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Lafey Sub-County Level IV Hospital (Mandera County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2022.

i. Key Entity Information and Management

(a) Background information
Lafey Sub-County Hospital is a level 4 hospital domiciled in Mandera County under the Medical
services department. The hospital is governed by the Hospital Management Team.
(b) Principal Activities
The principal activity of Lafey sub-county hospital is to provide quality medical services.
Vision:
Dedicated to advancing the health and transforming the lives of the people through excellent
clinical quality, accessible, patient-centred and effective team work.
Mission:
Ensure accessibility with patient-centred healthcare with excellence in quality by effective team work
and community participation for achieving the goal of Universal Health Coverage.
Core Values
e Customer focus
e Professionalism and integrity
¢ Discipline and respect for people
e Accountability
e Security and safety

e Teamwork and Team Spirit

(c) Key Management

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

v" Providing visionary and transformational leadership

Overseeing the implementation of the Boards resolutions
Support to Board of Management for effective oversight
Evaluate the hospital long term healthcare service effectiveness

Review and recommend appropriate actions for strategic operational plans and policies

AN NN R

Review performance improvement activities and patient’s safety efforts
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Identify, evaluate and implement the scope of services, practice and governance of the hospital
Prudent management of resources

Formulating long-term strategies and business plans

Monitoring and evaluating performance

Ensuring effective communication within the Hospital

1 Board of Management

e key responsibilities for the Board are;

sure that strategy is aligned with the purpose of the Hospital and legitimate interests and
pectations of stakeholders.

sure that the strategy of the Hospital is aligned to the long-term goals on sustainability so as not

compromise the ability of the future generations to meet their own needs.
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rove the Hospital structure.

rove the annual budget of the Hospital.

nitor the Hospital performance and ensure sustainability.

ance the corporate image of the Hospital.

ure availability of adequate resources for the achievement of the Hospital objectives.
ure effective communication with stakeholders.

tect the assets of the Hospital.

Accounting Officer/ Medical Superintendent

These are the responsibilities of the accounting officer of the hospital;

The custodian of the hospital’s book of accounts

age all accounting transactions

are budget forecast

PuBlish financial statements on time
Hamadle monthly, quarterly and annual closings

Redoncile accounts payable and receivable

re timely bank payments

pute taxes and prepare tax returns

Mahage balance sheets and profit/loss statements
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iv)

(d)
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Management
Serve as a liaison between the staff, management and patients
Design and implement short, medium and long-term goals for the medical facility
Frame budgets and operational strategy for each department.
Oversee the finances of the hospital, including setting the rates for various health services,
budgeting and revenue monitoring.
Streamline the operational procedures of the facility to provide patients with the best care.

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

Fiduciary Management

The key management personnel who held office during the financial year ended 30" June 2022 and

who had direct fiduciary responsibility were:

—
JD--.- at1

i Head of finance Abdihakim Sirat Ahmed
3. | Head of supply chain Abdirizack Muhumed Salat
4. | Hospital Administrator Hussein Huka Kampu

(e) Fiduciary Oversight Arrangements

The oversight arrangements include;

1. Clinical Research and Standards Committee.

i)
ii)

iii)

Id

entifying health care service problems in the hospital and ensuring that they are resolved;

Review any changes on policy issues on standards, quality assurance and research;

Liaise with the Medical Advisory Committee on matters of quality health care delivery

2. Audit committee

i)

i)
iii)

iv)

Reviewing quarterly, half-yearly and annual financial statements before submission to the
Board;

Reviewing the performance, objectivity, and independence of external auditors;
Consideration of audit findings by the external auditors;

Monitoring and reviewing the effectiveness of the Hospital’s internal audit function;

vi
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3. Risk Committee

i)

ii)

i)

Reviewing the Hospital’s internal control and ensuring quality, integrity, effectiveness and

reliability of the Hospital’s risk management framework.

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

management advisors

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

risks, including clinical risks.

4. Cc*unty Assembly

)

Scrutinize Budget estimates and budget documents and make appropriate
recommendations;

Monitors budget performance of the hospital

Ensure that the relevant hospitals accounts on its expenditure;

Consider reports of the Auditor-General;

5. Parliamentary committees

i)

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

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

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

prioritization and promotion of health an instrument for socio-economic growth.
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® Entity Headquarters

Lafey Sub-County Hospital,
P.O. Box 27-70304,
Lafey Town.

(g Entity Contacts

Telephone: (+254725387811/+254727514704)
E-mail: lafeysubcountyhospital{@email.com
info@mandera.go.ke

(h) Entity Bankers

Equity Bank Limited,
P.O Box 536-70300,
Mandera, Kenya.

Kenya Commercial Bank,
P.O. Box 275- 70300,
Mandera, Kenya.

(i) Independent Auditors

Auditor - General

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

GPO 00100

Nairobi, Kenya.

a4) Principal Legal Adviser

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

City Square 00200
Nairobi, Kenya

(k) County Attorney

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

el

@ Directors #Details
| |

dl

Adow holds a Bachelor of business management
degree. He brings over 20 years’ experience from
private sector from middle level to high
management level. Adow has strived through
own initiatives in acquiring more knowledge,

experience and skills thus keeping up with ever

;

Adow Ibrahim Mohamed
CCO Medical services

increasing professional dynamics

Born in 1989, Dr Saleh Hassan is the medical
Superintendent for the hospital. Prior to his
elevation as medical superintendent, he worked in
Kilifi County referral hospital and Nairobi West.
He holds a Bachelor of Medicine and bachelor of

2.
surgery (MBChB), ATLS university of Nairobi.
Dr. Saleh Hassan Derow.
Medical Doctor, Medical
superintendent.
Born in 1987, Mr Ahmed Hayow is the nursing
in-charge for the hospital.
3. Previously he worked in Mandera County

Referral Hospital and Mandera North sub-

¥ g

| i county Referral Hospital as a nurse officer.
Mr. Ahmed Abdullahi Hayow.

Nursing officer in-charge.
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Mr. Hussein Huka Kampu.

Hospital Administrator.

Born in 1986, Mr Hussein Huka Kampu is the
hospital Administrator working for the hospital.
He previously served as a hospital administrator
in Mandera County Referral Hospital and
Rhamu sub-county Hospital.

He holds Diploma in Information Technology.

Mr. Abdihakim Sirat Ahmed

Hospital Accountant-in-charge.

Born in 1994, Mr Abdihakim Sirat Ahmed is the
accountant-in-charge of Lafey sub-county
hospital.

He previously works as an accountant [ in
Mandera County Treasury.

He holds Bachelor Degree of Business

Administration.
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III. | Management Team

Refd| Management [IDetails

Medical Superintendent.

Dr. Saleh Hassan Derow.
Bachelor of Medicine and Bachelor of surgery
| (MBChB)

Accountant-in-charge.

Mr. Abdihakim Sirat Ahmed
Bachelor of Business Administration- Accounting

2 option.

Hospital Administrator.

Mr. Hussein Huka Kampu

& Diploma in Information Technology.
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IV.Chairman’s Statement.

It is my pleasure to present Lafey Sub County Hospital’s 2021/22 annual report and financial
statements. Management and operations of the hospital is guided by the existing legal, policy, and
institutional frameworks that govern health sector to ensure efficient and effective delivery of services
in the Hospital.

Lafey Sub County Hospital is putting great emphasis in improvement of communication with our
patients, their families and other stakeholders in an effective and timely manner. To this end, we have
continued to train our employees on customer care and effective communication while upholding the
highest standards of care. In an effort to provide timely and accurate information, we have established
mechanisms for receiving and resolving customer feedback.

The hospital has continued to experience challenges and changing business environment which calls
for continuous improvement of the quality of services to the patients.

On behalf of the Board, I would like to thank all our stakeholders especially the County Ministry of
Health and the County Treasury for the support they continue to accord the hospital without which our
achievements would not have been realized. As we move into a new year, [ would like to express my
gratitude to Lafey Sub County Hospital’s staffs, team leaders and the Board, who take such pride in
their work, and who exemplify our hospital’s mission and values each day. Finally, I strongly believe
that our strategy and the staffs in place will consistently drive our growth in the future as has been the

case over the years.

MR HUSSEIN HUKA KAMPU

-2l * s & - ) ) .
- 0 g Pe : : . ¥ ..
--‘.r.’..:’.- ..... e e e e e e e e e e e eeaease
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HOSPITAL ADMINISTRATOR.
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V.
Iam

2021/

hospi
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To ens
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Report of The Medical Superintendent
eased to present Lafey Sub County Hospital’s annual report and financial statements for the year

2. The report highlights the hospitals operational and financial performance.

During the financial year 2021-2022, Lafey Sub County Hospital underwent some development. The

| constructed a male ward, renovated an office block, renovated a female ward.

Despife those changes mentioned above, the hospital faces several challenges. These include a shortage
of resdurces from the county government to support the hospital's day-to-day operations. Additionally,

there ib a severe shortage of staffs, including nurses, RCOs, and pharmacists. Furthermore, there is a

a boundary perimeter wall and insufficient staff quarters. The hospital also experiences

inadeghate laboratory space and lacks essential diagnostic machines, such as X-ray and ultrasound

equipment.

re the smooth operation of the hospital, the county government should allocate additional funds,

deployl more staff, and construct additional staff quarters and a perimeter wall. The thousands of
patient§ we serve are a living testament to the care, love, and support provided daily by our dedicated

staff. Wc are deeply grateful to the Ministry of Health and the County Treasury for their kindness,

sion, support, dedication, and contributions to Lafey Level 4 Hospital.

xiil




Lafey Sub-County Level IV Hospital (Mandera County Government)
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VI.  Statement of Performance Against Predetermined Objectives
Lafey Sub-County Hospital has two strategic pillars/ themes/issues and objectives within the current
Strategic Plan for the FY 2021/2022- FY 2026/2027. These strategic pillars/ themes/ issues are as
follows:

e Pillar /theme/issue 1: Operational excellence

e Pillar/theme/issue 2: Skilled and energetic management team
Lafey Sub-County Hospital develops its annual work plans based on the above two
pillars/Themes/Issues. Assessment of the Board’s performance against its annual work plan is done on
a quarterly basis. The hospital achieved its performance targets set for the FY 2021/2022 period for its

two strategic pillars, as indicated in the diagram below:

TR

B T S P S P TS

| Pillar/Theme/Issues | | Performance ™ | ﬂ |

E -
E!'i cators

E
|

Ak

lr tm issue cngicrin, nan srvice ctoe l effective d ]

6 Operational | policies delivery receive safe, timely service

excellence timely, delivery and
equitable, efficient
efficient, utilization of
effective and resources

patient-centred

services.
Pillar/ theme/ issue | Institutionalize | alignment of | oversight in | vibrant
2:  Skilled  and | leadership and | governance, financial governance
energetic governance leadership, and | reporting, system
management team performance all employees to | Safeguarding
the overall | Hospital assets

strategic

objectives of the

organization.
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VII. | Corporate Governance Statement

Commitment to good corporate governance is fundamental in ensuring sustainable stakeholder value and
meeting their expectations. Our structures, procedures and processes are anchored on accountability,
transparericy, responsibility and fairness which are the tenets of good corporate governance. Through the
Board of |Management, Lafey Sub-County Hospital remains steadfast in complying with statutory

requiremehts and the Code of Governance principles.

Role of the Chairman

The Chairfnan is responsible for the strategic leadership of the board and is pivotal in creating conditions
for the overall effectiveness of the board, promotes an open environment for debate and ensures all
members dre able to speak freely and contribute effectively. He ensures that the Board plays a full and

constructiye part in the development and determination of the Hospital’s strategies and policies.

The roles dnd responsibilities of the Board include:
i.  Plahning and monitoring, clinical services and preventive services.

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

stakeholders.

iii.  Safeguarding Hospital assets by instituting appropriate internal control systems.

iv.  Enduring the Hospital complies with all relevant laws and regulations.

AccountaBlility and audit

The Board prepares annual financial statements which reflect a true and fair view of the hospital’s financial

;Policies supported by reasonable and prudent judgments and estimates are consistently applied. The Board
also ensurelthat financial statements for each financial year are audited. During the year, the Board ensured
that the hogpital maintained proper, reasonable and accurate accounting records showing and explaining
the transacfions and financial position of the hospital in compliance with the Public Finance Management
Act, 2012

The Hospi

d the prescribed accounting standards.
| Financial Statements are audited by the Office of the Auditor-General. The Auditor-General

ndent office whose role and responsibilities are defined under the Constitution of Kenya.

position as| at the end of each fiscal year. The Board of Management ensures that suitable accounting
is an indep

XV
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VIII. Management Discussion and Analysis

Lafey Sub County Hospital provide healthcare services to the constituents of Lafey Sub-County and
patients from neighbouring sub-counties. These services include, outpatient clinics, inpatient care,
accident and emergency. The hospital also provides clinical support services that include laboratory
and pharmacy.

The hospital strives to ensure that the clinical services provided are safe, timely, appropriate,
innovative, effective and evidence-based. Clinical governance continues to be strengthened to improve
patient safety and ensure quality healthcare. The hospital patient attendance continues to increase
despite the many challenges i.e. lack of enough doctors, nurses, pharmacists, RCOs and budgetary

constraints.

Clinical/operational performance

The hospital provides healthcare services. To meet our patients’ needs, we have one medical doctor,
four RCOs and 10 nursing officers who ensure our customers receive safe, timely, equitable, efficient,
effective and patient-centred services.

The hospital has a capacity bed of forty (30) beds. In 2021/22 the overall patients’ attendance of the
hospital were 30,506 patients of whom 1,806 were inpatients and 28,700 outpatients. This was an
increase of 3% outpatients and 8% inpatients attendance in comparison to the previous financial year.
The accident and emergency attendance of the hospital was one hundred and sixty (140) while
specialised clinic attendance is none. The average length for the stay for inpatient was 5 days while the
bed occupancy rate of the hospital stands at 59% and mortality rate stands at 0.8%. There was no
surgical theatre utilisation and there was no sponsorships and partnerships so far reported in the

financial year.

Financial performance that includes

Revenue sources

The revenue sources of the hospital for the financial year 2021/2022 comprised of Mandera County
Treasury transforms in form of AIEs amounting to Kshs. 3,700,000 and NHIF (LINDA MAMA) of
Kshs. 729,460.

XVi
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Fi igufe‘ 1. Transfer from other government entities

= Mandera county
treasury

. = Linda mama

Utilisati(H of funds; -

Medical/clinical cost amounting to 1,505,000
Employee costs amounting to 716,600

Board of management expenses amounting to 180,000
Repair and maintenance amounting to 446,000

General expenses amounting to 1,588,750

8 Medical/clinical cost

n Employee costs

2 Board of management

= Repair and maintenance

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

d) Sanitary and washing facilities

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

on diseases and available interventions.
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Report of The Board of Management

The Board members submit their report of Financial Statements for the year ended June 30, 2022,

show the state of the hospital’s affairs.

Principal activities

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

S,

ults of the hospital for the year ended 30™ June, 2022 are set out on page 1 to 9.

Of Management

The m#mbers of the Board who served during the year are shown on page X.

Auditars

Jditor General is responsible for the statutory audit of the hospital in accordance with Article

229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

Dx Sialeh Hassan Derow

Xix
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XI.  Statement of Board of Management’s Responsibilities

Section 164 of the Public Finance Management Act, 2012 requires the Board of Management to prepare
financial statements in respect of hospital, which give a true and fair view of the state of affairs of the
hospital at the end of the financial year/period and the operating results of the hospital for that
year/period.

The Board of Management is 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, 2022. This responsibility includes: (i) maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period, (ii) maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the entity, (iii) designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or fraud,
(iv) safeguarding the assets of the hospital; (v) selecting and applying appropriate accounting policies,
and (vi) making accounting estimates that are reasonable in the circumstances.

The Board members are of the opinion that the entity’s financial statements give a true and fair view of
the state of entity’s transactions during the financial year ended June 30, 2022, and of the entity’s financial
position as at that date.

Approval of the financial statements

The Hospital’s financial statements were approved by the Board on 22" September, 2022 and signed on

its behalf by:

f
.k

t .

Name: Hussein Huka Kampu 7
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HOSPITAL FOR THE YEAR ENDED 30 JUNE, 2022 - COUNTY GOVERNMENT OF

RERORT OF THE AUDITOR-GENERAL ON LAFEY SUB-COUNTY LEVEL 4
MANDERA

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

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

n the financial statements.
B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers

mpliance with applicable laws, regulations, policies, gazette notices, circulars,
idelines and manuals and whether public resources are applied in a prudent,
cient, economic, transparent and accountable manner to ensure that the
overnment achieves value for money and that such funds are applied for the
intended purpose.

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

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

The |three parts of the report are aimed at addressing the statutory roles and
respénsibilities of the Auditor-General as provided by Article 229 of the Constitution, the

audited the accompanying financial statements of Lafey Sub-County Level 4
tal - County Government of Mandera set out on pages 1 to 27, which comprise of

Reporflof the Auditor-General on Lafey Sub-County Level 4-Hospital for the year ended 30 June, 2022-County
Govergment of Mandera

HEADQUARTERS
Anniversary Towers
Monrovia Street

OFFICE OF THE AUDITOR-GENERAL P.0. Box 30084-00100
NAIROBI



the statement of financial position as at 30 June, 2022 and the statement of financial
performance, statement of changes in net assets, statement of cash flows and statement
of comparison of budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Lafey Sub-County Level 4 Hospital - County
Government of Mandera as at 30 June, 2022 and of its financial performance and its
cash flows for the year then ended, in accordance with International Public Sector
Accounting Standards (Accrual Basis) and comply with the Public Finance Management
Act, 2012, the County Governments Act, 2012, the Health Act, 2017 and the Mandera
County Health Services Act, 2019.

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

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

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

2. Unconfirmed Inventory Balance

The statements of financial position did not reflect a balance of inventories as at 30
June, 2022. However, physical inspection carried out in the month of April, 2024 revealed
that the Hospital held inventories related to pharmaceutical and non-pharmaceutical items
of undetermined values. In addition, the annual stock take was not conducted to confirm
the closing balances of inventories as at 30 June, 2022.

In the circumstances, the valuation, accuracy and completeness of the inventory balance
could not be confirmed.

3. Non-Disclosure of Employee Costs Paid by the County Government

The statement of financial performance reflects employee costs of Kshs.716,600 in
respect of casual and contractual employees as disclosed in Note 10 to the financial
statements. The Hospital received services from forty-three (43) medical staff and support
staff employed and paid by the County Executive of Mandera. However, the expenditure
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was| not disclosed in the financial statements and the payroll was not provided for audit
verification.

In the circumstances, the accuracy and completeness of employee costs balance of
Ksh$716,600 could not be confirmed.

on-Recognition of Revenue from Rendering of Services

Thelstatement of financial performance reflects Nil amount in respect of revenue from
rendering of services - medical services income. However, review of the Hospital records
provided for audit revealed that the Hospital collected an amount of Kshs.306,950 as own
source revenue from rendering of medical services which was not reported in the
stat@ment of financial performance.

circumstances, the accuracy and completeness of nil amount of revenue from
ring of services could not be confirmed.

it Institutions (ISSAls). | am independent of Lafey Sub-County Level 4 Hospital
Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conglusion

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

Basis for Conclusion
1. Deéficiencies in Implementation of Universal Health Coverage (UHC)

Revi of the Hospital records and interviews on verification of services offered,
equi;;ent used and medical specialists in the Hospital at the time of audit revealed that
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the Hospital did not meet the requirements of Kenya Quality Model for Health Policy
Guidelines due to staff deficits by ninety (90) staff requirements or 89% of the authorized

establishment.

Staff Requirements

Level 4

Hospital
Category Standard In-Post | Variance | Deficit (%)
Medical officers 16 1 15 94
Anesthesiologists 2 0 2 100
General surgeons 2 0 2 100
Gynecologists 2 0 2 100
Pediatrics 2 0 2 100
Radiologists 2 0 2 100
Kenya Registered Community 75 10 65 86
Health Nurses
Total 101 11 90 89

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

Equipment, Machine and Services

Level 4 Actuals

Hospital | in the Variance
Item Standard | Hospital | Variance | (%)
Beds 150 22 118 79%
New Born Unit Incubators 5 2 9 60%
New Born Unit Cots 5 0 5] 100%
Functional ICU Beds 6 0 6 100%
High Dependency Unit (HDU) 6 0 6 100%
Beds
Renal Unit with at least 5 5 0 5] 100%
Dialysis Machines
Two Functional Operational 2 0 2 100%
Theatres-Maternity & General

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

In the circumstances, the Hospital may not be able to deliver on its mandate.
2. Lack of Quarterly Revenue Reports

The Hospital collected Kshs.309,950 from rendering of medical services but the amount
was not reported in the statement of financial performance. In addition, the Hospital did
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rovide evidence to show that quarterly reports were prepared and submitted to the
ty Treasury with a copy to the Auditor-General as per the requirement of Regulations
) of the Public Finance Management (County) Regulations, 2015 which requires the
Accbunting Officer or receiver of revenue or collector of revenue to prepare a quarterly
repart not later than the 15" day after the end of the quarter.

In tHe circumstance, the Management was in breach of the law.
resentation of the Financial Statements

Thellnstitute of Certified Public Accountants of Kenya (ICPAK) membership number for
the head of finance who signed the financial statements was not disclosed in the relevant
sections of the financial statements. This was contrary to the requirement by the Annual
Financial Reporting Template for Level 4 and Level 5 Hospitals issued by the Public
Sector Accounting Standards Board (PSASB).

In the circumstances, the presentation of Hospital's financial statements for the year
end%d 30 June, 2022 did not comply with the PSASB prescribed format.

4. lUate Submission of Financial Statements

The |financial statements for financial year ended 30 June, 2022 were submitted on
18 April, 2024 which was twenty-one and half (21%2) months after the end of the financial
year| This was contrary to Section 149(2) (K) of the Public Finance Management Act,
2012 which provides that an accounting officer shall, in respect of the entity concerned
not later than three (3) months after the end of each financial year, prepare annual
financial statements for that financial year and submit them to the Auditor-General for
audit, with a copy to the County Treasury.

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

The audit was conducted in accordance with the International Standards for Supreme

Institutions (ISSAI) 4000. The standard requires that | comply with ethical
rements and plan and perform the audit to obtain assurance about whether the
ies, financial transactions and information reflected in the financial statements
comply, in all material respects, with the authorities that govern them. | believe that the
audif evidence | have obtained is sufficient and appropriate to provide a basis for my
conclusion.

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

Con¢lusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procédures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance sections of my
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report, | 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.

Basis for Conclusion
1. Lack of Hospital Management Board

The Hospital did not have a Board of Management in place. Although the financial
statements disclosed names of members of the Board of Management, there was no
evidence provided to support their appointment or record of work executed by the
Board. This was contrary to Section 8(1) of the Mandera County Health Services Act,
2019 which provides that every County and Sub-County Hospital shall be governed by a
Hospital Board.

In the circumstances, the Hospital may not achieve its strategic objectives.
2. Lack of Updated Fixed Assets Register

The statement of financial position reflects nil balance in respect to property, plant and
equipment as disclosed in Note 15 to the financial statements. However, the Hospital did
not maintain updated fixed asset register to control its assets. This is contrary to
Regulation 136(1) of the Public Finance Management (County Government) 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.

In the circumstances, the existence of an effective mechanism to safeguard assets could
not be confirmed and Management was in breach of the regulations.

3. Failure to Establish Internal Audit Function and Audit Committee

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

In the circumstances, the effectiveness of internal controls and risk management in the
Hospital could not be confirmed.

4. Weak Controls in Revenue Collection

Review of revenue documents provided for audit revealed that revenue was collected
through an automated revenue collection system. However, the system could not
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generate transactions for specific hospital revenue streams. In addition, cash collected
were deposited to the revenue clerk’s personal M-Pesa number then remitted to the
Hospital revenue collection account through the same instead of making payments
through a pay bill system.

In the circumstances, the effectiveness of internal controls in the revenue collection
systém could not be confirmed.

5. +ck of Approved Staff Establishment and Scheme of Service

During the year under review, Management did not have an approved staff establishment
and scheme of service in place to provide guiding framework for Human Resources
Management. It was therefore not possible to confirm the basis for staff recruitment and
promotions in the Hospital.

In thé circumstances, the existence of effective human resource management controls
could not be confirmed.

6. Lﬂlck of Risk Management Policy and Disaster Recovery Plan

The Hospital did not put in place risk management policies, strategies, disaster recovery
plan &nd risk register to mitigate against risk. This was contrary to Regulation 158(1)(a)
and (b) of the Public Finance Management (County Governments) Regulations, 2015
which provides that the accounting officer shall ensure that (a) the County Government
entityl develops risk management strategies, which include fraud prevention mechanisms
and (b) the County Government entity develops a system of risk management and internal
contrdl that build robust business operations.

In the circumstances, the effectiveness of risk management system at the Hospital could
not bé confirmed.

The 3dudit was conducted in accordance with the ISSAls 2315 and ISAIS 2330. The
standards require that | plan and perform the audit to obtain assurance about whether
effective processes and systems of internal controls, risk management and overall
goverhance were operating effectively, in all material respects. | believe that the audit
evidepce | have obtained is sufficient and appropriate to provide a basis for my
conclésion.

Responsibilities of Management and the Board of Management

Management is responsible for the preparation and fair presentation of these financial
statemients in accordance with International Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
nal controls, risk management and overall governance.
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In preparing the financial statements, Management is responsible for assessing the
Hospital's ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Hospital or to cease operations.

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

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

The Board of Management is responsible for overseeing the Hospital's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
governance and risk management and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General’s Responsibilities for the Audit

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
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nternal controls would not necessarily disclose all matters in the internal control that
t be material weaknesses under the ISSAls. A material weakness is a condition in

Because of its inherent limitations, internal controls may not prevent or detect
mis$tatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions or that the degree of compliance with the
poli¢ies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e Identify and assess the risks of material misstatement of the financial statements,
hether due to fraud or error, design and perform audit procedures responsive to
those risks and obtain audit evidence that is sufficient and appropriate to provide a
asis for my opinion. The risk of not detecting a material misstatement resulting from
ffaud is higher than for one resulting from error, as fraud may involve collusion,

forgery, intentional omissions, misrepresentations or the override of internal controls.

valuate the appropriateness of accounting policies used and the reasonableness of
counting estimates and related disclosures made by Management.

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

aluate the overall presentation, structure and content of the financial statements,
including the disclosures and whether the financial statements represent the
uhderlying transactions and events in a manner that achieves fair presentation.

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

. P&erform such other procedures as | consider necessary in the circumstances.

Report of the Auditor-General on Lafey Sub-County Level 4-Hospital for the year ended 30 June, 2022 - County
Goverrmem of Mandera

9




| communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal controls that are identified during the audit.

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

FCPA Nanc GBS
AUDITOR-GENERAL

Nairobi

10 June, 2024
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afey Sub-County Level 1V Hospital (Mandera County Government)

nnual Report and Financial Statements for The Year Ended 30™ June 2022

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

enue from non-exchange transactions

| Transfers from the County Government

6 3,700,000.00
‘ ['ransfers from other Government entities 7 729,460.00
\ 4,429,460.00
evenue from exchange transactions
| *endcring of services- Medical Service Income 8 0.00
| *evenue from exchange transactions 0.00
otal revenue 4,429,460.00
penses
edical/Clinical costs 9 1,505,000.00
Employee costs 10 716,600.00
\ Bbard of Management Expenses 11 180,000.00
‘ Répairs and maintenance 12 446,000.00
| General expenses 13 1,588,750.00
1 Total expenses 4,436,350.00
Net Surplus/ (Deficit) for the year (6,890.00)
| Laféy Sub County Hospital’s financial statements were approved by the Board on 22™ September,
| 2022 and signed on its behalf by:
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Lafey Sub-County Level IV Hospital (Mandera County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2022

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

Asspts

Culrent assets

Cash and cash equivalents 14 737.00

Total Current Assets 737.00

Non-current assets

Property, plant, and equipment 15 0.00

Totil Non-current Assets 0.00

Total assets 737.00

Liabilities

Curtent liabilities-------

Total Current Liabilities 0.00

Total Liabilities 0.00

Net assets

Accumulated surplus/Deficit 737.00
0.00

Total Net Assets and Liabilities 737.00

The H
on its

ospital’s financial statements were approved by the Board on 22" September, 2022 and signed
behalf by:
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Lafey Sub-County Level IV Hospital (Mandera County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2022

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

|#Revaluation f Accumulated S Capita IS NS m}' 1‘

Bl : | S reserve BT isurplus/Deficith SRR nd S| SR il
As at July 1, 2020 0.00 0.00 0.00
Revaluation gain 0.00 - - 0.00
Surplus/(deficit) for the year - 0.00 - 0.00
Capital/Development grants - - 0.00 0.00
As at June 30, 2021 0.0 7,627,00 00 627.00

/ / / /

) \ ) |
At July 1,2021 0. 7,62°§00 .00 9,627.00
Revaluation gain 0.00 - - 0.00
Surplus/(deficit) for the year - (6,890.00) - (6,890.00)
Capital/Development grants - - 0.00 0.00
At June 30, 2022 0.00 737.00 0.00 737.00

The Hospital’s financial statements were approved by the Board on 22" September, 2022 and signed
on its behalf by:
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Lafey Sub-County Level IV Hospital (Mandera County Government)

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

ﬂOWS from operatmg actlvmes

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

 Sorrnsesh

20620
ﬁi’ﬁ»

L0 5 s tar oot

Recdipts

Trangfers from the County Government 6 3,700,000.00
Trangfers from other Government entities T 729,460.00
Rendering of services- Medical Service Income 8 0.00
Total Receipts 4,429,460.00
Payments

Medial/Clinical costs 9 1,505,000.00
Emplbyee costs 10 716,600.00
BoarI of Management Expenses 11 180,000.00
Repairs and maintenance 12 446,000.00
Genetal expenses 13 1,588,750.00
Total Payments 4,436,350.00
Net c]iéh flows from operating activities (6,890.00)
Net gbsh flows used in investing activities (0.00)
Net iicrease/(decrease) in cash and cash equivalents (6,890.00)
Cash }nd cash equivalents at 1 July 2021 14 7,627.00
Cashjand cash equivalents at 30 June 2022 14 737.00

The ndtes set out on pages 6 to 26 form an integral part of the Annual Financial Statements. The
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Lafey Sub-County Level IV Hospital (Mandera County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2022

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

p v oy P o S St B 1 e [ TR N A T i )
;

B £

1 3 ~

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

Revenue

Transfers from the County Government 3,700,000.00 0.00 3,700,000.00 3,700,000.00 0.00 100%
Transfers from other Government entities 729,460.00 0.00 729,460.00 729,460.00 0.00 100%
Rendering of services- Medical Service Income 0.00 0.00 0.00 0.00 0.00 %
Total income 4,429,460.00 0.00 | 4,429,460.00 4,429,460.00 0.00 100%
Expenses

Medical/Clinical costs 1,505,000.00 0.00 | 1,505,000.00 1,505,000.00 0.00 100%
Employee costs 716,600.00 0.00 716,600.00 716,600.00 0.00 100%
Remuneration of directors 180,000.00 0.00 180,000.00 180,000.00 0.00 100%
Repairs and maintenance 446,000.00 0.00 446,000.00 446,000.00 0.00 100%
General expenses 1,588,750.00 0.00 1,588,750.00 1,588,750.00 0.00 100%
Total expenditure 4,436,350.00 0.00 4,436,350.00 4,436,350.00 0.00 100%
Surplus/(deficit) for the year (6,890.00) (6,890.00) (6,890.00) 0.00 %

The Hospital’s financial statements were approved by the Board on 22™ September, 2022 and signed on its behalf by:
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fub-County Level IV Hospital (Mandera County Government)
Report and Financial Statements for The Year Ended 30™ June 2022

XVIIIL. Notes To the Financial Statements

General Information

Lafey Sub County Hospital is a level 4 health facility established by the County Government of
#Mandera in fulfilment of its constitutional mandate pursuant to the fourth schedule of the
Constitution of Kenya 2010. The facility is wholly owned by the County Government of Mandera

and its principal activity is provision of county health services.

.| Statement Of Compliance and Basis of Preparation

he financial statements have been prepared on a historical cost basis except for the measurement
t re-valued amounts of certain items of property, plant, and equipment, marketable securities and
inancial instruments at fair value, impaired assets at their estimated recoverable amounts and
ﬁctuarially determined liabilities at their present value. The preparation of financial statements in

donformity with International Public Sector Accounting Standards (IPSAS) allows the use of

3.

stimates and assumptions. It also requires management to exercise judgement in the process of
plying the Lafey Sub County Hospital’s accounting policies. The areas involving a higher degree
f judgment or complexity, or where assumptions and estimates are significant to the financial
atements, are disclosed in this report. The financial statements have been prepared and presented
ih Kenya Shillings, which is the functional and reporting currency of Lafey Sub County Hospital.
he financial statements have been prepared in accordance with the PFM Act, and International
Bublic Sector Accounting Standards (IPSAS). The accounting policies adopted have been

cbnsistently applied to all the years presented.

Adoption of New and Revised Standards

IPSASB deferred the application date of standards from 1* January 2022 owing to Covid19. This was

donie to provide entities with time to effectively apply the standards. The deferral was set for 1 January

20




Lafey Sub-County Level IV Hospital (Mandera County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2022

Notes to the Financial Statements (Continued)

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

30 June 2022.

Standard [IEfcCtivedate and impact:

IPSAS 41: | Applicable: 1% January 2023:

Financial The objective of IPSAS 41 is to establish principles for the financial reporting of
Instruments financial assets and liabilities that will present relevant and useful information to

users of financial statements for their assessment of the amounts, timing and
uncertainty of an Entity’s future cash flows.
IPSAS 41 provides users of financial statements with more useful information than
IPSAS 29, by:
+ Applying a single classification and measurement model for financial assets
that considers the characteristics of the asset’s cash flows and the objective

for which the asset is held;

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

applicable to all financial instruments subject to impairment testing; and

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

for instruments held as part of the risk management strategy.

IPSAS 42: Applicable: 1% January 2023

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

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

(b) The key features of the operation of those social benefit schemes; and

(c) The impact of such social benefits provided on the Entity’s financial performance,

financial position and cash flows.
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Annual Report and Financial Statements for The Year Ended 30" June 2022

Stardard HEffectiveidateand impact:

[ Applicable: 1st January 2023:

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

impr: e IPSAS 22 Disclosure of Financial Information about the General Government
IPSAS Sector.

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

e IPSAS 39: Employee Benefits

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

e IPSAS 29: Financial instruments: Recognition and Measurement

Standard no longer included in the 2021 IPSAS handbook as it is now superseded by
IPSAS 41 which is applicable from 1* January 2023.

IPSAS 43 Applicable 1¥ January 2025

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

and disclosure of leases. The objective is to ensure that lessees and lessors provide
relevant information in a manner that faithfully represents those transactions. This
information gives a basis for users of financial statements to assess the effect that
leases have on the financial position, financial performance and cashflows of an
Entity.

The new standard requires entities to recognise, measure and present information on

right of use assets and lease liabilities.
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Standard [{Effectivedateand impact:

IPSAS 44: Non- | Applicable 1°' January 2025

Current Assets | The Standard requires,

Held for Sale Assets that meet the criteria to be classified as held for sale to be measured at the
and lower of carrying amount and fair value less costs to sell and the depreciation of such
Discontinued assets to cease and:

Operations 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.

ii.  Early adoption of standards

The Lafey Sub County Hospital did not early — adopt any new or amended standards in the year

2021/2022.

4. Summary Of Significant Accounting Policies

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

Revenue from exchange transactions
Rendering of services

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

Sale of goods

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

transaction will flow to the entity.
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Inter¢st income

Interet income is accrued using the effective yield method. The effective yield discounts estimated future
cash feceipts through the expected life of the financial asset to that asset’s net carrying amount. The
methad applies this yield to the principal outstanding to determine interest income for each period.
Dividénds

DividJnds or similar distributions must be recognized when the shareholder’s or the entity’s right to
receivg payments is established.

Rental income

RentatIincome arising from operating leases on investment properties is accounted for on a straight-line

basis adver the lease terms and included in revenue.

b) Budget information
inal budget for FY 2021/22 was approved by the management on 23" June, 2021. No subsequent

s or additional appropriations were made to the approved budget. The entity’s budget is prepared
fferent basis to the actual income and expenditure disclosed in the financial statements. The
financihl statements are prepared on accrual basis using a classification based on the nature of expenses
in the statement of financial performance, whereas the budget is prepared on a cash basis. The amounts in
the financial statements were recast from the accrual basis to the cash basis and reclassified by presentation
to be of the same basis as the approved budget.

A comparison of budget and actual amounts, prepared on a comparable basis to the approved budget, is
then presented in the statement of comparison of budget and actual amounts. In addition to the Basis
differerice, adjustments to amounts in the financial statements are also made for differences in the formats

and clasification schemes adopted for the presentation of the financial statements and the approved

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

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

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

receivables or payables in the statement of financial position.

10
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d) Investment property

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

Investment property acquired through a non-exchange transaction is measured at its fair value at the date
of acquisition. Subsequent to initial recognition, investment properties are measured using the cost model
and are depreciated over a period of 3-5 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 in use.

e) 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
areplacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognized
in surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil or

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

f) Leases
Finance leases are leases that transfer substantially the entire risks and benefits incidental to ownership of
the leased item to the Entity. Assets held under a finance lease are capitalized at the commencement of
the 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 of the lease. The
liability recognized is measured as the present value of the future minimum lease payments at initial
recognition. Subsequent to initial recognition, lease payments are apportioned between finance charges
and reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of

the liability. Finance charges are recognized as finance costs in surplus or deficit.

11



Lafey %b-County Level IV Hospital (Mandera County Government)
AnnuallReport and Financial Statements for The Year Ended 30" June 2022

g) Intangible assets

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

useful life of the intangible assets is assessed as either finite or indefinite.

h) Research and development costs

The Enitity expenses research costs as incurred. Development costs on an individual project are recognized

as intafigible assets when the Entity can demonstrate:

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

> The asset will generate future economic benefits or service potential

> The availability of resources to complete the asset

> The ability to measure reliably the expenditure during development.

Followtng initial recognition of an asset, the asset is carried at cost less any accumulated amortization
and acchmulated 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

opment, the asset is tested for impairment annually with any impairment losses recognized

iately in surplus or deficit.

ted in an active market. After initial measurement, such financial assets are subsequently

12
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measured at amortized cost using the effective interest method, less impairment. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees or costs that are an
integral part of the effective interest rate. Losses arising from impairment are recognized in the surplus

or deficit.

Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified
as held to maturity when the Entity has the positive intention and ability to hold it to maturity. After
initial measurement, held-to-maturity investments are measured at amortized cost using the effective
interest method, less impairment. Amortized cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the effective interest rate. The losses
arising from impairment are recognized in surplus or deficit.

Impairment of financial assets

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

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

» The debtors or an entity of debtors are experiencing significant financial difficulty
» Default or delinquency in interest or principal payments
» The probability that debtors will enter bankruptcy or other financial reorganization

» Observable data indicates a measurable decrease in estimated future cash flows (e.g. changes in

arrears or economic conditions that correlate with defaults)

Financial liabilities

Initial recognition and measurement

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

financial liabilities at initial recognition.

13
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All fihancial liabilities are recognized initially at fair value and, in the case of loans and borrowings, plus

directly attributable transaction costs.

Loans and borrowing

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

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

i) Inventories

Invenfory is measured at cost upon initial recognition. To the extent that inventory was received through

non-ekchange transactions (for no cost or for a nominal cost), the cost of the inventory is its fair value at

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

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

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

After Initial recognition, inventory is measured at the lower cost and net realizable value. However, to the

I

extentlthat a class of inventory is distributed or deployed at no charge or for a nominal charge, that class

of inventory is measured at the lower cost and the current replacement cost.Net realizable value is the

estimdted selling price in the ordinary course of operations, less the estimated costs of completion and the

e

estimdted costs necessary to make the sale, exchange, or distribution. Inventories are recognized as an

expen$e when deployed for utilization or consumption in the ordinary course of operations of the Entity.
Provisions
Provisions are recognized when the Entity has a present obligation (legal or constructive) as a result of a

past eyent, it is probable that an outflow of resources embodying economic benefits or service potential

will b

Wherd the Entity expects some or all of a provision to be reimbursed, for example, under an insurance

G

required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

contrabt, the reimbursement is recognized as a separate asset only when the reimbursement is virtually

. S

certain.
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Notes to the Financial Statements (Continued)

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

Contingent liabilities

The Entity does not recognize a contingent liability, but discloses details of any contingencies in the notes
to the financial statements, unless the possibility of an outflow of resources embodying economic benefits
or service potential is remote.

Contingent assets

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 of one or more uncertain future events not wholly
within the control of the Entity in the notes to the financial statements. Contingent assets are assessed
continually to ensure that developments are appropriately reflected in the financial statements. If it has
become virtually certain that an inflow of economic benefits or service potential will arise and the asset’s
value can be measured reliably, the asset and the related revenue are recognized in the financial statements
of the period in which the change occurs.

k) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements.

)} Changes in accounting policies and estimates

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

m) Employee benefits

Retirement benefit plans

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

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

employers. The contributions and lump sum payments reduce the post-employment benefit obligation.
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Note§ to the Financial Statements (Continued)

n) Foreign currency transactions

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

0) orrowing costs

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

pP) Related parties

The Bhtity regards a related party as a person or an entity with the ability to exert control individually or
jointly, or to exercise significant influence over the Entity, or vice versa. Members of key management

are regarded as related parties and comprise the directors, the CEO/principal and senior managers.

) Service concession arrangements

The Bntity 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 regllates the services. The operator must provide together with the asset, to whom it must provide them,
and atl what price. In the case of assets other than *whole-of-life’ assets, it controls, through ownership,
benefitial 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 fecognized, the Entity also recognizes a corresponding liability, adjusted by a cash consideration

paid of received.

16




Lafey Sub-County Level IV Hospital (Mandera County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2022

Notes to the Financial Statements (Continued)

r) Cash and cash equivalents

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

s) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or reconfigured
to conform to the required changes in presentation.

t) Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the financial
statements for the year ended June 30, 2022.

S. Significant Judgments and Sources of Estimation Uncertainty
The preparation of the Entity's financial statements in conformity with IPSAS requires management to

make judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets
and liabilities, and the disclosure of contingent liabilities, at the end of the reporting period. However,
uncertainty about these assumptions and estimates could result in outcomes that require a material

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

Estimates and assumptions

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

when they occur. (IPSAS 1.140)
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Notes to the Financial Statements (Continued)
seful lives and residual values

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

otential future use and value from disposal:
The condition of the asset based on the assessment of experts employed by the Entity.
The nature of the asset, its susceptibility and adaptability to changes in technology and
processes.
The nature of the processes in which the asset is deployed.
Availability of funding to replace the asset.
Changes in the market in relation to the asset.

Providions

Provijons were not raised and management determined no estimate. No additional disclosure of these

estimates of provisions is included.

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

obligation at the reporting date and are discounted to present value where the effect is material.
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6. Transfers From the County Government

‘Description

Unconditional grants
Transfer from county treasury 3,700,000.00
Total government grants and subsidies 3,700,000.00

T Transfers From Other Government Entities
f’)}-}ciui ption : ¢ 7 ‘ ' f‘{g__};_pﬁ_“«_)

,,,,,

_ ERKShS
Transfer from National Government (Ministry of Health) LINDA MAMA | 729,460.00
Total Transfers 729,460.00

8. Rendering of Services-Medical Service Income

2021/22
Pharmaceuticals 0.00
Non-Pharmaceuticals 0.00
Laboratory 0.00
Accident and Emergency Service 0.00
Other medical services income 0.00
Total revenue from the rendering of services 0.00

9. Medical/ Clinical Costs
| Description 2021/22,

KShs

Laboratory chemicals and reagents 0.00
Public health activities 0.00
Food and Ration 540,000.00
Uniform, clothing, and linen 0.00
Dressing and non-pharmaceuticals 0.00
Pharmaceutical supplies 505,000.00
Sanitary and cleansing Materials 460,000.00
Other medical related clinical costs (specify) 0.00
Total medical/ clinical costs 1,505,000.00
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10. mployee Costs

escription

0202000

S hs'

Saldries, wages, and allowances 707,000.00
Cor}ributions to pension schemes 0.00
Staff medical expenses and Insurance cover 9,600.00
Employee costs 716,600.00

11. Bbpard of Management Expenses

DS ion D e A T S BB (0 A VN 12021122 B
0.00
Airti‘ne allowances 180,000.00
Total 180,000.00

Travel and accommodation allowance

12. Répairs And Maintenance

‘Description ; 2021122

KShs’

Hospital generator 0.00
Medital equipment 0.00
Offick equipment 390,000.00
Furniture and fittings 36,000.00
Comiuters and accessories 20,000.00
Total repairs and maintenance 446,000.00

13. Geheral Expenses

‘Desciiption. 02122

KShs

pod and charcoal

54,000.00
Bank Eharges 4,750.00
Electricity expenses 0.00
Printiflg and stationery 920,000.00
Water]and sewerage costs 260,000.00
Fuel ahd lubricant 350,000.00
Total General Expenses 1,588,750.00

20
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14. Cash And Cash Equivalents

Current accounts 737.00
Cash in hand 0.00
Others(specify)- Mobile money 0.00
Total cash and cash equivalents 737.00

(a). etailed nalsis of CSll andCshEvents .

FACCountnumber

a) Current account
Kenya Commercial bank 1149104872 914.00
Equity Bank, etc 1000266572634 (177).00
Grand total 737.00
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TBtamy : z .

{ELant |¥osand Motorde® S Furniture, fittings, and officess (RIGT | Hj”ilii’m \%(\u?ﬁ'j
155 | { 2 | | medical | < 1N

i [ CIVIlE S vehicles o | equipment Equipmentes SR o sie | sa 0L N,
[EWorks 2| ' ! 24t SO, {1 (IR

Description

Disposals (g.)o (0.00) | (0.00) (0.00) (0.00) (0.00) (g.)o
S (g.)o 000 | 090 (0.00) (0.00) (0.00) (g.)o
At 30 June 2021 0.00 | 0.00 0.00 0.00 0.00 0.00 0.00
At July 2021 0.00 | 0.00 0.00 0.00 0.00 0.00 0.00
Depreciation 0.00 [ 0.00 0.00 0.00 0.00 0.00 0.00
Disposals (g.)o 0.00) | (0.00) (0.00) (0.00) (0.00) (g.)o
—— ©0 [ gooy | 000 (0.00) (0.00) (0.00) .0
0) 0)

Transfer/adjustment 0.00 ; 0.00 ; i (0.00) (%)0
At 30™ June 2022 0.00 | 0.00 0.00 0.00 0.00 0.00 0.00 | 0.00
Net book values

At 30" June 2021 0.00 | 0.00 0.00 0.00 0.00 0.00 0.00 | 0.00
At 30" June 2022 0.00 | 0.00 0.00 0.00 0.00 0.00 0.00 | 0.00

N/B: The county government of Mandera has not fully handed over the functions to the hospital management team due to gaps in legislations. Since the

facility is still under the Management of the county executive thus property, plant and equipment are reported under financial statement of the county
Executive of Mandera.
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Notes to the Financial Statements (Continued)

16. Financial Risk Management

The éntity’s activities expose it to a variety of financial risks including credit and liquidity risks and
effects of changes in foreign currency. The company’s overall risk management programme focuses
on the unpredictability of changes in the business environment and seeks to minimise the potential
advesse effect of such risks on its performance by setting acceptable levels of risk. The company
does hot 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
amouflts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,

as wall as trade and other receivables and available-for-sale financial investments. Management

assesses the credit quality of each customer, taking into account its financial position, past experience
and other factors. Individual risk limits are set based on internal or external assessment in accordance

its set by the directors.

Liquidity risk management

ate responsibility for liquidity risk management rests with the hospital’s board of
manfgement who have built an appropriate liquidity risk management framework for the
manhgement 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
actudl cash flows.

(lii)  Market risk

Th#hospital has put in place an internal audit function to assist it in assessing the risk faced by
the Entity on an ongoing basis, evaluate and test the design and effectiveness of its internal
accdunting 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 mianage and control market risk exposures within acceptable parameters, while optimising the

retufn. Overall responsibility for managing market risk rests with the Audit and Risk Management

Co ittee.
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a) Foreign currency risk
The entity has transactional currency exposures. Such exposure arises through purchases of goods

and services that are done in currencies other than the local currency. Invoices denominated in
foreign currencies are paid after 30 days from the date of the invoice and conversion at the time of
payment is done using the prevailing exchange rate. The carrying amount of the entity’s foreign
currency denominated monetary assets and monetary liabilities at the end of the reporting period

are as follows:

Foreign currency sensitivity analysis

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

would also occur if the Kenya Shilling appreciated with all other variables held constant.
Interest rate risk

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

exposure arises mainly from interest rate movements on the company’s deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that
offer favourable interest rates.

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.

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 concern. The entity capital structure comprises of the following

funds:
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17. Related Party Balances

Nature of related party relationships

Entities and other parties related to the entity include those parties who have the ability to
bxercise control or exercise significant influence over its operating and financial decisions.
Related parties include management personnel, their associates, and close family members.
Government of Kénya

[he Government of Kenya is the principal shareholder of the hospital, holding 100% of the hospital
quity interest. The Government of Kenya has provided full guarantees to all long-term lenders of the
lntity, both domestic and external. Other related parties include:

i) The National Government;

i) The Parent Ministry;

iii) Auditor general;

iv) Controller of budget;

V) County government;

vi) Key management;

vii)  Board of directors;

18.] Events After The Reporting Period
There were no material adjusting and non- adjusting events after the reporting period.
19.] Ultimate And Holding Entity
The entity is a State Corporation/ or a Semi- Autonomous Government Agency under the
Ministry of Health. Its ultimate parent is the Government of Kenya.
20.] Currency

The financial statements are presented in Kenya Shillings (Kshs).
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XIX. Appendices
Appendix 1: 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.

(Timeframe:
(Puta datewhen'you
expecttheissueito:be

resolved)

ReferencelNoxonithesEIssue’.Observations from: SHE(CR

EXteTnAlAUdIEREpOrty A uditor Managementcomments (Resolved ZNot

Guidance Notes:

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

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

(iii) Before approving the report, discuss the timeframe with the appointed Focal Point persons within your entity responsible the for
implementation of each issue.

(iv) Indicate the status of “Resolved” or “Not Resolved” by the date of submitting this report to National Treasury.

sescssssssscsncnns sssrssssanse R

Accounting Officer
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I

\PPENDIX IL: Projects lmpl bl

Projects
Projects implemented by the Hospital Funded by development partners

Projectititle §ProjectiNumber, fDonor {Period/, #Donorcommitmenty|iSeparate;donor
f f gduration ey

LEp

reement (

IJ ¥
(Yes/No)

Cquiredinsg| it

solidated in
inancial
ents

Status of Projects completion

#Project |¥Total project

< wnpGost

\

{§Totallexpended to)

|{Gompletion%o%to;
Jk ..LI.L g ik .i.L!.L'.‘ - s

[EBudget

o |8

[FA'ctual

| .

iSources of funds
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