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REPORT OF THE AUDITOR-GENERAL ON MOI TEACHING AND REFERRAL 
HOSPITAL (MTRH) FOR THE YEAR ENDED 30 JUNE, 2022 
 

PREAMBLE 

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

A. Report on the Financial Statements that considers whether the financial statements 
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 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 Government 
achieves value for money and that such funds are applied for the intended purpose.   

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

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

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 
 

I have audited the accompanying financial statements of Moi Teaching and Referral 
Hospital (MTRH) set out on pages 1 to 50, which comprise of the statement of financial 
position as at 30 June, 2022, and the statement of financial performance, statement of 
changes in net assets, statement of cash flows and statement of comparison of budget 
and actual amounts for the year then ended, and a summary of significant accounting 
policies and other explanatory information in accordance with the provisions of Article 229 
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained 
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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 Moi Teaching and Referral Hospital (MTRH) as at                     
30 June, 2022, and of its financial performance and its cash flows for the year then ended, 
in accordance with International Public Sector Accounting Standards (Accrual Basis) and 
comply with  the State Corporations Act, Cap 446 of 1998 and the Public Finance 
Management Act, 2012. 
 

Basis for Qualified Opinion 
 

1. Misclassified Covid - 19 Emergency Response Fund Expenses 
 

The statement of financial performance reflects use of goods and services amount of 
Kshs.2,880,713,838 which includes Covid - 19 emergency response fund expenditure of 
Kshs.30,679,168 as disclosed in Note 10 to the financial statements. Included in 
Kshs.30,679,168 is an amount paid to a firm, of Kshs.11,273,460 for supply, delivery, 
installation/testing and commissioning of two (2) echocardiogram machines. The 
payment, which is already classified as addition in property, plant and equipment, was 
also reported under Covid-19 emergency response fund. 

In the circumstances, the use of goods and services amount of Kshs.2,880,713,838 is 
misstated since the expenditure is of capital nature and should not be expensed. 

2. Lack of Policy on Provision for Doubtful Debts 

The statement of financial performance reflects impairment allowance on receivables 
amounting to Kshs.211,253,330 as disclosed in Note 17(a) to the financial statements. 
Review of the summary of significant accounting policies however, revealed that the 
Management has not developed a policy on the provision for doubtful debts, with specific 
rates and which is approved. 

In the circumstance, the adequacy, accuracy and completeness of the provision for 
doubtful debts of Kshs.211,253,330 could not be confirmed. 

3. Failure to Assess Net Realizable Value of Inventory 

The statement of financial position reflects inventories balance of Kshs.408,503,755 
comprising of drugs, dressings and theatre supplies, lab reagents, X-ray supplies, food 
and ration, cleansing materials, hospital linen, maintenance materials, operational and 
maintenance stores and stationery as disclosed in Note 22 to the financial statements. 
Review of stock taking report provided for audit indicates that the inventories were valued 
at cost instead of the lower of cost and net realizable value. The management did not 
however provide report on assessment of inventories to determine their net realizable 
value, as required in Paragraph 42 of International Public Sector Accounting Standards 
(IPSAS 12). 
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In the circumstance the accuracy, valuation and carrying amount of inventories balance 
of Kshs.408,503,755 could not be confirmed.  

4. Unconfirmed National Hospital Insurance Loan 

The statement of financial position reflects NHIF Loan of Kshs.202,360,922 as disclosed 
in Note 28 to the financial statements. According to documents and correspondences 
provided, the Ministry of Health in collaboration with International Atomic Energy Agency 
(IAEA) letter (reference (IAEA) KEN/6/020 project) and Ministry of Health letter (ref. No 
MOH/MED/11/2/2VOL11 dated 28 January, 2017), IAEA offered a grant to Kenya towards 
procurement of radiotherapy equipment for Moi Teaching and Referral Hospital on cost 
sharing basis with IAEA contributing 25% of cost and Kenya Government 75%.  

The Ministry of Health through letter reference MOH MED/11/2/2 Vol. II dated                          
1 December, 2016 made a request to the CEO, NHIF to consider supporting 
establishment of Radio Therapy treatment centers at Moi Teaching and Referral and 
Kenyatta National Hospitals and proposed specifications for the equipment. Moi Teaching 
and Referral Hospital (MTRH) requested the National Hospital Insurance Fund (NHIF) 
through letter reference ELD/MTRH/BCM/5/28/VOL.II/2007 of 02 February, 2017 for 
funding to equip MTRH Radiation Oncology unit in two phases of Kshs.592,000,000 and 
Kshs.360,500,000. Further, the Hospital, through letter reference 
ELD/MTRH/ADMN/1/VOL.IV/2015 of 12 July, 2017 made another funding proposal of 
Kshs.1,762,000,000.  However, no contract/agreement either between NHIF and IAEA or 
between the Hospital and NHIF and loan schedules were provided for audit review. 

In addition, the financial statements of NHIF reflects an investment in loan advanced to 
MTRH of Kshs.256,692,640 resulting to a difference of Kshs.54,331,718 between the 
amounts reported by the two entities, which has not been explained. 

In the circumstances the accuracy and completeness of the long-term loan of 
Kshs.202,360,922 could not be confirmed.  

5.   Inventories 

5.1 Unexplained Stock in Stores 

The statement of financial position reflects inventories amount of Kshs.408,503,755 as 
disclosed in Note 22 to the financial statements. Scrutiny of the records provided for audit 
revealed that there were stocks in the stores valued at Kshs.10,242,438 that could not be 
accounted for as the source and date of delivery were not disclosed. Lack of proper stores 
records exposes the stores to risk of losses  which will have a negative impact on service 
delivery. 

5.2 Loss of Stock in Stores 

The statement of the financial position reflects inventories amount of Kshs.408,503,755 
as disclosed in Note 22 to the financial statements. Comparison of the stock in the general 
ledger and physical stock as counted during stock take at the end of the financial year 
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revealed that stock items valued at Kshs.23,381,677 were missing from the store and 
could not be accounted for. 

In the circumstance, the accuracy of the stores balance of Kshs.408,503,755 could not 
be confirmed. Further, the Hospital incurred a loss of Kshs.23,381,677 due to missing 
stock. 

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

Key Audit Matters  

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

Other Matter 

1. Budgetary Control and Performance 

The statement of comparison of budget and actual amounts reflects final receipts budget 
and actual on a comparable basis of Kshs.11,815,445,814 and Kshs.11,815,445,814 
respectively resulting to 100% funding. Similarly, the Hospital expended 
Kshs.12,530,902,763 against an approved budget of Kshs.12,134,755,988 resulting to 
an over-expenditure of Kshs.396,146,775 or 3% of the budget. No explanation was 
provided for the over expenditure. Further, no evidence was provided to confirm that the 
over expenditure was authorized. In addition, it was noted that the Hospital had an 
imbalanced budget by Kshs.319,310,174 with total receipt budget of 
Kshs.11,815,445,814 and total expenditure budget of Kshs. 12,134,755,988. 

The over expenditure and imbalanced budget is an indication of improper planning 
process of the entity’s activities which is likely to affect performance of the Hospital.  

2. Unresolved Prior Year Matters 
 

In the audit report of the previous year, several issues were raised under the report on 
Qualified opinion, Lawfulness and Effectiveness in Use of Public Resources, and Report 
on Effectiveness of Internal Controls, Risk Management and Governance. However, 
Management has not resolved the issues or given any explanation for failure to adhere 
to the provisions of the Public Sector Accounting Standards Board.  
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC 
RESOURCES 

Conclusion 

As required by Article 229(6) of the Constitution, based on the audit procedures 
performed, except for the matter described in the Basis for Conclusion on Lawfulness and 
Effectiveness in Use of Public Resources section of my report, I 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. Acquisition of Property, Plant and Equipment 
 

1.1 Proposed Fencing of Perimeter Wall to Secure AMB Microwave Plant 
 

The statement of financial position reflects property plant and equipment balance of 
Kshs.3,364,274,912 whose cost amount is Kshs.5,284,365,120 as disclosed in Note 23 
to the financial statements. Included in Kshs.5,284,365,120 is Kshs.6,883,210 paid on  
12 April, 2022 vide payment voucher number 142021 to a local contractor in respect of 
fencing of perimeter wall to secure AMB microwave plant. The tender 
No.MTRH/T/25/2021-2022, for the project was competitively procured and the contract 
awarded on 7 January, 2022. Review of the procurement process and contracts for the 
works revealed following unsatisfactory matters: 
 

i. The Management notified the unsuccessful bidders in writing and also indicated 
the successful bidder, and the tender price in December, 2021. However, 
management did not state the reason why the successful bidder won the tender 
as required by Regulation 82(3) of Public Procurement and Asset Disposal 
Regulations, 2020. 

ii. The professional opinion indicated that the head of procurement provided his/her 
recommendation to the Accounting Officer on 30 December, 2021. However, the 
Accounting Officer approved the award of the contract on 6 December, 2021 and 
the successful bidder was notified on 24 December, 2021. No reason or 
justification was provided as to why the management notified the successful bidder 
before the professional opinion was issued. 

iii. The comparison of quantities in the bill of quantity and payment certificate and 
summary statement for payment on account reflects instances where the variation 
is more than 20% of original contract quantity as summarized below, contrary to 
Section 139 (4)(c) of Public Procurement and Assets Disposal Act, 2015;  
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Item 

 
Description 

Payment 
certificate 

 

Bills of 
Quantities 

 

 
Variation  

 

Variation  
(%) 

B Perimeter Wall 4,886,760 3,871,225 1,015,535 26% 

C Guard house 600,833 812,578 (211,745) -26% 

D Provisional sums 100,000 900,000 (800,000) -89% 
 

1.2 Supply, Delivery, Installation and Commissioning of Medical Equipment 
 

The statement of financial position reflects property plant and equipment balance of 
Kshs.3,364,274,912 whose cost amount was Kshs.5,284,365,120 as disclosed in Note 
23 to the financial statements. Included in the amount of Kshs.5,284,365,120 is 
Kshs.107,171,911 paid to four (4) suppliers for supply, delivery, installation and 
commissioning of medical equipment and Electro-hydro mechanical neuro table through 
tender No. MTRH/T/54/2021-2022 and MTRH/T/130/2021-2022. The tenders were 
advertised in local dailies during the month of October, 2020 and May, 2021 respectively. 
The successful bidders were notified on 15 February, 2021 and 6 July, 2021 and the 
suppliers accepted the offers as indicated in the unreferenced letters of acceptance. The 
contracts were signed between 8 June, 2021 and 26 August 2021. According to letters of 
regret ref No. ELD/MTRH/SSE/7/4/VOL.XII/2017 dated 15 February 2021, the 
management notified the unsuccessful bidders in writing and also indicated the 
successful bidder. The Management did not however, state tender prices and the reason 
the bids submitted by the other supplier were unsuccessful, as required by Regulation 
82(3) of Public Procurement and Asset Disposal Regulations, 2020.  
 

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

2. Covid - 19 Emergency Response Fund 
 

The statement of financial performance reflects use of goods and services amount of 
Kshs.2,880,713,838 which includes Covid emergency response fund expenditure of 
Kshs.30,679,168 as disclosed in Note 10 to the financial statements. Included in the 
expenditure of Kshs.30,679,168, is Kshs.14,273,460 paid to two (2) suppliers for supply, 
delivery, installation/testing and commissioning of medical equipment.  
 

The tender No.MTRH/T/3/2020-2021 was competitively awarded on 2 October, 2020 at 
Kshs.11,273,460 and Kshs.3,000,000 to the two suppliers. Both suppliers accepted the 
offers as indicated in the letter of acceptance and the resulting contracts were signed on 
27 November, 2020 and 30 November, 2020. 

The signed contracts indicates that the Management was required to make payment in 
two (2) instalments as detailed below for two (2) echocardiogram machines. 
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No 

 
% 

Supplier 1 
(Kshs.) 

Supplier 2 
(Kshs) 

Total 
(Kshs) 

 
Conditions for payments  

1 85 9,582,441 2,550,000 12,132,441 Shall be payable within 90 days 
after successful delivery, inspection 
and acceptance of the items 

2 15 1,691,019 450,000 2,141,019 Shall be payable after 5 months of 
satisfactory performance of the 
equipment from commissioning 
date.  

Total 100 11,273,460 3,000,000 14,273,460   
 

The inspection and acceptance report and goods receipt note dated 28 September, 2021, 
indicated that the equipment was received in good condition and as per the signed 
contract. However, review of the procurement process and contracts for the works 
revealed that, the management notified the 57 unsuccessful bidders in writing and also 
indicated the successful bidders. However, management did not state the tender price 
and reason the successful bidder was awarded the contract, as required by Regulation 
82(3) of Public Procurement and Asset Disposal Regulations, 2020. 

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

3. Cash and Cash Equivalents 

3.1 Failure to Submit Bank Reconciliation Statements  

The statement of financial position reflects cash and cash equivalents of 
Kshs.855,973,503 held in six (6) bank accounts and two (2) mobile pay point accounts 
for the Hospital as disclosed in Note 20 to the financial statements. However, there was 
no documentary evidence provided by the management indicating that monthly bank 
reconciliation statements were submitted to The National Treasury with a copy to the 
office of the Auditor-General contrary to Regulation 90(1) of Public Finance Management 
(National Government) Regulations, 2015 which requires the accounting officer to ensure 
that monthly bank reconciliations for each bank account are completed and submitted to 
The National Treasury and a copy to the Auditor-General. 
 

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

4. Implementation of Procurement Work Plan 
 

The Hospital prepared a procurement plan for each activity to be undertaken, showing 
expected start and completion dates during the financial year 2021-2022. The Hospital 
contracted work totalling to Kshs.3,466,132,133 against the approved budget of 
Kshs.3,308,584,801, resulting in a variance of Kshs.157,547,332. Further, the 
management did not provided quarterly reports on the implementation of the annual 
procurement plan submitted to the Cabinet Secretary, contrary to Sections 45 and 53 of 
Public Procurement and Asset Disposal Act, 2015 and Regulation 40(6) of Public 
Procurement and Asset Disposal Regulations, 2020. 
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In the circumstance, Management was in breach of the law.  

5. Board Expenses 

5.1 Single Sourcing of Hotel Accommodation Services 

The statement of financial performance reflects board expenses amount of 
Kshs.10,078,699 as disclosed in Note 12 to the financial statements. Examination of the 
board expenditure records revealed a payment of Kshs.1,773,500 to a hotel vide payment 
voucher numbers 102500 and 139796 of Kshs.1,749,000 and Kshs.24,077 respectively 
being half board accommodation. The expenditure relate to board retreat held in Nakuru 
from 22 May to 28 May, 2022. However, the following observations were made; 
 

i. There were no quotations or evaluation minutes for the hotel identification. 
 

ii. The professional opinion indicated that the quotations were non-responsive but 
they were not provided for review. 

 

iii. The professional opinion indicated that the sourcing of the hotel was urgent yet the 
Board retreat was in the Board Work Plan for the financial year 2021/2022 to take 
place from the 23 May, 2022 to 28 May, 2022, to review and approve the 2023-
2028 MTRH Strategic plan. 

 

iv. There was an advance payment to the Hotel of Kshs.1,749,000 vide payment 
voucher number 102500 against a proforma invoice which is contrary to the Law. 

 

v. The Hotel was not in the hospital’s list of registered suppliers. 
 

5.2 Composition of Board Committees 
 

The statement of financial performance reflects board expenses totalling to 
Kshs.10,078,699 as disclosed in Note 12 to the financial statements. Examination of 
records provided for review revealed that three committees (Audit, Risk and Compliance 
Committee, People Management Committee and Hospital Standards & Operations 
Committee) had a composition of four (4) members contrary to Paragraph B (4) of circular 
No. OP/CAB.9/1A which requires that the number of members to any committee should 
not be more than one third (1/3) of the full Board. The full Board has nine (9) directors 
and thus, the committees should have three (3) members.  

In the circumstances, Management was in breach of the law. 
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6. Employee Costs 

6.1 Failure to Deduct Service Charge for Processing Payroll Deductions for Third-
Party Institutions 

The statement of financial performance reflects total expenditure of Kshs.12,072,431,900 
which includes compensation of employee’s expenditure of Kshs.8,590,238,075 as 
detailed in Note 11 to the financial statements. Review of the employee expenditure 
records revealed that Management did not levy a service charge on the various third-
party (non-statutory) deductions and thus failed to realize appropriation-in-aid contrary to 
the Ministry of Public Service circular Ref. No. DPM 23/5A VOLC XII/ (53) dated                             
2 May, 2007, which stipulate charges to be paid by organizations which receive services 
from Ministries/Departments in form of payroll by-products and circular Ref. No. 
MPYG/DPSM/23/5A. VOL.V(5) dated 15 August, 2019  which carried out an upward 
review of the service charge rates for services rendered in processing payroll deductions 
for third-party organizations to allow the implementers to realize reasonable 
Appropriations-In-Aid. 
 

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

6.2 Failure to Observe One-third Rule on Ethnicity 
 

The statement of financial performance reflects compensation of employees’ expenditure 
of Kshs.8,590,238,075. Review of the payroll database revealed that the Hospital had a 
total of three thousand seven hundred and forty-three (3743) employees out of which two 
thousand four hundred and seventy-nine (2479) or 66% of staff were from the dominant 
ethnic community. This is contrary to Section 7(1) and (2) of the National Cohesion and 
Integration Act, 2008 that requires all public establishments to seek to represent the 
diversity of the people of Kenya in employment of staff and that no public establishment 
shall have more than one third of its establishment from the same ethnic community. 
 

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

The audit was conducted in accordance with ISSAI 4000. The standard requires that I 
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 are in compliance, in all material respects, with the authorities that 
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate 
to provide a basis for my conclusion. 
 

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 matter described in the Basis for Conclusion on 
Effectiveness of Internal Controls, Risk Management and Governance section of my 
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report, I confirm that, nothing else has come to my attention to cause me to believe that 
internal controls, risk management and overall governance were not effective. 

Basis for Conclusion 

Failure to Tag Fixed Assets 

The statement of financial position reflects property, plant, and equipment balance of 
Kshs.3,364,274,912 comprising of Land, Buildings, Property, Plant and Equipment, 
Furniture & Fittings, Computers, Telephones & TVs, Motor Vehicles, Heavy Earth Moving 
Machine and Project costs and infrastructure assets whose cost is Kshs.5,284,365,120 
as disclosed in Note 23 to the financial statements. The Hospital management has 
however, not tagged the assets. 

In the circumstance the hospital is likely to lose its assets due to weak controls. 

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

Responsibilities of Management and the Board of Directors  

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 control 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 control, risk management and governance. 

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

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

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

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

Auditor-General’s Responsibilities for the Audit  

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

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

Further, in planning and performing the audit of the financial statements and audit of 
compliance, I consider internal control in order to give an assurance on the effectiveness 
of internal controls, risk management and overall governance processes and systems in 
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit 
the audit report in compliance with Article 229(7) of the Constitution. My consideration of 
the internal control would not necessarily disclose all matters in the internal control that 
might be material weaknesses under the ISSAIs. A material weakness is a condition in 
which the design or operation of one or more of the internal control components does not 
reduce to a relatively low level the risk that misstatements caused by error or fraud in 
amounts that would be material in relation to the financial statements being audited may 
occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions.  

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

As part of an audit conducted in accordance with ISSAIs, I exercise professional 
judgement and maintain professional skepticism throughout the audit. I also:  
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 Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for my opinion. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control.  
 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the Management.  

 Conclude on the appropriateness of the Management’s use of the applicable basis of 
accounting and, based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the Hospital’s 
ability to continue to sustain its services. If I conclude that a material uncertainty exists, 
I am required to draw attention in the auditor’s report to the related disclosures in the 
financial statements or, if such disclosures are inadequate, to modify my opinion. My 
conclusions are based on the audit evidence obtained up to the date of my audit 
report. However, future events or conditions may cause the Hospital to cease to 
continue to sustain its services.  

 

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

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

 Perform such other procedures as I consider necessary in the circumstances. 

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

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

 
CPA Nancy Gathungu, CBS 
AUDITOR-GENERAL 
 
Nairobi 

07 June, 2023 


