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COUNTY ASSEMBLY OF KISUMU
THE HANSARD
Official Report
THIRD ASSEMBLY - FOURTH SESSION
Wednesday, 06" August, 2025
House met in the Main Chamber at 02:30 p.m.
(The Temporary Speaker (Hon. Carren Ajwang’) in the Chair)
PRAYERS

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Honourable members, in
line with the provisions of Orders No. 32 (2) of the Kisumu County Assembly Standing Orders, |
direct that, the quorum bell to be rung for the first five minutes.

(Quorum bell rung for the first minutes)

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Order!! Honourable
members. Kindly resume your seats. Madam Deputy Whip, please confirm if we have quorum in
the House.

The Deputy Whip (Hon. Obonyo, MCA, South West Kisumu): Thank you, Madam Speaker, there
IS quorum.

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Mr. Clerk, kindly take us
through the Order of the day.

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Next order!!
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STATEMENTS

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Honourable members, it is
statement time.

(Silence)

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Next Order!!
MOTION

ADOPTION OF THE REPORT OF THE SELECT COMMITTEE ON PUBLIC
INVESTMENTS AND ACCOUNTS ON THE EXAMINATION OF THE REPORT OF THE
AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF MUHORONI SUB-
COUNTY HOSPITAL FOR THE FINANCIAL YEARS 2022-2023 AND 2023-2024

BY
HON. KENNEDY OUKO, MCA, WEST KISUMU
(CHAIRPERSON, PUBLIC INVESTMENTS AND ACCOUNT COMMITTEE)

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Yes, Honourable Kennedy
Ouko.

Hon. Ouko (MCA, West Kisumu): Thank you Honourable Speaker, on behalf of the Select
committee on Public Accounts and Investments (PICPAC), and pursuant to provisions of Standing
Orders 188 of the Kisumu County Assembly Standing Orders, | am honored to present to this
Honorable House the Committee’s report on the examination of the Reports of the Auditor-General
on the Financial Statements of Muhoroni Level IV Hospital for the Financial Years 2022/2023 and
2023/2024.

Honourable Speaker, Muhoroni Hospital is one of the Level 1V Hospitals within the County and,
as such, is audited annually in accordance with Article 229(4)(b) of the Constitution of Kenya,
2010, which provides for the audit of the accounts of all funds and authorities of the national and
county governments. Article 229(8) further requires that within three months of receipt of such
reports, the County Assembly debates and takes appropriate action. This obligation is discharged
through the Public Accounts and Investments Committee, which is responsible for examining
public expenditure and investments, ensuring that county entities utilize public funds lawfully,
effectively, efficiently, and transparently.

Honourable Speaker, in the interrogation of this report, the Committee held a total of five sittings,
during which it received and considered both oral and written submissions from the Accounting
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Officer for the two financial years under review. Two of the sittings were supported by technical
officers from the Office of the Auditor-General.

For the Financial Year 2022/2023, the Auditor-General issued an Adverse Opinion, indicating that
the financial statements contained material misstatements and did not present fairly the financial
position of the facility.

The Committee observed several weaknesses, including inaccuracies in the financial statements
where reported figures differed from supporting schedules, and underpayment of casual employees
below the statutory minimum wage. There was non-disclosure of in-kind contributions, as well as
donor grants and development partner funding. The hospital failed to disclose outstanding accounts
payables and certain intangible assets, while some balances, including bank charges and medical
service income, were unsupported. The facility directly expensed imprests without proper
retirement and failed to maintain a complete register for property, plant, and equipment, with no
policy disclosed for depreciation or rates applied. Trade and other payables had unexplained
variances, inventory balances could not be confirmed, and the financial statements did not comply
fully with the prescribed reporting template.

The Committee also noted irregularities in the procurement of medical and clinical items, lack of
appointment letters for board members, uninhabitable staff houses condemned by Public Works
and Public Health, and deficiencies in the implementation of Universal Health Coverage (UHC)
standards due to significant staffing gaps.

Honourable Speaker, a matter of particular concern was the encroachment of hospital land, where
two plots of the 6-hectare parcel had been encroached. No title deed exists for the land, and
previous recovery efforts have been unsuccessful.

In the Financial Year 2023/2024, there was notable improvement. The Auditor-General issued a
Qualified Opinion, meaning that except for a few specific issues, the financial statements fairly
presented the financial position of the hospital. Most of the prior year’s issues had been addressed,
with only a few matters outstanding, including non-disclosure of certain property, plant, and
equipment; unresolved staffing deficits under UHC; absence of a functional audit committee; and
incomplete implementation of some prior year recommendations.

Honourable Speaker, in light of the above, the Committee recommends strengthening financial
reporting by ensuring that all balances are supported with proper documentation, in-kind
contributions and donor grants are fully disclosed, and the financial statements comply with the
prescribed reporting template. The hospital should regularize payments to casual employees in line
with the Employment Act, maintain a complete and up-to-date register of property, plant, and
equipment with a clear depreciation policy, and ensure that all imprests are properly retired.

Procurement processes should adhere strictly to the Public Procurement and Asset Disposal Act,
and governance gaps, such as lack of appointment letters for board members, should be addressed.
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The County Executive Committee Member for Lands should prioritize securing a title deed for the
hospital and recovering the encroached plots.

For the Financial Year 2023/2024, the Committee’s recommendations focus on sustaining the
gains made and resolving the few unresolved audit issues. These include completing the disclosure
of all property, plant, and equipment; addressing staffing deficits to meet Universal Health
Coverage (UHC) standards and establishing and operationalizing an audit committee.

Honourable Speaker, on behalf of the Public Accounts and Investments Committee, | now wish to
present this report on the consideration of the Auditor-General’s Reports on the Financial
Statements of Muhoroni Level IV Hospital for the years ended 30" June 2023 and 30" June 2024,
and urge this House to adopt it.

Establishment and Mandate of the Public Accounts and Investments Committee

Honourable Speaker, the Public Accounts and Investments Committee is established under
Standing Order No. 188 of the Kisumu County Assembly Standing Orders and is mandated to
undertake the following functions;

i.  Examination of the accounts showing the appropriations of the sum voted by the County
Assembly to meet the public expenditure and of such other accounts laid before the House
as the committee may think fit;

ii.  Examination of the working of the Public Investments

iii.  Examine the reports and accounts of the Public Investments and,

iv.  Examine in the context of the autonomy and efficiency of the public investments, whether
the affairs of the public investments are being managed in accordance with sound financial
or business principles and prudent commercial practices.

Composition of the Public Accounts and Investments Committee
The Committee as currently constituted comprises the following Honorable Members,

Table 1: Committee Membership as of February 2025

Name Position
Members
1. Hon. Ken Ouko Chairperson
2. Hon. Tom Onditi Vice Chairperson
3. Hon. Mickey Ochieng Member
4. Hon. Habil Nyasuna Member
5. Hon. Seth Okumu Member
6. Hon. Nancy Matara Member
7. Hon. Rueben Rakwach Member
8. Hon. James Were Member
9. Hon. James Omollo Member
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Secretariat

1. Austine Ochieng’ Committee Clerk
2. Chrispine Oguta Clerk Assistant
3. Patrick Okoyo Hansard Reporter
4. Faith Judith Serjeant-at-arm
5. Woycliffe Owade Researcher

6. CPA Naboth Odero Internal Auditor
7. CPA Mollen Achayo Fiscal Analyst

8. CPA Charles Ageng’o Internal Auditor

Legal Framework & Guiding Principles

Honourable Speaker, the Committee was guided by the following legal instruments;

1. Constitution of Kenya 2010: Article 229 (4) of the Constitution of Kenya, 2010 requires
the Auditor General, within a period of six months after the end of each financial year, to
audit and report, in respect of that financial year, on;

iii.
iv.

V.
Vi.
Vii.
viil.

The accounts of the National and County governments,

The accounts of all funds and authorities of the National and County
governments,

Accounts of all courts,

The accounts of every commission and independent office established by this
constitution,

The accounts of National Assembly, the Senate and the county assemblies,

The accounts of the political parties funded from the public funds,

The public debt and

The accounts of any other entity that legislation requires the Auditor General to
Audit

Article 229(8) further states that “within three months after receiving an audit report,
parliament or county assembly shall debate and consider the report and take appropriate

action”.

2. Direct Personal Liability: Article 226(5) of the Constitution is unequivocal that, if the
holder of a Public Office or a political office, directs or approves the use of Public Funds
contrary to the law or instructions, the person is liable for any loss arising from that use
and shall make good, the loss, whether the person remains the office holder or not.

3. Public Audit Act 2015; Section 7 mandates the Auditor General to (i) Give assurance on
the effectiveness of internal controls, risk management, and overall governance at National
and County Governments; (ii) Undertake audit activities in state organs and public entities
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to confirm whether or not public money has been applied lawfully and in an effective way

4. Section 203(1) of the Public Finance Management Act, 2012 enacts that; a public officer
is personally liable for any loss sustained by a County Government and is attributed to; (i)
The fraudulent or corrupt conduct, or negligence of the officer or, (ii) The officer’s having
done any act prohibited by Sections 196, 197, and 198

5. Public Finance Management Act, 2012: Section 149 (1) of the Public Finance
Management Act, 2012 which states that “An accounting officer is accountable to the
County Assembly for ensuring that the resources of the entity for which the officer is
designated are used in a way that is —

a) Lawful and authorized; and
b) Effective, efficient, economical, and transparent”

Guiding Principles
Honourable Speaker, in the execution of its mandate, the Committee was guided by Constitutional
and statutory principles on Public Finance Management.

These principles include the following;

Constitutional Principles on Public Finance: Article 201 of the Constitution of Kenya 2010
provides for fundamental principles aimed at guiding all aspects of Public Finance. It states that
the principles are; inter alia;

i). Openness and Accountability including public participation in financial matters;

if). Public money shall be used in a prudent and responsible way; and

iii). Financial management shall be responsible and fiscal reporting shall be clear.

The Committee considered these legal provisions and guiding principles as the basis for holding
to account public officers directly and personally liable for any loss of Public Funds that may occur
under their watch.

REPORTS OF THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF
MUHORONI LEVEL 4 HOSPITAL FOR THE YEAR ENDED 30 JUNE 2023 AND 30, JUNE
2024

Honourable Speaker, Dr. David Okuom appeared before the Committee on two occasions to
adduce evidence on the Audited Financial Statements of Muhoroni Level 4 Hospital for the year
ended 30" June 2023 and 30" June, 2024

Ms. Margaret Mowage, represented the office of the Auditor General in the two meetings.
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FINANCIAL YEAR 2022/2023 - BASIS FOR ADVERSE OPINION

3.1 Inaccuracies in the Financial Statements
Review of the financial statements provided for audit revealed the following anomalies:

I. The statement of financial position reflects opening balance for cash and cash equivalent amount
of Kshs 3,790,334 while Note 27 reflects an amount of Kshs 7, 40,333 for the same resulting to an
unreconciled variance of Kshs 3,050,001. The statement of cash flow reflects an amount of Kshs
2,445,250 as net increase in cash and cash equivalent while the reconfirmation of the difference
between the opening balance of Kshs 3.790,334 and Kshs 1,312,264 resulted in a decrease of Kshs
2,478,070;

I1. The statement of the changes in net assets reflects a balance as per the previous year of Kshs
3,711,462 while the previous year financial statements did not have a statement of changes in net
assets;

I11. Note 9 to the financial statements reflects total assets of Kshs 7,080,799 and Kshs 1,734,390
for the financial year ended 30th June, 2023 and 2022 respectively which has been duplicated in
Note 14

IV. The statement of financial position reflects total assets of Kshs 7,080,799 and total net assets
and liabilities of Kshs 2,694,467 hence the statement is not balance;

V. The report of the medical superintendent indicates that the total payments are Kshs 6,217,083
while the statement of financial performance indicates an amount of Kshs 6,219,583 leading to an
unreconciled variance of Kshs 2500;

VI. The statement of financial performance reflects an opening for total expenses as Kshs
9,493,876 while the recalculated balance is KS 9,443,876 leading to a variance of Kshs 50,000

VII. The statement of financial performance indicates a Nil amount for transfers from other
government entities while Note 9 indicates an amount of Kshs 3,031,250. Further the opening
balance is indicated as Nil while Note 9 indicates an amount of Kshs 1,734,390;

VIII. The Statement of financial performance indicates an amount of Kshs 41,000 for board of
management while disclosure Note 17 indicates an amount of Kshs 38,500 resulting in variance
of Kshs 2,500;

IX. The Statement of Financial performance reflects total revenue of Kshs 8,507,583 while the
statement of cash flow reflects an amount of Kshs 5,476,333 resulting in variance of Kshs
3,031,250;
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X. The Statement of financial performance reflects an amount of Kshs 2,311,862 for transfer from
county government while the statement of comparison of budget and actual reflects an amount of
Kshs 801,862 for the same resulting in unreconciled variance of Ksh1,510,000; and

XI. The statement of financial performance reflects an amount of Kshs 3,114,471 for rendering of
service-medical service income while the statement of comparison of budget and actual reflects an
amount of Kshs 6,145,721 for the same resulting in a variance of Kshs 3,031,250

In the circumstances, the accuracy and completeness of the above balances included in these
financial statements could not be confirmed.

Management Response

Honourable Speaker, We acknowledge the auditor’s finding and the following actions have been
taken to improve the situation. The errors have been corrected to ensure accurate financial
reporting. The adjustment after recalculation have been reported as prior year adjustment as
opening balances in the Financial Statement for FY 2023-24 see annex |. The errors arose due to
failure to record transactions properly, omissions from the financial statements and Mathematical
mistakes, errors in calculations and computations made in the preparation of the financial
statements. The management notes that these mistakes can impact the accuracy of the reported
figures and need to be rectified to present the financial statements correctly.

Committee Observations

1. The Committee noted that the financial statements contained material inaccuracies and
inconsistencies, including unreconciled variances in cash balances, duplicated disclosures,
mismatched totals across key statements (Statement of Financial Position, Statement of
Financial Performance, and Cash Flow Statement), and misalignment between the
statements and the accompanying notes. These anomalies significantly compromised the
accuracy, completeness, and reliability of the financial statements, thus violating the
provisions of Section 81(3) and 164(1) of the Public Finance Management Act, 2012, as
well as Section 150 of the Public Finance Management (County Governments)
Regulations, 2015, which mandate the preparation of financial statements in formats
prescribed by the Public Sector Accounting Standards Board (PSASB)

2. At the time of the Committee’s deliberations, the management had not resolved the issues
raised, and the financial statements remained materially misstated.

Committee Recommendations

1. That in future, the Accounting Officer must strictly comply with Sections 81(3) and 164(1)
of the PFM Act, 2012, and Section 150 of the PFM Regulations (County Governments),
2015, by ensuring timely, accurate, and standardized preparation of financial statements in
accordance with PSASB guidelines.
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2. The matter is resolved.
3.2 Variances Between Financial Statements and the Supporting Schedules

COMPONENT FIANCIAL SCHEDULES VARAINCE
(KSH) (KSH)
Revenue from Rent of Facilities 50,000 60,000 (10,000)
Employee Costs 690,200 1,211,200 (521,000)
Repair and Maintenance 426,141 338,141 88,000
Receivables from Exchange | 421,500 512,400 (90,000)
Transactions
General Expenses 1,508,191 1,094,902 413,289
Cash and Cash Equivalents 1,312,264 1,345,084 (32,820)
Inventories 3,837,035 0 3,837,035
Trade and Other Payables 4,386,332 3,893,332 493,000

Management Response

Honourable Speaker, We acknowledge the auditor’s finding and the following actions have been
taken to improve the situation. These variances have been corrected to ensure congruence between
Financial Statements and the Supporting Schedules. The adjustment after corrections have been
reported as prior year adjustment as opening balances in the Financial Statement for FY 2023-24,
See annex |. The Variances arose due to misclassification of revenue and non-adherence to accrual
basis of financial reporting in the preparation of the financial statements. The management notes
that these variances can impact the accuracy of the reported figures and need to be rectified to
present the financial statements correctly.

Committee Observations

1) That there were notable variances between figures reported in the financial statements and
those reflected in the supporting schedules. These included differences in revenue from
rent of facilities, employee costs, repair and maintenance, receivables, general expenses,
cash and cash equivalents, inventories, and trade and other payables. Although
management acknowledged the discrepancies and claimed to have made corrections in
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subsequent financial statements, the annexes provided did not adequately address or
reconcile the identified variances.

2) That the unresolved discrepancies indicate weaknesses in the maintenance of proper
accounting records, contrary to Regulation 150 of the Public Finance Management (County
Governments) Regulations, 2015,

3) That the failure to reconcile figures in the financial statements with those in the supporting
schedules further constitutes non-compliance with Section 164(1) of the Public Finance
Management Act, 2012.

Committee Recommendations

1. That the Accounting Officer must, going forward, ensure strict adherence to Section 164(1)
of the Public Finance Management Act, 2012, and Regulation 150 of the Public Finance
Management (County Governments) Regulations, 2015, by maintaining proper accounting
records and ensuring that all figures in the financial statements are fully supported by
reconciled and accurate schedules.

2. The matter is resolved.

4.0 Employee Costs

Honourable Speaker, The statement of financial performance reflects employee’s costs amount
of Kshs 690,200 as indicated in Note 16 to the financial statements. Review of the records
provided for audit revealed the following unsatisfactory issues;

4.1 Underpayment of Casuals Employees

Included in the amount is an expenditure of Kshs. 690,200 relates to the money paid to the casual
workers engaged by the Hospital. Review of the documents availed for audit including the Muster
rolls and the payment vouchers revealed that the casuals were being underpaid with some even
receiving a monthly pay of Kshs. 7,300 per month against the minimum wage rate of Kshs. 13,572
for the general casuals as per the Regulations of Wages (General) (Amendment Order), 2022.

4.2 Undisclosed In-Kind Contributions from County Government.

Review of the staff records revealed that a total of Sixty 60 hospital employees who are on
permanent and pensionable basis and contract were paid their salaries directly from the County
Government. However, the amount of salaries paid was not included in the Hospital’s financial
statements as in-kind contributions from the County Government.

Further, the management did not provide supporting documents including the monthly payrolls,
employees’ ethnicity, personnel files, list of employees recruited during the year and those who
exited during the year.
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4.3 Failure to disclose Accounts Payables
Note 34 to the financial statements includes an amount of Kshs 493,000 under payables due to
employees which was not disclosed in the statement of the financial performance.

3.4 Undisclosed Grants from Donors and Development Partners

Review of the staff list revealed that a total of fifteen (15) member of staff were being paid by a
non-governmental organization (donor) by the name Center for International Health Education and
Bio security Kenya. However, monthly payrolls and the actual amount paid as salaries were not
disclosed and no amount was disclosed in the financial statements as grants from donors and
development partners.

In the circumstances, the accuracy and completeness of the employee’s costs amount of Kshs
690,200 could not be confirmed.

Management Response

Honourable Speaker, we acknowledge the auditor’s finding and the following actions have been
taken to improve the situation. Casual Workers are now being hired on piece rated or time rated
jobs and the wages adjusted. yearly in accordance with the Minimum wage guidelines issued by
the Government from time to time and due care will be taken to avoid hiring the same casual
workers repeatedly to avoid breaching existing Labour Laws on the same. There will be
progressive budget adjustment to allow casual salaries to the minimum wage rate of Kshs. 13,572
for the general casuals as per the minimum wage guidelines.

The management has written to the County Government Directorate of Human Resource and
Development Partner(CIHEB) through the Chief Officer Health requesting for the supporting
documents including the monthly payrolls, employees’ ethnicity, personnel files, list of employees
recruited during the year and those who exited during the year and the actual amount paid by the
county government and CIHEB as on behalf of the hospital as salaries, this is to be indicated in
the financial statement of FY 2023-24 as adjustment from previous financial year as opening
balances, See annexes i, ii, iii, as In-Kind Contributions from County Government and
development partner. The Hospital management has disclosed Accounts payables, casual wages
pending bills, under Casual salaries for the pending wages in the financial statement of FY 2023-
24 as adjustment from previous financial year as opening balances, see Annex I.

Committee Observations

1. That Management provided satisfactory responses and corrective actions to all issues
raised under employee costs;

2. Supporting annexes were submitted and necessary adjustments reflected in the
subsequent year’s financial statements.
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Committee Recommendation
That the matter is resolved.

5.0 Cash and Cash Equivalents

Honourable Speaker, the statements of financial position as disclosed in note 27 to the financial
statements, reflects a cash and cash equivalents balance of Kshs 1,312,264. Review of documents
provided for audit including the cash books and bank statements revealed the following anomalies.

5.1 Unsupported Balances
Although the Entity has an M-pesa Utility account utility account the balance was not reported or
disclosed in the financial statement.

Further, the board of survey was not conducted as at the end of the financial year. In addition, the
cash book was not adequately inspected by a senior officer and management did not provide the
authority to open the bank account.

5.2 Unsupported Bank Charges

Review of the bank statements revealed that the facility incurred bank charges amounting to Kshs.
27,486 which have not been recorded in the cashbook with respective payment vouchers. The
expenditure was therefore being understated

In the circumstances, the accuracy and completeness of the cash and cash equivalents
balances of Kshs 1,312,264 could not be confirmed.

Management response

Honourable Speaker, we acknowledge the auditor’s finding and the following actions have been
taken to improve the situation. The management has adopted a standard operating procedure for
Revenue management mandating the head of accounts to monthly prepare and submit to the
accounting officer bank reconciliation statement detailing comparison of the cash balance on a
Hospital's Cash book to the corresponding amount the Hospital’s bank statement, with notes
reconciling the two accounts And discrepancies investigation reports with action taken clearly
noted i.e. updating the relevant cash books. See Annex IV

The management has disclosed the M-pesa utility account balance as at the close of the financial
year 301" June,2023, see annex v, and reported the same in the financial statements of FY 2023-24
as prior year adjustments, further the management has since to downloaded and filed all monthly
M-pesa statement for reconciliation of accounts, see Annex VI

The hospital Management has appointed members of board of survey who routinely conduct a
survey to confirm the balances at the close of each financial year as stipulated in law. See annex
vii
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The Management has provided the payment vouchers for bank charges as per regulations on
general expenses and See Annex VIII

Committee Observations

The Committee noted that, at the time of the audit review, the cash and cash equivalents balance
was inaccurately stated due to several issues, including:

Omission of the M-pesa Utility Account balance from the financial statements;
Failure to conduct a Board of Survey to verify year-end cash balances;
Lack of inspection and certification of the cashbook by a senior officer, and absence of
authority documentation for the operational bank account;
4. Unrecorded and unsupported bank charges, resulting in understatement of expenditure.

However, during the Committee's deliberations, management provided satisfactory explanations
and evidence of corrective action, including:

1. Disclosure and correction of previously omitted or misstated balances in the FY
2023/2024 financial statements as prior year adjustments;

2. Submission of relevant supporting documentation and annexes, which were reviewed and
found to be in order.

Committee Recommendations
That the matter is resolved.

5.3. Direct Expensing of Imprests

Honourable Speaker, the statement of financial performance reflects total expenses amount of
Kshs 6,219,583. Review of the cashbook revealed that Imprests amounting to Kshs. 847,977 were
directly expensed in the cashbook instead of recording as a contra entry and expensing after the
Imprest holder has accounted for the funds

In the circumstances, the classification and accuracy of expenditure of Kshs 847,977 could not be
confirmed.

Management Response

Honourable Speaker, We acknowledge the auditor’s finding and the following actions have been
taken to improve the situation. 1.The Management has published and made available policy and
standard operating procedure on Imprest management, outlined are the tenets of the
communication; -see annex ix for complete adopted policy document.
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The accounting Officer shall ensure before issuing temporary Imprests that;(a) the main objective
of the journey cannot be achieved by other cheaper means;(b)the applicant has no outstanding
Imprests;(c) the applicant Imprest has been recorded in the Imprest register including the amount
applied for; and(d) that adequate funds are available against the relevant items of expenditure to
meet the proposed expenditure And that a holder of a temporary Imprest shall account or surrender
the Imprest within seven (7) working days after returning to duty station. The management has
henceforth adopted proper accounting procedures for Imprest management including recording
Imprests as a contra entry and expensing after the Imprest holder has accounted for the funds in
the cash book.

Committee Observations
The Committee observed that:

1. Despite the development of a Standard Operating Procedure (SOP) on imprest
management, management did not provide evidence to demonstrate that the imprests
totaling Kshs. 847,977 were accounted for in accordance with the prescribed procedures;

2. The practice of directly expensing imprests in the cashbook without proper accountability
compromised the integrity of expenditure reporting;

3. The action of the management violated Regulations 91 to 94 of the Public Finance
Management (County Governments) Regulations, 2015, which outline the procedures and
responsibilities for imprest issuance, recording, and accountability.

Committee Recommendations

1. That within 30 days of the adoption of this report, management should disclose the
recipient(s) of the imprest amounting to Kshs. 847,977 and confirm whether the amount
has been fully accounted for;

2. That the matter remains unresolved.

6.0 Undisclosed Intangible Asset

Honourable Speaker, the statement of financial position reflects a nil balance for intangible assets.
However, review of the Hospitals operations revealed that there was an operating system which
was used for Hospitals’ operations. Although management indicated that the system was acquired
in 2018 at cost of 350,000 no other details were provided including the contract and service level
agreement with the vender. Further, the net book value and the amortization charges were not
disclosed in the financial statement.

In the circumstances, the accuracy and completeness of the nil intangible assets amount could not
be ascertained
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Management Response

Honourable Speaker, we acknowledge the auditor’s findings and the following actions have been
taken to improve the situation. The fun soft system operating system, that was being used by the
hospital during the audit period was inherited from the national government and the transfer of
ownership of assets to county government is not yet completed and remains a key current Sector
Challenge as noted by the Council of Governors Technical Committee on Finance, Planning &
Economic Affairs in their policy brief, however the management has launched a new more robust
and integrated Electronic Medical Records system, Kenya EMR 3.X as a grant from a development
partner of Kisumu County Government, this has tremendously improved efficiency in service
delivery rendering the old system obsolete. See website https://kenyahmis.org/kenyaemr-3-x-
content/.The omission was considered immaterial by the accounting team at the time of the
preparation of the financial statement for the subsequent financial year as the asset had been
rendered obsolete. The net book value has been updated as per the SOP.

Committee Observations

The Committee noted that the audit concern related to the omission of an intangible asset—an
operational system (Fun Soft)—from the financial statements, despite management
acknowledging its acquisition in 2018 at a cost of Kshs. 350,000.

The Committee however noted during review that:

1. The system was no longer in use, having been rendered obsolete by the adoption of a new
Electronic Medical Records system (Kenya EMR 3.X), funded by a development partner;

2. Management provided a reasonable explanation, citing the system’s obsolescence and
immateriality, and confirmed that appropriate adjustments were made in the FY 2023/2024
financial statements as prior year corrections;

3. Supporting documentation for the new system and its implementation was provided to the
Committee, and no further material risk was identified.

Committee Recommendations

1. That in future, the management should ensure that all intangible assets, whether acquired,
disposed, or rendered obsolete, are properly documented and fully disclosed in the financial
statements in accordance with applicable public sector accounting standards;

2. That the matter is resolved.

7.0. Non-Disclosure of Property, Plant and Equipment

The statement of financial position as disclosed in Note 31 to the financial statements reflects a nil
balance for property, plant and equipment. The hospital provided for audit a listing of assets with
all their assets including land, buildings, motor vehicles, medical equipment, general equipment
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and computers, plant equipment, medical furniture and general office furniture. However, the
following issues were noted

i.  There were no values assigned to the assets in the asset register and the assets did not
have ownership documents,

ii.  The three (3) Motor vehicles listed in the Hospital Asset register were two ambulances
belonging to the County Government of Kisumu and Ministry of Health and a
Motorcycle belonging to the Ministry of Health. There was no transfer documents by
the various Government agencies to ascertain the usage of the vehicles in the Hospital.

iii.  The land the Hospital sits on which is approximately 6ha does not have title deed,
further, no valuation report for the assets was provided for audit verification.

In the circumstances, the accuracy, completeness and ownership of the nil property, plant and
equipment could not confirm.

Management Response

Honourable Speaker, we acknowledge the auditor’s findings and the following actions have been
taken to improve the situation. 1. The facility is in the process of valuing assets, the management
has appointed the risk management committee, also Asset/Liability Committee (ALCO) see annex
X, Xi, committee has listed all the asset into the asset listing register, provided to the auditing team,
now into the next phase of coding and valuation, the committee has requested for assistance in
valuation of the Hospital Assets to ensure that all the hospital assets are valued and the balances
disclosed in the financial statements. See annex xii. In the meantime, the management continues
to adopt strategies to raise own source revenue through Facility Improvement Financing to allocate
for valuation.

Committee Observations

The Committee noted that the Hospital's financial statements disclosed a nil balance under
Property, Plant and Equipment (PPE), despite the existence of a comprehensive asset register
listing various assets such as land, buildings, medical equipment, and vehicles. This omission
raised concerns regarding the accuracy and completeness of the reported financial position.

Upon further review, the Committee observed that:

1. While an asset register was presented, no values had been assigned to the listed assets, and
there were no ownership documents, such as title deeds, logbooks, or transfer records, to
support their inclusion;

2. The three motor vehicles listed (two ambulances and a motorcycle) belonged to other
government entities (County Government of Kisumu and the Ministry of Health), and there
were no formal transfer documents to justify their inclusion as hospital assets;
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3. The hospital occupies approximately 6 hectares of land, but no title deed or supporting
valuation report was provided to confirm ownership or value;

4. Although the management has initiated efforts through the formation of an Asset and
Liability Committee (ALCO), and updated the asset register, the valuation and verification
of assets had not been completed as of the time of the Committee’s deliberations;

5. Consequently, the Hospital failed to fully comply with Section 81(2) of the Public Finance
Management Act, 2012, which requires accurate and transparent reporting of assets, and
Regulation 143(1) of the PFM (National Government) Regulations, 2015, which requires
financial statements to reflect properly valued assets and in accordance with prescribed
accounting standards.

Committee Recommendations

1. That the management expedite the process of asset verification, valuation, and
documentation of all Property, Plant and Equipment and ensure appropriately disclosure in
the financial statements;

2. That the matter remains unresolved and should be closely monitored in the next audit cycle
for full compliance and implementation.

3. That the matter is unresolved

8.0 Variances in Trade and Other Payables

Honourable Speaker, the statement of financial position reflects trade and other payables balance
of Kshs 4,386,332 as disclosed on Note 34 to the financials statement. The balance includes Kshs
970,112 owed to Kenya Medical Supplies Authority (KEMSA) while KEMSA records reflect
Kshs 965,008 resulting to an unexplained variance of Kshs 5,104.

In the circumstances, the accuracy, and completeness of the trade and other trade payables balance
of KS 4,386,332 could not be confirmed.

Management Response

Honourable Speaker, we acknowledge the auditor’s findings and the following actions have been
taken to improve the situation. The management by the time of the audit had erroneously omitted
an invoice from KEMSA that had been delivered late and further to aid reconciliation of accounts
payables to KEMSA, we have written a debt validation letter to KEMSA see annex xiii, reconciled
amounts posted in the financial statement of FY 2023-24 as adjustment from previous financial
year in the opening balances. See Annex I.

Committee Observations

That the matter has been sufficiently addressed.
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Committee Recommendations
The matter is resolved.

9.0. Unsupported Rendering of Service-Medical Service Income

Honourable Speaker, the statement of financial performance reflects medical services income
amount of Kshs 3,114,471 as disclosed in Note 11 to the financial statements. Review of the
revenue system data and bank statements to verify receipt of the funds for rendering of services-
medical income revealed a receipt of funds amounting to Kshs 6,145,721 resulting to unreconciled
variance of KSH 3,031,250

In the circumstances, the accuracy, and completeness of the medical services income amount of
Kshs 3,114,471 could not be confirmed.

Management Response

Honourable Speaker, we acknowledge the auditor’s finding and the Following action will be taken
to improve the situation. The management has reclassified the revenue correctly as stated in the
chart of accounts. The revenue of Kshs 3,031,250 has been reclassified under miscellaneous
income- Insurance Recoveries., this is revenue from receipts of reimbursements from NHIF. The
adjustments have been posted in the financial statement for FY 2023/2024 as opening balances for
previous year. See Annex IXI

Committee Observations

1. The Committee observed that the amount of Kshs 3,114,471 reported as medical services
income did not reflect the total receipts recorded in the bank and revenue systems, which
amounted to Kshs 6,145,721 — resulting in a variance of Kshs 3,031,250, which
management attributed to NHIF reimbursements that had been initially misclassified as
medical services income.

2. At the time of the Committee’s deliberation, management had already reclassified the
NHIF reimbursements under “Miscellaneous Income — Insurance Recoveries” and
reflected the correction in the opening balances of the FY 2023/2024 financial statements,
in line with the Chart of Accounts.

Committee Recommendations
The matter is resolved.

10.0 Inadequately supported Medical Services Income

Honourable Speaker, the statement of financial performance reflects total revenue of Kshs
8,507,583 which includes revenue from exchange transactions on rendering of services-medical
services income of amount Kshs 3,114,471.Review of the documents provided revealed that
Management did not have copies of receipts issued to the patient for the different services provided
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.In a addition, the banking slips were not supported by any collection receipts and therefore it was
not possible to ascertain whether the total collections were banked in the facility Improvement
Fund and How much was retained ,if any.

In the circumstances, the accuracy, and completeness of the rendering of services-medical service
income amount of Kshs 8,507.583 could not be confirmed.

Management Response

Honourable Speaker, we acknowledge the auditor’s finding and the Following action have been
taken to improve the situation. During the period of audit the management used FUNSOFT as
Electronic Medical Record, that generated receipts for services offered, the system generates
digital copies of all transactions thus the management did not print and retain all receipts issued to
patients for various services, revenue report for the period has been generated and provided for
verification, see annex xv The management has initiated the process of properly filling of all the
collection receipts with corresponding banking slips for all FIF funds after revenue surrender, by
5th each month. See Annex XVI.

Committee Observations

The Committee noted that management’s response was adequate, as revenue reports were
provided to support the banking slips, contrary to Regulation 64 of the Public Finance
Management (County Governments) Regulations, 2015, which requires preparation and
submission of revenue reports.

Committee Recommendations

1. That in future, supporting documents must be given to the auditors during the time of audit
upon request.
2. That the matter is resolved

11.0 Variances in Revenue from Rendering Services

Honourable Speaker, the statement of financial performance reflects KSHS 3,032,250 in respect
of miscellaneous income as disclosed in Note 14 to the financial statements. Included in the amount
is the National Health Insurance Fund Reimbursement of Kshs 3,017,033.

However, the National Health Insurance Fund records revealed an amount of Kshs 2,782,400 was
paid to the Hospital resulting to an unexplained variance of Kshs 234, 633.Furher, the same amount
has been reported as transfer from other Government entities thus double reporting it

In the circumstances, the accuracy, and completeness of the revenue from miscellaneous income
of Kshs 3,031,250 could not be confirmed.
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Management Response

Honourable Speaker, We have noted the auditor’s finding and the Following action have been
taken to improve the situation. The management has reclassified the revenue correctly as stated in
the chart of accounts the revenue of Kshs 3,031,250 has been reclassified under miscellaneous
income- Insurance Recoveries. See annex I. The management has provided bank statement for the
period see annex xvii that clearly shows receipts of funds remitted from NHIF of Kshs 3,017,033
as declared in the Audited financial statement for the period ended 30" June 2023 further the
management has written letters to the National Health Insurance Fund, now SHA on the
acknowledgement for Payment Received for the period ended 30™ June 2023 and credit note for
accounts payable for rendering medical services for the period up to transition to SHA. See Annex
XVIII

Committee Observations

1. The Committee noted a variance of Kshs 234,633 between the NHIF payment records and
the amount reported as miscellaneous income in the financial statements. This raised
questions about the accuracy and completeness of the reported revenue.

2. During the Committee deliberations, management explained the steps taken to correct the
misclassification and assured the Committee of their commitment to adhering to the Chart
of Accounts in future reporting.

3. In addition, management provided bank statements to support the reported amounts and
confirmed that they had initiated communication with NHIF (now SHA) to obtain payment
confirmations and credit notes for outstanding balances.

4. While these actions partially address the issue, the Committee the need for continued
reconciliation and verification to fully resolve the variance and prevent similar issues in
the future.

Committee Recommendations

1. That in future, the management must implement regular reconciliation and verification
procedures to ensure variances are promptly identified and resolved, thereby preventing
similar issues in the future.

2. The matter is resolved

13.0 Unconfirmed Inventory Balance

Honourable Speaker, the statement of financial position reflects inventory balance of Kshs
3,837,035 as disclosed in Note 30 to the financial statements. However, there was no evidence of
conducting the annual stock take to confirm the quantities, values and status of closing inventory
balances as at 30" JUNE 2023.
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In the circumstances, the accuracy, completeness and valuation of the inventory balance of Kshs
3,837,035 confirmed.

Management Response

Honourable Speaker, We acknowledge the auditor’s finding and the Following action have been
taken to improve the situation. The Accounting Officer has appointed members of board of survey
with mandate to conduct surveys quarterly and annually to confirm the balances at the close of
each quarter and financial year as stipulated in law. See annex xix. All Heads of Department have
been directed to conduct monthly, quarterly and annual stock take and document findings in the
Permanent Audit Files for the department. See Annex XX

Committee Observations

That there was no evidence of conducting the annual stock take to confirm the quantities, values
and status of closing inventory balances as at 30" JUNE 2023.

Committee Recommendations

That in future, the management must ensure that an annual stock take is conducted to confirm the
quantities, values and status of closing inventory balances as at 30" June, 2025

i.  The matter is resolved.

14.0. Non-compliance with the Financial Reporting Template
Review of the financial statements provided for audit revealed the following anomalies and
instances of non-compliance with the reporting template;

I.  The financial statements did not include the progress on the follow up to the auditor’s
recommendations;
ii.  The report of the medical superintendent has not been included in the table of contents
iii.  The profile of the board members did not indicate their ages, key qualifications, work
experiences and whether they are independent or alternative.
iv.  The profile of the board only indicates two members while the corporate governance
statement lists eight (8) members;
v.  Pages XIIII, X1V1,8,13,26,39 are blank
vi.  The financial statements have not been signed by the head of finance or any officer with
ICPAK numbers as required
vii.  The financial statements do not indicate the date when the financial statements were
approved by the board in page 4,
I.  Further the numbering of some items in the statement of financial performance differ with
the numbering in the notes to the
accounts as indicated below;
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No Item Statement of | Notes to the
Financial Financial
Performance Statements
1. | Medical/Clinical Costs 16 15
2. | Employee Costs 17 16
3. | BOM Expenses 18 17
4. | Depreciation and 19 18
Amortization
5. | Repairs and Maintenance 20 19
6. | Grants and Subsidies 21 20
7. | General Expenses 22 21

In the circumstances, the presentation and disclosures in the financial statements do not
comply with the accounting standards as prescribed by the public sector accounting standards

Management Response

Honourable Speaker, We acknowledge the auditor’s finding and the following action will be taken
to improve the situation. The management guarantees strict compliance with Financial Reporting
Template ensuring the Hospital’s Financial statements present fairly the financial position,
financial performance and cash flows of the Hospital including faithful representation of the effects
of transactions, other events and conditions in accordance with the definitions and recognition
criteria for assets, liabilities, revenue and expenses set out in IPSASs and the application of
IPSASs, with additional disclosures when necessary.

Committee Observation

That the Management failed to adhere to PSASB Reporting template contrary to Section 81(3) of
the PFM Act 2012, which requires that financial statements be prepared in a form that complies
with relevant accounting standards as prescribed by the Accounting Standards Board

Committee Recommendations

1. That going forward, the Management should adhere to Section 81(3) of the PFM Act
2012
2. The matter is unresolved.

15. 0 Irregularities in the Procurement of Medical/Clinical Costs
The statement of financial performance reflects medical/clinical costs of Kshs. 3,554,051 as
disclosed in Note 15 to the Financial Statements. Review of the payment records and vouchers
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revealed that the Management procured goods directly by issuing Local Purchase Orders to
suppliers without following the procurement processes.

Further, during the year under review the management did not develop an annual procurement plan
which is aligned to the annual approved budget. This is contrary to section106 of the Public
Procurement and Asset Disposal Act, 2025 on prequalified listing of suppliers.

In the circumstances, management was in breach of the laws and value for money on the
procurement could not confirmed

Management Response

Honourable Speaker, We acknowledge the auditor’s finding. However the following action will
be taken as precautionl.The management during the period of audit used Contractual Framework
and request for quotations, for most procurements, the hospital used prequalified listing of
suppliers done at Kisumu County Referral Hospital, however Direct Procurement was used for
procuring medical/clinical cost majorly pharmaceuticals and non-pharmaceuticals from Kenya
Medical Supplies Agency (KEMSA) and Mission for Essential Drugs and Supplies (MEDS)
,national government SAGA and faith based institutions respectively because of their favorable
prices and quick delivery of products and a good credit facility to county government entities. The
Hospital management further commits to adhere strictly to the Public Procurement and Asset
Disposal Act, 2015 Section 103. (1) On of Use direct procurement as allowed under sub- section
(2) as long as the purpose is not to avoid competition and Section 103. (2) That spells out the five
(5) conditions under which direct procurement may be used.

The management also commits to adhere to Public Procurement and Asset Disposal Regulation,
2020 Regulation 90. (1) which dictates in addition to direct procurement requirements set out
under Section103 of the Act, that— a procuring entity shall conduct procurement using the direct
procurement method subject to threshold matrix set out in the Second Schedule; The management
is in the process of development of an annual procurement plan which is aligned to the annual
approved budget yearly in compliance with the regulations on Public Finance Management.

Committee Observations

1. That the Management asserts that direct procurement method was used only to acquire
pharmaceutical and non-pharmaceuticals purchased from KEMSA, MEDS, SAGA and
faith Based organization. However, this does not exempt them from complying with the
law on procurement

2. That the Management contravened Public Procurement and Asset Disposal Act, 2015, and
its associated regulations, specifically, Section 87 of the Act which outlines the procedures
for procurement by a request for quotations, which includes placing purchase orders.
Further, that the Management did not develop an annual procurement plan which is aligned

Disclaimers: The electronic version of the Official Hansard Report is for information purposes only. A
Certified Version of this report can be obtained from the Hansard Editor Page 23



County Assembly of Kisumu Hansard Database Wednesday 06" August, 2025

to the annual approved budget, contrary to section106 of the Public Procurement and Asset
Disposal Act, 2025 on prequalified listing of suppliers
3. The matter is not addressed.

Committee Recommendations

1. That going forward, the Management should adhere to Sections 87 and 106 of the Public
Procurement and Asset Disposal Act, 2015
2. The matter is resolved.

16.0 Lack of Appointment Letters for the Board Members

Honourable Speaker, a review of the Board records including the Kenya gazette notices revealed
that on 11th October 2019 seven (7) members were gazette and appointed to the Board of
Management of the hospital. However, the appointment letters for the board members indicating
the terms of engagement were not availed for audit for audit verification. An enquiry from the
management revealed the members were not issued with appointment letters. Management is
therefore in contravention of section 16 of Kisumu County Health Facilities Improvement Fund
Act of 2021 which requires that each board member be formally appointed to the board through
gazette notice and thereafter an appointment letter.

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

Honourable Speaker, We acknowledge the auditor’s finding and the Following action will be taken
to improve the situation. The Appointing authority has ensured that the Board membership of the
Hospitals are within guidelines of the County Health Facilities Improvement Fund Act, 2021 and
that each appointed member has been issued with appointment letter. See Annex XXI

Committee Observations

That Committee notes that the matter has been satisfactorily responded to.
Committee Recommendation

The matter is resolved.

17.0 Uninhabitable staff houses

Honourable Speaker, physical verification of the Hospital’s property conducted at the time of audit
in April 2024 revealed that there are 20 staff houses, 16 of which were condemned by Public
Works and Public Health. The houses have asbestos roof and cracks making them inhabitable for
humans. The doctors on call have rented out houses far away from the facility making it difficult
to get to the hospital in time in case of emergency

In the circumstances, the safety of the patients and staff of the hospital is not guaranteed.
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Management Response

Honourable Speaker, We acknowledge the auditor’s finding and the Following action will be taken
to improve the situation. The management has written to Kisumu County department of
Infrastructure, Energy and Public Works requesting for a Survey of the buildings and plans for the
demolition as per the recommendations of the OAG and risks posed by the Uninhabitable staff
houses, the structures are set to be demolished and new structures put in place in the departmental
allocation in the Fourth County Integrated Development Plan, CIDP IV. The management
continues to seek alternative financing methods of constructing new Staff houses for health care
workers on call including PUBLIC PRIVATE PARTNERSHIPS. See Annex XXII

Committee Observations

1. That out of the 20 staff houses within the hospital premises, 16 had been condemned by
the Departments of Public Works and Public Health due to asbestos roofing and structural
cracks. The Committee further noted that doctors on call are currently residing in rented
houses located away from the facility.

2. That management has written to the Kisumu County Department of Infrastructure, Energy
and Public Works requesting a survey of the buildings and preparation of demolition plans.

Committee Recommendations

1. That the Department of Infrastructure, Energy and Public Works to fast-track the survey
and demolition of the 16 condemned staff houses.
2. That the matter is unresolved.

18.0 Deficiencies in implementation of Universal Health Care, UHC

Honourable Speaker, a review of Hospital records and interviews on verification of services
offered, equipment used and medical specialists in the Hospital at the time of audit revealed that
the Hospital did not meet the requirements of the Kenya Quality Model for health Policy guidelines
due to staff deficits by seventy-one, (71) staff requirements or 70% of the authorized
establishment.

Level 4 | In-Post in | Variance | Percentage Deficit
standard | Muhoroni
County
Hospital
Medical officers 16 2 14 88%
Anesthesiologists 2 0 2 100%
General surgeons 2 0 2 100%
Gynecologists 2 0 2 100%
Pediatrics 2 0 2 100%

Disclaimers: The electronic version of the Official Hansard Report is for information purposes only. A
Certified Version of this report can be obtained from the Hansard Editor Page 25



County Assembly of Kisumu Hansard Database Wednesday 06" August, 2025

Radiologists 2 0 2 100%
Kenya Registered 75 28 47 63%
Community Health

nurses

Total 101 30 71 70%

In addition, the Hospital lacked the necessary equipment and machine outlines in the Health Policy
Guidelines as detailed below;

Level 4 | Available | Varianc | Percentage (%)
Hospital | in e
standard | Muhoroni
County
Hospital
Bed Capacity 150 44 106 71
New Born Unit Incubators 5 5(unfuncti 0 100
onal)
Functional Intensive Care 6 0 6 100
Unit Beds
High Dependency Unit 6 0 6 100
Beds
Renal Unit with at least 5 5 0 5 100
Dialysis Machines
Two functional Operating 2 1(maternit 1 50
Theatres-Maternity  and y theatre)
General

Honourable Speaker, in addition, the Hospital was not offering basic services which includes
radiology, renal dialysis, mortuary and autopsy services and advance life support. 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.
Management Response

Honourable Speaker, We acknowledge the auditor’s finding and the Following action will be
taken to improve the situation. The Hospital and County Department of Medical Services, Public
Health and Sanitation management is engaged in work towards enhancing the hospital operations
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to achieving quality Health Care, the level 4 status was a Kisumu County Government aspiration
with the structuring of health care delivery to Primary Care Networks to have a Hub for each
PCN, that would be continually developed and upgraded to serve all the referral and health
challenges within each of the sub counties-PCN, in Muhoroni County Hospital, a theatre complex
has since been constructed and operational, a new anesthesia machine was delivered to the facility
within the same period, an X-ray room has been constructed and now only awaits procurement of
an x-ray unit and deployment of a radiographer, in the current financial year the hospital has been
allocated Kshs 5million for the phase one construction of state of the art mortuary to serve the
Muhoroni Sub-county primary care network. See Kisumu county budget FY 2024-2025.
https://www.kisumu.go.ke/

Committee Observation

Honourable Speaker, a review of Hospital records and interviews on verification of services
offered, equipment used and medical specialists in the Hospital at the time of audit revealed that
the Hospital did not meet the requirements of the Kenya Quality Model for health Policy guidelines
due to staff deficits by seventy-one, (71) staff requirements or 70% of the authorized
establishment.

Committee Recommendations

1. That budgetary allocation be provided in future budgets to ensure progressive
adherence to the requirements of the Kenya Quality Model for health Policy guidelines
2. That the matter is unresolved.

19.0 Non-compliance with Biomedical Waste Management

Honourable Speaker, a review of the operations at the facility revealed that non-hazardous Hospital
waste was accumulated at the burning chamber for more than a month due to lack of fuel. The
hazardous biomedical waste is accumulated and transported to Kisumu level 5 Hospital for
disposal. However, there was no evidence that Management had complied with NEMA Waste
Management Regulations, 2006 on biomedical waste management on taking all practical steps to
ensure that waste is managed in a manner which will protect human health and the environment
against the adverse effects which may result from the waste.

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

Honourable Speaker, we acknowledge the auditor’s finding and the Following action will be taken
to improve the situation. The management has since disposed of the waste as per the regulations,
with plans to acquire an incinerator at the Hospital. This was included in the THIRD KISUMU
COUNTY INTEGRATED DEVELOPMENT PLAN (2023-2027) see
https://www.kisumu.go.ke/download/kisumu-cidp-iii-2023-2027/
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Further the Hospital management commits to adhere to Standards for Biomedical Waste disposal
sites and with Regulation 36 to 47 on NEMA waste management Regulations, 2006 that prohibits
entities from operating a biomedical waste disposal site unless such site complies with the
requirements set out in the Third and Tenth Schedule to the Regulations, this mandate has been
given to the appointed Infection Prevention Committee, a committee of the Hospital Management
Team. See Annex XXIII

Committee Observations

1. That there was no evidence that the Management had complied with NEMA Waste
Management Regulations, 2006 on biomedical waste management on taking all practical
steps to ensure that waste is managed in a manner which will protect human health and the
environment against the adverse effects which may result from the waste, during the time
of audit

2. As at the time of committee deliberations, the same had been provided.

Committee Recommendation
That the matter is resolved

20.0 Failure to Transfer Revenue to the County Revenue Fund Account

Honourable Speaker, the statement of financial performance reflects rendering services-medical
services income of Kshs 3,114,471 as disclosed in Note 11 to the financial statements. However,
the amount was not transferred to the county Revenue Fund Account for approval by the Controller
of Budget before withdrawal. This was contrary to Regulation 81(1-3) of Public Finance and
Management (County Government) Regulations, 2015 which states that a receiver of revenue shall
promptly deposit into the County Exchequer account all receipts due to the County Revenue Fund.

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

Honourable Speaker, We disagree with the auditor’s finding. The management retained funds as
per The Public Finance Management Act 2012 Cap 109 (2) granting the County Treasury for each
county government exemption from payment into that Fund because of a provision of this Act or
another Act of Parliament, and is payable into another county public fund established for a specific
purpose; (b) may, in accordance with other legislation, this Act or County legislation, be retained
by the county government entity which received it for the purposes of defraying its expenses; or
(c) is reasonably excluded by an Act of Parliament as provided in Article 207 of the Constitution.
Per The Kisumu County Health Facilities Improvement Fund Act, 2021 Part Il which Exempts the
revenues received or receivable into the Fund or into any bank account opened pursuant to the Act
from the requirement that it be deposited in the County Revenue Fund in accordance with the

Disclaimers: The electronic version of the Official Hansard Report is for information purposes only. A
Certified Version of this report can be obtained from the Hansard Editor Page 28



County Assembly of Kisumu Hansard Database Wednesday 06" August, 2025

Public Finance Management Act. See Kisumu County FIF Act 2021, Part Il 6. Exemption of the
Fund.

Committee Observation

That the Committee notes that the management’s response was adequate
Committee Recommendation

The matter is resolved.

21.0 Lack of Quarterly Revenue Reports

Honourable Speaker, the statement of financial performance reflects an amount of KSH 3,114,471
in relation to the rendering of services-medical services income as disclosed in Note 11 to the
financial statements. However, the Hospital did not provide evidence to show that reports were
prepared and submitted the same to the County Treasury with a copy to the Auditor General as per
the requirements of Regulations, 2015 which requires the Accounting Officer or receiver of
revenue or collector of revenue to prepare a quarterly report not later than the 15" day after the
end of the quarter.

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

Honourable Speaker, We noted the auditor’s finding however the Following actions has been taken
to improve the situation. The Hospital management routinely surrenders to the county treasury and
more recently to the county revenue board monthly and quarterly revenue reports as per the
requirements of the Regulations of Public Finance Management Act.

Committee Observations

1. Thatthe Committee notes that the Management asserts that it has been submitting quarterly
reports recently to the Revenue Board but did not provide evidence to confirm submission
of reports, contrary to Regulation 166(5) of the PFM (County Governments) Regulations,
2015 which requires the Accounting Officer or receiver of revenue or collector of revenue
to prepare a quarterly report not later than the 15" day after the end of the quarter

2. The matter is not addressed.

Committee Recommendations

1. That going forward, the Management should adhere to Regulation 166(5) of the Public
Finance Management (County Governments) Regulations, 2015
2. The matter is unresolved.
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22.0 Lack of Risk Management Policy

Honourable Speaker, during the year under review, the Hospital operated without a documented
risk management policy framework. In addition, there was no evidence of risk identification, risk
assessment and evaluation of likelihood of risk occurrence and its impact on entities’ operation.

In the circumstances, the effectiveness of risk management systems at the Hospital could not be
confirmed.

Management Response

Honourable Speaker, We acknowledge the auditor’s finding and the Following action will be taken
to improve the situation. The management is in the process of developing a risk management
strategy, including fraud prevention mechanism and a system of risk Management and internal
controls that builds robust Hospital operations, further management has appointed the risk
management committee, also Asset/Liability Committee (ALCO) see annex X to spearhead this
process.

Committee Observations

That the Management was in breach of PFM Act 2012 on establishment of effective internal
control systems and Public Sector Risk Management Guidelines on development of risk
management policies

Committee Recommendations

1. Thatthe Accounting Officer immediately FastTrack the development of a risk management
strategy, including fraud prevention mechanism and a system of risk Management and
internal controls that builds robust Hospital operations

2. The matter is not resolved.

23.0 Weakness in Information Technology System

Honourable Speaker, a review of the operations at the hospital revealed that it had a standalone
information system that is not integrated to the different departments including the laboratory,
pharmacy among others. The system is used for billing and generating reports, which are fed
manually into the system from the different departments. The Hospital does not have internet
connectivity to assist in the operations of the hospital.

In the circumstances, the effectiveness of the information technology systems in the facility could
not be confirmed.

Management Response

Honourable Speaker, we acknowledge the auditor’s finding and the Following action has been
taken to improve the situation. The management has launched a new more robust and integrated
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Electronic Medical Records system, Kenya EMR 3.X as a grant from a development partner of
Kisumu County Government, this has tremendously improved efficiency in service delivery
rendering the old system obsolete. See website https://kenyahmis.org/kenyaemr-3-x-content/ it is
integrated to all the departments for easier. Coordination of patients’ information and billing with
internet connectivity across all departments in pursuit of digitalization.

Committee Observations

The Committee noted that the matter was sufficiently addressed
Committee Recommendation

The matter is resolved.

24.0 Encroachment of Hospital Land

Honourable Speaker, a review of the allotment letter from the then Municipal Council of Muhoroni
revealed that the hospital sits on land of approximately six (6) hectares. Physical inspection of the
facility revealed that part of the land has been encroached and efforts towards recovery of the
encroached land as per various correspondences have been in vain. A letter from the Hospital
through the department of health, County Government of Kisumu to the village administrator dated
13 January 2021 states that there was a gazette notice of fraudulent land allocation on 15 January
2014 which led to encroachment of 2 plots in the facility land.

In the circumstances, the existence of effective internal controls on management of hospitals assets
could not be confirmed

Management Response

Honourable Speaker, we acknowledge the auditor’s finding and the following action will be taken
to improve the situation. The County Government of Kisumu has initiated efforts towards hastened
processing and issuance of title deeds to the hospitals and of finding resolutions of disputed plots
with goals of repossession. See Annex XXIV

Committee Observation

The Committee observed that encroachment on the hospital’s land remains unresolved despite
earlier correspondences and that no comprehensive list of encroachers has been provided. The
Committee further noted that management’s response did not outline specific actions taken or
timelines for recovery.
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Committee Recommendations

1. That the County Executive Committee Member for Lands, Physical Planning, Housing and
Urban Development to take immediate action to follow up on the encroachment of the
hospital’s land and ensure recovery of the two plots

2. That the County Executive Committee Member for Lands, Physical Planning, Housing and
Urban Development immediately fast-track the processing and issuance of the hospital’s
title deed.

3. The matter is not resolved.

25.0 Inadequate Revenue Safeguards and Controls

Honourable Speaker, the statement of financial performance reflects Kshs 3,114,471 in relation to
the rendering of services-medical services income as disclosed in Note 11 to the Financials
Statements. However, it was noted that there was no segregation of duties in revenue collection
because the same person receives revenue, issues receipts and carries out the banking of revenue.
This is contrary to Regulations 63(1(a)) of the Public Finance Management (County Government)
Regulations, 2015 which states that and accounting officer and a receiver of revenue are personally
responsible for ensuring that (a) adequate safeguards exists and are applied for the prompt
collection and proper accounting for, all county government revenue and other public moneys
relating to their county departments or agencies.

In the circumstances, the existence of the effective controls on revenue management could not be
confirmed

Management Response

We acknowledge the auditor’s finding and the following action will be taken to improve the
situation. The accounting officer has publicized, made available and distributed revenue
management policies and guidelines to all Heads of Departments and All Staff including (a)On
safeguards that exist for the prompt collection and proper accounting for, all county government
revenue and other public moneys relating to their departments; (b) measures, including legal action
taken to obtain payment;(c) Issuance of official receipts for all moneys paid to county government
See Annex XXV.

The management further guarantees to prepare and keep proper books of accounts including
receipts and pay slips and in strict adherence to the revenue management procedures set out in the
Public Finance Management (County Government) Regulations.

Chief Officer finance to deploy a certified Public Accountant and Procurement Supplies Chain
Officer to Muhoroni County Hospital, see Annex XXVI
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Committee Observations

Honourable Speaker, the Committee noted that there was no segregation of duties in revenue
collection at the Hospital, as the same officer was responsible for receiving revenue, issuing
receipts, and banking funds. This contravenes Regulation 63(1)(a) of the Public Finance
Management (County Government) Regulations, 2015, which requires that adequate safeguards
exist for the prompt collection and proper accounting of all county government revenue.

Committee Recommendations

1. That going forward, Management must adhere to Regulation 63(1) (a) of the PFM (County
Government) Regulations, 2015 by ensuring proper segregation of duties in all revenue
collection processes.

2. That the matter is resolved.

FY 2023/2024 - BASIS FOR QUALIFIED OPINION
1.0 Cash and Cash Equivalents
Honourable Speaker, the statement of financial position reflects a balance of Kshs.2,607,934 in
respect of cash and cash equivalent as disclosed in Note 27 to the financial statement. Included in
the balance is M-pesa amount of Kshs.339,940. However, review of the M-pesa statement reflects
a nil balance, resulting to unexplained variance of Kshs.339,940.

In the circumstance, the accuracy of cash and cash equivalent balance of Kshs.2,607,934 could not
be confirmed

Management Response

Honourable Speaker, The management acknowledges the inaccuracy flagged by the OAG on
financial statements Cash and cash equivalents. This error arose during transfer of excel workbook
of the statement into the word document reporting template. The Hospital M-pesa Utility statement
reflected a nil balance as at 30-06-2024 0000HRS see annex i. M-pesa statement for the month of
June 2024.

Committee Observation

That as at the time of committee deliberations, the management had revised the financial
statements to reconcile the variance

Committee Recommendation

That the matter is resolved
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2.0 Non-Disclosure of Property, Plant and Equipment

Honourable Speaker, a review of the allotment letter from the defunct Town Council of Muhoroni
revealed that thee Hospital sits on land measuring approximately six (6) hectares and that part of
the land has been encroached by squatters. However, the land does not have a title deed and there
IS no documentary evidence to show effort to obtain ownership documents.

Further, Management did not maintain standard assets register with details such as asset
description, depreciation rate, annual depreciation, accumulated depreciation and net book value.
In addition, the financial statements under the significant accounting policies did not disclose a
policy on depreciation and rates applied.

Management Response
Management has initiated the process of doing valuation of assets and obtaining title deeds
Committee Observation

That the absence of title documents exposes the hospital’s land to ownership disputes and further
encroachment. The lack of a complete and standardized asset register contravenes public sector
asset management best practices and limits effective control, monitoring, and safeguarding of the
hospital’s assets.

Committee recommendations

1. That the Committee on Implementation provides a status update on the acquisition of the
hospital’s title deed as there is an existing House Resolution on the matter.
2. That the matter is unresolved

3.0 Unresolved prior year matter

Honourable Speaker, in the audit report of the previous year, 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.
However, Management had not resolved the issues or given any explanation on follow- up standard
procedures detailing responsibilities and time frame for implementation of the recommendations

Management Response

Honourable Speaker, the management has noted the OAG request for the progress report of prior
year recommendations, however this was included in the Hospital Financial Statement for the year
under Appendices, see page 55 of the certificate: Appendix 1: Progress on Follow up of Auditor
Recommendations page 55-84, this progress report had further been discussed with Kisumu
County Assembly, Public Accounts And Investments Committee and the office of the Auditor
General. Further, the Hospital will continue to share periodically with the OAG and PIC/PAC on
progress of the recommendations that had future deadlines.
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Management Response
No response
Committee Observation

Honourable Speaker, in the audit report of the previous year, 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.
However, Management had not resolved the issues or given any explanation on follow- up standard
procedures detailing responsibilities and time frame for implementation of the recommendations

Committee Recommendations

1. That the management of the hospital immediately Fastrack the implementation of prior
year resolutions
2. That the matter is unresolved

4.0 Deficiencies in Implementation of Universal Health Coverage (UHC)

Honourable Speaker, a review of Hospital records and interviews with the Management revealed
that the Hospital had two (2) medical officers against the required sixteen number of sixteen (16),
zero (0) anesthesiologist, general surgeons, gynecologist, pediatrics and radiologist against the
required number of two (2) for each category. Further, the Hospital has twenty-six (26) Kenya
Registered Community Health Nurses against the required number of seventy-five (75)

Management has started the process of implementing the UHC.
Management Response

Management has started the process of implementing the UHC
Committee Observations

Honourable Speaker, the Committee observed that the hospital operates with severe human
resource deficits in key medical specializations, far below the approved staffing establishment for
a Level 4 facility. This shortage limits the hospital’s capacity to provide comprehensive healthcare
services and undermines the attainment of the Universal Health Coverage (UHC) objectives as
envisaged in Article 43(1) of the Constitution of Kenya, 2010. While management has indicated
that the process of implementation has begun, no concrete timelines, staffing plans, or budgetary
provisions were provided to demonstrate measurable progress
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Committee Recommendations

1. That the County Executive Committee Member for Health, in collaboration with the
hospital’s management, should develop and implement a phased staffing plan to
progressively meet the personnel requirements under the Kenya Quality Model for Health.

2. That budgetary allocation should be provided in subsequent financial years to facilitate
recruitment and deployment of specialized medical officers and nurses. Progress on
implementation should be monitored and reported quarterly

5.0 Failure to Establish an Audit Committee and Operationalize Internal Audit Function

Honourable Speaker, during the year under review, the Hospital Board failed to established an
Audit Committee and an independent internal audit function contrary to Section 155 of the Public
Finance Management Act, 2012 which provides for the establishment of the internal audit function.

Management Response

Management yet to establish the audit unit
Committee Observation

That the absence of an Audit Committee and a fully functional internal audit unit contravened
Section 155 of the Public Finance Management Act, 2012, and weakened the hospital’s oversight
and accountability mechanisms. Without an internal audit function, weaknesses in internal
controls and compliance with laws and regulations may go undetected, exposing the facility to
operational, financial, and governance risks.

Committee Recommendations

1. Thatthe Accounting Officer should consider operationalizing an independent internal audit
function staffed with qualified personnel to provide continuous assurance on the adequacy
of internal controls, compliance, and risk management practices.

2. That the matter is unresolved

Conclusion

Honourable Speaker, | hereby request that this House adopts this report of the Public Accounts
and Investments Committee on the consideration of the Auditor General’s Report on the Financial
Statements of Muhoroni County Level IV Hospital for the year ended 30, June 2023 and 2024.
May I call upon Honourable Rakwach to second.

The Temporary Speaker (Hon. Careen, MCA Shaurimoyo): Yes Hon. Reuben Rakwach.

(Hon. Rakwach bowed to second)
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The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Honourable members, a
Motion on adoption of the report of the Select Committee on Public Investments and Accounts,
on the Examination of the Report of the Auditor General on the Financial Statements of Muhoroni
County Hospital for the Financial Years 2022/2023 and 2023/2024 has been presented and
seconded.

Honourable members, | now propose a question and | propose that the Motion on adoption of the
report of the Select Committee on Public Investments and Accounts on the Examination of the
Report of the Auditor General on the Financial Statements of Muhoroni Sub-County Hospital for
the Financial Years 2022/2023 and 2023/2024 is now open for debate.

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Yes, Honourable Joachim
Oketch.

Hon. Joachim (MCA, Kondele): Thank you Madam Speaker, | rise to support the report by the
Select Committee on Public Investments and Accounts, however, with some reservations. | have
heard something to do with the enumeration of the donor funded projects, that are domiciled within
the hospital.

This is a matter that we have always discussed in this House. For instance, you hear that the
hospital does not clearly outline some of these projects. Therefore Madam. Speaker, | believe that,
it is true that it is something that happens in this County without clear guidelines, of how these
donors funded projects should always be implemented.

Madam Speaker, the same thing happens and it was very clear during the budget making process,
where there is the opaque nature of how most of the projects are executed by the County
Government. They do not want to outline and that is why this House Committee is right in trying
to outline some of these areas.

Madam Speaker, the other issue of concern is that, | have heard which is very pertinent is the
payment of Casuals. These casuals are members of the public that comes from our respective
Wards and in this case, Muhoroni Sub-County.

Madam Speaker, in fact, they are the so-called locals, that are employed within the hospital and,
the way in which the hospital treats these casuals is not right. Their payments delay, some of them
go up to months without receiving their payments. This is one area that has been highlighted by
this House Committee. Therefore, our Sub-County Hospitals need to do something about this. The
main reason why we did pass Facility Improvement Financing Act (FIF) was to cushion and take
care of some of these key areas, because we did consent the hospital to collect this money and
spend it at source.

Madam Speaker, when you hear that the casuals are not being paid on time, I believe that is a very
serious issue. This implies that, we need to allocate more funds to these hospitals to ensure that
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these casuals are paid, and not just paid, but paid in accordance with the Law. We should adhere
to the Labour Laws, and even in the future, we have said that payments in these hospitals apart
from those to casuals should all be processed under the Integrated Personnel and Payroll Database
(IPPD), so that we can properly document all the payments made for this kind of work. Therefore,
| wish to support the report that has been presented by the Chairperson. Thank you very much,
Madam Speaker.

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Yes, Honourable James
Omollo.

Hon. Omollo (MCA, West Nyakach): Thank you Madam Speaker, going by the mood of the
House, may I call the mover to reply? Thank you. Madam Speaker.

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Honourable Kennedy
Ouko, you have been called upon to reply.

Hon. Ouko (MCA, West Kisumu): Thank you Madam Speaker. | am very much encouraged by
the response on the report. This is a document of the House and | am taking note of what
Honourable Joachim has stated.

Madam Speaker, there is a required template for reporting on financial matters, and many times,
most of these facilities have been concealing reports on donor funded projects, gifts, and similar
items. It is a legal requirement that nothing comes for free. In the event that you receive a donation,
you must report it clearly so that we can understand what their records indicate. It is from these
records that we assess the strengths and weaknesses of the hospital. Failure to do this amount to
an offense, which is punishable by law.

Therefore, Madam Speaker, we have always been guiding these hospitals, since they are now
procuring entities, to ensure that they report everything. It is evident from the report that, in the
following year, 2023/2024, they were able to report what had been given to them by the donors.
At least some improvement is seen.

Madam Speaker, we also have a problem with the lack of payment to hospital staff. In particular,
when hospital staff are not paid, the casuals are affected, and certain statutory deductions also go
unremitted. Imagine a situation where a County Government employee seeks treatment but he/she
unable to receive these services because those deductions have not been remitted—leaving aside
the salary payment itself. It is quite unfortunate. | believe that, this is where the relevant House
Committee such as the Departmental Committee on Labour and Social Welfare should take up this
matter and address these problems.

Madam Speaker, this is a matter that has been flagged by the office of the Auditor General. Once
they fail to act on it, and once we bring our reports here and the report is adopted, it becomes a
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property of the House. We do not follow up on anything after that. Therefore, it is upon the relevant
line Committees to take up what the office of the Auditor General has highlighted through the
Select Committee on Public Investments and Accounts (PIC/PAC) so that they can assist our
employees. Thank you, Madam Speaker. | am very encouraged by Members. | reply.

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Honourable members, now
that the Motion on adoption of the report of the Select Committee on Public Investments and
Accounts (PIC/PAC) on the Examination of the Report of the Auditor General on the Financial
Statement of Sub-Muhoroni County Hospital, for the Financial Years 2022/2023, and 2023/2024
has been presented, seconded, and debated, | want to put a question for the adoption of the same
report.

(Question put and agreed to)

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Honourable members, the
Motion on adoption of the report of the Select Committee on Public Investments and Accounts
(PIC/PAC) on the Examination of the Report of the Auditor General on the Financial Statement
of Sub-Muhoroni County Hospital, for the Financial Years 2022/2023, and 2023/2024 has been
adopted today, Wednesday, 06 August 2025 at 15:00 hours.

Consequently, I direct that the recommendation of this report and that of the House debate be
forwarded to the relevant department for action. Additionally, the Select committee on
Implementation to follow up on the implementation of the same. Thank you.

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Next order!!
ADJOURNMENT

The Temporary Speaker (Hon. Carren, MCA Kaloleni/Shaurimoyo): Honourable members,
please be upstanding. There being no any other business to transact, this Honourable House stands
adjourned until tomorrow, Thursday, 07 August 2025 at 02:30 p.m.

(House rose at 03:02 p.m.)
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