














































































































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

Emphasis of Matter
1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final total budget
income and actual on expenditure comparable basis amounts of Kshs.13,634,598
respectively. Further, the statement reflects that the Hospital spent an amount of
Kshs.14,605,354 against an actual receipts of Kshs.13,634,598 resulting to over-
absorption of Kshs.970,756 or 7% of the actual receipts.

In addition, the explanation of differences between actual and budgeted amounts was not
provided for variances beyond 10% contrary to Section 164 (2) (iii) and (iv) of the Public
Finance Management Act, 2012 which requires a County Government entity to present
appropriation accounts showing the status of each vote compared with the appropriation
for the vote and a statement explaining any variations between actual expenditure and
the sums voted.

The under-absorption affected the planned activities of the Hospital and may have
impacted negatively on the delivery of services to the public.

2. Imbalanced Budget

The statement of comparison of budget and actual amounts for the year under review
reflects total income budget of Kshs.13,634,598 and total expenditure budget of
Kshs.15,477,629 resulting to a variance of Kshs.1,843,031. The budget imbalance is
contrary to the provisions of Regulation 31(c) of the Public Finance Management (County
Governments) Regulations, 2015 which states that budget revenue and expenditure
appropriation shall be balanced.

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

My opinion is not modified in respect of these matters.

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 effect of the matters
described in the Basis for Qualified Opinion section, | have determined that there are no
other key audit matters to communicate in my report.
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Other Matter
Unresolved Prior Year Matters

In the prior year audit report, several issues were raised under the Report on Financial
Statements, Report on Lawfulness and Effectiveness in Use of Public Resources, and
Report on Effectiveness of Internal Controls, Risk Management and Governance. Review
of the status during audit of the Hospital for the financial year 2024/2025 revealed that
the following twelve (12) issues remained unresolved:

No. | Financial Year | Audit Issue

1 2023/2024 Inaccuracies in the Financial Statements

2 2023/2024 Unsupported Revenue from Non-Exchange Transactions

3 2023/2024 Unsupported Rendering of Services — Medical Service Income
Amount

4 202372024 Unsupported Employee Costs Paid by the County
Government

S 2023/2024 Unsupported Expenditure

6 2023/2024 Unsupported and Unconfirmed Plant, Property and
Equipment Balance

7 2023/2024 Unsupported Capital Fund Balance

8 2023/2024 Unsupported Trade and Other Payables Balance

9 2023/2024 Irregular Employment of Casual Workers

10 2023/2024 Inadequacy in the Implementation of Universal Health
Coverage (UHC)

11 2023/2024 Lack of Key Policy Documents

12 2023/2024 2 Failure to Establish Audit Committee

Other Information

Management are responsible for the Other Information set out on page iv to xxxiv 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 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.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
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. Non-Compliance with Kenya Quality Model for Health Policy Guidelines

Review of hospital records and interviews on verification of services offered, equipment
used and medical specialists in the Hospital at the time of audit revealed that the Hospital
did not meet the requirement s of Kenya Quality Model for Health Policy Guidelines due
to staff deficits of eighty-five (85) staff the authorized staff requirements.

Level 4 Number in Percentage
Staff Requirements Standard Hospital Variance | %
Medical Officers 16 1 15 94%
Anesthesiologists 2 0 2 100%
General Surgeons P 0 2 100%
Gynecologists 2 0 2 100%
Pediatrics 2 0 2 100%
Radiologists 2 0 2 100%
Kenya Registered 75 15 60 80%
Community Health Nurses
Total 101 16 85

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

Level 4

Hospital Actuals in Percentage
Service Standard | the Hospital | Variance | %
Beds 150 30 120 80%
Resuscitative (2 in Labour & 2 0 2 100%
1 in Theatre)
New Born Unit Incubators 5 0 5 100%
New Born Unit Cots 6 0 6 100%
Functional ICU Beds 6 0 6 100%
High Dependency Unit 5 0 6 100%
(HDU)
Renal Unit with At Least 5 2 0 2 100%
Dialysis Machines
Two Functional Operational 150 0 150 100%
Theatres - Maternity &
General
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These deficiencies contravene the First Schedule of Health Act, 2017 and imply that
accessing the highest attainable standard of health, which includes the right to health
care services, including reproductive health care as required by Article 43(1) of the
Constitution of Kenya, 2010 may not be achieved.

In the circumstances, the understaffing and inadequate hospital equipment may
negatively have impacted on service delivery to the public.

2. Lack of Procurement Plan

The statement of receipts and payments reflects an amount of Kshs.56,746,987 and
Kshs.57,443,998 in respect of total receipts and payments respectively. However, during
the year the Management did not prepare an annual procurement plan as part of the
annual budget preparation process. This was contrary to Regulation 40 of the Public
Procurement and Asset Disposal Regulations, 2020 which states that ‘a procuring entity
prepares a procurement plan for each financial year as part of the annual budget
preparation process’.

In the circumstances, the entity was in breach of law

3. Failure to Remit Industrial Training Levy

Review of the human resource records revealed that during the year, Management failed
to remit industrial training levy for the contractual staff and casual employees in respect
of various months at the rate of Kshs.50 per worker resulting to a total unpaid balance of
Kshs.13,350. This was contrary to paragraph 4 (1) of the Industrial Training (Training
Levy) Order, 2007 which states that on or before the last working day of each month, an
employer shall pay to the Director a levy of fifty shillings per employee.

In the circumstances, Management was in breach of the law.
4. Non- Compliance with Facility Improvement Financing Act, 2023

Review of County revenue records for level 4 and 5 hospitals revealed Subukia Sub
County Hospital collected an amount of Kshs.13,844,535 and transferred a Nil amount to
the County Revenue Fund. Further, available records indicate that the amount of
Kshs.13,844 535 was disbursed to the Hospital from the Facility Improvement Fund
collection account. However, the Hospital financial statements reflected an amount of
Kshs.13,634,598 as having been received from the FIF account resulting in an
unexplained undisbursed amount of Kshs.209,937. This was contrary to the provisions
of Section 20-25 of the Facilities Improvement Financing Act, 2023 which requires that
all revenues collected by health facilities be retained in designated FIF accounts and
utilized strictly for approved operational and improvement activities.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that | comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
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.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effect of the matters described in the Basis for
Conclusion on 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 Key Policy Documents

Review of records and discussions held with Management and staff of various
departments revealed that the Hospital did not have a Risk Management Policy, Staff
Establishment, Stores Management Policy, ICT Policy, Procurement Policy, Depreciation
Policy, Assets Management and Safeguard Policy and the relevant manuals for its
operations. The Hospital did not also have a Strategic Plan and an Organogram.

Further, it was observed that the Hospital lacks disaster recovery plan or business
continuity plan which outlines how it will continue operating during an unplanned
disruption in service. The hospital management has not instituted its own policies and
procedures to guide key financial processes and controls for the management of
personnel and related expenditure

In the circumstances, the effectiveness of operational processes and procedures geared
towards provision of health services in the Hospital could not be confirmed

2. Lack of Updated Fixed Assets Register

Review of the non — current assets registers provided for audit verification revealed that
they were not updated to include key information in respect of identification or serial
numbers, acquisition date, description of asset, location, class, historical cost of
acquisition for the assets, asset condition and ownership documents. Further, the assets
were not tagged. This was contrary to Regulation 136 of the Public Finance Management
(County Governments) Regulations, 2015.

In the circumstances, the effectiveness of internal controls in relation to asset
management could not be confirmed.

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

Responsibilities of Management and the Board of Management

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Accrual

Report of the Auditor-General on Subukia Sub-County Hospital for the year ended 30 June, 2025 - County
Government of Nakuru

7



Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

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

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

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

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 governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General’s Responsibilities for the Audit

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

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

Report of the Auditor-General on Subukia Sub-County Hospital for the year ended 30 June, 2025 - County
Government of Nakuru

8



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

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

FCPA »CBS
AUDITOR-GENERAL

Nairobi

05 December, 2025
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Subukia Sub- County Hospital (Nakuru County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2025

14. Statement of Financial Performance for The Year Ended 30 June 2025

Revenue from non-exchange
transactions

Transfers from the County Government 6 - -
In- kind contributions from the County 7 42,497,521 43,827,863
Government
Grants from donors and development 8 - -
partners
Transfers from other Government entities 9 - -
Public contributions and donations 10 - -
42,497,521 43,827,863
Revenue from exchange transactions
Rendering of services- Medical Service 1 14,249,466 15,455,485
Income
Revenue from rent of facilities 12 - -
Finance /Interest Income 13 - -
Miscellaneous Income 14 - -
Revenue from exchange transactions 14,249,466 15,455,485
Total revenue 56,746,987 59,283,348
Expenses
Medical/Clinical costs 15 11,163,377 10,284,776
Employee costs 16 42,407,605 43,565,467
Board of Management Expenses 17 428,000 283,000
Depreciation and amortization expense 18 341,123 71,365
Repairs and maintenance 19 968,993 222,000
Grants and subsidies 20 - -
General expenses 21 2,389,237 1,099.209
Finance costs 22 - - :
57.443.998 55,525,817 }

Total expenses

Other gains/(losses)




Subukia Sub- County Hospital (Nakuru County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2025

Gain/Loss on disposal of non-Current - -

23
assets

Unrealized gain on fair value of - -
investments

Medical services contracts Gains/Losses 25 - -

Impairment loss 26 - -

Gain on foreign exchange transactions

Total other gains/(losses)
Net Surplus / (Deficit) for the year (697,011) 3,757,831

The Hospital’s financial statements were approved by the Board on Q?/o? /9*’11‘ and signed
on its behalf by: '

Chairman Head of Finance

Board of Management ICPAK No: b0 #0
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Subukia Sub- County Hospital (Nakuru County Government)
Annual Report and Financial Statements for The Year Ended 30™ June 2025

15. Statement of Financial Position As At 30" June 2025

Assets

Current assets

Cash and cash equivalents 27 3,398,174 4,309,635
Prepayments 28 - -
Receivables from exchange transactions 29 8,295,907 7.315,400
Receivables from non-exchange transactions 30 - -
Inventories 31 1,985,859 1,803,388
Total Current Assets 13,679,940 13,428,423
Non-current assets

Property, plant, and equipment 32 57,437,110 57,706,868
Intangible assets 33 - -
Investment property 34 - -
Biological Assets 35 - -
Total Non-current Assets 57,437,110 57,706,868
Total assets (A) 71,117,050 71,135,291
Liabilities

Current liabilities

Trade and other payables 36 1,030,087 1,195,525
Refundable deposits from 37 ) i
Patients/Prepayments

Provisions 38 - -
Finance lease obligation 39 - -
Current portion of deferred income 40 - -
Current portion of borrowings 41 - -
Total Current Liabilities 1,030,087 1195525
Non-current liabilities

Provisions 38 - -
Non-Current Finance lease obligation 39 - -
Non-Current portion of deferred income 40 - -




Subukia Sub- County Hospital (Nakuru County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2025

Non - Current portion of borrowings

4]

Service concession Arrangements

42

Total non-current liabilities

Total Liabilities (B) 1,030,087 1,195,525
Net assets (A-B) 70,086,963 69,939,766
Represented by:

Revaluation reserve - -
Accumulated surplus/Deficit 13,877,119 14,574,130
Capital Fund 57,239,931 55,365,636
Total Net Assets and liabilities 71,117,050 71,135,291

The Hospital’s financial statements were approved by the Board on

on its behalf by:

Chairman Head of Finance
ICPAK No: |60 4@

Board of Management




Subukia Sub- County Hospital (Nakuru County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2025

16. Statement of Changes in Net Assets for The Year Ended 30 June 2025

As at July 1, 2023 10,816,299 - 10,816,299
Revaluation gain - - -
Surplus/(deficit) for the year 3,757,831 - 3,757,831
Capital/Development grants - 55,365,636 | 55,365,636
As at June 30, 2024 14,574,130 55,365,636 | 69,939,766
At July 1, 2024 14,574,130 14,574,130
Revaluation gain - - -
Surplus/(deficit) for the year (697.011) - (697,011)
Capital/Development grants - 57,239,931 | 57,239,931
At June 30, 2025 13,877,119 57,239,931 | 71,117,050

w




Subukia Sub- County Hospital (Nakuru County Government)

Annual Report and Financial Statements for The Year Ended 30" June 2025

17. Statement of Cash Flows for The Year Ended 30 June 2025

Cash flows from operating activities

Receipts

Transfers from the County Government

Grants from donors and development partners

Transfers from other Government entities

Public contributions and donations

Rendering of services- Medical Service Income 13,634,598 12,020,485
Revenue from rent of facilities - -
Finance / interest income - -
Miscellaneous receipts(specify) - -
Total Receipts 13,634,598 12,020,485
Payments

Medical/Clinical costs 4,304,320 1,527,308
Employee costs 6,769,141 7,516,891
Board of Management Expenses 428,000 283,000
Repairs and maintenance 958,993 222.000
Grants and subsidies - -
General expenses 2,144,900 1,099,209
Finance costs - -
Refunds paid out - -
Total Payments 14,546,059 10,648,408
Net cash flows from operating activities 43 (970,756) 1,372,077
Cash flows from investing activities

Purchase of property, plant, equipment - )
Purchase of intangible assets = (-)
Proceeds from the sale of PPE - -
Acquisition of investments - (-)
Net cash flows used in investing activities - (-)
Cash flows from financing activities

Proceeds from borrowings - -
Repayment of borrowings - (-)

Capital grants received




Subukia Sub- County Hospital (Nakuru County Government)

Annual Report and Financial Statements for The Year Ended 30™ June 2025

Net cash flows used in financing activities - (-)
Net .mcrease/(decrease) in cash and cash (970,756) _
equivalents

Cash and cash equivalents as at 1 July 27 4,309,635 2,937,558
Cash and cash equivalents as at 30 June 27 3,398,174 4,309,635


















































































































































































