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1. Acronyms & Glossary of Terms

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

eg

CSR
OSHA
PFMA
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 Hospital.
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2. Key Hospital Information and Management
(a) Background information

Kapkoros sub-county Hospital is a level 3A hospital established under gazette notice
number 786 and The Medical Practitioners and Dentists (Medical Institutions)
(Amendment) Rules, 2017 AN. 3 0/‘3017). The hospital is domiciled in Bomet County
under the health Department. The hospital is governed by a Board of Management,
under The County Government of Bomet.

(b) Principal Activities

The principal activity/mission/ mandate of Kapkoros, is to promote and maintain integrated
high-quality preventive, curative and supportive health care that are accessible, effective,
equitable and accountable to all people. The overall vision of the Hospital is to have a
community free from preventable diseases that produce ill health, and sustained wellbeing
through quality health care intervention.

(c) Key Management

The Kapkoros’s management is under the following key organs:
- County Health management team
- Sub-County Health Management Team
- Board of Management
- Medical Superintendent
- Hospital Health Management team.

(d) Fiduciary Management

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

. | Medical Superintendent Dr. Hillary Chelimo

2. Head of finance Mr. Jonah Munai

3. Head of supply chain Mr. Enock Rotich

4. Hospital Administrator Mr. Bryant Mutai

3, Hospital Pharmacist Dr. Michael Warom
(e) Fiduciary Oversight Arrangements

Clinical Research and Standards Committee.
Audit committee
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- Risk Committee

- County Assembly

- Parliamentary committees

- Other oversight committees
-County Assembly
-Parliamentary committees
-Other oversight committees

4] Hospital Headquarters

P.O. 393 Bomet

Kapkoros Sub County Hospital Building
Silibwet — Litein Highway

20400, KENYA

(2 Hospital Contacts

Telephone: (+254) 0794334125
E-mail: kapkorossubcountyhospital@gmail.com

(h) Hospital Bankers
Co-operative bank of Kenya -Bomet branch
(i) Independent Auditors

Auditor General

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

GPO 00100

Nairobi, Kenya

() Principal Legal Adviser

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

City Square 00200
Nairobi, Kenya.

(k) County Attorney
County Legal Admin
P.O. Box.19

Bomet Kenya

Vi
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3. The Board of Management

Chairman of the Board

Mr Martin Kirui is a seasoned, visionary and
accomplished Manager with about 15 years of
experience in various work places. He holds a
master in finance from Jomo Kenyatta
University.

He has a vast working experience in various
sectors which include kericho municipal,
Nandi County council and also Kenya
Industrial Estate Limited.

o
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Board Member

Mr Richard Tonui holds an Executive MBA
program and also a degree in Economics. He
has previously worked at communications
authority of Kenya for 23 years and also at
Kenya Posts and Telecommunication
Cooperation.

Board Member

Mrs Florence Chepkoech is an active Board
Member who holds a Diploma in ECDE
Teaching with an experience of 10 years in
the education sector.

vii
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Board Member

Mr Richard Sigei is a hardworking board
member who is also the chairman of a
community based organization and former
ward administrator and brings a lot of
leadership skills to the board.

5
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Board Member

Miss Agnes Chepkemoi is an active board
member with a high integrity .She holds a
diploma in advanced computer packages
and currently works as a director at silibwet
Alfa bookshop

Board member

Miss Millicent Chepkemoi is an active
board member who holds a certificate in
early Childhood Development and
Education and currently works at Kwenik
Ab ilet primary school.

Board Member

Mrs Emily Bii is an active board member
with experience of 30 years in the teaching
sector. She holds a certificate in primary
school teaching. She currently works at
Ngomwet Primary School.

Viil
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Board Member

Mrs Anastasia Kimeto is an active board
member with over 10 years’ experience in
the teaching sector a bachelor’s degree in
education in early Childhood education .She
currently at shepherds Academy

Thrre s
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Board Member.

Mr Alfred Ronoh is a very hardworking and
active board member he has an experience
of over 20 years. The currently works at
Bandwith providers east Africa limet as a
project manager and previously worked at
Telkom Kenya limited.

Board Member

Mr Richard Chepkwony is an active board
member with an experience of over 19 years
as a community development facilitator and
is also a board member of two secondary
schools and currently he is the chairman of
Bomet central community based
organization.

Medical Superintendent

Dr. Chelimo H. Korir joined Kapkoros Sub
County Hospital in October, 2022. He is an
experienced medical officer with a wealth of
experience in  both  clinical and
administrative work. He previously served
as the acting medical superintendent,
Cheptalal Sub County Hospital. As a
medical officer within the county, Dr.
Chelimo demonstrated ability to transform
institutions to deliver efficient and effective
results. He has passion for quality healthcare
provision and getting things done. He holds
a Bachelor of Medicine & Bachelor of
Surgery (MBChB) degree from Kenyatta
University.

X
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Hospital Administrator

Mr Bryant Mutai Joined Kapkoros Sub
County Hospital in February 2023 as The
Hospital Administrator. He is a Professional
in the health sector who holds a degree in
health service management from Kenyatta
University. And has over the years worked in
various health institutions such as Kapkatet
Hospital and also worked in the insurance
sector for over 5 years. He is a visionary
leader and brings growth to the institution.
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4. Key Management Team

1. Dr. Chelimo H. Korir Medical Superintendent
2. Mr. Bryant Mutai Hospital Administrator

3. Mrs. Roseline Tamason Nursing Officer In Charge
4. Mr. Jonah Munai Accountant

5. Chairman’s Statement

Kapkoros Sub- County hospital was founded in 1961 as a dispensary, then, managed by the
Local Authorities. Minor upgrades have since been done to upgrade it to a health centre in

2003, and subsequently as a sub county hospital commencing in March 2024.

This, has, over time, led to an increase in the scope of services offered, to cater to the increased
needs of the growing population adjacent to it, and beyond the boundaries.

Despite challenges, the facility offers quality, effective and efficient healthcare services,
powered by its dedicated, professional and hardworking staft.

The hospital is funded and run by the County Government of Bomet. Additionally, the facility

receives extra resources from its partners.

Generally, it was a successful year with a few manageable challenges. Looking forward to
improved healthcare services and infrastructural developments at Kapkoros sub county

hospital.

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

Chairman to the Board

Xi
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6. Report of The Medical Superintendent
The general outlook of the facility has been good, with strong positive indicators of

healthcare provision for the fiscal year 2023/2024, albeit some manageable challenges.

Human resource: The staffing of the facility mainly comprises of those employed by the
County Government of Bomet and staff under the AIE of the Facility. We also receive staff

support from our partners such as Walter reed (PEPFAR) under the CCC department.

Economic resources: The facility receives a monthly AIE of Kshs. 350,000 from the
department of Health Services at the county, an amount which is way below what is
recommended for a level 4 health facility. For example, the casual wages, utilities i.e. water
and electricity consumes nearly half of the amount allocated to the hospital, excluding other
essential commodities and services to share the remaining amount. On revenue, the facility
initiated structures to collect revenue, which has been met with a slow start, from April 2024.

This includes the following areas: Outpatient, laboratory, radiology and dental departments.

Power supply has been stable with an emergency generator as a back-up. Water supply has
been aided with an all-year-round rainy season. However, the facility would benefit greatly

from the service of an uninterrupted water supply by a permanent borehole.

Service delivery: Despite the low resources, the facility has been able to meet its obligations
and objectives to the community, and healthcare service delivery has improved over the period,
with slow increase in human resource numbers and hospital capabilities in terms of laboratory

investigations, maternal &child health services and health products and technologies units.

X1l
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7. Statement of Performance against Predetermined Objectives

Section 164 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the accounting
officer to include in the financial statement, a statement of the County Government Kapkoros Sub
County Hospital’s performance against predetermined objectives.

Kapkoros Sub-County Hospital has 2 strategic pillars/ themes/issues and objectives within the
current

Strategic Plan for the FY 2022- FY 2023. These strategic pillars/ themes/ issues are as follows;
Pillar /theme/issue |: Preventive services
Pillar/theme/issue 2: Curative Services

Kapkoros Sub- County hospital develops its annual work plans based on the above 2
pillars/Themes/Issues.

Assessment of the Board’s performance against its annual work plan is done on a quarterly basis.
The hospital achieved its performance targets set for the FY 2022/2023 period for its 2 strategic
piliars, as indicated in the diagram below:

Pillar/ theme/ issue 1: | Preventive Workload Community Reduced
services arfisashSEaas cgmmun!cable
diseases in the
locality
Pillar/ theme/ issue 1: | Curative Workload Establishment of | Improved service
Services special clinics delivery

8. Corporate Governance Statement

Kapkoros Sub-County Hospital is constituted as per the Constitution of Kenya,
2010 and Kenya health Act 2107. The Hospital is headed by a medical
superintendent, who is responsible for the general policy and strategic direction
of the hospital.

The hospital is yet to be declared as a Kapkoros Sub County Hospital as contemplated in
PFM Act section 5 and section 109 subsections 2b however, the hospital has been operating
under the framework of hospital management board and health facility management
committee policy 2018.

Xiil
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9. Management Discussion and Analysis

Kapkoros sub-county county hospital is the only sub-county hospital serving the larger Bomet
Central Sub-County. It has a catchment population of 18,511. It has a maternity bed capacity
of 10.

The hospital offers outpatients services, maternity services besides one other special clinic
which is runned by a medical officer.

For the last one year the patients attended at the hospital are as per the following tables

Total outpatient attendance

OPD >5 years male 5696
OPD>5 years female 7740
OPD<5years male 976
OPD<S5 years female 909
Over sixty years 841
Totals 16,162

Special clinics

General medical clinic 746
Totals 746

Maternity services

Admissions 438
Totals 438

Financial performance that includes
- Revenue sources,
- Utilization of funds etc.

Xiv
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10. Environmental and Sustainability Reporting
Kapkoros Hospital exists to transform lives. It’s what guides us to deliver our strategy, putting the
client/Citizen first, delivering health services, and improving operational excellence. Below is an
outline of the organisation’s policies and activities that promote sustainability.

i) Sustainability strategy and profile

The top management especially the accounting officer should make reference to sustainable
efforts, broad trends in political and macroeconomic affecting sustainability priorities,
reference to international best practices and key achievements and failure.

iM) Environmental performance

Kapkoros sub-county hospital uses Kaizens policy, i.e. (5s) the five (s) is for: sort, set, shine
standardize and sustain. The policy has been shared with every department, with a clear wall
chart within the hospital. The health care staffs are provided with personal protective
equipment (PPEs) such as clean and sterile gloves, and masks. Health care workers are advised
to minimize waste originating from their departments as much as possible. Each department
(MCH, Maternity, CCC, and OPD) is provided with bin liners (RED, YELLOW & BLACK)
and safety boxers.

RED BIN LINERS are for highly infectious waste such as

placentas YELLOW BIN LINERS are for infectious waste

such as gloves BLACK BIN LINERS are for general waste

such as papers food etc.

SAFETY BOXES are for sharp objects such as syringes and needles

The success has been seen in the minimal and reduced infection transmission amongst the
healthcare workers within the hospital, and the general public.

However, challenges do exist when it comes to waste segregation, disposal and also timely
availability of all the bin liners and safety boxes, as this is a function of the department of
health services through our suppliers.

iti)  Employee welfare

Hiring process for health care workers is mainly done by the CGOB (County government of
Bomet) through the CPSB (County Public Service Board). This is with an exception of the
staff hired under the hospital’s AIE, who go through the hospital’s board of management on a
contractual basis. The hiring is done according to the public serve act on hiring that takes into
account the 2/3 gender rule. Routine on job trainings and CMES are done to further strengthen
the knowledge and skill base.

XV
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11. Report of the Board of Management

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

Principal activities

The principal activities of the Kapkoros Sub-County Hospital are provision of health services to the
patients

Results

The results of the Kapkoros Sub-County Hospital for the year ended June 30, 2024 are set out on pages
1-5

Board of Management

The members of the Board who served during the year are shown on page ix. During the year no
director retired/ resigned and therefore no one was appointed.

Auditors

The Auditor General is responsible for the statutory audit of the Kapkoros Sub County Hospital in
accordance with Article 229 of the Constitution of Kenya and the Public Audit Act 2015 or XYZ
Certified Public Accountants were nominated by the Auditor General to carry out the audit of the
Kapkoros Sub County Hospital for the year/period ended June 30, 2024 in accordance to section 23 of
the Public Audit Act, 2015 which empowers the Auditor General to appoint an auditor to audit on his
behalf.

By Order of the Board

Board Secretary

=

XVI
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12. Statement of Board of Management’s Responsibilities

Section 164 of the Public Finance Management Act, 2012 (Kapkoros Level 3 A Hospital is established
under gazette notice number 786 and The Medical Practitioners and Dentists (Medical Institutions)
(Amendment) Rules, 2017 A.N. 3 ¢f2017)) requires the Board of Management to prepare financial
statements in respect of Kapkoros level 3 Hospital, which give a true and fair view of the state of
affairs of the Hospital at the end of the financial year/period and the operating results of the Hospital
for that year/period. The Board of Management is also required to ensure that the Hospital keeps
proper accounting records which disclose with reasonable accuracy the financial position of the
Hospital. The council members are also responsible for safeguarding the assets of the Hospital.

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

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

Nothing has come to the attention of the Board of management to indicate that the Hospital will not
remain a going concern for at least the next twelve months from the date of this statement.

\
}

Approval of the financial statements _ ( /

The Hospital’s financial statements were approved by the Board on l\i v e LY and signed on
its behalf by: I ‘

\ z N 2
k\ \ A )
A P

Name: ‘\,chfﬁu ‘IGNIW Name: - Hﬁtlcwx Cleliis-
Chairperson Accounting Officer ©
Board of Management

['KAPKOROS SUB-COUNTY HOSPITAL |
MEDICAL SUPERINTENDENT |

26 SEP 20%

BOMET COUNTY
| P.0.EOY 32320400, BOMET

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

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KAPKOROS SUB-COUNTY LEVEL 3A
HOSPITAL FOR THE YEAR ENDED 30 JUNE, 2024 - COUNTY GOVERNMENT OF
BOMET

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

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

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

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Kapkoros Sub-County Level 3A
Hospital - County Government of Bomet set out on pages 1 to 35, which comprise of the

Report of the Auditor-General on Kapkoros Sub-County Level 34 Hospital for the year ended 30 June, 2024 — County
Government of Bomet



statement of financial position as at 30 June,2024, and the statement of financial
performance, statement of changes in net assets, statement of cash flows and statement
of comparison of budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kapkoros Sub-County Level 3A Hospital - County
Government of Bomet as at 30 June, 2024 and of its financial performance and its cash
flows for the year then ended, in accordance with International Public Sector Accounting
Standards (Accrual Basis) and comply with the Health Act, 2017, and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion
1. Inaccuracy of Total Revenue

The statement of financial performance reflects total revenue amounting to
Kshs.4,860,000. A review of the Hospital's revenue and the records revealed medical
services income amounting to Kshs.706,990 was received from National Health
Insurance Fund (NHIF). However, the income has not been disclosed in the financial
statements.

Further, review of records revealed that the Hospital received services from forty (40)
medical and non-medical staff employed and paid by the County Government of Bomet.
However, the salaries and wages paid to the employees by the County Government of
Bomet was not disclosed as in- kind contributions from the county government.

In addition, physical verification and review of the Hospital's stores records revealed that
the Hospital received donations of program commodities drugs and other supplies of
unknown value from a foundation. However, the donations have not been disclosed in the
financial statements.

In the circumstances, the accuracy and completeness of total revenue amounting to
Kshs.4,860,000 could not be confirmed.

2. Unsupported Medical and Clinical Costs

The statement of financial performance reflects medical and clinical costs amounting to
Kshs.1,740,780 as further disclosed in Note 7 to the financial statements. However,
supporting documents including user requisitions, local purchase orders, delivery notes,
inspection and acceptance committee reports, counter receipt vouchers and store ledgers
were not provided for audit review.

Report of the Auditor-General on Kapkoros Sub-County Level 34 Hospital for the year ended 30 June, 2024 — County
Government of Bomet
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In the circumstances, the accuracy, completeness and propriety of medical and clinical
costs amounting to Kshs.1,740,780 could not be confirmed.

3. Inaccuracy of Employee Costs

The statement of financial performance reflects employee costs amounting to
Kshs.1,352,000 as further disclosed in Note 8 to the financial statements in respect of
wages to casuals and contractual employees. Review of records revealed that the
Hospital received services from forty (40) medical and non-medical staff employed and
paid by the County Government of Bomet. However, the expenditure in respect of
compensation to those employees paid by the County Government of Bomet was not
disclosed in the financial statements. The payroll for these employees was also not
provided for audit review.

In the circumstances, the accuracy and completeness of employee costs amounting to
Kshs.1,352,000 could not be confirmed.

4. Unsupported Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalents totalling
Kshs.2,404. The amount includes bank balance amounting to Kshs.1,349 as disclosed in
Note 13 to the financial statements. However, the cash book, bank reconciliation
statements, bank statements, certificate of bank balance and board of survey report in
support of the bank balance were not provided for audit review.

Further, review records revealed that the Hospital operated and maintained other two
bank accounts for revenue collection and development in a local commercial bank which
were not disclosed in the financial statements.

In the circumstances, the accuracy and completeness of the cash and cash equivalents
totalling Kshs.1,349 could not be confirmed.

5. Inaccuracy of Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment totalling
Kshs.47,000. However, the amount has not been analyzed in a Note to the financial
statements.

Further, review of records and physical verification revealed that various assets including
land measuring approximately sixteen (16) acres, buildings, civil works, furniture,
computers and medical equipment of unknown values were being used by the Hospital.
However, the assets have not been valued and disclosed in the financial statements.
Management explained that the records of assets were maintained at the County
Government Headquarters but no evidence was provided for audit verification. The fixed
asset register was also not provided for audit review.

In the circumstances, the accuracy, completeness and ownership property, plant and
equipment balance of Kshs.47,000 could not be confirmed.

Report of the Auditor-General on Kapkoros Sub-County Level 34 Hospital for the year ended 30 June, 2024 — County
Government of Bomet
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6. Unsupported Trade and Other Payables

The statement of financial position reflects trade and other payables totalling
Kshs.1,019,350. The amount includes trade payables and employee dues totalling
Kshs.503,350 and Kshs.516,000, respectively, as disclosed in Note 16 to the financial
statements. However, creditors ledger and ageing analysis in support of trade and other
payables was not provided for audit review.

In the circumstances, the accuracy, completeness and existence of trade and other
payables totalling Kshs.1,019,350 could not be confirmed.

7. Inaccuracy of Accumulated Deficit

The statement of financial position reflects accumulated deficit amounting to
Kshs.600,055. However, the amount differs with the accumulated deficit amounting to
Kshs.622,025 reflected in the statement of changes in net assets resulting to an
unexplained variance of Kshs.21,970.

Further, the statement of changes in net assets reflects accumulated deficit opening
balance amounting to Kshs.21,970. However, the amount differs with the prior year
audited deficit amounting to Kshs.197,970 reflected in the statement of changes in net
assets resulting in unexplained variance of Kshs.176,000.

In the circumstances, the accuracy and completeness of accumulated deficit amounting
to Kshs.600,055 could not be confirmed.

8. Inaccuracy of Capital Fund

The statement of financial position reflects capital fund amounting to Kshs.2,192,870.
However, the amount differs with the Nil capital fund reflected in the statement of changes
in net assets resulting in unexplained variance of Kshs.2,192,870.

In the circumstances, the accuracy and completeness of capital fund amounting to
Kshs.2,192,870 could not be confirmed.

9. Inaccuracy of Net Assets

The statement of financial position reflects net assets totalling Kshs.2,612,165. However,
the amount differs with the recomputed total assets amounting to Kshs.1,592,815
resulting in unexplained variance of Kshs.1,019,350.

In the circumstances, the accuracy and completeness of net assets totalling
Kshs.2,612,165 could not be confirmed.

10. Inaccuracies in the Statement of Cash flows

The statement of cash flows reflects total payments amounting to Kshs.4,858,035.
However, the amount differs with the total expenses amounting to Kshs.5,460,055

Report of the Auditor-General on Kapkoros Sub-County Level 34 Hospital for the year ended 30 June, 2024 — County
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reflected in the statement of financial performance resulting to unexplained variance of
Kshs.602,020.

Further, the statement of cash flows reflects Nil increase in cash and cash equivalents
which differs with the recomputed increase of Kshs.1,965 resulting to an unreconciled
variance of Kshs.1,965.

In addition, the statement does not reflect the respective Notes to the financial statements
for its components.

In the circumstances, the accuracy and completeness of the statement of cash flows
could not be confirmed.

11. Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects total expenditure on
comparable basis amounting to Kshs.4,858,035. However, the amount includes
expenditure amounting to Kshs.3,598,035 which are at variance with respective
expenditure amounting to Kshs.4,200,055 reflected in the statement of financial
performance resulting in unexplained variance of Kshs.602,020 as shown below:

Amountin

Amountin Statement of

Statement of Comparison of

Financial Budget and
Performance | Actual Amounts Variance
Description (Kshs) (Kshs) (Kshs)
Medical/ Clinical Costs 1,740,780 1,537,440 203,340
Employee Costs 1,352,000 1,038,000 314,000
Board of Management Expenses 24,000 12,000 12,000
Repairs and Maintenance 188,010 213,680 (25,670)
General Expenses 895,265 796,915 98,350
Total 4,200,055 3,598,035 602,020

In the circumstances, the accuracy and completeness of the statement of comparison of
budget and actual amounts could not be confirmed.

12. Variance in the Financial Statements and Supporting Schedules

Comparison between the financial statements and the general ledger revealed variances
as shown below:
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Financial | Supporting

Statements Schedule
Amount Amount | Variance
Item Description Note (Kshs) (Kshs) (Kshs)
Medical/Clinical Costs ¥ 1,740,780 1,537,440 203,340
Compensation of Employees 8 1,352,000 1,038,000 314,000
Board of Management Expenses 9 24,000 12,000 12,000
Repairs and Maintenance 10 188,010 213,680 (25,670)
General Expenses 11 895,265 796,915 98,350

Receivables from Non-Exchange

Transactions 2,000000 2,099,000 99,000

In the circumstances, the accuracy and completeness of the financial statements could

not be confirmed.

13. Inaccuracies in the Comparative Balances

The financial statements reflect comparative balances that differ with the prior year
audited financial statements figures as shown below:

Audited
Financial Financial
Statements | Statements
Component 2023/2024 | 2022/2023 Variance
Description Statement (Kshs.) (Kshs.) (Kshs.)
Employee Costs Financial Performance 920,000 1,096,000 176,000
Total Expenses Financial Performance 5,174,460 5,350,460 176,000
Net surplus Financial Performance 237,540 61,540 176,000
Property, Plant and | Financial Position -
Equipment 47,000 47,000
Accumulated Surplus | Financial Position 237,540 61,540 176,000
Capital Fund Financial Position 1,437,000 2,084,330 647,330
Employee Costs Cash flows 920,000 1,096,000 176,000
Total Payments Cash flows 5,174,460 5,350,460 176,000
Net Cash Flows from | Cash flows
Operating Activities 237,540 61,540 176,000
Net Increase in Cash | Cash flows - 61,540 61,540
and Cash Equivalents
Employee Costs Note 8 920,000 1,096,000 176,000
Transfer to
Dispensaries BIDIE & 15,200,000 |  1512,000 | 13,688,000

In the circumstances, the accuracy and completeness of comparative figures could not

be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAIs). | am independent of the Kapkoros Sub-County Level 3A Hospital
Management in accordance with ISSAI 130 on the Code of Ethics. | have fulfilled other
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ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

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

Other Matter
Unresolved Prior Year Matters

In the audit reports of the previous year, twelve (12) issues were raised under the Report
on Financial Statements, Emphasis of Matter, Other Matter, and Report on Lawfulness
and Effectiveness in use of Public Resources. Management indicated that the issues
have been resolved. However, no documentary evidence in support of the same was
provided for audit review.

Other Information

The Management is responsible for the other information set out on page v to xvii which
comprise of Key Hospital Information and Management, the Board of Management, Key
Management Team, Chairman’s Statement, Report of the Medical Superintendent,
Statement of Performance Against Predetermined Objectives, Corporate Governance
Statement, Management Discussion 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.

In connection with my audit on the Hospital's financial statements, my responsibility is to
read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. If based on the work | have performed, |
conclude that there is a material misstatement of this Other Information, | am required to
report that fact. | have nothing to report in this regard.

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Lack of an Approved Annual Budget

The Hospital operated without an approved budget in the year under review. This was
contrary to Section 18(a) of the Facilities Improvement Financing Act, 2023 which
mandates the Health Facility Management Committee to consider and submit for approval
to the chief officer the annual facility work plan and budget.

Management explained that the budgetary requirements of the Hospital were
incorporated in the County Government’s budget and therefore the Hospital operated on
monthly Authority to Incur Expenditures (AlEs) that were issued by the Health Department
of the County. However, Management did not provide the annual approved budget as
included in the County Government’s annual budget for the financial year 2023/2024.

In the circumstances, Management was in breach of the law.
2. Irregular Engagement and Payment of Casual Employees

The statement of financial performance reflects employee costs amounting to
Kshs.1,352,000 as disclosed in Note 8 to the financial statements in respect of wages to
casual workers. Review records revealed that the Hospital engaged casual employees
for a period of twelve months without review of their terms. This was contrary to Section
37(1)(b) of the Employment Act, 2007 which provides that where a casual employee
performs work for more than three months, the contract of service of the casual employee
shall be deemed to be one where wages are paid monthly.

Further, the approved staff establishment showing deficiency of staff to be filled by the
casuals, formal requests done by the departmental heads on the need for engaging
casuals and the Hospital Management Committee’s approval were not provided for audit
review.

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

3. Lack of Hospital Management Committee

During the year under review, the Hospital did not have a Management Committee to
oversee administration, promote the development, approve plans and programs of the
Hospital and monitor the utilization of facility improvement financing. This was contrary to
Section 17 of the Facilities Improvement Financing Act, 2023 which requires the Health
Facility Management Committee to consist of not less than seven and not more than nine
members appointed by the county executive committee responsible for health matters for
a term of three years.
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In the circumstances, Management was in breach of the law.

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

Review of Hospital records and interviews on verification of services offered in the
Hospital at the time of audit revealed that the Hospital did not have basic emergency
inpatient care as well as a holding room for dead bodies contrary to the requirements of
the Kenya Medical Practitioners and Dentists Council (KMPDC) for Level 3A hospitals.

Further, verification of staffing levels and equipment available revealed that the facility did
not meet the requirements of Kenya Quality for Health Policy Guidelines due to staff
deficits and lack of medical equipment.

This was contrary to the First Schedule of Health Act, 2017.
In the circumstances, Management was in breach of the law.

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

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

Basis for Conclusion
1. Lack of Internal Audit Review and Audit Committee

During the year under review, there was no internal audit review of the Hospital's
activities. This was contrary to Regulation 153(1) of the Public Finance Management
(County Governments) Regulations, 2015 which requires internal auditors to review and
evaluate budgetary performance, financial management, transparency and accountability
mechanisms and processes in county government entities and review the effectiveness
of the financial and non-financial performance management systems of the entities.

Further, the Hospital did not have an audit committee as required by Regulation 155 (5)
of the Public Finance Management (County Governments) Regulations, 2015.
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In the circumstances, the oversight on effectiveness of internal controls, risk management
and overall governance could not be confirmed.

2. Weak Internal Controls Related to Revenue Collection by the Hospital

Review of Hospital operations revealed that the Hospital offers various services to the
public for which patients are expected to pay for. However, Management explained that
revenue from these services is collected by the County Government on behalf of the
Hospital. Review of the revenue processes revealed that patients pay electronically
through the Hospital designated Paybill and are issued with receipts for the services.
However, no records were available for audit to confirm how the billing was done to the
patients and receipts from subsequent payments from the patients.

In the circumstances, the weak control measures in revenue collection by the Hospital
may cause the Hospital to lose its revenue since it is difficult to track the billings to patients
and the total revenue collected by the Hospital for services rendered in a year.

3. Weak Internal Controls in Stores and Inventory Management

Review of the stores records revealed that the Hospital lacked an inventory management
policy that defines the issuance system adopted for pharmaceutical and non-
pharmaceutical supplies including replenishment of stock, receipt and dispatch of drugs,
inspection of available stock and how stock expiry was tracked and disposal undertaken.

Further, the stores had an inventory management system that was not linked to pharmacy
records and therefore could not track drugs after they had been issued to the pharmacy.
This was contrary to Section 3.7.3 of the Guidelines for Good Distribution Practices for
Health Products and Technologies in Kenya which requires that a written procedure must
be in place to ensure effective stock rotation.

In addition, the Hospital did not have adequate storage space to maintain the required
quantity and quality of drugs which could have contributed to the shortage of essential
pharmaceuticals and non-pharmaceuticals affecting service delivery to the public.

In the circumstances, effectiveness of internal controls implemented in the stores
department to safeguard against possible losses could not be confirmed.

4. Lack of Standard Operating Procedures and Policies

The Management did not provide approved standard operating procedures which play an
important role in guiding operations and acting as a reference guide. Further,
Management had not developed key policies and manuals or guidelines such as Human
Resource Policy and Procedures Manual, Finance and Accounting Manual, Assets
Management Policy, Transport Management Policy, Communication Policy and Disaster
Recovery and Business Continuity Policy to assist in guiding the administrative functions.
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In the circumstance, it was not possible to confirm whether the internal controls built within
the financial and operational systems were functioning as intended during the year under
review.

5. Lack of Risk Management Strategies

The Hospital's Management had not put in place risk management policy to guide the
Management on risk assessment and formulation of risk mitigation strategies. It was,
therefore, not clear how Management manages risk exposures. This was contrary to
Regulation 158(1)(a) and (b) of the Public Finance Management (County Governments)
Regulations, 2015 which requires the Accounting Officer to ensure that the County
Government entity develops risk management strategies which include fraud prevention
mechanism and internal control that builds robust business operations.

In the absence of an approved risk management framework, the Management'’s ability to
identify, measures and mitigate operations and other risks faced by the Hospital may have
been constrained.

6. Use of Manual Accounting Records

The Management has put in place, the Healthcare Management Information System
(HMIS). However, the system is not fully utilized since the financial records in the
cashbook and ledgers were recorded an