REPUBLIC OF KENYA

AG

OFFICE OF THE AUDITOR-GENERAL

Enhancing Accountability

AARAMDE,
REPUBLIC OF KENYA

REPORT

OF

THE AUDITOR-GENERAL

ON

DAGORETTI SUB-COUNTY HOSPITAL
MUTUINI

FOR THE YEAR ENDED
30 JUNE, 2025

COUNTY GOVERNMENT OF
NAIROBI CITY






Revised 30" June 2025

DAGORETTI SUB COUNTY HOSPITAL-MUTUINI
LEVEL 4

(Nairobi County Government)

ANNUAL REPORT AND FINAN CIAL STATEMENTS

FOR THE YEAR ENDED 30TH JUNE 2025

-_—

Prepared in accordance with the Accrual Basis of Accounting Method under the International Public Sector
Accounting Standards (IPSAS)



Dagoretti Sub County Hospital Mutuini (Nairobi County Government)
Annual Report and Financial Statements Jor The Year Ended 30" June 2025

Table of Contents

W

© 2 N o v oa

10.
11.
12.

14.
15:
16.
17.
18.
19.
20.

Acronyms & Glossary Of TerMS w.o...vo.cooooeecvieesoosoee oo 1i
Key Entity Information and DASDABEITICIIE. ..y 50550 55000 e 2138356455555 2 mmmm s one s iii
The Board Of MENAEEIMENL......ccvsssrssissseressvessssisessmsssssssssomsmsessoessee s oss st i1
KEY MARAEINBE TORL v oo rrsstasseosemesmrees s 8366oemnessemeeosesres o ttp st e lix
L i
Report of The Medical Superintendent................ocooooooooo ii
Statement of Performance Against Predetermined ODbJECLIVES ... 111
Corporate Governance Statement ............c..ooceocoieoooo v
Management Discussion and AT YIS e 68855860 e 8888 e st e XVi
Environmental And Sustainability Reporting..............coooooooommovoromoooo XVii
Report of The Board of Management.............cco..ooooooovcooooie iiiii
Statement of Board of Management’s Responsibilities.......cooooooooovvcoeeorvo iix
Report of the Independent Auditor (specify entity name)............ccooooooovoomrom ii
Statement of Financial Performance for The Year Ended 30 June 2025 2
Statement of Financial Position As At 30" June 2025 ..o 2
Statement of Changes in Net Asset for The Year Ended 30 June 2025 ..o 2
Statement of Cash Flows for The Year Ended 30 June 2025 oo 2
Statement of Comparison of Budget and Actual Amounts for Year Ended 30 Jun 2025 ... 2
Notes to the Financial Statements ..............cc.ceovomseomoso 2
APPERAICES oottt et oo 54



Dagor etti Sub County Hospital (Nairobi County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2025

1. Acronyms & Glossary of Terms

CSR
OSHA
PFMA
MED SUP

Fiduciary Management

Corporate Social Responsibility
Occupational Health & Safety Act
Public Financial Management Act
Medical Superintendent

Key management personnel who have financial responsibility in the

entity.

1
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2. Key Entity Information and Management

(a) Background information
Mutuini Dagoretti Sub County Hospital established and run under gazette notice number GK-008932
and is domiciled in Nairobi County under the Health Department. The hospital is governed by a Board

of Management.

(b) Principal Activities
The principal activity/mission/ mandate of the kospital is to offer quality health care to clients.
VISION; To be an institution with high quality health care which is accessible, equitable and
affordable.

1. et

MISSION; To provide integrated preventive, promotive and rehabilitative health care.
CORE VALUES;
-Transparency, Accountability and Integrity
-Respect of the Diversity of people
-Respect and value for all human life
-Professionalism with Ethical and Evidence Based Decision making
-Right to health care
-Corporate social responsibility
-Team work and cooperation
(¢) Key Management
The hospital’s management is under the following key organs:
- County department of health
- Board of Management
- Chief Executive Officer

- Hospital Management Team

1ii
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(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30" June 2025 and
who had direct fiduciary responsibility were:

1. ‘ I Frederick Obwanda
Chief Executive Officer
2 Pamela Amatta
3 Harold Wafula
4 Joyce Orege
5 Reuben Mbathi
Hospital Administrative Officer
6 Magdalene Mutune
Nursing Service Manager
7 Brian Bosire

v
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(©

Fiduciary Oversight Arrangements

- Clinical Research and Standards Committee

The Clinical Research Committee serves as a fiduciary oversight arrangement, ensuring
ethical governance, risk mitigation, and compliance in clinical trials and research initiatives.
- Audit committee

he Audit Committee provides fiduciary oversight through independent review of financial
reporting, internal controls, and compliance, safeguarding organizational integrity and
accountability

- Risk Committee

The Risk Committee oversees fiduciary responsibilities by identifying, assessing, and
mitigating risks, ensuring proactive management and protection of organizational assets and
interests.

- County Assembly

The County Assembly exercises fiduciary oversight through legislative scrutiny, budget
review, and accountability mechanisms, ensuring transparent governance and responsible
management of public resources.

- Parliamentary committees

Parliamentary Committees provide fiduciary oversight by conducting inquiries, reviewing
policies, and holding government accountable, ensuring transparency and responsible
stewardship of public funds and resources.

- Other oversight committees
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Key Entity Information and Management (continued)

(a)

(b)

©

(d)

(e)

®

Entity Headquarters

DAGORETTI SUB COUNTY HOSPITAL - MUTUINI,
P. O. Box 35247-00100

NAIROBI, KENYA

WAGARA ROAD.

Entity Contacts

Telephone: 0716960159
Email: dagoretthospital@yahoo.com

Entity Bankers
Kenya Commercial Bank Ltd

Independent Auditors

Auditor General

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

GPO 00100

Nairobi, Kenya

Principal Legal Adviser
The Attorney General
State Law Office
Harambee Avenue

P.O. Box 40112

City Square 00200
Nairobi, Kenya

County Attorney

P.O. Box. 30075-00100
NAIROBI
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3.

The Board of Management

Role: Board Chair

Qualifications: Bachelor of Medicine & Surgery
Master of Public Health

Work Experience: Medical Officer of Health, 25 years

Age: 59

Role: Vice Chair

Qualifications: Bachelor in Biblical Theology
Diploma in Biblical Theology

Work Experience: Programme Director,22 years

Age:50

Role: Member

Qualifications: Diploma in Theology
Public Section Induction

Work Experience: Business, Syears

Age:28

a, 0%
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Salome Mbugua

Role: Member

Qualifications: Community Development

Work Experience: Community Health Promoter, 7years
Age:53

Role: Secretary

Qualifications: Masters in Health Care
Management

Work Experience: Business Management, 11years

Age:33

-

Brian Muchene

Role: Member

Qualifications: Bachelor of Science, Business
Economics

Work Experience: Business, 7years

Age:27
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4. Key Management Team

1. ' Frederick Obwanda
Chief Executive Officer

2 Pamela Amatta

3 Harold Wafula

4 Joyce Orege

5 Reuben Mbathi

Hospital Administrative Officer
6 Magdalene Mutune
Nursing Service Manager
7 Brian Bosire
Pharmacist

ix
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5. Chairman’s Statement

Reflections on a Year of Progress (2024-2025)

I’m delighted to share that our facility has demonstrated remarkable resilience and adaptability in the face
of sector-wide challenges. Our relentless pursuit of innovation, strategic growth, and operational excellence
has yielded impressive results. Despite headwinds, our financials showcase the robustness of our core
model, with a notable revenue surge driven by expanded service points. Our net turnover has also seen
significant improvement, underscoring our focus on efficiency and value creation.

We’ve continued to invest in new service points, positioning ourselves for future growth and better serving
our community. This strategic expansion not only enhances our capacity but also reinforces our
commitment to delivering high-quality services. Our team’s dedication and expertise have been
instrumental in driving these achievements, and I’m grateful for their hard work and commitment.

*Looking Ahead*

While economic uncertainties persist, we’re optimistic about our prospects, driven by our strategic
initiatives and team dedication. We’ll continue to innovate, adapt, and deliver sustainable value to our
community. Our focus on efficiency, quality, and customer satisfaction will remain unwavering, ensuring
that we stay ahead of the curve and meet the evolving needs of our catchment area.

I’d like to extend my heartfelt appreciation to our team members for their tireless efforts and to our
stakeholders for their unwavering support. Your trust and confidence in our facility are the foundation of
our success. Together, we’ll navigate the future with confidence, striving for even greater success in the
years to come. Thank you for your trust and commitment — we’re excited about the journey ahead!

Name

Chairman to the Board
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6. Report of The Medical Superintendent
I am pleased to present the audited financial accounts for Mutuini Dagoretti Sub County Hospital
for the fiscal year ending 30/6/2025. These statements reflect our unwavering commitment to
transparency, accountability, and excellence in healthcare delivery. Dagoretti Sub-County Hospital in
Mutu-ini stands as a beacon of hope and care for the local community, with its dedicated team of

healthcare professionals providing essential medical services and touching countless lives.

The financial review confirms our strong financial position, highlighting our ongoing efforts to
manage resources effectively while investing in the quality of care we provide. Key highlights from the
review include a remarkable increase in total revenue, driven by expanded service points, targeted
campaigns, improved client service, and strategic staffing in key departments. Our focus on operational
efficiencies has yielded a significant reduction in costs, enabling us to reinvest in critical areas,
particularly Information Technology. Consequently, our net assets have grown, positioning us well for

future investments in technology and facility enhancements.

These results are a testament to the hard work and dedication of our entire team. We remain
steadfast in our mission to deliver high-quality healthcare while maintaining fiscal responsibility. I
encourage you to review the attached financial accounts in detail and invite you to reach out for further
discussions should you have any questions or require additional information. Together, we can continue

to build on our successes and drive progress in healthcare delivery.

Name

Secretary to the Board

X1
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7. Statement of Performance Against Predetermined Objectives

Mutuini Dagoretti Sub County Hospital is located in Dagoretti Sub-County, Nairobi County with a
catchment population of 56,011.
The hospital was started as a project of the Dagoretti Constituency Fund (CDF) by the then area Member
of Parliament Hon. Beth Mugo in the year 2007 as a Health Centre. It was later taken over by the Ministry
of Medical Services and gazetted as a level 4 Facility in the year 2009. With the Promulgation of the New
Constitution and Onset of Devolution, DSCH became one of the 4 Main Hospitals under the Nairobi City
County Government effective March 2013,
In order to achieve organizational success, the facility required a multifaceted strategy due to the complex
nature of healthcare delivery in Kenya Today. However, we took a multifaceted approach , with the
following 10 Pillars and intended objectives as follows;
a) Patient centred Care
e Quality Improvement: Continuous implementation of quality improvement (CQI) programs, in
addition to regularly reviewing patient outcomes and feedback with a view to identify areas for
improvement.
e Patient Engagement: By encouraging the patient's involvement in their care plans. Provide clear
information and support to ensure patients understand their treatment options.
b) Operational Efficiency
e Process Optimization: We shall streamline workflows to reduce bottlenecks. Use Lean and exact
methodologies to improve processes and eliminate waste.
e Technology Integration: By investing in robust Electronic Health Records (EHR) systems and other
technologies to enhance coordination and reduce errors within the facility workflow.
¢) Staff Management and Development
e Training and Education: Provision of continuous trainings and development opportunities for all
staff to keep up with the latest medical practices and technologies.
o Employee Well-being: Foster a supportive work environment to reduce burnout. Implement

wellness programs and provide mental health support.

xii
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d) Financial Health
o Cost Management: We shall continuously monitor and control operational costs without
compromising patient care in addition to financial analytics to identify cost-saving opportunities.
e Revenue Cycle Management: Ensure effective billing and
Collections processes. Optimize coding and documentation to improve reimbursement rates incases of state
run funding.
e) Regulatory Compliance
e Standards Adherence: To stay up-to-date with healthcare regulations and standards.
e Regularly audit compliance with local, state, and federal requirements.
e Accreditation: Pursue and continuously maintain contact with accreditation from relevant bodies
(e.g., KMPDB) to demonstrate commitment to quality and safety.
f) Strategic Planning
e Vision and Goals: Implementing the clear vision and strategic goals for the hospital with a special
focus on the aligned departmental objectives and overall mission of the facility.
e Market Analysis: Conducting regular market analytics helps in benchmarking with the current
disease burden and thus adjusting our treatment modules to it.
g) Patient Flow and Access
e (Capacity Management: Optimize patient flow and bed management to minimize wait times and
maximize on the resources available.
e Access Improvement: Enhance patient access through extended hours, telehealth services, and
efficient appointment scheduling.
h) Community Engagement
e Qutreach Programs: Continuous community programs to engage with the community and promote
health education, in cases where partners are involved or any other local organizations to address
community health needs.
o Feedback Mechanisms: Create channels for the larger catchment feedback to understand and

address their needs and concerns, this curbs against loss of the intended focus areas.

Xiii
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i) Leadership and Governance
o Strong Leadership: Ensure that hospital leadership is composed of visionary, ethical, and effective
team members guiding the organization with a focus on those who foster a culture of accountability
and transparency in their deeds.
e Governance Structure: Establish a robust governance structure with clear roles and responsibilities
for board members, Health Management Teams and executives.
j) Innovation and Research
o Adopt Innovations: Stay abreast of technological advancements and incorporate innovative
solutions that can enhance patient care and operational efficiency.
e Research Participation: Engage in clinical research to advance medical knowledge and improve
treatment options. Collaborate with academic institutions and research organizations.

By integrating these elements into a cohesive strategy, the facility improved patient outcomes, streamlining
operations, and now poised to achieve long-term success in this competitive healthcare environment

X1V
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8. Corporate Governance Statement

At Dagoretti Sub County Hospital we are committed to the highest standards of corporate governance, ensuring that
our practices reflect our dedication to ethical conduct, accountability, and transparency in all aspects of our
operations. Our governance framework is designed to support our mission of delivering exceptional healthcare while
safeguarding the interests of our patients, staff, and stakeholders.
(i) Governance Structure

Our governance structure includes a Board of Management responsible for overseeing the strategic direction of the
hospital, ensuring compliance with applicable laws and regulations, and safeguarding the hospital's assets. The Board
comprises diverse members with expertise in healthcare, finance, and administration, providing a broad perspective

on our operations.

(ii) Accountability and Transparency
We uphold the principles of accountability and transparency in our decision-making processes. Regular reports on
financial performance, strategic initiatives, and operational outcomes are provided to the Board and shared with our
stakeholders, fostering an environment of openness.

(iii) Ethical Conduct
At Mutuini Dagoretti Sub County Hospital, we prioritize ethical behaviour and integrity in our interactions with
patients, staff, and the community. We have established a Code of Conduct that outlines our expectations regarding
professional behaviour, conflict of interest, and confidentiality. Ongoing training is provided to ensure that all
employees understand and adhere to these standards.

(iv) Risk Management
We maintain a comprehensive risk management framework to identify, assess, and mitigate risks that may impact
our operations and reputation. This includes regular assessments of clinical and operational risks, ensuring that
patient safety remains our top priority.

(v) Stakeholder Engagement
Engagement with our stakeholders is vital to our governance practices. We actively seek feedback from patients,
staff, and the community to enhance our services and address any concerns. Our commitment to patient-centered
care drives us to continuously improve the quality of our healthcare delivery.

(vi) Continuous Improvement
We are dedicated to continuous improvement in our governance practices. Regular reviews of our policies and
procedures to ensure that we adapt to changing regulatory environments and best practices in healthcare governance.
In conclusion, our commitment to robust corporate governance is integral to fulfilling our mission and achieving our

vision. We believe that strong governance enhances our ability to serve our patients and community effectively.

XV
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9, Management Discussion and Analysis
the facility faced capacity challenges impacting service delivery. Key services were limited, but

management invested in expansion and equipping key areas despite funding constraints.

The maternity has a total of 43 beds which are always occupied and in cases where there is overflow the
team refers clients to nearby facilities. Within the maternity is a functional theatre which covers about 7
cases a day more so for mothers who are undergoing Caesarean Section. The challenge with most mothers
however is the inability to pay for the full fees needed to cover theatre charges leading to reduced revenues,
high consumption of consumables and thus high levels of loss undertaken by the facility. The good news

is that the facility has not got any mortality related to maternity, except for 2 within the Out-Patient

Department.

Operational metrics for 2024/2025 show patient attendance was 146,998. The facility doesn't handle
general emergencies but processed about 24 emergency cases during recent protests. Average length of
stay for inpatients is 3 days, notably for maternity ward patients who make up about 50% of inpatients.

Financially, total revenue was KSh 76,664,210 including KSh 3,289,000 in-kind contributions. Total
expenses were KSh 183,337,974 including non-monetary depreciation of KSh 104,930,862. Costs related
to medical services were KSh 19,873,762 with impairment losses of KSh 34,386,168. The facility faces
challenges with outstanding claims of KSh 16,386,830 from the Social Health Insurance Fund, impacting

cashflow.
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10. Environmental And Sustainability Reporting
i) Sustainability strategy and profile
For sustainability purposes, the board together with management are onto expansion of services
that are currently not being offered but are in dire need by the catchment population. In addition to
increase of services, the facility will focus its efforts on finishing the stalled blocks so as to create

more room for paying patients, coupled with addition of staffing to cater for increased patient flow.

ii) Environmental performance

The facility will work within the county environmental sustainability plans.

iii) Employee welfare
The facility will follow the guidelines as prescribed within the county occupational health and

safety regulations.

iv) Market place practices-
The organisation should outline its efforts to:
a) Responsible competition practice.

Being a government facility, most of our service prices are quite low, our main objective
has been to deliver on the service mandate.
b) Responsible Supply chain and supplier relations

Explain how the organisation maintains good business practices, and treats its own
suppliers responsibly by honouring contracts and respecting payment practices.
¢) Responsible marketing and advertisement

The facility will deploy marketing practices to enable greater reachability of services, in
addition to deploying of the community outreach unit.

d) Product stewardship

The facility will deploy fair practices as enshrined in county guidelines.

v) Corporate Social Responsibility / Community Engagements

The facility did not spend much resources towards CSR in this financial year, except for one

even of tree planting
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11. Report of The Board of Management
he Board members submit their report together with the Audited Financial Statements for the year ended

June 30, 2025which show the state of the hospital’s affairs.

Principal activities

The principal activities of the entity are Outpatient Services and mainly Maternity with a theatre.

Results
The results of the entity for the year ended June 30 2025 are set out on pages 1 to 9

Board of Management

The members of the Board who served during the year are shown on page -. During the year, 0 director(s)
retired/ resigned, and 0 director (s)was appointed.

Auditors

The Auditor General is responsible for the statutory audit of the enfity in accordance with Article 229 of
the Constitution of Kenya and the Public Audit Act 2015.

OR

BY ORDER BY THE BOARD

Name

Secretary of the Board
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12. Statement of Board of Management’s Responsibilities
Section 164 of the Public Finance Management Act, 2012 requires the Board of Management to prepare financial statements in

respect of Mutuini Dagoretti Sub County Hospital, which give a true and fair view of the state of affairs of the Mutuini Dagoretti
Sub County Hospital at the end of the financial year/period and the operating results of Mutuini Dagoretti Sub County Hospital
for that year/period. The Board of Management is also required to ensure that Mutuini Dagoretti Sub County Hospital keeps
proper accounting records which disclose with reasonable accuracy the financial position of the Mutuini Dagoretti Sub County

Hospital. The council members are also responsible for safeguarding the assets of the entity.

The Board of Management is responsible for the preparation and presentation of Mutuini Dagoretti Sub County Hospital financial
statements, which give a true and fair view of the state of affairs of the entity for and as at the end of the financial year (period)
ended on June 30, 2025. This responsibility includes: (i) maintaining adequate financial management arrangements and ensuring
that these continue to be effective throughout the reporting period, (ii) maintaining proper accounting records, which disclose
with reasonable accuracy at any time the financial position of the entity, (iii) designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation of the financial statements, and ensuring that they are free from material
misstatements, whether due to error or fraud, (iv) safeguarding the assets of the Mutuini Dagoretti Sub County Hospital; (v)
selecting and applying appropriate accounting policies, and (vi) making accounting estimates that are reasonable in the

circumstances.

The Board of Management accepts responsibility for the entity’s financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, in conformity with International Public Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012. The Board members are of the opinion that
Mutuini Dagoretti Sub County Hospital financial statements give a true and fair view of the state of entity’s transactions during the
financial year ended June 30, 2025, and of Mutuini Dagoretti Sub County Hospital financial position as at that date. The Board
members further confirm the completeness of the accounting records maintained for the Mutuini Dagoretti Sub County Hospital,
which have been relied upon in the preparation of Mutuini Dagoretti Sub County Hospital financial statements as well as the

adequacy of the systems of internal financial control.

In preparing the financial statements, the Directors have assessed the Fund’s ability to continue as a going concern for at least

the next twelve months from the date of this statement.

Approval of the financial statements

l%{ll /21715

and signed on its behalf by:

The Hospitat’s|fjnancial statements were approved by the Board on

4/ ot MW ..............................

Chairperson Accounting Officer
Board of Management

X1X
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REPORT OF THE AUDITOR-GENERAL ON THE DAGORETTI SUB-COUNTY
HOSPITAL MUTUINI FOR THE YEAR ENDED 30 JUNE, 2025 - COUNTY
GOVERNMENT OF NAIROBI CITY

PREAMBLE

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

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

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

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

A Qualifie¢ Gpinion is issued when the Auditor-General conciudes that, except for
malierial misstatements noted, the finar:cial statements are fair'y presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfuiness and Eifectiveness in the Use of
Public Resources, and the Report on Effectiveness of Internal Controls, Risk
Management and Governance.

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

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Dagoretti Sub-County Hospital
Mutuini — County Government of Nairobi City set out on pages 1 to 54, which comprise

Report of the Auditor-General on Dagoretti Sub-County Hospital Mutuini for the year ended 30 June, 2025 —
County Government of Nairobi City



of the statement of financial position as at 30 June, 2025, and the statement of financial
performance, statement of changes in net assets, statement of cash flows and statement
of comparison of budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Dagoretti Sub-County Hospital Mutuini — County
Government of Nairobi City as at 30 June, 2025, and of its financial performance and its
cash flows for the year then ended, in accordance with International Public Sector
Accounting Standards (Accrual Basis) and comply with the County Government Act,
2012, Health Act, 2017 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion
1. Long Outstanding Receivables

The statement of financial position reflects receivables from exchange transactions
balance of Kshs.16,386,830, as disclosed in Note 29 to the financial statements. Included
in the balance are receivables amounting to Kshs.4,224,750 which had been outstanding
for more than one (1) year. However, there was no policy on the impairment of long
outstanding fees arrears casting doubt on the fair statement of the accounts receivables
balance.

In the circumstances, the accuracy and full recoverability of the outstanding receivables
balance of Kshs.4,224,750 could not be confirmed. ‘

2. Unsupported Property Plant and Equipment

The statement of financial position reflects property plant and equipment net book value
of Kshs.407,826,765 . However, the asset register provided was incomplete and did not
fully capture the details and values of all property, plant and equipment owned by the
Hospital. Further, the assets had not been tagged, limiting the ability to verify existence,
identification and safeguarding of the assets.

In the circumstances, the accuracy and completeness of the property plant and
equipment net book value of Kshs.407,826,765 could not be verified.

3. Failure to Account for Facilities Improvement Funds (FIF) at the Hospital

Review of revenue records obtained from Level 4 health facility revealed that the Hospital
collected rendering of services- medical service income amount totalling
Kshs.73,375,210 towards the health facilities improvement. The County Treasury
transferred total amount of Kshs.85,555,564 to the health facility which was at variance

Report of the Auditor-General on Dagoretti Sub-County Hospital Mutuini for the year ended 30 June, 2025 —
County Government Nairobi City
2



with an amount of Kshs.73,375,210 reflected in the statement of cashflows resulting in
unreconciled variance of Kshs.12,180,354 by the Hospital.

In the circumstances, the accuracy and completeness of the rendering of services amount
totalling Kshs.73,375,210 could not be confirmed.

4. Unconfirmed Stock Balances

The statement of financial position reflects an inventory of nil balance. The amount is not
supported by annual stock sheets. However, physical verification of store records
revealed unvalued pharmaceutical supplies which were in store as at 30 June, 2025.

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

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

Key Audit Matters

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

Other Matter
Unresolved Prior Year Audit Matters

In the audit report of the previous year, several issues were raised under the Report on
the Financial Statements, Lawfulness and Effectiveness in the Use of Public Resources
and Report on Effectiveness of Internal Controls, Risk Management and Governance.

Review of the status during audit of the Hospital in 2024/2025 revealed that the following
matters remained unresolved.

Financial Year | Audit Issue
1 2023/2024 Inaccuracies in the Financial Statements
2 2023/2024 Non-Provision of Trial Balance
3 2023/2024 Omission of in-kind Contribution from the County
Government
4 2023/2024 Unconfirmed Stock Balances
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Financial Year | AuditIssue
5 2023/2024 Irregularities on In Kind Contributions from the County
Government
6 2023/2024 Deficiencies in Implementation of Universal Health Coverage
(UHC)

Other Information

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

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

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
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. Long- Outstanding Trade and Other Payables

The statement of financial position reflects trade and other payables amounting to
Kshs.37,554,576, However, included in the balance are trade payables balance of
Kshs.10,676,199 which had been had been outstanding for more than one (1) year. This
was contrary to Section 53 (8) of the Public Procurement and Asset Disposal Act, 2015
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which states that ‘an Accounting Officer shall not commence any procurement
proceedings until satisfied that sufficient funds to meet the obligations of the resulting
contract (s) are reflected in approved budget estimates’.

In the circumstances, the Hospital Management was in breach of the law and there is risk
loss of public funds through litigations, interests and penalties.

2. Non-Staggering of Board Tenure

During the year under review, it was noted that the Chairperson and four Members of the
Health Facility Management Committee were all appointed on the same date, with effect
from 24 April, 2023. This is contrary to Section 1.14 of the Mwongozo Code of
Governance which requires the Appointing Authority to stagger the tenures of Board and
Committee Members to ensure phased transition and continuity in governance.

In the circumstances, adherence to Mwongozo code of governance could not be
confirmed.

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

Verification of equipment and review of staff levels at the Hospital revealed that during
the year under review, the Hospital did not meet the requirements of Kenya Quality Model
for Health Policy Guidelines. It was noted that equipment available were not as per Kenya
Quality Model for Health Policy Guidelines as shown below,

Minimum Auditor's

Criteria Required | Observation | Deficiency
Staffing Requirement
Medical Officers 16 2 14
Anesthesiologists 2 0 2
General Surgeons 2 0 2
Gynecologists 2 1 1
Pediatricians 2 1 1
Radiologists 2 0 2
Registered Community Health
Nurses 75 9 66
Services Offered

Should be in
Radiology Services place Not in place

Should be in
Renal Services place Not in place

Should be in
Mortuary and Autopsy Services place Not in place
Bed Capacity 150 8 142
Equipment & Machines 0
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Minimum Auditor's
Criteria Required | Observation | Deficiency
Incubators (newborn) D 2 3
Cots 5 1 4

Should be in
Advanced Life Support place Not in place
Resuscitative in Labor Ward 2 1 1
Functional ICU Beds 6 0 6
HDU Beds 6 0 6
Renal Unit with Dialysis
Machines 8 0 5
Functional Operating Theaters
Maternity and General 2 1 1
Asset Mgt
Land Size 5 acres 4 acres 1 acre
Store Management
Not

Adequate Storage Space adequate

In the circumstances, these deficiencies contravene the provisions of the First Schedule
to the Health Act, 2017, and imply that the attainment of the highest possible standard of
health, including the right to health care services, such as reproductive health care as
guaranteed under Article 43(1) of the Constitution of Kenya, 2010 may not be realized.

4. Non — Compliance with the Public Procurement Capacity Building Levy Order,
2023

Review of records revealed that the Hospital entered into contracts but no documentary
evidence has been provided to confirm that the Entity complied with paragraph 3(1) of the
Public Procurement Capacity Building Levy, Order 2023 which states that there shall be
paid a levy by a supplier on all procurement contracts signed between the supplier and a
procuring entity, at the rate of zero point zero three per centum (0.03%) of the value of
the signed contract, exclusive of applicable taxes. In addition, Public Procurement
Regulatory Authority (PPRA) circular No. 01/2024 dated 30 August, 2024 which requires
procurement entities to remit the levy to the Authority through the e-Citizen payment
platform by the 20" day of the subsequent month and also file monthly returns.

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. Expired Medical Supplies

The statement of financial position reflects an inventory balance of Kshs.20,842,861.
However, review of the pharmaceutical store records revealed expired drugs valued at
Kshs.66,080 and had not been disposed posing a health hazard.

In the circumstances, proper maintenance and safe custody of stores at the facility could
not be confirmed.

2. Lack of Land Ownership documents.

The statement of financial position reflects a balance of Kshs.407,826,765 in respect of
property, plant and equipment, which land valued at Kshs.301,100,000. However, no title
deed or other supporting ownership documents were provided for audit verification.

In the circumstances, the ownership of the land 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
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 to as a going concern, disclosing, as applicable, matters
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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 ISSAls 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.

Further, | am required to submit the audit report in accordance with Article 229(7) of the
Constitution.
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Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General’s website at: https://www.oagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

=

FCPA%‘%L%&BS

AUDITOR-GENERAL

Nairobi

19 December, 2025
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Dagoretti Sub County Hospital (Nairobi 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 3,289,000 3,206,000
Government

Grants from donors and development partners 8 - -
Transfers from other Government entities 9 - -
Public contributions and donations 10 - -
Revenue from non-exchange transactions 3,289,000 3,206,000
Revenue from exchange transactions

Rendering of services- Medical Service Income 11 73,375,210 24.319.713
Revenue from rent of facilities 12 - -
Finance /Interest Income 13 - -
Miscéllaneous Income 14 - -
Revenue from exchange transactions 73,375,210 24,319,713
Total revenue 76,664,210 27,525,713
Expenses

Medical/Clinical costs 15 19,873,762 4,567,006
Employee costs 16 26,005,680 6,986,561
Board of Management Expenses 17 - 473,970
Depreciation and amortization expense 18 28.830,861.5 -
Repairs and maintenance 19 $.537.993 2,099,652
Grants and subsidies 20 591,620 -

General expenses 21 23,398,057 788,984
Finance costs 22 - -
Total expenses 107,237,974 14,916,173
Other gains/(losses)

Gain/Loss on disposal of non-Current assets 23 -
Unrealized gain on fair value of investments 24 -







Dagoretti Sub County Hospital (Nairobi County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2025

Medical services contracts Gains/Losses 25 - -
Impairment loss 26 34,386,168 -
Gain on foreign exchange transactions - -
Total other gains/(losses) 34,386,168 -
Net Surplus / (Deficit) for the year -64,959,932 12,609,540

1% ( 12 /2.015
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| Dagoretti Sub County Hospital (Nairobi 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 27 612,834 6,307,815
Prepayments 28
Receivables from exchange transactions 29 16,386,830 5,723,950
Receivaples from non-exchange 30 ) )
transactions
Inventories 31 20,842,861 -
Total Current Assets 37,842,525 12,031,765
Non-current assets
Property, plant, and equipment 32 407,826,765 440,306,700
Intangible assets 33 - -
Investment property 34 - -
Biological Assets 35 - -
Total Non-current Assets 407,826,765 440,306,700
Total assets (A) 445,669,290 452,338,465
Liabilities
Current liabilities
Trade and other payables 36 37,554,576 10,676,199
Refundable deposits from
customers/Patients 37 i ]
Provisions 38 - -
Finance lease obligation 39 - -
Current portion of deferred income 40 - -
Current portion of borrowings 41 - -
Social Benefits - =
Total Current Liabilities 37,554,576 10,676,199
Non-current liabilities -
Provisions 38 -
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Annual Report and Financial Statements for The Year Ended 30" June 2025

Non-Current Finance lease obligation 39 - -
Non-Current portion of deferred income 40 -
Non - Current portion of borrowings 41 -
Service concession Arrangements 42 -

Social Benefits

Total non-current liabilities -

Total Liabilities (B) 37,554,576 10,676,199

Net assets (A-B) 408,114,713 441,662,356

Represented by:

Revaluation reserve 18,891,784, -
Accumulated surplus/Deficit -43,524,537 21,435,395
Capital Fund 432,747,466 420,226,961
Net Assets 441,662,356

408,114,713

. e ) / 9 : )
The Hospital’s financial statements were approved by the Board on & ; | LS and signed
on its behalf by:

. He. MW
5 / .......... ﬂ_?L\—{me/. ...........................
a

r V/pe? By Checked By Medical Superintendent
- ICPAK No:
Board of Management Head of Finance 14943



Dagoretti Sub County Hospital (Nairobi County Governmeni)
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

Asatduly 1 2023 © | 8825835 8,825,835
Revaluation gain - - -
Surplus/(deficit) for the year - 12,609,540 12,609,540
Capital/Development grants - - 420,226,961 420,226,961
As at June 30 2024 - 21,435,395 420,226,961 441,662,356
At July 1, 2024 21,435,395 420,226,961 441,662,356
Revaluation gain 18,891,784 - - 18,891,784
Surplus/(deficit) for the year - -64,959,932 < 64,959,932
Capital/Development grants - - 12,520,505 12,520,505
At June 30 2025 18,891,784 | - 43,524,537 432,747,466 408,114,713
NOTES:

1. The revaluation reserve of ksh. 18,891,784 arises from the revaluation of PPE carried out

during the year under review.




Dagoretti Sub County Hospital (Nairobi 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 73,375,210 27,525,713
Revenue from rent of facilities - -
Finance / interest income - -
Miscellaneous receipts - -
Total Receipts 73,375,210 27,525,713
Payments

Medical/Clinical costs 19,873,762 4,567,006
Employee costs 26,005,680 6,986,561
Board of Management Expenses - 473,970
Repairs and maintenance 9,201,072 2,099,652
Grants and subsidies 591,620

General expenses 23,398,057 788,984
Finance costs -

Refunds paid out

Total Payments 79,070,191 14,916,173
Net cash flows from operating activities 43 -5,694,981 12,609,540

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




Dagoretti Sub County Hospital (Nairobi County Government)

Annual Report and Financial Statements for The Year Ended 3 0" June 2025

Capital grants received - 12,603,450

Net cash flows used in financing activities - 12,603,450
l:leltlii‘tlaclzflzze/(decrease) in cash and cash 5,694,981 6,090 T
Cash and cash equivalents as at 1 July 2024 27 6,307,815 6,301,725

Cash and cash equivalents as at 30 June 2025 27 612,834 6,307,815
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Dagoretti Sub County Hospital Mutuini (Nairobi County Government)
Annual Report and Financial Statements for The Year Ended 30" June 2025

19. Notes to the Financial Statements
1. General Information
Dagoretti Sub County Hospital Mutuini is established by and derives its authority and
accountability from the Public Health Act. The entity is wholly owned by the Nairobi
County Government and is domiciled in Nairobi County in Kenya. The entity’s principal

activity is Public Health Service.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant, and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present
value. The preparation of financial statements in conformity with International Public
Sector Accounting Standards (IPSAS) allows the use of estimates and assumptions. It
also requires management to exercise judgement in the process of applying the entity’s
accounting policies. The financial statements have been prepared and presented in Kenya
Shillings, wh<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>