisions 36

Non-Current Finance lease obligation 37

Non-Current portion of deferred income 38

39Non - Current portion of borrowings

40Service concession Arrangements

Total Non-cu rrent Iiabilities

Total Liabilities (B) 1,753,272

I

II
I



Net assets (A-B) 2,896,592 2,287,847

Revaluation reserve

{ccumulated surplus/Defi ci t 2,896,592 2,287,847
i ital Fund

fotal Net Asscts 2,896,592 2,287,947

I
I

II

lhi River Hospital (Machakos County Governntent)
nnual R rt and Financial Slalements r The Year Ended 3dh June 2024

Hospital's financial statements were approved by the management on
sigred on its behalf by:

Na e: Eric Milo

le-a+

ame:
hairma n
anagement Team

Head of Finance
ICPAK No:

Namc: Jemimah Ndila
Medical Superintendent

I



z6s'968'Z z6t'968'7. (ruaf, luo.r.rnr) tZ1T,'0e aunf tV

sluer8 lueurdo 1e,raq,rla rde3

9FL'809 9il.'809 .rea,( eql :og (trcgaplsnldrn5

ureB uouenle,reX

LI9,182,7 LT9, L\Z,Z (ruaf luorrnr) fZgZ'I ,(lnf tV

Lill'L\Z'Z Ltg, L9Z,Z (rua{
sno;,rard) sz0z '0c aunf lB sY

sluer8 lueurdole,raq,rlelrdu3

t6e'LgT, t6t'197. reaX eql roj (trcgeplsnld:n5

ureB uotlenlerreg

€sl'020'z fst'020'z (ruaA
snor,rard)776J'1 ,{1n1 ;u sy

lZ0Zount 0C papug rEcA cqJ roJ tassv 1o11 u.r sa8uuqJJo lualualBls '9I

,Z0Z aunt qpt papug toal, aqJ nt s1uauaqolg lopuDall puD ltoday pnuuy
(Tuauutatog {7uno3 sot1ot1co14l 1o71dsog naly ttltV



lhi River Hospital (Machakos Counly Governntent)
nnual Report and Financiol Slatementsfor The Year Ended 3dh June 2024

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

I 3ash flows from operating activities

cc('l ls

l'ransfers from the County Govemment 6 9,199,400
3,079,820

( irants from donors and development partners

I'ransfers from other Cov-emment entities
3,255,983

Il 'ublic contributions and donations

I

I. lendering of services- Medical Service
')conte ll 2,102,566 370,800

Ii evenue from rent of facilities

F inance / interest income

liscellaneous receipts 1.1 482,200

T olal Receipts 71,784,166
6,706,603

P ayments

]V edical/Clinical costs l-5 6, I 93,1 68
2,392,786

I-.r nployee costs l6 809,1 s0 484,500
l], lard of Management Expenses t7

Ilr :pairs and maintenance l9 1,30 t ,909 1,602,392
20

Gc :neral expenses Lt 2,,871 ,193
1,958,730

Fir lance costs 22

Re funds paid out

Tr rtal Pavments 11,175,420
6,438,409

N t cash flows from operating activities 42 608,746 268,194
Ca sh flows from investing activities

Pu :chase of property, plant, equipment

I)u :chase of intangible assets

rceeds from the sale of PPE

uisition of investmentsA
cash flows used in investin activitiesN

activitiesCa h flows from financin
Pro eeds from borrowings

yment of borrowingsR

I

rIr

I

II
I

{

Giants and subsidies



Athi River Hospilal (Machakos Counly Government)
Annual Report and Financial Slalementsfor The Year Ended 3dh lune 2024

Capital grans received

Net cash flows used in financing
activities
Net inc rease/(decrease) in cash and cash
equivalents

608,746 268,191

Cash and cash equivalents at I July t,618,249
1,350,055

Cash and cash cquivalents at 30 Jun 2,226,994
1,618,249

rrIrI
-l'he Hospital's financial statements were approved by the management on
and signed on its behalfby:

a'l- la -a

Name:
Chairman
Management Team

Name: f,ric Milo
Head of Finance
ICPAK No:

Name: Jemimah Ndila
Medical Superintendent
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Atht River Hospital (Machakos County Government)
Annual Report and Financial Slatements for The Year Ended 3dh June 2024

T h c=(a+b) d s=1c_d) f=dlc "/"
Ks hs I(shs Kshs IiShs Kshs

Repairs and maintenance
l ,s0l ,909 1,501 ,909 I ,301,909 200,000 81%

Grants and subsidies
00A

Cieneral expenses
3,079,939 3.079.939 2,871 ,t93 208,746 930

Finance costs
00

Refunds
0%

Inventories
0%

Total expenditure
1 1,784,1 66 l l,7tt4, r 66 11,175,420 608,746 9So

Surplus for thc pcriod
608.746 (608,746)

Capital Expcnditure

I
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Attu l(tvet Level 4 ITosptlol (twaclrakos Lounty uovernmenl)
Annual Report and Financial Statemenlsfor The Year Ended 3dh June 2024

19. Notes to the Financial Statcments

l. Gcneral Information

Athi River level 4 Hospital is established by and derives its authority and

accountability from gazette notice number 786 of 4th February 2O2OAcl. The entity is

wholly owned by the County Govemment of Machakos and is domiciled in Machakos

County in Kenya. The entity's principal activity is provision of medical services to

Mwananchi.

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 thcir

estimated recoverable amounts and actuarially determined liabilities at their present

value. The preparation of financial statements in conformity with Intemational Public

Sector Accounting Standards (IPSAS) allows the use of estimates and assumptions. It

also requires management to exercise judgement in the process of applying the entity's

accounting policies. The areas involving a higher degree ofjudgment or complexity, or

where assumptions and estimates are significant to the financial statements, are

disclosed in Notes. 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 tntemational

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

been consistently applied to all the years presented.

llr



Athi River Level 4 Hospital (Mocltakos L:ounly Governmenl)
Annuol Report and Finunciol Slatemenlsfor The Year Endetl 3dt' June 2024

Notes to the Financial Statements (Continued)

3. Adoption of New and Revised Standards

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

30 June 2024

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

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

year ended 30 June 2024.

IPSAS 45-

Property Plant

and

Equipment

IPSAS 43 Applicable I't January 2025

The standard sets out the principles for the recognition, measurement,

presentation, and disclosure of leases. The objective is to ensure that lessees

and lessors provide relevant information in a manner that faithfully

represents those transactions. This information gives a basis for users of

financial statements to assess the effect that leases have on the financial

position, financial performance and cashflows of an Entity.

The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

IPSAS 44:

Non- Current

Assets Held

for Sale and

Discontinued

Operations

Applicable I't January 2025

The Standard requires,

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

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

depreciation ofsuch assets to cease and:

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

separately in the statement of financial position and the results of

discontinued operations to be presented separately in the statement of

financial performance.

Applicable I't January 2025

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

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

infrastructure assets and measurement. Heritage assets were previously

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

ll
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satisfy the definition of PPE shall be recognised as assets if they meet the

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

infrastructure assets, implementation guidance and illustrative examples. The

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

the infrastructure assets, under- maintenance of assets and distinguishing

significant parts of infrastructure assets.

IPSAS 46

Measurement The objective of this standard was to improve measurement guidance across

IPSAS by:

i. Providing further detailed guidance on the implementation of

commonly used measurement bases and the circumstances under

which they should be used.

ii. Clarifoing transaction costs guidance to enhance consistency

across IPSAS;

iii. Amending where appropriate guidance across IPSAS related to

measurement at recognition, subsequent measurement and

measurement related disclosures.

The standard also introduces a public sector specific measurement bases

called the current operational value.

Applicable I't January 2025

IPSAS 47-

venue This standard supersedes IPSAS 9- Revenue from exchange transactions,

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

exchange transactions. This standard brings all the guidance of accounting

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

the principles that an entity shall apply to report useful information to users

of financial statements about the nature, amount, timing and uncertainty of
revenue and cash flow arising from revenue transactions.

Applicable lst January 2026

PSAS 48-
-ransfer

ixpenses

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

provider shall apply to report useful information to users of financial

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

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

Applicable l't January 2026

1a



Alht Krver Level 4 Hospttdl (Maclrakos Louno, coverrrmenl)
Annuol Reporl and Financial Statementsfor The Year Ended 3dt'June 2024

for public sector entities geared to provide guidance to entities that provide

transfers on accounting for such transfers.

IPSAS 49-

Retirement

Benefit Plans

The objective is to prescribe the accounting and reporting requirements for

the public sector retirement benefit plans which provide retirement to public

sector employees and other eligible participants. The standard sets the

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

Applicable I't January 2026

iii) Early adoption of standards

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

entity adopted the following standards early (state the standards, reason for early adoption

and impact on entity's financial statements.)

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 govemment entities are measured at fair
value and recognized on obtaining control ofthe asset (cash, goods, services and property) if
the transfer is free from conditions and it is probable that the economic benefits or service
potential related to the asset will flow to the Entity and can be measured reliably. To the
extent that there is a related condition attached that would give rise to a liability to repay the
amount, the amount is recorded in the statement of financial position and realised in the
statement of financial performance over the useful life of the asset that has been acquired
using such funds.

ii) Revenue from exchange transactions

Rendering of services

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

l?
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Notes to the Financial Statements (Continued)

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 ofthe 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.
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Notes to the Financial Statements (Continued)

b. Budget information

The original budget for FY 2023-2024 was approved by management on 12th July 2024,

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, the entity recorded additional

appropriations on the FY 2023-2024 budget following the Board's approval. The entity's

budget is prepared on a different basis to the actual income and expenditure disclosed in the

financial statements. The financial statements are prepared on acciual 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 ofbudget and actual amounts, prepared on a comparable basis to the approved

budget, is then presented in the statement of comparison of budget and actual amounts. In

addition to the Basis difference, adjustments to amounts in the financial statements are also

made for differences in the formats and classification schemes adopted for the presentation of

the financial statements and the approved budget. A statement to reconcile the actual amounts

on a comparable basis included in the statement of comparison of budget and actual amounts

and the actuals as per the statement of financial performance has been presented on page

under section ofthese financial statements.

c. Taxes

Sales tax/ Value Added Tax

Expenses and assets are recognized net ofthe amount ofsales tax, except:

) When the sales tax incuned 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

l<
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taxation authority is included as part ofreceivables or payables in the statement of

financial position.

Notes to the Financial Statements (Continued)

d. Investment property

Investment properties are measured initially at cost, including transaction costs. The carrying

amount includes the replacement cost of components of an existing investrnent property at lhe

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 years. Investment

properties are derecognized either when they have been disposed of or when the investment

property is permanently withdrawn from use and no future economic benefit or service

potential is expected from its disposal. The difference between the net disposal proceeds and

the carrying amount of the asset is recognized in the surplus or deficit in the period of de-

recognition. Transfers are made to or from investment property only when there is a change

ln usc

c. Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cost includes expenditure that is directly attributable to the acquisition of

the items. When significant parts of property, plant and equipment are required to be replaced

at intervals, the entity recognizes such parts as individual assets with specific useful lives and

depreciates them accordingly. Likewise, when a major inspection is performed, its cost is

recognized in the carrying amount of the plant and equipment as a replacement if the

ecognition criteria are satisfied. All other repair and maintenance costs are recognized in

urplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil

r nominal consideration the asset is initially measured at its fair value
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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 ofthe leased item to the Entity. Assets held under a finance lease are capitalized at

the commencement of the lease at the fair value of the leased property or, if lower, at the

present value of the future minimum lease payments. The Entity also recognizes the

associated lease liability at the inception ofthe 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 ofthe 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 ofthe asset by the end of
the lease term, the asset is depreciated over the shorter of the estimated useful life of the asset

and the lease term.

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

incidental to ownership of the leased item to the Entity. Operating lease payments are

recognized as an operating expense in surplus or deficit on a straight-line basis over the lease

term.

I ntangible asscts

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

assets acquired in a non-exchange transaction is their fair value at the date of the exchange.

Following initial recognition, intangible assets are carried at cost less any accumulated

amortization and accumulated impairment losses. Intemally 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.

(t
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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 benehts or service potential

- ) The availability of resources to complete the asset

D The ability to measure reliably the expenditure during development.

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

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

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

expected future benefit. During the period of development, the asset is tested for impairment

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

i. Financial instruments

IPSAS 4l addresses the classification, measurement and de-recognition of financial assets

d financial liabilities, introduces new rules for hedge accounting and a new impairment

odel for financial assets

financial instrument is any contract that gives rise to a financial asset of one entity and a

lnancla I liability or equity instrument of another entity. At initial rec6gnition, the entity

easures a financial asset or financial liability at its fair value plus or minus, in the case of a

lnarlcl al asset or financial liability not at fair value through surplus or deficit, transaction

osts that are directly attributable to the acquisition or issue ofthe financial asset or financial

ability.
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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 cashflows and selling financial assets and the contractual terms of the financial

asset give rise on specified dates to cash flows that are solely payments of principal and

interest on the principal amount outstanding. A financial asset shall be measured at fair value

through surplus 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.

Amortizcd cost

Financial assets that are held for collection ofcontractual 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.

lo
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Notes to the Financial Statements (Continued)

Fair value through net assets/ equity

Financial assets that are 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 atfai,;r 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 review 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 tu1d 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) are set out in Notes.

Financial liabilities

Classification

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

financial liabilities measured through profit or loss.

)n
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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 oflhe

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 malerials 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 ofinventory 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. Lnventories are 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 separate asset 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.

1t



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 ofany contingencies

in the notes to the financial statements unless the possibility of an outflow of resources

embodying economic benefits or service potential is remote.

Confingent assetsn

The Entity does not recognize a contingent asset but discloses details of a possible asset

whose existence is contingent on the occurrence or non-occurrence ofone 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

easured reliably, the asset and the related revenue are recognized in the financial statements

f the period in which the change occurs

, Nature and purpose of reserves

e entity creates and maintains reserves in terms of specific requirements

Changes in accounting policies and estimates

e Entity recognizes the effects ofchanges in accounting policy retrospectively. The effects

f changes in accounting policy are applied prospectively if retrospective application is

practical

1)
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Notes to the Financial Statements (Continued)

q. Employee benelits

Rctirement 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 ifthe fund does not hold sufficient assets to pay all employee benefits relating
to employee service in the current and prior periods. The contribulions 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 1o all participating

employers. The contributions and lump sum payments reduce the post-employment benefit
obligation.

Forcign currency transactionsr

Transactions in foreign currencies are initially accounted for at the ruling rate ofexchange on

the date of the transaction. Trade creditors or debtors denominated in foreign crurency are

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

that date. Exchange differences arising from the settlement ofcreditors, 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

Borrolving costs are capitalized against qualifying assets as part of propeny, plant and

equipment. Such borrowing costs are capitalized over the period during which the asset is

being acquired or constructed and bonowings have been incurred. Capitalization ceases when

construction of the asset is complete. Further borrowing costs are charged to the statement of

financial performance.

Relatcd parties

The Entity regards a related party as a person or an entity with the ability to exert control

individually orjointly, or to exercise significant influence over the Entity, or vice versa.

l.
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Notes to the Financial Statements (Continued)

Members of key management are regarded as related parties and comprise the directors, the

CEo/principal and senior managers.

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 colresponding liability, adjusted by a cash consideration paid or

received.

v 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

eadily convertible to known amounts ofcash and are subject to insignificant risk ofchangcs

n value. Banl< account balances include amounts held at the Central Bank of Kenva and at

arious commercial banks at the end ofthe financial year. For the purposes ofthese financial

tatements, cash and cash equivalents also include short term cash imprests and advances to

uthorised public officers and/or institutions which were not surrendered or accounted for at

e end ofthe financial year

Comparative figures

ere necessary comparative figures for the previous hnancial year have been amended or

configured to conform to the required changes in presentation

Subsequent events

ere have been no events subsequent to the financial year end with a significanl impact on

e financial statements for the year ended June 30,2024

)A
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Notes to the Financial Statements (Continued)

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 repo(ed amounts

of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the

end of the reporting period. Ilowever, 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 conceming 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. r 40)

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 fiom disposal:

Entity.

and processes.

Provisions

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

available. Additional disclosure of these estimates of provisions is included in Notes.

Provisions are measured at the management's best estimate of the expenditure required to

settle
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the obligation at the reporting date and are discounted to present value where the effect is

material.

Notes to the Financial Statements (Continued)

6. Transfers from the County Government

Unconditional Grants

Operational Grant
9, r 99,400 3,079,920

Level 5 Grants -T
Unconditional Development Grants

Other Grants

9,199,400 3,079,820
Conditional Grants

User Fee Forgone

Transforming Health Services For Universal Care
Project (THUCP)

DANIDA

Wards Development Grant

Paediatric Block Grant

Administration Block Grant

Laboratory Grant

Iotal Government Grants And Subsidies
9,199,400 3,079,820

AA
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Notes to thc Financial Statements (Continued)

6 b Transfers from The Coun (i overn m cnt

7. In Kind Contributions from The County Government

8. Grants From Donors and Development Partners

Machakos County
Government 9,199,400 9, 199,400 3,079,820

Total 9'199',100 9,199,400 3,,079,820

Salaries and wages

Medical supplies-Drawings Rights (KEMSA) 13,924,014

Pharmaceutical and Non-Pharmaceutical Suppl ies

Utility bills

Total grants in kind 13,924,014

Cancer Centre grant- DANIDA
World Bank grants

Paediatric ward grant- JICA

Research grants

Other grants (specify)

Total grants from development partners

1'7
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Notes to the Financial Statements (Continued)

8 (a) Grants from donors and development partners (Classification)

() Transfers From Other (,'overnment Entitics

IO Public Contributions and Donations

3,255,982

Donor e.g., DANIDA

JICA

World Bank

Total

Transfer from National Govemment (Ministry of
Health)

Iransfer fronr National Hospital

Iransfer from Institute
3,255,982

Iotal Transfers

)ublic donations

)onations from local leadership

)onations from religious institutions

I

)onations from other international organisations and
rdividuals

f ther donations(specify)

)9
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Total donations and sponsorships

Donations in kind-amortised

Notes to the Financial Statements (Continued)

l0 (a)Reconciliations of amortised grants

I l. Rendcring of Services-Medical Service Income

Balance unspent at beginning ofyear

Current year receipts

Amortised and transferred to revenue

Conditions to be met - remain liabilities

Pharmaceuticals

Non-Pharmaceuticals

370,800

Laboratory

Radiology

Orthopedic and Trauma Technology

Theatre

Accident and Emergency Service

Anesthesia Service

Ear Nose and Throat service

Nutrition service

Cancer centre service

Dental services

Reproductive health

Paediatrics services

Farewell home services

Ambulance Services

Other medical services income 2,,102,566

Total revenue from the rendering ofservices 2,102,566 370,800

10
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Notes to the Financial Statements (Continued)

12. Revenue From Rent of Facilities

I3. Finance /Interest Income

{. Miscellaneouslncome

Residential property
I

Commercial property -I

Total Revenue from rent of facilities -I

Interest Income from Cash investments and fixed
deposits

Interest income from short- term/ current deposits

Interest income from 1'reasury Bills
Interest income from Treasurv Bonds

Interest from outstanding debtors
'l'otal financc income

Insurance recoveries

Income from sale of tender

Services concession income

Sale ofgoods (water, publications, containers etc)

Write backs (Deposits, payments in advance etc)
Bad debts recovered

Others 482,200

Total Miscellaneous income 482,200

1n
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Notes to the Financial Statements (Continued)

15. MedicaU Clinical Costs

16. Employee Costs

I)ental costs/ matcrials

Laboratory chemicals and reagents 1,94t,290 65,000

Public health activities

Food and Ration 569,178 835,590

Uniform, clothing, and linen

Dressing and Non-Pharmaceuticals 2,502,282 r.l 17,683

Pharmaceutical supplies 386,790 40,1 30

Health information stationery 250.093 I 10,800

Reproductive health materials

Sanitary and cleansing Materials 543,535 133,584

Purchase of Medical gases

X-Ray/Radiology supplies 90,000

Other medical related clinical costs

6,193,168 2,,392,797

Inkind Contributions(Medical supplies) 13,924,014

Total medical/ clinical costs 6,193,168 16,316,800

Salaries, wages, and allowances 809,1 50 484,500

Contributions to pension schemes

Service gratuity

Performance and other bonuses

Staff medical expenses and Ilsurance cover

Group personal accident insurance and WIBA
Social contribution

Other employee costs (specify)

Employ'ee costs 809,150 48.1,500

1l
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Notes to the Financial Statements (Continued)

17. Board of Management Expenses

18. Depreciation and Amortization Expense

19. Repairs and Maintenance

Chairman's Honoraria

Mileage

Insurance expenses

Induction and training

fravel and accommodation allowance

Airtime allowances
'f otal

Property, plant and equipment

Intangible assets

Investment property carried at cost

Total depreciation and amortization

Property- Buildings 802.079 1,431 ,307
Medical equipment 14,440

Office equipment 151,450 2,500

Fumiture and fittings 10s,880

Computers and accessories 5,000 800

\4otor vehicle expenses 237,500 97,495

\4aintenance of civil works 49,850

fotal repairs and maintenance I ,301 ,g0g 1,602,392

I
I

I
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Notes to the Financial Statements (Continued)

20. Grants And Subsidies

21, (leneral Expenses

Community development and social work

Education initiatives and programs

Free/ subsidised medical camp

Disability progrnms

Free cancer screening

Social benefit expenses

Other grants and subsidies(speci fy)

Total grants and subsidies

Advertising and publicity expenses

Catering expenses 247,110 32.090

Waste management expenses 57,767 271.849

Insecticides and rodenticides r00,000

Audit fees

Bank charges 10.400 8,580

Conferences and delegations

Consultancy fees

Contracted services

Electricity expenses 154,100

Fuel and Lubricants 842,650 1,325,000

Insurance

Research and development expenses

I'ravel and accommodation allowance 29,940

Legal expenses

Licenses and permits

Courier and postal services

Printing and stationery 939,016 156.21 I

I-lire charges

Rent expenses

Water and sewerage costs I 10,700 100.000

Skills development levies

I'elephone and mobile phone servrces 259,450 65,000
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Intemet expenses 30.000

Finance Costs

2 Gain/Loss on Disposal of Non-Current Assets

Unrealized Gain On Fair Value Investments

Staff training and development 90,000

Subscriptions to professional bodies

Subscriptions to newspapers periodical,

magazines, and gazette notices

Library books/\4aterials

Palking charges

Total General Expenses 2,871,193 I,958,730

Borrowings (amortized cost) *

Finance leases (amortized cost)

Interest on Bank overdrafts/Guarantees

Interest on loans from commercial banks

Total finance costs

Property, plant, and cquipment

Intangible assets

Other assets not capitalised (specity)

Total gain on sale of assets

lnvcstments at fair value

Iotal gain

1t



Alhi River Level 4 Hospilal (Mochakos L'ounly Governmenl)
Annual Reporl and Financial Slatementsfor The Yeor Ended 3dh June 2024

Notes to the Financial Statements (Continued)

25. Medical Services Contracts Gains /Losses

26. Impairmcnt Loss

27. Cash and Cash Equivalents

Comprehensive care contracts with NI IIF

Non- Comprehensive contracts care with NHIIr
Linda Mama Program

Waivers and Exemptions
'fotal Gain/Loss

Property, plant, and equipment

Inlangiblc asscls

Investments

Total impairment loss

Current accounts
2,226,995 r ,61 8,248

On - call deposits

Fixed deposits accounts

Cash in hand

Others(specify)- Mobile money

Total cash and cash equivalents
2,226,995 I,618,248

't<



tnt 
^l't-,er 

Levet I nosprrat llvlocltgt<os Louwy uovernnrenl)
nnuol Report and Financial Statementsfor The Year Ended 3dh tune 2024

Notes to the Financial Statements (Continued)

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

a) Current account

Kenya Commercial Bank 01141065743500
2,226,995 1,618,248

Sub- total
2,226,995 1,618,218'

b) On - call deposits

Kenya Commercial bank

Equity Bank - etc

Sub- total

c) Fixed deposits account

Bank Name

Sub- total

d) Others(specify)

Cash in hand

Mobile money- Mpesa, Airtel
noney

Sub- total

Grand total
2,226,995 1,619,249I
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Alhi River Level 4 Hospilal (Machakos County Goventment)
Annual Reporl ond Financial Statementsfor The Year Ended 3dh June 2024

Notes to the Financial Statements (Continued)

28. Receivables From Exchange Transactions

Ana sis of Receivables From Flxchan Transactions

Medical services receivables r,450,000

Rent receivables

Other exchange debtors

Less: impairment allowance

Total receivables I,450,000

2023121

oh of
the

total
2022/23

"/" of
the total

Less than I year o//o o//o

Between l- 2 years % %

Between 2-3 years o//o o/
/t)

Over 3 vears o//o %

Total (a+b) 1l//o o//o

17



Itrl fitver Level 4 ITospllol (lt4Qclrll{os Lourlty ltoVerlrmenl)
nnual Report and Financiol Statemenlsfor The Year Endetl 3dh June 2024

Notes to the Financial Statements (Continued)

. Receivables From Non-Exchange Transactions

An is of Receivables From Non-Excha Transactions

Transfers from the County Govemment

Undisbursed donor funds

Other debtors (non-exchange transactions)

I-ess: impairment allowance

Total

2023t24
"/" of
the

total 2022t23
"/" of the

total

Less than I year o//o o//o

Between 1- 2 vears % o/o

Between 2-3 years o//o o/
,/o

)ver 3 years % o//o

Iotal (a+b) o//o o/

ia



Alhi River Leuel 4 Hospital (Mochakos County Government)
Annual Reporl ond Financial Statementsfor The Year Ended 3dh June 2024

Notes to the Financial Statements (Continued)

30. Inventories

Pharmaceutical supplies 972.869 669,s99

Maintenance supplies

Food supplies

I-inen and clothing supplies

Cleaning materials supplies

General supplies

Less: provision for impairment of stocks
'I'otal 972,869.30 669,599

1()
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Athi River Level 4 Hospital (Machokos County Governmenl)
Attnuol Reporl antl Finoncial Stolementsfor The Year Endetl 3dt' June 2024

Notes to the Financial Statements (Continued)

32. Intangible Assets-Software

33. InvestmentProperfy

Cost

At beginning of the year

Additions

Additions--lntemal development

Disposal

At end of the year

Amortization and impairment

At beginning of the year

Amortization for the period

Impairment loss

At end of thc year

NBV

At beginning of the year

Additions

Disposals during the ycar

Fair value gain

Depreciation (where investment property is a1 cost)

Impairment

At end of the period
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Alhi River Level 4 Hospital (Machakos County Governnrent)
Annuol Reporl and Financiol Slatementsfor The Year Ended 3dh June 2024

Notes to the Financial Statements (Continued)

34. Trade and other Payables

5. Refundable Deposits from Customers/Patients

frade payables
1,753,272

Employee dues

Third-party payments (e.g. unremitted
payroll deductions)

Audit lee

Doctors' fee

Total trade and other payables
1,753,,272

Ageing analysis: 2023t24

o/" of
the

Total
2022t23

o/" of the
total

Under one year
1,7 53,272

100% o//o

I -2 years o//o %

2-3 years o//o %

Over 3 years o//o o//o

l'otal
1,753,272 100,A

at//o

Vledical fees paid in
ldvance

Sredit facility deposit

l lent deposits

()thers (specify)

I l'otal deposits

Irgeing analysis: 2023t24 oh of the 2022t23 o/n of the

44



Athi River Level 4 Hospital (Machakos Counly Government)
Annual Reporl and Financial Statementsfor The Year Ended 3dh June 2024

36. Provisions

'l'ota I
-l'ota 

I

Under one year o//o o/o

I -2 vears % o//o

2-3 yearc o//o o//o

Over 3 years % %

'l'ota I
o//o o//o

Balance at the beginning ofthe year

AdditionaI Provisions

Provision utilised

Change due to discount & time value for money

Total provisions

Current Provisions

Non-Current Provisions

Total Provisions

I
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thi River Level 4 Hospital (Machakos County Government)
nnual Reporl and Financial Statementsfor The Yeor Ended 3dh June 2024

Notes to the Financial Statements (Continued)

37. Finance Lease Obligation

3tl. Deferred Incomc

38 (a) The deferred income movcment is as follows:

otes to the Financial Statements (Continued)

Kshs Kshs

Current Lease obligation

Long term lease obligation

Total

Current Portion

Non-Current Portion

Total

Balance b/f

Additions during the year

lransfers to Capital fund

fransfers to statement of financial
lerformance

)ther transfers (Specify)

)alance CiF
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Alhi River Level 4 Hospital (Machakos County Government)
Annual Reporl ond Financiol Slolementsfor The Year Ended 3dh June 2024

39. Borrowings

39. (a; Breakdown of Long- and Short-Term Borrowings

40. Service Concession Arrangements

Notes to the Financial Statements (Continued)

41. Social Benefits

Balance at beginning of the period

Extemal borrowings during the year

Domestic bonowings during the year

Repayments of external borrowings during the year

Repayments of domestic borrowings during the
year

Balance at end ofthe period

Current Obligation
I

Non-Current Obligation
I

'fotal
I

Fair value of service concession assets recognized
under PPE

Accumulated depreciation to date

Net carrying amount

Service concession liability at beginning of the year

Service concession revenue recognized

Service concession Iiability at end of the year

47



Athi River Level 4 Hospital (Machakos Couttty Government)
nnual Reporl and Financial Slatenrcntsfor The Year Endetl 3dh June 2024

42. Cash Generated from Operations

Health social benefit scheme

Unemployment social benefit scheme

Orphaned and vulnerable benefit scheme

People l,iving with Disabilities benefit Scheme

Elderly social benefit scheme

Bursary social benefits

Total

Current social benefits

Non- current social benefits

Total (tie to totals above)

Surplus for the year before tax 608,746

Adjusted for:
Depreciation

Non-cash grants received

Impairment

Gains and losses on disposal ofassets

Contribution to provisions

Contribution to impairment allowance

Working Capital adjustmcnts
lncrease in inventory (303,270)

ncrease in receivables (r,450,000)

ncrease in deferred incomc

ncrease in payables 1,7 53,272

I ncrease in payments received in advance

t{et cash flow from/used in operating activities 60g,74g

T

48



Atlti River Level 4 Hospital (Machakos County Governmenl)
Annual Report and Financial Statements for The Year Ended 3dh June 2024

Notes to the Financial Statements (Continued)

43. Financial Risk Management

The entity's activities expose it to a variety of financial risks including credit and liquidily
risks and effects of changes in foreign currency. The hospital's overall risk management

prograrnme focuses on the unpredictability of changes in the business environment and seeks

to minimise the potential adverse effect of such risks on its performance by setting acceptable

levels of risk. The hospital 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
financial position, past experience and other factors. Individual risk limits are set based on
intemal or extemal assessment in accordance with limits set by the directors. The amounts
presented in the statement of financial position are net of allowances for doubtful receivables,

estimated by the hospital's management based on prior experience and their assessment of the

current economic environment. The carrying amount of financial assets recorded in the
financial statements representing the entity's maximum exposure to credit risk without taking
account of the value of any collateral obtained is made up as follows:

At 30 June 2023 (previous year)

Receivables from exchange transactions

Receivables from -non-exchange
transactions

Bank balances

I-o ta I

At 30 June 2024 (current year)

Receivables from exchange transactions

Receivables from -non-exchange
transactlons

Banli balances

Total

II

49



At 30 .Iune 2023

Trade payables

Current portion of borrowings

Provisions

Deferred income

Employee benefi t obligation

Total
At 30 .Iunc 2024

Trade payables

Current portion of borrowings

Provisions

Deferred income

Employee benefit obligation

Total

II r

Athi River Level 4 Hospital (Machakos County Government)
Annual Report and Financial Statementsfor The Year Ended 3dh June 2024

Notes to the Financial Statements (Continued)

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

(ii) Liquidity risk management

Ultimate responsibility for liquidity risk managenrent rcsts with the hospital's board of
management who have built an appropriate liquidity risk management framework for the
management of the entity's short, medium and long-term funding and liquidity management
requirements. The entity manages liquidity risk through continuous monitoring of forecasts
and actual cash flows.
The table below represents cash flows payable by the hospital under non-derivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts
disclosed in the table are the contractual undiscounted cash flows. Balances due within 12

months equal their carrying balances, as the impact of discounting is not significant.

50



Athi River Level 4 Hospital (Machakos County Government)
Annual Report and Financiol Stalemenlsfor The Year Ended 3dh June 2024

Notes to the Financial Statements (Continued)

(iiD 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 ofits intemal
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 retum. Overall responsibility for managing market risk rests

with the Audit and Risk Management Committee.

The hospital'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 markel 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 crurency denominated monetary assets and

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

The entity manages foreign exchange risk from fi-rture comrnercial transactions and
recognised assets and liabilities by projecting expected sales proceeds and matching the same
with expected payments.

At 30 Junc 2024

Financial assets (investments, cash,
debtors)

Liabilities

Trade and other payables

Borrowings

Net forei gn currency asset(l iabil ity)

I
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thi River Level 4 Hospital (Machakos County Government)
nnual Report anrl Finoncial Statementsfor The Yeor Ended 3dh June 2024

Notes to the Financial Statements (Continued)

Foreign currency sensitivity analysis

The following table demonstrates the effecl on the hospital'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 hospital's interest rate risk arises from bank
deposits. This exposes the hospital to cash flow interest rate risk. The interest rate risk
exposure arises mainly from interesl rate movements on the hospital'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.

At 30.Iune 2024

Financial assets (investments, cash,
debtors)

Liabilities

Trade and other payables

Bonowings

Net foreign currency asset/(liability)

2023 (previous year)

Euro 10o/o

USD 10v,

2024 (current year)

Iluro t0%

USD 10%

II
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Alhi River Level 4 Hospilal (Mochakos County Government)
Annual Report and Financial Statentenls for The Year Endetl 3dt' June 2024

Notes to the Financial Statements (Continued)

Sensitivity analysis

The entity analyses its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. This involves determining the impact on profit or loss of defined rate shifts. The
sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign
exchange rates, remain constant. The analysis has been performed on the same basis as the
prior year.

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

statement of financial performance if current floating interest rates increase/decrease by one
percentage point as a decrease/increase ofKShs (2023: KShs). A rate incrcase/decrease of50%

would result in a decrease/increase in surplus of KShs {2024 - KShs).

iv) Capital Risk Management
The objective of the entity's capital risk management is to safeguard the Hospital's

ability to continue as a going concem. The entity capital structure comprises of the

following funds:

Revaluation reserve

Retained earnings

Capital reserye

Total funds

Total bonowings

Less: cash and bank balances

Net debU (excess cash and cash equivalents)

Gearing
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nnual Reporl ond Finonciol Statements for The Year Entled 3dh June 2024

Notes to the Financial Statements (Continued)

44. Related Parfy Balances

Nature of related party relationships

Entities and other parties related to the entity include those parties who have the ability to

exercise control or exercise significant influence over its operating and financial decisions.

Related parties include management personnel, their associates, and close family members.

Machakos County Government is the principal shareholder of the entity, holding 100% of the entity's

equity interest. The National Government of Kenya has provided full guarantees to all long-term

lenders of the entity, both domestic and extemal. The related parties include:

i) The National Govemment;

ii) The County Govemment;

iii) Board of Directors;

iv) Key Management

Transactions with related parties

a) Services offered to related parties

Services

Sales of sen,ices

I'otal

b) Grants from the Government

lrants from County Government

( lrants from the National Government Entitics

I)onations in kind

I 'otal

) Expenses incurred on behalfofrelated party
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Allti River Level 4 Hospital (Macltokos Coun4, Governntent)
Annual Reporl ond Financial Statements for The Year Ended 3dt' June 2024

45. Segmcntlnformation

46. ContingentLiabilities

47. CapitalCommitments

I

Payments of salaries and n'ages for cmployces

Payments for goods and services

Total

d) Key management compensation

Directors' cmoluments

Compensation to the medical Sup

Compensation to key management

T'ota I

Court case against the hospital

Bank guarantees in favour ofsubsidiary

Total

Kshs Kshs

Authorised For

Authorised And Contracted For

Total
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nnual Report and Fittoncial Slalemenls for The Yeor Ended 3dh June 2024

Notes to the Financial Statements (Continued)

8. Events after the Reporting Period

There were no material adjusting and non- adjusting events after the reporting period.

9. Ultimate and Holding Entify

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

Currency
The financial statements arc presented in Kenya Shillings (Kshs) and all values are rounded
offto the nearest shilling.
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Athi River Level 4 Hospital (Machakos County Governntenl)
Annual Report and I'inancial Statementsfor The Year Ended 3dh June 2024

20. Appendices

Appendix l: Progress on Follow Up of Auditor Recommendations

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

Misstatement of
Property, Plant
and Equipment
Balance

The management will
work with the
department responsible
for valuation of the
county assets to ensure
the hospital assets are

valued so as to
reveal/disclose the
accurate and correct
carrying amount/ Net
book value as provided
for by paragraph 49 of
IPSAS 17.

Not resolvedI On going

2

Unconfirmed
Inventories

A stock take of all
pharmaceutical supplies
was carried out by the
department of heath
through the office of the
chief pharmacist. due to
the gaps realized in the
exercise.The
management has taken
the initiative of installing
a new health information
system which is able to
record and reconcile all
the supplies received by
the hospital and
cunently the system is in
use

Resolved
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( l,1Nl rJ...vil\(wr
Accounting Officer

AllttI /^'9't
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