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1.0

PREFACE

Mr. Speaker, Sir,

The Departmental Committee on Health is established pursuant to the provisions of Standing Order

No. 216(5) of the Kenya National Assembly and in line with Article 124 of the Constitution (2010)

which provides for the establishment of Committees by Parliament. The Committee is thus mandated

to:-

1) Investigate, inquire into, and report on all matters relating to the mandate,
management, activities, administration, operations and estimates of the assigned
Ministries and departments,

i) Study the programme and policy objectives of the Ministries and departments and the
effectiveness of the implementation,

i) Study and review all legislation referred to it;

1v) Study, assess and analyze the relative success of the Ministries and departments as
measured by the results obtained as compared with its stated objectives;

v) Investigate and inquire into all matters relating to the assigned Ministries and
departments as they may deem necessary, and as may be referred to them by the
House;

vi) Vet and report on all appointments where the constitution or any law requires the
National Assembly to approve, except those under Standing Order 204; and

vit) Make reports and recommendations to the House as often as possible, including

recommendation of proposed legislation.

Mr. Speaker, Sir,

The Committee Membership is as follows:-

e R Sl S

The Hon. Dr. Rachel Nyamai, M.P. - Chairperson

The Hon. Dr. Robert Pukose, MP - Vice Chairperson
The Hon. Alfred Agoi, M.P.

The Hon. Christopher Nakuleu, M.P.

The Hon. David Karithi, M.P.

The Hon. Dr. Dahir Duale Mohamed, M.P.

The Hon. Dr. David Eseli, M.P.

The Hon. Dr. Enoch W. Kibunguchy, M.P.



9. The Hon. Dr. James Murgor, M.P.
10. The Hon. Dr. James Nyikal, M.P.

11. The Hon. Dr. James O. Gesami, M.P.
12. The Hon. Dr. Naomi Shaban, M.P.
13. The Hon. Dr. Patrick Musimba, M.P.
14. The Hon. Dr. Stephen Wachira, M.P.
15. The Hon. Dr. Susan Musyoka, M.P.
16. The Hon. Eng. Stephen Mutinda Mule, M.P.
17. The Hon. Fred Outa, M.P.

18. The Hon. Hassan Aden Osman, M.P.
19. The Hon. James Gakuya, M.P.

20. The Hon. John Nyaga Muchiri, M.P.
21. The Hon. Joseph O. Magwanga, M.P.
22. The Hon. Kamande Mwangi, M.P.
23. The Hon. Leonard Sang, M.P.

24. The Hon. Masoud Mwahima, M.P.
25. The Hon. Michael Onyura, M.P.

26. The Hon. Mwinga Gunga, M.P.

27. The Hon. Paul Koinange, MP

28. The Hon. Raphael Milkau Otaalo, M.P.
29. The Hon. Zipporah Jesang, M.P.

The Second Schedule of the National Assembly Standing Orders assigns the Departmental
Committee on Health the mandate to consider matters related to health, medical care and health
insurance. Thus, the Committee oversights the Ministry of Health and eight semi-autonomous

agencies (SAGAs), one of which is the National Hospital Insurance Fund (NHIF).

In pursuit of its mandate, therefore, the Committee inquired into the matter of the proposed NHIF
Karen Medical Centre of Excellence, a project which was conceptualized in 2002 yet to date, ground
breaking for the project is yet to be done despite approximately Kshs. 1.5 billion shillings having

been already spent at design stage and an additional Kshs. 5 billion being claimed by consultants.

The details of the Committee findings and observations are as outlined in this Report and the
Committee urges all the Members of the House to acquaint themselves with its contents so as to

appreciate the ultimate recommendations therein.

The Committee sincerely wishes to thank the Offices of the Speaker and the Clerk for the National
Assembly for the necessary support and service accorded to the Members to ensure the Committee

executes 1ts mandate of ensuring Kenyans receive quality health care. The Committee would also



like to underscore its appreciation and gratitude to the Ministry of Health leadership and the NHIF

Board and management for their cooperation and for availing all the needed information 1o the

Commuttee.

I thank all Members of the Committee for their patience, sacrifice, hard work and more importantly,

their objectivity.

Mr. Speaker Sir,

On behalf of the Committee on Health, it is my pleasure to present this Report and recommendations

therein to the House for consideration and adoption pursuant to Standing Order 216.

A

HON.DR. RACHEL NYAMAI, M.P.
CHAIRPERSON



2.0 INTRODUCTION

The National Hospital Insurance Fund is a State Corporation established in 1966 as a department
under the Ministry of Health but currently governed under the NHIF Act No 9 of 1998. The original
Act of Parliament that set up this Fund in 1966 has over the years been reviewed to accommodate the
changing healthcare needs of the Kenyan population, employment and restructuring in the health )

sector.

The transformation of NHIF from a department of the Ministry of Health to a state corporation was
aimed at improving effectiveness and efficiency. The Fund's core mandate is to provide medical
insurance cover to all its members and their declared dependants (spouse and children). The NHIF
membership is open to all Kenyans who have attained the age of 18 years and have a monthly

income of more than Ksh 1,000.

The Committee started the inquiry into the proposed Karen Project in July 2013 and in doing so, it
held several meetings with the Cabinet Secretary and Principal Secretary, Ministry of Health, the
NHIF current management led by the current Chief Executive Officer and the Project Manager for

the Karen Project.

The Committee received several submissions on the proposed Karen Centre of Excellence. The

Chapter below details some of the findings.

3.0 COMMITTEE FINDINGS

3.1 Background of the Proposed Medical Centre of Excellence

3.1.1 The Project as a Medical Resource Centre - 2001

1. The proposed Karen Medical Centre of Excellence was first conceptualized in the year 2001 as a
Medical Resource Centre. The purpose of the centre was to support delivery of essential health
medical services, support medical education while supporting capacity building for various
professionals in the management of the health sector. The facilities envisioned then were a
medium  sized health medical centre for demonstration, training facilities for hospital
management cadre, central stores for NHIF records and for rental, recreational facilities and staff

housing.



Board Approval and Land Acquisition

2. The Fund’s Board, during its Sixth Special Board Meeting held on 16™ January, 2002 approved
the establishment of the training cum recreational facility for the Fund. Thereafter, on 22"
January, 2002, the Fund called for land valuation and the Chief Valuer, Ministry of Lands and
Settlement then valued the land located in Karen, measuring 9.25 hectares for Kenya shillings
one hundred million, five hundred sixty nine thousand, seven hundred only (Ksh.100,

569,700.00).

3. In a later meeting held on 27" March 2002, the Board approved Ksh.95 million for the purchase
of the land for the training cum recreational facility and allocated Ksh.85 million for the
development of the Resource Centre. The land, land registration number L.R. 209/24968/2 was
acquired from M/S Kaskazi Traders Ltd for the sum of Kshs.93,712,675/=.

The Sale Agreement for the purchase of the land was signed on the 28" March, 2002 while the
transfer of the Title to the Fund was effected on 20™ December, 2002.

4. State corporations are required to seek approval from the National Treasury on matters relating to
acquisition and disposal of assets. In compliance with this requirement, the Fund wrote to the
Investments Secretary vide letter Ref. HF/C/960/6 dated 5™ March 2002 seeking approval for the
establishment of the envisaged Resource Centre. This was modeled on the concept of purchasing

land and building a complex for staff training and welfare.

Commissioning of Consultants

5. Before the Fund received feedback from Treasury, the Management commissioned the following
Consultants in April 2002, without approvals from the Board and Ministries of Health and

Finance as is stipulated in the Exchequer and Audit (Public Procurement) Regulations, 2001 :-

1. Project Architects - Baseline Architects

11. Interior Designer - Two Design Architects
1i1. Project Quantity Surveyors - Ujenzi Consultants
1v. Quantity Surveyors (Interior (Works)- Costwise Associates



v. Mechanical/Civil Engineers - Professional Consultants

vi. Project Structural Engineers - S.R. Manga & Associates
vii. Project Electrical Engineers - Kaigutha & Partners
viii. Project Manager - Friscan Construction Management

Response from the Ministry of Finance

6. The Ministry of Finance responded by advising that the Ministry of Health was required to grant
approval for the project after consultations with the Treasury and further requested for feasibility
study report and the corporation cash flow projections. The Fund then submitted the Report to the
Treasury through the parent Ministry vide letter Ref. HF/C/961/6 dated 5™ April, 2002.

7. Treasury, vide letter dated 20™ August, 2002 replied to the Ministry of Health stating its position
that there was no justification for the Project and therefore did not grant the approval for the

Project.

3.1.2  The Project as a Kenya Vision 2030 Flagship Project - 2008

8. In May 2008, the Government, through the Ministry of Medical Services identified the envisaged
resource centre as one of the flagship projects for realization of the Kenya Vision 2030 in the
Health Sector. This upgrade resulted in recognition of the project as a Vision 2030 flagship

project geared towards responding to the following needs;

1. Government initiatives in the health sector as provided in the policy documents for
example the Health Sector Policy Framework, 2000-2004 and the 2005-2010 Health
Sector Strategic Plans,

. Emerging disease and increasing disease burden as established through several
Government studies;

iii.  Opportunity to take advantage of the emerging market in medical tourism.

9. The Centre of excellence therefore was envisaged to match other centers of excellence in the
world in diagnostics and treatment and as such reverse the flow of Kenyan patients to India,
South Africa and other medical destinations for specialized treatment as well as make Kenya a
regional medical tourism destination. Further, it was also expected to supplement the universities

and middle level medical colleges in training so as to bridge the gap in medical expertise.



Components of the Medical Centre of Excellence

10.

11.

12,

15,

The Medical Centre of Excellence was envisaged to have the following distinct components: a
medical centre, training institute, administration building and support facilities with facilities
ranging from outpatient services, Accident and Emergency, Physio and Hydrotherapy areas,
Cancer treatment centre with 2No MRI, 30 operating theaters, 10 X-Ray Rooms and 9 ultrasound
rooms. Others include, 3 CT Scan Rooms, a 26 bed ICU, 12 bed HDU, 6 bed special care unit, a
dialysis centre, an 815 bed capacity inpatient ward, specialized doctors clinics, fertility centre and

a recuperation center.

In October 2008, a Cabinet Memorandum on the project was prepared and presented by the then

Minister for Medical Services. The Memorandum requested the Cabinet to:

a) Approve establishment and construction of the proposed medical resource center in Karen,
Nairobi;

b) Mandate NHIF to explore potential strategic partners for the development of the project;

c) Approve establishment of the Medical Board of Trustees to manage the Medical Resource

Centre.

The Cabinet referred the matter to the Cabinet Sub-Committee on Social, Health and Services
Sector for further deliberations. The sub-committee recommended further appraisal and
rationalization of the project and to seek Treasury’s concurrence on the matter. Subsequently, the
Ministry of Medical Services carried out a consultative meeting on 18" August, 2009 to address

further appraisal and rationalization of the project.

In September 2009, a delegation of Ministry of Medical Services led by the Minister and
accompanied by the Chief Executive Officer of NHIF, a team of medical experts and technical

consultants visited New Delhi, India to identify best practices in various medical institutions.

In October, 2009, a task force of medical experts led by the late Prof. Julius Meme and the then
Deputy Director of Medical Services was appointed to prepare a “Rapid Assessment of the Need
for a Medical Resource Centre in Kenya”. The task force concluded its report on 24™ October,

2009. In its report the task force observed that:



Y

14.

16.

“The proposed Resource Centre through its medical facility will ease congestion that is
currently witnessed in the two national referral hospitals (Kenyarta National Hospital and
Moi Teaching and Referral Hospital) specifically on medical care. The resource centre will
serve Kenya and the wider Eastern Africa region. A collaborative approach will be put in
place so that Kenyatta National Hospital and the Resource Centre will complement each
other. This objective is in line with Vision 2030 to make Kenya a destination of choice for

health care in the region.

The resource centre will also serve as a training centre for Hospital and Health
Administrators who are largely left out in the training curriculum of the national training
institutions. Presently, there is no institution that trains senior level hospital administrations
a gap that has impacted negatively in the provision of quality health care and the
skyrocketing costs amongst health care providers. The NHIF resolved 0 champion the setting
up of this Medical Resource Centre modeled along the lines of International Medical Centers

in India and other developed Countries”

In June 2010, the government vide letter Ref. OPM.1/1NF/89/125 directed the management of
NHIF to liaise with Development Bank of Kenya with a view to preparing the pre-requisite
documentation and project appraisal, and obtaining necessary approvals to facilitate
implementation. The communication indicated further that the project was identified as a
strategic health sector project to be financed through a line of credit from Development Bank of

China in partnership with Development Bank of Kenya.

. However, the Ministry of Medical Services noted that the Fund was not able to finance the

project and sought strategic partners with a view to establishing a framework for funding.

The Office of the Prime Minister wrote to the Fund vide letter referenced OPM.1/INF/89/165
dated 29" March, 2011 on bilateral talks held with China Development Co-operation. The letter
indicated that in a meeting held on 18" March 2011 between the Prime Minister and Vice
President of the People’s Republic of China, Development Bank of China and Development
Bank of Kenya, the proposed NHIF specialized Medical Centre was discussed. The Fund was

10

N



17.

18.

19.

20.

i

requested to work with Development Bank of China and Development Bank of Kenya to

progress the implementation through financing by the Development Bank of China.

The Permanent Secretary, Office of the Prime Minister vide letter Referenced OPM1/INF/89/165
dated 28" March, 2011 further communicated to the NHIF to facilitate discussions with the
Development Bank of Kenya. The Permanent Secretary, Ministry of Medical Services wrote on
7" April 2011 vide letter Ref. no. MMS/ADM/1/16 VOL .1/ (118) requesting that the matter be

referred to the Board for approval and concurrence. (4ppendix 2).

The Board of NHIF tasked Management to liaise with the Consultants to ascertain the implication

of the instructions from Government.

3.2 Revised Scope of Work to the Consultants

On 21° April, 2011 vide letter Ref. No. HF/C/969 VOL. 11/26, the then Chief Executive Officer,

commissioned Baseline Consultants to prepare a detailed concept paper and implications of the
proposals outlined by the Government. The Consultant was instructed to liaise with all relevant
Consultants and bodies to prepare a detailed business proposal and implementation documents to
reflect the implications envisaged in the instructions from Government.The Consultants
thereafter presented to the Project Committee, the Business Plan, the rationale of the Project,
Capacity, Project Design and the Feasibility Study on the Project. This was subsequently
submitted to the Ministry of Finance in compliance with Legal Notice No.38 0f 2009 for
consideration and approval vide letter Reference HF/C/969 VOL. 11/86 dated 20™ January, 2012.

The Ministry of Finance through the Director of Public Private Partnership Secretariat responded
vide letter Ref: ZZ/MoF/253/016 ‘K’ dated 30™ April 2012 and recommended that the Karen
project is suitable as a Public Private Partnership project but it needs tremendous restructuring in
size, staging, financing and private sector role. Further, it was advised that a proper feasibility
study ought to be carried out by international health PPP consultants. This would thereafter

guide in determining the funding of the Project.

Thereafter, the Board met on 27" June, 2013 and took the following position which informed the

brief to the new Cabinet Secretary for Health, MI James Macharia:-

11
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23

1. That the Board had already incurred substantial resources on the Project and the need
to seek directions from the Government on the same was paramount to guide the

Board on the way forward for the Project.

ii.  That the Board should not proceed with the Project beyond the feasibility study as the
budgetary allocation of the same had not been provided for and appropriate approvals

had not been received from the National Treasury.

ii.  The funding of the Project was envisaged to be addressed through Public Private
Partnerships and clarification should be sought on the extent the Board had funded the
Project and the way forward for all pending bills and implementation of the

development of the Project.

In July 2013, the Cabinet Secretary and the Chief Executive Officer appeared before the
Committee to give a brief on the matter. Similar meetings have since been held in Mombasa, in
August, 2013 and in Parliament Buildings where it was resolved that the pending bills to
consultants should not be settled until the Committee concludes investigations into the matter and

tables its Report before the House.

3.8 Analysis of Expenditure on the Project

The project though still at design stage has consumed a sum of Ksh. 1.568 billion in actual
payments to various consultants and pending bills worth Ksh. 5.659 billion presented to the Fund

by various service providers but is still yet to be paid.

3.3.1 Actual Payments since inception

The Fund has so far made actual payments totaling Ksh.1.568 Billion to various service
providers. This amount comprises cost of purchase of land, quantity survey, business plan and
financial analysis consultancy fees, legal fees, architectural design service fees and feasibility

study. The breakdown of this expenditure is summarized in Table 3:

12



Table 3: Breakdown of Total Actual Payments since Inception

SERVICES PAYMENTS (KSH)
Land Purchase 93,712,675.00
Legal Fees 56,113,601.55

Professional Fees

29,823,000.00

Feasibility Study

229,125,964.20

Quantity Survey Cost

413,708,920.25

Architechtural Work & Desisgn

475,000,374.15

Electrical Engineering

89,444,064.30

Civil and Mechanical Engineering

173,205,623.95

NCC & NEMA Approval Fees & Land Rates

8,088,935.00

Others

153,990.00

Total Expenditures

1,568,377,148.40

Data Source: NHIF Management

3.3.2 Pending Bills

A total of Kshs. 5.659 billion worth of fees notes presented to the Fund by various service providers
on the proposed project are pending payment. This comprises:-

Table 4: Fee notes owed to consultants

Amount (Kshs)

Fee notes which have been assessed and approved by the | 670 million

Ministry of Public Works and the project manager for

payment

Pending fee notes awaiting assessment and approval

240 million

Additional fee notes submitted by the project manager as at | 4.75 billion

29th May 2013.

TOTAL

5.659 BILLION

34 Committee Visit to the Site of the Karen Centre of Excellence

24. On 21°' May 2014, the Committee visited the site of the proposed Karen Centre of Excellence
Yy

and observed that:

1. The approximately twenty four hectares of land (9.25ha) is intact without

encroachment;

11. The land is not fenced.

ui.  The land is bare with no developments.

13




DD Meeting with the proposed Karen Centre of Excellence Project Manager

25. The Committee on the 27" May, 2014, held a brief meeting with the Project Manager, Mr.
Nyagah Kithinji, with the view to seeking clarifications on some of the issues regarding the .

Karen Centre of Excellence. The following is a summary of the issues:

26. On the status of the design, the consultants, that 1s, the architectural designers, civil and structural
engineering designers and mechanical and electrical engineering designers and quantity
surveyors have completed their designs including developing a business plan. The project
therefore is ready for tendering with estimated construction cost expected at Ksh 24.62Billion.

(see Appendix).

27. On the feasibility studies, business plan and project concept paper, the Ministry of Finance, vide
communications dated 27" and 28" April 2012, ref ZZ/MOF/253/016 “K” indicated that the
‘Karen project is very suitable for the PPP procurement and could be used as a pilot project for
health PPP. As such, Treasury advised that feasibility studies, business plan and concept paper be
done and to include the following aspects in liaison with the Director of PPP Secretariat at the

Ministry of Finance.

1. Restructure the project in three phases highlighting medical specialties and revenue
creation centres for settlement of payments to the private sector investors under the PPP
1. Restructuring the project for appropriate investment and financing options
1. Health market survey and socio-economic studies
1v.  Capital costs and revenues

v.  Financial viability of the project

28. It was therefore envisioned in the plan that the payback period is eight and a half years, average

annual rate of return of 18.84% and internal rate of return (IRR) of 14.85%
29.0On the outstanding work with completion of all the design work, construction ought to

commence. To progress implementation, therefore, the Project Manager informed the Committee

that, the Ministry of Health and Finance will be required to:

14



30.

51

s

1. Validate the feasibility study, structure of the project while providing the ethical, legal
and financial support for the procurement of private partners for the components that will
run the PPP and BOT;

1. Identify partners and firm up partnership agreements with potential joint venture investors
and BOT contractors;

. Start infrastructure component of Phase 1 of the Project;

iv.  Conclude negotiations with China Development Bank for a loan to finance part of the
infrastructure development;

v.  The Ministry to develop a comprehensive policy framework of referral and super

specialty hospitals for effective management of the national referral system

On the financing propésal of the project, several components of the project were to be financed
using different modalities. For example infrastructure development fmanc—ihg -1s - through
government budget allocation and a soft loan (long term, low interest) with government
guarantee. Towards this end, the Development Bank of China did express interest in financing
the project and signed a Memorandum of Understanding with the Office of the Prime Minister in
the last Government. It designated the Development Bank of Kenya as its local representative
and disbursing agency and discussions began but they were not concluded. The offer can be

revived and followed to conclusion.

As regards medical equipment and operationalization of the hospital, it is proposed that this
component be financed through a strategic partnership (PPP) with equipment manufacturers
whereby the Hospital and Training Institute lease equipment from the manufacturers and sign
maintenance agreements for a period to be informed by best practices in the area. The component
may also be financed by NHIF as an investment in the project as provided for in Section 34(2) of

the National Hospital Insurance Fund Act 9 of 1998.

Management and maintenance component of the project is expected to be run through
management contracts with private sector operators and joint venture operations with training
institutions for the Training Institute e.g. the Chinese system of affiliation of hospitals to
universities where universities get space, equipments and a hospital to train their students and in

turn offer consultants and students to run part of the services in the hospital is recommended.

15



33.

34.

The Build, Operate and Transfer (BOT) Financing Model is recommended to be considered for

provision of the hostels, auditorium equipment, car parks etc.

The Project Manager further clarified the matter of professional fees where it was indicated that
the project has been designed by local professionals and has undergone various changes since 1t
was first commissioned in 2002. However, fees are charged on the final version of the project.
Although the bulk of the fees are payable at the conclusion of the design stage of the project, the
consultants would be agreeable that the fees be paid in installments in order to spread the
financial burden of the project and achieve an early commencement of project implementation.
The payment is on a reclining balance where the Architect is paid at six percent (6%), the
Quantity Surveyor at three point five percent (3.5%), Structural Engineers’ rate 1s pegged at
3.25% on sliding scale while the Mechanical and Electrical Engineers are compensated at three
per cent (3%). As such, the Manager sought to clarify that the interim payment towards the

consultancy fee contributes to overall project.

. On the ownership of the project by NHIF vis-a-vis its mandate as provided in the NHIF Act of

1998, the Projéct Manager referred to the Act which states that; -
34. (1) All moneys in the Fund which are not immediately required to be applied for the
purposes of this Act shall be invested:

a. In such investment in a reputable bank, being an investment in which trust funds, or
part thereof, are authorized by law to be invested;

b. In the procurement and acquisition of essential medical equipmeﬁt for provision to
hospitals, on such terms and conditions as the Board may, from time to time,
prescribe;

Provided that the Board may advance money to any declared hospital for improvement of
medical and health care services, subject to the Board being satisfied that such hospital is
financially viable and in any underserved area, as may from time to time, be defined by the
Minister.

(2) All investments made under this section shall be held in the name of the Board.

36. With the foregoing, the Manager concluded that the proposed project has a component of medical

equipment and hospital furniture constituting about thirty five percent (35%) of the overall
investment in the project. To comply with Section 34, sub-section 34(1) (b) of the Act,

contribution by NHIF to this investment can be deemed to be confined to medical equipment and

16



hospital furniture provisions so that the relative cost of this component, to the overall project cost

1s not more than 35%. Further, that the Ministry of Health may structure the ownership in such a

way that NHIF is given a stake in the project which is commensurate to its input in meeting the

initial financial requirements to start off the implementation programme.

4.0 COMMITTEE OBSERVATIONS

37. The Committee observed that:-

1. The proposed NHIF Resource Centre at Karen was commissioned in April, 2002 prior to the

enactment of the Public Procurement and Disposal Act, 2005 and that the law in force, in

relation to procurement and disposal of public goods, services and works was the Exchequer

and Audit (Public Procurement) Regulations, 2001.

Regulation 3 of the Regulations provided that the Regulations apply to all public procurement

entities with the exception of where the Minister decides that it is in the interest of national

security or national defense to use a different procedure in which case the Minister is to

define the method. Further, Regulation 6 of the Exchequer and Audit (Public Procurement)

Regulations, 2001 requires that:-

L

111,

Procuring entities, and within each entity the accounting officer and any officer to
whom the accounting officer delegates such responsibility, are responsible and
accountable for action taken subject to the provisions of these regulations and to
any such instructions regarding the implementation of these regulations as may be

given in circulars by the Public Procurement Directorate.

Procurement decisions of any procuring entity shall be taken in a corporate
manner, so that internal units concerned shall have a say in the decision shall be

taken in a structured manner.

For the purpose of this regulation every procuring entity shall establish tender

committee in the manner set out in the First Schedule.

The Fund, therefore, being a public entity in 2002 when the project was commissioned was

covered by the above regulations and as such the management picked consultants from a

previously determined prequalified list.

17



2. The inception of the project was unprocedural as the commissioning of the consultants during
the initial stage of the project was without requisite approvals from the Board and the
Ministries of Health and Finance in accordance with Section 11 and 12 of the State
Corporations Act. As a result, failed to comply with the law or the applicable procedures and

guidelines relating to undertaking of projects by public institutions.

3. The pending bills of Ksh. 5.659 Billion are the cumulative fees given as fee notes in lump
sum in case the project does not proceed to completion. Nevertheless, consultant fees are paid
in stages with Ksh 1.4Billion (excluding purchase of land and legal fees) already paid as
interim fees for the Centre of Excellence. Further the fee paid to consultants was based on the
Fourth Schedule of the Architects and Quantity Surveys Act, CAP 525 of Kenya and not the
Ministry of Works conditions. The implication of this, therefore, 1s-that-the consultants’ rates
are higher than if the rates were pegged on the Ministry of Works conditions. The
architectural fees however was found to be justifiable and in line with CAP 525. The Project

Manager was however not convinced on some of the figures quoted by the consultants.

4. The proposed Karen Centre of Excellence as a Vision 2013 flagship project has transformed
from resource centre, then to a referral centre and ultimately to the centre of excellence as it is
known today. This implies that the cost of the project is likely to escalate beyond the
envisaged Ksh 24Billlion given the unplanned costs arising from review of the project plans.

5. The question as to whether the NHIF has the mandate to invest in a project like the Karen
Centre of Excellence requires a clear definition in law. The law, as it is currently, does not
explicitly provide or prohibit investment in buildings. Section 34 of the NHIF Act of 1998
states as follows with regard to investments in the improvement of medical and health care
services;-

34. (1) All moneys in the Fund which are not immediately required to be applied for the

purposes of this Act shall be invested.

a) In such investment in a reputable bank, being an investment in which trust funds, or
part thereof, are authorized by law to be invested,

b) In the procurement and acquisition of essential medical equipment for provision to
hospitals, on such terms and conditions as the Board may, from time to time,

prescribe;
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The Sub-Clause further gives a rider that provides that “The board may advance money to
any declared hospital for improvement of medical and health care services, subject to the
Board being satisfied that such hospital is financially viable and in any underserved area,

as may from time to time, be defined by the Minister.”

6. The proposed project has a component of medical equipment and hospital furniture
constituting about 35% of the overall investment in the project. As it is, therefore, the
investment by NHIF in the Karen Centre of Excellence can only be deemed to be in relation
to medical equipment and hospital furniture. This implies that any investment or ownership of
the facility will be contrary to subsection 34(i) (b) of the Act.

7. The Ministry of Health has been involved in the project over the years without a clear
ownership framework.

8. The project is one of the Ministry’s Vision 2030 flagship projects. Further, national referral
health facilities are a function of the national government. Further to this, health matters at
the national level are vested upon the Ministry of Health and as such the Ministry should take
the ownership in such a way that NHIF is given a stake in the project which is commensurate

to its input in meeting the initial financial contribution.

9. The financing of the project is to be undertaken through the following ways;

(1) Through budget allocation where the Government is expected to allocate funds for

infrastructure Development at the Centre;

(i) Public-Private Partnerships (PPP) where medical equipment and operationalization of
the hospital are to be undertaken through PPP. In this case, the hospital and training
institute lease equipment from the manufacturers and sign maintenance agreements for

a period to be informed by best practices in the area.

(ii1) Private Sector operatives where management and maintenance component is to be
funded by the private sector operators and joint venture operations with training

institute; and

(iv) The Build, Operate and Transfer (BOT) financing model to provide for hostels,

auditoriums, car-parks and other facilities. .
19



5.0

RECOMMENDATIONS

38. In view of the foregoing, the Committee recommends that: -

1.

The Karen Centre of Excellence, which was identified as a Vision 2030 project, should
proceed expeditiously owing to its strategic intervention and rationale and to avoid
further losses due to delay or termination.

The Ministry of Health to take over the implementation of the flagship project to
completion including ownership and reimburse NHIF all monies contributed to the
project to date, that have been invested contrary to the NHIF Act CAP 255.

The Ministry of Health to work closely with the Public- Private Partnership (PPP)
Secretariat, Ministry of Finance, in following through with the financing proposals for

funding to guarantee full operationalization of the project.

The Project to be completed in a maximum of five years so as to ensure that the
indicative payback period of eight and a half years is realized.
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6.0

ANNEXES

21



MINUTES OF THE 45™ SITTING OF DEPARTMENTAL COMMITTEE ON HEALTH, HELD
IN COMMITTEE ROOM ON 2" FLOOR, PROTECTION HOUSE, PARLIAMENT
BUILDINGS ON TUESDAY, 17"" JUNE, 2014 AT 10.00AM.

PRESENT

1. The Hon. Dr. Rachel Nyamai, M.P . Chairperson

2. The Hon. Dr. Robert Pukose, M.P - Vice-Chairperson

3. The Hon Hassan Aden Osman, M.P. 10. The Hon. Dr. Stephen Wachira, M.P
4. The Hon. Dr. David Eseli, M.P 11. The Hon. Dr. Susan Musyoka, M.P
5. The Hon. Dr. Enoch Kibunguchy, M.P 12. The Hon. James Gakuya, M.P

6. The Hon. Dr. James Gesami, M.P 13. The Hon. Zipporah Kering, M.P

7. The Hon. Dr. James Murgor, M.P 14. The Hon. Raphael Otaalo, M.P

8. The Hon. Dr. James Nyikal, M.P 15. The Hon. Mwinga Gunga, M.P

9. The Hon. Stephen M. Mule, M.P

ABSENT WITH APOLOGY:

16. The Hon. Alfred Agoi, M.P 23. The Hon. John Nyaga Muchiri, M.P
17. The Hon. Christopher Nakuleu, M.P 24. The Hon. Paul Koinange, M.P

18. The Hon. David Karithi, M.P 25. The Hon. Kamande Mwangi, M.P
19. The Hon Dr. Dahir Mohamed, M.P 26. The Hon. Leonard Sang, M.P

20. The Hon. Joseph O. Magwanga, M.P 27.The Hon. Dr. Patrick Musimba, M.P
21. The Hon. Dr. Naomi Shaban, M.P 28. The Hon. Michael Onyura, M.P
22.The Hon. Fred Outa, M.P 29. The Hon. Mwahima Masoud, M.P

IN ATTENDANCE:
National Assembly Secretariat

First Clerk Assistant

Susan Maritim

Nebert Ikai - Third Clerk Assistant
Ronald Walala - Legal Counsel

Peter Mwaura - Legal Counsel
AFIDEP

Jones Abisi

Rose Oronje
Samson Wasao

MIN. NO DCH 199/2014: PRELIMINARIES

The meeting was called to order at 10.20am with a word of prayer by Hon. James Gakuya, MP. A
round of introductions was therafter conducted.



MIN. NO DCH 200/2014: MEETING WITH AFRICAN INSTITUTE FOR POLICY
DEVELOPMENT

The Committee met with AFIDEP, an NGO that had requested to meet the Committee to introduce
themselves and share with the Committee, its SECURE Health Programme.

About SECURE Health

SECURE Health is a three year programme running from Nov 2013-Oct 2016, that aims to work with
the Parliament and the Ministry of Health to design and implement interventions that optimise the
use of data and research evidence in health-related policy decision-making.

SECURE Health, is built on the premise that rigorous data and research evidence are central to
Kenya's attainment of the health aspirations and goals set out in the country’s 2012-2030 Health
Policy, the Vision 2030, and the 2010 Constitution. To support the realization of these aspirations
and goals, SECURE Health plans to work with both top-level and mid-level policy makers in
identifying capacity gaps, challenges, and designing and implementing responsive interventions.
Such support will strengthen leadership, motivation, and skills needed to enable data and research
evidence utilization in health sector policy formulation, planning and programming.

SECURE Health programme aims to:
*+ Optimize leadership among high-level policymakers for the use of evidence in health policy.
* Enhance capacity of mid-level policy makers in the health ministry and the legislature in
accessing, appraising, adapting, synthesizing, presenting and using evidence.
+ Strengthen organizational systems and support for the use of research evidence in

policymaking
Issues raised by the Committee

The Committee lauded AFIDEP for its efforts in bridging the gap between research and policy
implementation by using evidence in its policy and law making. The Committee however raised the

following issues:-

i.  Who funds AFIDEP?
The Committee was informed that AFIDEP is funded by international donors e.qg DFID

ii. ~ There is indeed a gap between research findings and policy implementation. This is mainly
attributed to the evidence being so technical that the implementers are unable to digest the
information. The solution therefore lies in packaging the information in a simple, brief
format.

ii.  Committee Priorities
* Devolution - solutions to challenges facing Devolution of health services in Kenya
* Social Health Insurance

* Other emerging issues in healthcare
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» Evidence-based budget making

iv.  On how AFIDEP plans to engage the Committee, it was reported that the organization is
seeking for funding with a bid to facilitate Health Committee members of the UK and
Malawian Parliaments to conduct exchange visits to share experiences with each other.

v.  The Committee also expressed concern on the benefits of the Programme and its
sustainability.

WAY FORWARD:
It was resolved that there is need for further engagement with AFIDEP for the Committee to fully

benefit from its Programme.

MIN. NO DCH 201/2014: CONSIDERATION OF NHIF REPORT — WAY FORWARD
FOR KAREN CENTRE OF EXCELLENCE

The Committee proposed an amendment to Recommendation 2 of the Report.

Hon. Dr. James Nyikal, MP proposed deletion of the word “take over” and substitute with the word”
take over”. This was Seconded by Hon. Dr. Robert Pukose, MP.

Hon. Dr. David Eseli, MP proposed amendment to delete the word “after” and substitute therefore
with the word “and”. This was Seconded by Hon. Zipporah Kering, MP.

The Report was thus unanimously adopted the NHIF Report on the Way Forward for the Karen
Centre of Excellence. This was Proposed by Hon. Stephen Mule, MP and Seconded by Hon. Dr.
Robert Pukose, MP.

MIN. NO DCH 202/2014 CONSIDERATION OF KENYA NATIOANAL AIDS
AUTHORITY BILL, 2014

The Committee considered Memorandum from the Attorney General in relation to the Bill.

The Committee therefore proposed the following amendments to the Bill: -

Clause 11

THAT Clause be amended as follows:

i.  In sub-clause (2), delete the word ‘one person nominated by’ appearing after the word ‘of’

ii.  In paragraph (a) of sub-clause (2) substitute the words ‘one person nominated by’
immediately before ‘the’.

ii.  In paragraph (b) of sub-clause (2) substitute the words ‘one person nominated by’

immediately before ‘the’.
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iv. In paragraph (c) of sub-clause (2) substitute the words ‘one person nominated by’

immediately before ‘the’.

V. In paragraph (d) of sub-clause (2) substitute the words ‘one person nominated by’

immediately before ‘the’.

Vi. In paragraph (e) of sub-clause (2) substitute the words ‘three persons nominated by’

immediately before ‘a’

vii. In paragraph (f) of sub-clause (2) substitute the words ‘one person nominated by’

immediately before ‘the’

Viil. In sub-clause (2), delete paragraph (g) and substitute therefor the following new paragraph
'(g) one person nominated by the Kenya Medical Association’.

ix.  In sub-clause of (15) of (11) substitute the words ‘and persons living with HIV and AIDS’

after the word ‘disabilities’.
Clause 16
In sub-clause (1) of (16), substitute the words ‘for a period of 3 years, renewable once’
Clause 21
THAT Clause 21 be amended by

i.  Deleting paragraph (b) of sub-clause (1).

ii.  Deleting the words’ by virtue of paragraph 12 of the National AIDS Control Council Order,

1999 appearing between the words ‘Parliament’ and ‘for’ in sub-clause (2).

Clause 25

THAT Clause 25 be amended by:

i.  Deleting the entire sub-clause (1) and substituting therefor the following new clause ‘Upon

the advise of the Cabinet Secretary responsible for HIV and AIDS or other disasters, the
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President, may by notice in the Gazette, declare HIV and AIDS as a national disaster among
other disasters.’

il.  That Clause 26(2) be amended by deleting the whole sub-clause and substituting therefor
the following new sub-clause ‘Upon a declaration under subsection (1), the national
government shall make appropriate and necessary budgetary provisions to fund and

support the fight against HIV and AIDS.’
Clause 27

THAT Clause 27 (3)(a) be amended by deleting the words ‘Authority may’ appearing immediately
after the word ‘The’ and substituting therefor the words ‘Cabinet Secretary in consultation with the

Authority may,’
Clause 28

THAT sub-clause (2) be amended by deleting the words ‘in accordance with Section 21(2) of this

Act’.

The Committee resolved to meet at 4pm same day, to adopt the Report on the Bill.
MIN. NO DCH 203/2014 ADJOURNMENT
1. Statute Law Miscellaneous Amendment Bill, 2014

The Committee resolved to consider amendments to the NHIF Board as proposed in the Statute
Law Miscellaneous Amendment Bill, 2014.

KNUT has written to the Committee protesting exclusion of its representative from the Board. CHAK
and KMA have also made the same protest.

2. Delegations for Foreign Visits
The Committee nominated Members to travel as follows:-
BAT Visit to the UK (August 2014)

Hon. Dr. Robert Pukose, MP
Hon. Hassan Osman, MP
Hon. James Gakuya, MP
Hon. Dr. David Eseli, MP
Hon. Zipporah Jesang, MP

D W N =
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Study Visit to Cuba & Canada ( TBC but planned for August 2014)

Hon. Dr. Rachael Nyamai, MP
Hon. Dr. David Eseli, MP

Hon. Dr. James Murgor, MP
Hon. Dr. Enoch Kibunguchy, MP
Hon. Mwinga Gunga, MP

Hon. Dr. Naomi Shaban, MP
Hon. Stephen Mule, MP

Hon. James Gakuya, MP

. Hon. Zipporah Jesang, MP

10. Hon. Hassan Osman, MP.

The Committee resolved that in response to the BAT Invitation to undertake the visit to the
Research and Development Centre in Southampton, UK, it _should be made clear that while the
Committee supports Tobacco Control Law, it is agreeable to undertake the visit for information
purposes only.

MIN. NO DCH 204/2014 ADJOURNMENT

There being no other business, the meeting was adjourned at 11.30am.

SIGNED

HON (DR.) RACHEAL NYAMAI, M.P

(Chairperson)
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MINUTES OF THE 44™ SITTING OF DEPARTMENTAL COMMITTEE ON HEALTH, HELD
IN MEDIA CENTER, MAIN PARLIAMENT ON THURSDAY, 12™ JUNE, 2014 AT
10.00AM.

PRESENT

1. The Hon. Dr. Robert Pukose, M.P - Vice-Chairperson (Chaired Meeting)
2. The Hon Dr. Dahir Mohamed M.P 12. The Hon. Dr. Stephen Wachira, M.P
3. The Hon Hassan Aden Osman, M.P. 13. The Hon. Dr. Susan Musyoka, M.P
4. The Hon. Christopher Nakuleu, M.P 14. The Hon. Fred Outa, M.P

5. The Hon. David Karithi, M,P. 15. The Hon. John Nyaga Muchiri, M.P
6. The Hon. Dr. David Eseli, M.P 16. The Hon. Kamande Mwangi, M.P
7. The Hon. Dr. Enoch Kibunguchy, M.P 17. The Hon. Leonard Sang, M.P

8. The Hon. Dr. James Gesami, M.P 18. The Hon. Raphael Otaalo, M.P

9. The Hon. Dr. James Murgor, M.P 19. The Hon. Mwinga Gunga, M.P

10. The Hon. Dr. James Nyikal, M.P 20. The Hon. Paul Koinange, M.P

11. The Hon. Dr. Stephen M. Mule, M.P

ABSENT WITH APOLOGY:

21. The Hon. Dr. Rachel Nyamai, M.P . Chairperson

22. The Hon. Alfred Agoi, M.P 26. The Hon. James Gakuya, M.P
23. The Hon. Christopher Nakuleu, M.P 27. The Hon. Michael Onyura, M.P
24. The Hon. Dr. Naomi Shaban, M.P 28. The Hon. Mwahima Masoud, M.P
25. The Hon. Dr. Patrick Musimba, M.P 29. The Hon. Zipporah Kering, M.P

IN ATTENDANCE:

National Assembly Secretariat

Susan Maritim - First Clerk Assistant
Nebert Ikai - Third Clerk Assistant
Hassan Arale - Third Clerk Assistant

MIN. NO DCH 195/2014: PRELIMINARIES

The meeting was called to order at 10.00am with a word of prayer by Hon. Dr. Robert Pukose,
MP.

MIN. NO DCH 196/2014: CONSIDERATION OF NHIF REPORT - WAY
FORWARD FOR KAREN CENTRE OF EXCELLENCE

The Committee continued with consideration of NHIF Report, and made the following
amendments :-

i.  Paragraph 6 to merge with 7 and paragr:aph starting with “the sale agreement” to
become 7.



il Paragraph 23 - establish existence of “the Development Bank of Kenya”. It was
established that indeed the Development Bank of Kenya does indeed exist.

iii.  Paragraph 30 - replace 24ha with 9.25ha.

iv. Paragraph 30: insert * (iii) That the land is not fenced.”

V. Paragraph 34 remove “of” and replace it with “is”

Vi. On Recommendations, The Committee resolved to amend No.2 to read "The Ministry
of Health to oversee the implementation of the flagship project to completion
including ownership after reimbursing NHIF all monies contributed to the
project to date that have been invested contrary to the NHIF Act CAP 255.”

The Report will be adopted in the next meeting.
MIN. NO DCH 197/2014 PENDING BUSINESS BEFORE THE COMMITTEE

The Committee reviewed pending business before the Committee as follows: -

1. Bills
Published Bills

i.  Statute Law Miscellaneous Amendment Bill, 2014 ( KNUT protesting
exclusion from NHIF Board)

The Committee also heard that Kenya Medical Association (KMA), Christian
Health Association of Kenya (CHAK) and Catholic Church have proposed
amendments to the Bill.

The Committee will consider the matter and propose amendments.

ii.  Kenya National AIDS Authority Bill, 2014 (Hon. Opiyo) — Awaiting Report
adoption.

iii.  Mental Health Bill, 2014 - Hon. Lekuton

iv.  Traditional Practitioners Health Bill, 2014 — Hon. R. Nyamai

v. Diabetes Management Bill, 2014 — Hon. R. Nyamai

Pre-Publication Scrutiny
Malaria Prevention Bill, 2014
2. Statements

Statement No0.140/2014 requested by Member for Maara Constituency (Hon. Kareke
Mbiuki, M.P.) to the Chairperson of the Departmental Committee on Health regarding failure
by the National Hospital Insurance Fund to reimburse medical claims submitted by mission
hospitals.

3. Petition

Petition by Members of Kenya Medical Laboratory Technicians and Technologists Board
regarding the Pharmacy and Poisons (Amendment) Bill, 2014 — Request presented by Speaker
on 3 June, 2014
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The Committee has 60 days to report back to the House.

4. Reports

i NHIF - Karen & Reform of NHIF

i. MTRH

il Visits to health facilities in Kakamega, Kisumu, Mombasa & Kilifi Counties
iv. 67" WHA Report

5. Requests by Stakeholders

i Request by the Nursing Council of Kenya: Regulation of medical devices
and clinical trials by the Pharmacy and Poisons Board — Legal Notice No. 192 of
2010 and Gazette Notice No. 1879 of 2014 —Matter to be jointly handled by
Health Committee and Delegated Legislation Committee.

ii. Request by BAT Kenya: Meeting to discuss Tobacco Control Regulations,
2014 - 19" June, 2014 ( it was resolved that the meeting be held in the week of
23" June, 2014).

6. Upcoming Foreign Travel
i.  BAT sponsored visit to the Research & Development Center in Southampton, UK in
July, 2014.
ii.  Study tour to Canada and Cuba, TBC but tentatively August/September, 2014
iii. NEAPACOH, Uganda, 8 — 12 September, 2014
iv. UN General Assembly Special Session, New York, USA in Sept 2014
The Committee will nominate Members of the Delegation in the next meeting.

MIN. NO DCH 198/2014 ADJOURNMENT

There being no other business, the-meeting was adjourned at 11.30am.

SIGNED.
HON (DR.) ROBERT PUKOSE, M.P
(Vice Chairperson)
DATE .o} 8006, 20 %
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MINUTES OF THE 40™ SITTING OF THE DEPARTMENTAL COMMITTEE ON
HEALTH, HELD ON WEDNESDAY, 28™ MAY, 2014 IN 2"° FLOOR COMMITTEE
ROOM, PROTECTION HOUSE, PARLIAMENT BUILDINGS AT 3:00 PM PRESENT

1. The Hon. Dr. Rachel Nyamai, M.P = Chairperson

2. The Hon. David Karithi, M,P 8. The Hon. Fred Outa, M.P

3. The Hon. Dr, Naomi Shaban, M.P 9. The Hon. James Gakuya, M.P

4. The Hon. Dr. David Eseli, M.P 10. The Hon. Joseph O. Magwanga, M.P
5. The Hon. Dr. James Murgor, M.P 11. The Hon. Kamande Mwangi, M.P

6. The Hon. Dr. James Nyikal, M.P 12. The Hon. Leonard Sang, M.P

7. The Hon. Dr. Stephen Wachira, M.P 13. The Hon. Stephen M. Mule, M.P

ABSENT WITH APOLOGY:
14. The Hon. Dr. Robert Pukose, M.P-
Vice-Chairperson

15. The Hon. Alfred Agoi, M.P 23. The Hon. Leonard Sang, M.P

16. The Hon. Christopher Nakuleu, M.P 24. The Hon. Michael Onyura, M.P

17. The Hon. Dr. Dahir Mohamed, M.P 25. The Hon. Mwahima Masoud, M.P

18. The Hon. Dr. Enoch Kibunguchy, M.P 26. The Hon. Mwinga Gunga, M.P

19. The Hon. Dr. James Gesami, M.P 27. The Hon. Paul Koinange, M.P

20. The Hon. Dr. Patrick Musimba, M.P 28. The Hon. Raphael Milkau Otaalo, M.P
21. The Hon. Dr. Susan Musyoka, M.P 29. The Hon. Zipporah Kering, MP

22. The Hon. John Nyaga Muchiri, M.P

IN ATTENDANCE:

National Assembly Secretariat

Susan Maritim - First Clerk Assistant
Marale Sande - Senior Research Officer
Nebert Ikai- - Third Clerk Assistant
Hassan Arale - Third Clerk Assistant

MIN. NO DCH 185/2014: PRELIMINARIES

The meeting was called to order at 3.00pm with a word of prayer by Hon. Dr. Stephen
Wachira, MP.

MIN. NO DCH 186/2014: REPORT ON THE WAY FORWARD FOR THE NATIONAL
HOSPITAL INSURANCE FUND’S PROPOSED KAREN
MEDICAL CENTRE OF EXCELLENCE

The Committee considered the Report on the way for NHIF's Proposed Karen of Excllence
and made the following comments:
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i "Karen” should be inserted in the Report Title

ii.  There is need for further clarification on the figures showing how much was paid was
paid to consultants vis-a-vis the Abirtrator’s Award ( pg. 16)

iii. Combine paragraphs 18 and 19.

iv. Delete mention of personalities e.g Richard Kerich in paragraph 26 and James
Macharia in paragraph 28.

v.  On Observations and Findings, it was resolved that there is need to insert
paragraphs on the visit to Karen and the meeting with the Project Manager. 5

vi. ~ On Recommendations, it was unanimously resolved that the Ministry of Health B4
should take ownership of the project and that the project should proceed
expeditiously to avoid further loses due to delay or termination. However, on the
matter of NHIF's stake in the ownership, it was resolved that a legal opinion be
sought to protect NHIF's interests in the new ownership structure. 2.the project
ownership remains with the ministry of health with legal opinion on the transitional
way being sought from the legal department .

MIN. NO DCH 187/2014 ADJOURNMENT

There being no oﬁhég%aésxﬁ]e’ss,\the meeting was adjourned-at 6.15 P.M
I/
/.

7

SIGNED...... 5.

.................................................................................

VAR
HON (DR.) RACHEL NYAMAI, M.P

(Chairperson)

DATE...[o.lu6laQi4 ...
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MINUTES OF THE 39" SITTING OF THE HEALTH COMMITTEE HELD IN MEMBERS
LOUNGE, MAIN PARLIAMENT BUILDINGS ON TUESDAY, 27™ MAY, 2014 AT
02:30PM

PRESENT
1. The Hon. Dr. Rachel Nyamai, M.P 7. The Hon. David Karithi, M,P

= Chairperson 8. The Hon. Dr. James Murgor, M.P
2. The Hon. Dr. David Eseli, M.P 9. The Hon. Dr, Naomi Shaban, M.P
3. The Hon. Leonard Sang, M.P 10. The Hon. Dr. Stephen Wachira, M.P
4. The Hon. Fred Outa , M.P 11. The Hon. John Nyaga Muchiri, M.P
5. The Hon. James Gakuya, M.P 12. The Hon. Paul Koinange, M.P
6. The Hon. Joseph Magwanga, M.P 13. The Hon. Dr. Stephen M. Mule, M.P

ABSENT WITH APOLOGY:

14. The Hon. Dr. Robert Pukose, M.P - 22.The Hon. Dr. Susan Musyoka, M.P
Vice-Chairperson 23. The Hon. Kamande Mwangi, M.P

15. The Hon. Alfred Agoi, M.P 24. The Hon. Leonard Sang, M.P

16. The Hon. Zipporah Kering, M.P 25. The Hon. Christopher Nakuleu, M.P

17. The Hon. Dr. Patrick Musimba, M.P 26. The Hon. Michael Onyura, M.P

18. The Hon. Dr. Dahir Mohamed, M.P 27. The Hon. Mwahima Masoud, M.P

19. The Hon. Dr. Enoch Kibunguchy, M.P 28. The Hon. Mwinga Gunga, M.P

20. The Hon. Dr. James Nyikal, M.P 29. The Hon. Raphael Milkau Otaalo, M.P

21. The Hon. Dr. James Gesami, M.P

- IN ATTENDANCE:

National Assembly Secretariat

Marale Sande - Senior Research Officer
Nebert Ikai- - Third Clerk Assistant
Hassan Arale - Third Clerk Assistant

NHIF Project Manager
Mr. Nyagah Kithinji
MIN. NO DCH 180/2014 PRELIMINARIES

The meeting was called to order at 2.30pm and a word of prayer said by Hon. Joseph
Magwanga, MP. This was followed by a round of introductions.

MIN. NO DCH 181/2014 CONFIRMATION OF MINUTES
Confirmation of minutes of the previous meeting was differed to the next sitting

MIN. NO DCH 182/2014 MEETING PROJECT MANAGER: KAREN CENTER OF
EXCELLENCE ,



The Committee held a brief meeting with the Project Manager, Mr. Nyagah B. Kithinji, with the
view of seeking clarifications on some of the issues regarding the Karen Centre of Excellence.
The following is @ summary of the issues:

BACKGROUND INFORMATION ON KAREN CENTRE OF EXCELENCE

1. The project was proposed in 2001 as a Health care Resource Centre with accredited hospitals
and NHIF as participants. The Purpose for the project was to support delivery of essential
medical services, education and capacity building for various professional in the management
of the health sector. The initial plan was to have the project consist of medium sized health
medical centre for demonstration, training facilities’ central stores for NHIF records and

recreational facilities’,

2. In 2006, however, the project was up scaled to a referral medical centre and training
institute in consultation with the Ministry of Medical services with the sole purpose of being
an adjunct to accredited hospital for diagnostic capacity, a clearing house for advanced
medical technologies among others. The initiative was upgraded further to a medical centre
of excellence in Kenya to assist the Country to respond to emerging diseases and increasing
disease burden in addition to leveraging on the emerging market in medical tourism. It was
expected that the foregoing will match other centres of excellence in the world in diagnostics
and treatment and reverse the flow of Kenyan patients to India, South Africa and other
medical destinations for specialized treatment, as well as to make Kenya a regional medical
tou-rvis.r}'ﬁ’:“tﬁes’tination. Also, the project was to supplement the universities and middle level

medical colleges in training more cadre to bridge the gap between the annual addition of

trained personnel into the medical field and the persistent shortfall of personnel.

3. On the current status of the project, it is regarded as one of the health sector flagship vision
2030 projects of the national government with the following distinct components, a medical
centre, a training institute, administration building and support facilities with facilities ranging
from outpatient services, Accident and Emergency, Physio and Hydrotherapy areas, Cancer
treatment centre with 2No MRI, 30 operating theaters, 10 X-Ray Rooms and 9 ultrasound
rooms. Others include, 3 CT Scan Rooms, a 26 bed ICU, 12 bed HDU, 6 bed special care unit,
a dialysis centre, an 815 bed capacity inpatient ward, specialized doctors clinics, fertility

centre and a recuperation center.

4. On the status of the design, the consultants, that is, the architectural designers, civil and
structural engineering designers and mechanicél and electrical engineering designers and
quantity surveyors have completed their designs including developing a business plan. The
project therefore is ready for tendering with estimated construction cost expected at Ksh
24.62Billion.
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5. On the feasibility studies, business plan and project concept paper, the Ministry of Finance,
vide communications dated 27" and 28" April 2012, ref ZZ/MOF/253/016 “K” indicated that
the ‘Karen project is very suitable for the PPP procurement and could be used as a pilot
project for health PPP. As such, Treasury advised that feasibility studies, business plan and

concept paper be done and to include the following aspects in liaison with the Director of PPP

Secretariat at the Ministry of Finance:

i Restructure the project in three phases highlighting medical specialties and revenue
creation centres for settlement of payments to the private sector investors under the
PPP.
ii. Restructuring the project for appropriate investment and financing options
iii. Health market survey and socio-economic studies
iv. Capital costs and revenues

V. Financial viability of the project

6. It was therefore envisioned in the plan that the payback period of eight and a half years

,average annual rate of return of 18.84% and internal rate of return (IRR) of 14.85%.

7. On the outstanding work with completion of all the design work, construction ought to
commence. To progress implementation, therefore, the Project Manager informed the
Committee that, the Ministry of Health and Finance will be required to:

i Validate the feasibility study, structure of the project while providing the ethical, legal
and financial support for the procurement of private partners for the components that
will run the PPP and BOT;

ii.  Identify partners and firm up partnership agreements with p'otential joint venture
investors and BOT contractors;

iii.  Startinfrastructure component of Phase 1 of the Project;
iv.  Conclude negotiations with China Development Bank for a loan to finance part of the
infrastructure development;

v.  The Ministry to develop a comprehensive policy framework of referral and super
specialty hospitals for effective management of the national referral system

8. On the financing proposal of the project, several components of the project were to be
financed using different modalities. For examble infrastructure development financing is
through government budget allocation and a soft loan (long term, low interest) with
government guarantee. Towards this end, the Development Bank of China did express

interest in financing the project and signed a Memorandum of Understanding with the Office
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10.

11.

12.

13

of the Prime Minister in the last Government. It designated the Development Bank of Kenya
as its local representative and disbursing agency and discussions began but they were not

concluded. The offer can be revived and followed to conclusion.

As regards medical equipment and operationalization of the hospital, it is proposed that this
component be financed through a strategic partnership (PPP) with equipment manufacturers
whereby the Hospital and Training Institute lease equipment from the manufacturers and
sign maintenance agreements for a period to be informed by best practices in the area. The
component may also be financed by NHIF as an investment in the project as provided for in

Section 34(2) of the National Hospital Insurance Fund Act 9 of 1998.

Management and maintenance component of the project is expected to be run through
management contracts with private sector operators and joint venture operations with
training institutions for the Training Institute e.g. the Chinese system of affiliation of hospitals
to universities where universities get space, equipments and a hospital to train their students
and in turn offer consultants and students to run part of the services in the hospital is

recommended.

The Build, Operate and Transfer (BOT) Financing Model is recommended to be considered for

provision of the hostels, auditorium equipment, car parks etc.

The Project Manager further clarified the matter of professional fees where it was indicated
that the project has been designed by local professionals and has undergone various changes
since it was first commissioned in 2002. However, fees are charged on the final version of the
project. Although the bulk of the fees are payable at the conclusion of the design stage of
the project, the consultants would be agreeable that the fees be paid in installments in order
to spread the financial burden of the project and achieve an early commencement of project
implementation. The payment is on a reclining balance where the Architect is paid at six
percent (6%), the Quantity Surveyor at three point five percent (3.5%), Structural Engineers’
rate is pegged at 3.25% on sliding scale while the Mechanical and Electrical Engineers are
compensated at three per cent (3%). As such, the Manager sought to clarify that the interim

payment towards the consultancy fee contributes, to the centre of excellence.

.On the ownership of the project by NHIF vis-a-vis its mandate as provided in the NHIF Act of

1998, the Project Manager referred to the Act which states that;
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34. (1) All moneys in the Fund which are not immediately required to be applied for the

purposes of this Act shall be invested:

a. In such investment in a reputable bank, being an investment in which trust funds,
or part thereof, are authorized by law to be invested,

b.  In the procurement and acquisition of essential medical equipment for provision to
hospitals, on such terms and conditions as the Board may, from time to time,
prescribe;

Provided that the Board may advance money to any declared hospital for improvement of
medical and health care services, subject to the Board being satisfied that such hospital is

financially viable and in any underserved area, as may from time to time, be defined by

the Minister.
(2) All investments made under this section shall be held in the name of the Board.

14.With the foregoing, the Manager concluded that the proposed project has a component of
medical equipment and hospital furniture constituting about thirty five per cent (35%) of the
overall investment in the project. To comply with Section 34, sub-section 34(1) (b) of the
Act, contribution by NHIF to this investment can be deemed to be confined to medical
equipment and hospital furniture provisions so that the relative cost of this component, to the
overall project cost is not more than 35%. Further, that the Ministry of Health may structure
the ownership in such a way that NHIF is given a stake in the project which is commensurate
to its input in meeting the initial financial requirements to start off the implementation
programme.

MIN. NO DCH 183/2014 ANY OTHER BUSINESS

Report on NHIF' Capacity to roll out Universal Health Care was set to be discussed on
Wednesday afternoon at 2.30pm

MIN. NO DCH 184/2014 ADJOURNMENT

HON (DR.) RACHEL NYAMAI, M.P

(Chairperson)
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MINUTES OF THE 38™ SITTING OF THE HEALTH COMMITTEE HELD IN
MEMBERS LOUNGE, MAIN PARLIAMENT AT ON TUESDAY, 27™" MAY, 2014
AT 10.30AM.

PRESENT

1. The Hon. Dr. Rachel Nyamai, M.P

N Vs W

The Hon. Dr. David Eseli, M.P
The Hon. Leonard Sang, M.P
The Hon. Fred Outa , M.P

The Hon. James Gakuya, M.P
The Hon. Joseph Magwanga, M.P
The Hon. David Karithi, M,P

ABSENT WITH APOLOGY:
14.The Hon. Dr. Robert Pukose, M.P

15.The Hon.
16.The Hon.
17.The Hon.
18.The Hon.
19.The Hon.
20.The Hon.
21.The Hon.
22.The Hon.

Alfred Agoi, M.P
Zipporah Kering, M.P

Dr
Dr
Dr
Dr
Dr
Dr

. Patrick Musimba, M.P

. Dahir Mohamed, M.P

. Enoch Kibunguchy, M.P
. James Nyikal, M.P

. James Gesami, M.P

. Susan Musyoka, M.P

IN ATTENDANCE:

National Assembly Secretariat

Marale Sande

Nebert Ikai-

Hassan Arale-

- Chairperson

8. The Hon.
9. The Hon.
10.The Hon.
11.The Hon.
12.The Hon.
13.The Hon.

Dr. James Murgor, M.P
Dr, Naomi Shaban, M.P
Dr. Stephen Wachira, M.P
John Nyaga Muchiri, M.P
Paul Koinange, M.P

Dr. Stephen M. Mule, M.P

Vice-Chairperson

23.The Hon.
24.The Hon.
25.The Hon.
26.The Hon.
27.The Hon.
28.The Hon.
29.The Hon.

- Senior Research Officer
- Third Clerk Assistant
Third Clerk Assistant Clerk

MIN. NO DCH 175/2014 PRELIMINARIES

Kamande Mwangi, M.P
Leonard Sang, M.P
Christopher Nakuleu, M.P
Michael Onyura, M.P
Mwahima Masoud, M.P
Mwinga Gunga, M.P
Raphael Milkau Otaalo, M.P

The Chair called the meeting to order at 10.30 am and commenced with prayers by
Hon. Dr. Racheal Nyamai, MP.

MIN. NO DCH 176/2014 CONFIRMATION OF MINUTES

Confirmation of Minutes was deferred to the next sitting.
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MIN. NO DCH 177/2014 CONSIDERATION OF NHIF REPORT: KAREN
CENTER OF EXCELENCE

The Committee considered the draft NHIF Centre of Excellence Report and made the
following comments:-

That the Ministry of Health should take over the project including its assets
and liabilities;

ii.  That the Ministry of Health should source for funding for the project to see it
that will see it implemented to completion;

li.  The secretariat was tasked to put together all the necessary appendices to
support the Report.

The Committee further recommended as follows: That;

a) Recommendation no. 1 be removed
b) Recommendation no. 2 be removed
a) Recommendation no. 3 be removed
b) Recommendation no. 4 be removed

MIN. NO DCH 178/2014 ANY OTHER BUSINESS

The Committee resolved to invite the Karen Project Manager to appear before the
Committee, on Tuesday, 27" May, 2013 at 2.30pm.

The Report on NHIF's preparedness to roll out the Universal Health Care was
scheduled for consideration on Wednesday, 28" May, 2014 at 2.30pm.

MIN. NO DCH 179 ADJOURNMENT

There being no other business, the meeting was adjourned at 1:00 pm meeting until
2.30pm, same day, same venue.

LGN ED.... 7y et e et e e e e e s et e et et e et e e
HON (DR.) RACHEL NYAMAI, M.P

(Chairperson)
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MINUTES OF THE 23R° SITTING OF THE HEALTH COMMITTEE HELD IN COMMITTEE
ROOM ON 2" FLOOR, CONTINENTAL HOUSE, PARLIAMENT BUILDINGS, ON
TUESDAY, 9™ APRIL, 2014 AT 10.30AM

PRESENT

1. The Hon. Dr. Rachel Nyamai, M.P. - Chairperson

2. The Hon. Dr. James Nyikal, M.P.

3. The Hon. Christopher Nakuleu, M.P. 12. The Hon. Hassan Aden Osman, M.P.
4. The Hon. Dr. David Eseli, M.P. 13. The Hon. John Nyaga Muchiri, M.P.
5. The Hon. Alfred Agoi, M.P. 14. The Hon. Joseph Magwanga, M.P.
6. The Hon. David Karithi, M.P. 15. The Hon. Leonard Sang, M.P.

7. The Hon. Dr. Dahir Mohamed, M.P. 16. The Hon. Michael Onyura, MP

8. The Hon. Dr. James Murgor, M.P. 17. The Hon. Eng. Stephen Mule, M.P.
9. The Hon. Dr. James O. Gesami, M.P 18. The Hon. Zipporah Jesang, M.P.

10. The Hon. Dr. Stephen Wachira, M.P. 19. The Hon. Raphael Milkau Otaalo, M.P.

11. The Hon. Dr. Susan Musyoka, M.P
ABSENT WITH APOLOGY

20. The Hon. Dr. Robert Pukose, MP-
Vice Chairperson

21. The Hon. Dr. Enoch Kibunguchy, M.P. 26. The Hon. Kamande Mwangi, M.P
22. The Hon. Dr. Naomi Shaban, M.P. 27. The Hon. Mwahima Masoud, M.P.
23. The Hon. Dr. Patrick Musimba, M.P. 28. The Hon. Mwinga Gunga, M.P
24. The Hon. Fred Outa, M.P. 29. The Hon. Paul Koinange, MP

25. The Hon. James Gakuya, M.P.

IN ATTENDANCE (National Assembly Secretariat)

Susan Maritim - First Clerk Assistant

MIN. NO. DCH/108/2014 PRELIMINARIES

The meeting was called to order at 10.30am followed by a word of prayer from Hon. Dr. Susan
Musyoka, MP.

MIN.NO.DCH/109/2014 CONFIRMATION OF MINUTES

Minutes of the 19" Sitting were confirmed as a true record of the proceedings having been
proposed by Hon. Christopher Nakuleu, MP and Seconded by Hon. Raphael Otaalo, MP.

Minutes of the 20" Sitting were confirmed as a true record of the proceedings having been
proposed by Hon. Muchiri Nyagah, MP and Hon. Dr. ':James Nyikal, MP.

MIN.NO.DCH/110/2014 MATTERS ARISING FROM THE MINUTES



i) NHIF Proposed Karen Centre of Excellence:
The Committee observed that there is need to visit the said parcel of land in Karen. Further,
revisited its previous stand on summoning the former Prime Minister to a meeting and resolved
that there wasn’t sufficient reason to summon him. The Committee will consider the draft
Report in Mombasa and give further direction on the need to invite the former Minister for

Medical Services, Sen. Prof. Anyang Nyong'o to shed more light on the matter.

The Secretariat reported that NHIF was yet to forward the Authentication Report as instructed
in the previous meeting. Secretariat to liaise with CEO's office to get the Report at the earliest

opportunity.

i) Gazettement of Health Management Committees

The Committee considered the Gazette Notice dated 21 March, 2014, specifically on the
Gazettement of Hospitals Management Committees by the CS, Health. The Committee noted
that the Notice covered only Provincial, District and Sub-District Hospitals and that the list did
not reflect the list forwarded by MPs for gazettement. It was resolved that the PS, forwards the

list as submitted by various MPs for further scrutiny by the Committee.

i) Inspection Visits to various County Health Facilities
The Committee resolved to conduct inspection visits to various Counties to assess progress of

implementation of health services in the current devolved system in preparation for the debate

on the Committee’s Report on Devolution.

«  The visits to take place on Thursday, 24™ April and 25" April, 2014. Departure date is
23" April, 2014.
* Members to be divided into 4 Groups/Regions to include Bomet, Embu. (Secretariat to
work out modalities and necessary logistic arrangements)
» Sample Level 1 — 5 Hospitals
» Objectives:
i. information on stocking of drugs ( stock levels, range of stock);
ii. staff establishment vis-a-vis requirements;
iii. staff remuneration
iv. utilization of cost-sharing funds and access to the said funds
v. Availability of requisite Equipment

vi. Brief on Free Maternity Programme
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MIN. NO. DCH/111/2014 ANY OTHER BUSINESS

1. VAT (Amendment) Bill, 2014: the Committee was informed that its amendments were
approved by the Budget Committee and will be discussed when the House resumes its

Sessions after the short recess.

2. Travel to WHO World Health Assembly Meeting in Geneva, Switzerland ( 15 — 25
May, 2014)

The Committee resolved to participate in the WHA Meeting and nominated the following
Members to participate in the event:-

(Chair or Vice Chair)

Hon. Dr. James Nyikal, MP
Hon. Dr. Dahir Duale, MP
Hon. Raphael Otaalo, MP
Hon. Joseph Magwanga, MP
Hon. Stephen Muchiri, MP
Hon. Michael Onyura, MP

N OO DA WN

The Members were nominated based on travel history. Members who have never traveled at
all (even with other Committees) were given first priority.

MIN. NO.DCH/112/2014: ADJOURNMENT

There being no other business, the meeting was adjourned at 1.30pm until same day at
2.30pm, in the same venue. e

SIGNE

HON. DR. RACHEAL NYAMAI, MP

(CHAIRPERSON)

DATE__ 22 [0 LL /9\{-’; [ L
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MINUTES OF THE 17" SITTING OF THE HEALTH COMMITTEE HELD IN
COMMITTEE ROOM IN ROOM NO. 7, MAIN PARLIAMENT BUILDINGS, ON
TUESDAY, 11" MARCH, 2014 AT 10.30AM

PRESENT

1. The Hon. Eng. Stephen Mule, M.P. ( Chaired meeting)

2. The Hon. Dr. Robert Pukose, MP - Vice Chairperson

3. The Hon. David Karithi, M.P. 12. The Hon. Fred Outa, M.P.

4. The Hon. Christopher Nakuleu, M.P. 13. The Hon. Hassan Aden Osman, M.P.
5. The Hon. Dr. Dahir Mohamed, M.P. 14. The Hon. James Gakuya, M.P.

6. The Hon. Dr. David Eseli, M.P. 15. The Hon. John Nyaga Muchiri, M.P.
7. The Hon. Dr. James Murgor, M.P. 16. The Hon. Michael Onyura, MP

8. The Hon. Dr. James Nyikal, M.P. 17. The Hon. Mwinga Gunga, M.P.

9. The Hon. Dr. James O. Gesami, M.P 18. The Hon. Raphael Milkau Otaalo, M.P.
10. The Hon. Dr. Stephen Wachira, M.P. 19. The Hon. Zipporah Jesang, M.P.

11. The Hon. Dr. Susan Musyoka, M.P.

ABSENT WITH APOLOGY

20. The Hon. Dr. Rachel Nyamai, M.P. 25. The Hon. Joseph O. Magwanga, M.P.
- Chairperson 26. The Hon. Kamande Mwangi, M.P

21. The Hon. Alfred Agoi, M.P. 27. The Hon. Leonard Sang, M.P.

22. The Hon. Dr. Enoch Kibunguchy, M.P.

28. The Hon. Mwahima Masoud, M.P.

23. The Hon. Dr. Naomi Shaban, M.P. 29. The Hon. Paul Koinange, MP
24. The Hon. Dr. Patrick Musimba, M.P.

IN ATTENDANCE

National Assembly Secretariat

Susan Maritim - First Clerk Assistant
Faith Nthenge - Protocol Officer

Nigerian Delegation on Health & ATM Committee

1. Hon. Joseph Haruna Kigbu, Chairperson, House Committee on HIV/AIDS, TB &
Malaria & Leader of Delegation

2 Hon. Babatunde Jimoh Adewale — Member, House Committee on HIV/AIDS/TB

3. Mr. Angulu Danladi, Clerk, Senate Committee on Health

4. Mrs. Maimuna Hajiya Yakubu Muhammad, Director, National Agency for Control of
AIDS (NACA)

5. Mr. Adenkunle Oyeyemj Adeniyi, Head, Legal Services (NACA)

6. Mr. Andrew Aiyewumi Adeoluwa, Officer in Charge of Human Rights (NACA) e

7. Mr. Victor Olaore Omolere Omosehin, Secretary, Network of People Living with
HIV/AIDS

8. Mr. Kennedy Mosoti — Legal Counsel, NACC



MIN.NO. DCH/78/2014: PRELIMINARIES
The meeting was called to order at 10.30am and commenced with a word of prayer by Hon.
Stephen Wachira, MP.

MIN.NO. DCH/79/2014: NHIF PROPOSED KAREN MEDICAL CENTRE OF
EXCELLENCE

The Committee discussed at length the matter of payment of pending bills owed to consultants
on the proposed Karen centre of excellence. The Committee revisited its resolution of 6®
March, 2014 that a letter 1s written to NHIF instructing the Fund not to make any payments to
consultants pending further direction and consultations from the Committee. The Committee
was gravely concerned that the Clerk did not dispatch the letter as per the Committee’s
direction. The secretariat responded that the Clerk advised that the Committee fast-tracks its
report to the House on the matter as opposed to issuing a letter which may attract litigation.

The Commuttee further directed-that-failure-to dispatch the letter to NHIF will result in the
Clerk appearing before the Committee on Wednesday, 12 March, 2014 to give reasons for his
decision.

The Committee was also concerned that the meeting with NHIF was rescheduled to 18"
March, 2014 at the Chair’s request. The i1ssue to be discussed further in the Chair’s presence.

‘Way Forward:

1. The secretariat to circulate the draft NHIF Report for discussion by the Committee in
the next meeting.

2. Further to the information provided by NHIF on the project, the Commuittee directed
that the Fund provides the following supporting documents: -
1. Letter from the Cabinet Secretary, Ministry of Health, instructing the Board to
initiate rapid response to validate pending bills for the consultants and negotiate

settlement;
11. Board Minutes of 25" January, 2014 and 28" February, 2014;
111. Analysis of the fee notes owed to consultants.
MIN.NO. DCH/80/2014: MEETING WITH NIGERIAN DELEGATION

The Committee met the Nigerian delegation on Health & ATM Committees including NACA
officials.

The Committee briefed the delegation on the Committee’s mandate and a brief history and
situation analysis of the HIV/AIDS situation in Kenya and the Kenya HIV/AIDS Prevention
and Control Act, 2006. '
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The delegation informed the Committee that they are in Kenya on a learning visit in order to

enrich the HIV/AIDS Anti-Discrimination Bill which is in 3* Reading in the Nigerian Senate.

Highlighted issues

1. Need to protect against discrimination of people living with HIV/AIDS

2. Rights of employers & employees

3. Emerging issues in HIV/AIDS e.g changing demographics, same sex unions, stigma and
discrimination

4. Challenges in implementation of existing laws ( CSOs come in handy in pushing the

government to implement)
5. Need for sustainable financing of healthcare especially HIV/AIDS programmes in the

wake of dwindling donor support.
6. Nigeria is considering taxation of telecommunication and airline companies to raise

funds for the fight against HIV/AIDS
7. General challenge of access to affordable healthcare in developing countries.

MIN.NO. DCH/81/2014 ANY OTHER BUSINESS
No other business arose.

MIN.NO. DCH/82/2014: ADJOURNMENT
There being no 0 H r,busmess the meeting was ad)oumed at 12.30pm.

SIGNED (
HON. DR RACHEAL NYAMAJ MP
(CHAIRPERSON)

DATE l?/u';/ Qeoil
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MINUTES OF THE 33®° SITTING OF THE HEALTH COMMITTEE HELD AT
NEPTUNE BEACH RESORT, MOMBASA ON THURSDAY, 29™ AUGUST,
2013 AT 10.30 AM.

PRESENT

The Hon. Dr. Rachel Nyamai, M.P. — Chairperson
The Hon. Dr. Robert Pukose, MP - Vice Chairperson

The Hon. Dr. David Eseli, M.P. The Hon. Alfred Agoi, M.P.

The Hon. Hassan Aden Osman, M.P. The Hon. Dr. Susan Musyoka, M.P.
The Hon. James Gakuya, M.P. The Hon. Zipporah Jesang, M.P.

The Hon. Joseph O. Magwanga, M.P. The Hon. Michael Onyura, M.P.

The Hon. John Nyaga Muchiri, M.P. The Hon. Kamande Mwangi, M.P

The Hon. David Karithi, M.P. The Hon. Raphael Milkau Otaalo, M.P.
The Hon. Fred Outa, M.P. The Hon. Christopher Nakuleu, M.P.
The Hon. Dr. James Murgor, M.P. The Hon.-Mwinga Gunga, M.P.

The Hon. Leonard Sang, M.P. The Hon. Dr. Stephen Wachira, M.P.

The Hon. Paul Koinange, MP

ABSENT WITH APOLOGY

The Hon. Dr. James Nyikal, M.P. The Hon. Dr. Naomi Shaban, M.P.
The Hon. Dr. Enoch W. Kibunguchy, M.P. The Hon. Dr. Dahir Duale Mohamed, M.P.
The Hon. Mwahima Masoud, M.P. The Hon. Dr. James O. Gesami, M.P.

IN ATTENDANCE
NATIONAL ASSEMBLY SECRETARIAT

Joash Kosiba - Fiscal Analyst
Sande Marale - Senior Researcher

MIN.NO. DCH/153/2013: PRELIMINARIES
The meeting was called to order at thirty minutes past ten o’clock.

MIN.NO. DCH/154/2013: COMMITTEE RESOLUTION AND PRESS RELEASE

The Committee met to revisit the deliberations made during its Retreat with National
Hospital Insurance Fund (NHIF) and the Ministry of Health held at Neptune Resort
Hotel in Mombasa on the 26th — 30th August 2013.

The Committee resolved to do a press release which was read by the Committee Chair.



PRESS RELEASE

The Departmental Committee on Health for the last three days has been holding a joint
retreat with the NHIF and Ministry of Health to deliberate on the capacity of the Fund
to roll out the Universal Healthcare, the issues concerning the proposed Karen Medical
centre and previous rolled out Civil Servants and disciplined forces Medical Scheme.

On the Universal Health Care provision, the Committee noted that NHIF remains the
key vehicle for the provision of Universal Health Care in Kenya. The Fund however
requires immediate interventions and transformation in the areas governance structure,
Policy reforms and an enabling legal framework among others.

The Committee also noted that the Fund lacks key strategic competencies and that there
were areas of skills mismatch in the critical departments. The Committee therefore
recommends and shall oversee that the Board and Management fast tracks the sourcing
of an external, independent Human Resource consultant to undertake a skills audit,
workload analysis and further provide an independent opinion in the rationalization of
staff within the Fund. Additionally, the Committee will liaise with the Ministry of Health
to fast track the enactment of requisite legal framework on Universal Health Care
including amending the NHIF Act in line with the Constitution.

The Committee deliberated on the proposed Karen Medical Centre and was in
agreement that establishment was outside of the mandate of the Fund as provided for in
section 5 of the NHIF Act and despite huge investment the project remains at design
stage. The Committee therefore recommends that The Board ceases from investing in the
project and that the Ministry takes up all matters related to such projects. The Committee
further recommended that EACC takes up the matter, investigate and those found
responsible be prosecuted.

On the Civil Servants and Disciplined Forces Medical Scheme the committee observed
that the Scheme was rolled out from 1Ist January 2012 but faced numerous challenges
among them inadequate services by the service providers, the mode of payment which in
this case was capitation. The Committee also noted that accreditation and registration of
medical facilities was not in compliance with Section 30 of the NHIF Act, the Public
Procurement and Disposal Act 2005 and the ISO Procedures manuals. With the foregoing
the Committee recommends that The Board and Management of the Fund implement
the Recommendations of the Auditor General Special Audit report on the Civil Servants
and Defense Services Medical Scheme and the Efficiency Monitoring Unit Report on the
alleged irregularities in the payments to private health providers by NHIF

In the next few weeks the Committee will spearhead a tripartite consultative meeting
between NHIF, investigating institutions (EACC) to determine the status of the
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investigation on the irregularities during the roll-out of the Civil Service and Defense

Services Medical Scheme so as to guarantee an informed way forward.

Further for effective monitoring of the anticipated roll out of the Universal Health Care
and in line with creating capacity of the fund in preparedness of the roll out, the
Committee recommends that the Board and Management of the Fund delinks M& E
from the Benefits and Quality Assurance unit and establishes a fully fledged M and E unit
with capacity to develop M&E systems for the health insurance products

MIN.NO. DCH/154/2013: ADJOURNMENT

There being no other business, the meeting was adjourned at 12.00 pm.

SIGNED

HON. DR. RACHEAL NYAMAIl, MP

(CHAIRPERSON)
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MINUTES OF THE 28™ SITTING OF THE HEALTH COMMITTEE HELD AT
NEPTUNE BEACH RESORT, MOMBASA ON TUESDAY, 27™ AUGUST, 2013,
AT, AT 9.00 AM.

PRESENT

The Hon. Dr. Rachel Nyamai, M.P. — Chairperson
The Hon. Dr. Robert Pukose, MP - Vice Chairperson

The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.
The Hon.

Dr. David Eseli, M.P. The Hon. Paul Koinange, MP

Hassan Aden Osman, M.P. The Hon. Alfred Agoi, M.P.

James Gakuya, M.P. The Hon. Dr. Susan Musyoka, M.P.
Joseph O. Magwanga, M.P. The Hon. Zipporah Jesang, M.P.

John Nyaga Muchiri, M.P. The Hon. Michael Onyura, M.P.

David Karithi, M.P. The Hon. Kamande Mwangi, M.P

Dr. James Nyikal, M.P. The Hon. Raphael Milkau Otaalo, M.P.
Fred Outa, M.P. The Hon. Christopher Nakuleu, M.P.
Dr. James Murgor, M.P. The Hon. Mwinga Gunga, M.P.
Leonard Sang, M.P. The Hon. Dr. Stephen Wachira, M.P.

ABSENT WITH APOLOGY

The Hon.
The Hon.
The Hon.
The Hon.

Dr. Enoch W. Kibunguchy, M.P. The Hon. Dr. Naomi Shaban, M.P.
Dr. Patrick Musimba, M.P. The Hon. Dr. Dahir Duale Mohamed, M.P.
Eng. Stephen Mutinda Mule, M.P.  The Hon. Dr. James O. Gesami, M.P.

Mwahima Masoud, M.P.

IN ATTENDANCE

NATIONAL ASSEMBLY SECRETARIAT

Joash Kosiba - Fiscal Analyst
Sande Marale . Senior Researcher
Eutychus Mwiti - Junior Legislative Fellow

MINISTRY OF HEALTH

Dr. James Macharia - Cabinet Secretary

Prof. Fred Segor - Principal Secretary

NHIF

Dr Joseph Aluoch - Chairman

Rt. Rev.Michael J.Sande - Board Member — Representing CHAK
Mr. Elijah Adul Onyango - Board Member — Representing KNUF
Mrs. Gilda Odera - Board Member - Representing FKE

Mr. S. Ole.Kirgotty - Chief Executive Officer/Secretary to the board



Ms. Lucy Rono - Corporate Secretary

Mrs. Millicent W. Mwangi - General Manager HR & Administration

Dr. George Midiwo - General Manager Benefits & Quality Assurance
Mr. Karingo Wa Njoka - General Manager ICT

Mr. David Mulli - General Manager Internal Audit & Compliance
Mr. Lawrence Ondari - General Manager Finance & Control

Mr. Jackson Gitimu - General Manager Operations & Marketing
Mrs. Jacinta Mwangi - Manager Finance Accounting

Ms. Nellie Keriri Kinyanjui - Assistant Manager Strategy & Corporate Planning
Mr. Chrisostim Wafula - Senior Officer Cost Management & Accounting
Ms. Ramla Tomno - Personal Secretary

Ms. Anastacia Nzovo - Personal Secretary

MIN.NO. DCH/ 134 /2013: PRELIMINARIES

The meeting was called to order at ten minutes past nine o’clock. The meeting started
with a word of prayer by Hon. Dr. Susan Musyoka, M.P. This was followed by a round
of introductions.

MIN.NO./DCH/ 135/2013: OPENING REMARKS

The CEO, NHIF welcomed everyone to the retreat and invited the NHIF Chairman to
give the welcoming remarks on behalf of NHIF.

Giving his opening remarks, the Cabinet Secretary, Ministry of Health, emphasized the
objective of the retreat. He highlighted the following issues that needed to be addressed
during the retreat: -

i. Way forward for proposed Karen Medical Centre of Excellence

ii. NHIF capacity to provide universal health care should be thoroughly assessed.
This should also include its governance capacity as well as its accountability, which
will require looking at the management and the HR structure as well as the Act
governing NHIF.

iii. The Cabinet Secretary further informed the Committee that the government was
in the process of establishing centres of excellence (Huduma centres) with all
ministries that provide services to the citizens put together, and NHIF was
designated to represent the Ministry of Health in these centres. So there is need to
ensure that NHIF is highly efficient by the time they roll out the centres.

Giving her opening remarks, the Chairperson of the Health committee pointed out the
need to address the various challenges affecting the Health sector.

MIN.NO. DCH/136/2013: OVERVIEW OF NHIF/ IFC DELOITTE REPORT

The CEO took the Committee through an overview of NHIF, after which Members of
the Committee asked questions and sought the following clarifications:-
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i.  Staff distribution vs available resources: it was established that the headquarters gets
more budgetary allocation because it supports the branches in various functions such
as advertising and general administration. The Committee was further informed that

the Board is working towards making operations standardised across all its branches.

ii. Provision of health insurance: The Committee was informed that NHIF will soon
roll out health insurance to employees of the TSC.

iii. There is need for more Kenyans in the informal sector to register and contribute
to NHIF.

iv. On the issue of private hospitals getting more payment than the public ones, the
Committee heard that this was caused by the fact that high-end private hospitals
charge more per person than the public hospitals and therefore claim more.

v. The Board was instructed to give periodic updates on implementation of reforms
at NHIF.

vi. The Board was further advised to seek the services of health insurance experts to
ensure efficiency in the Fund.

MIN.NO. DCH/137/2013: ADJOURNMENT

There being no other business, the meeting was adjourned at 13.15 pm. The next
meeting was scheduled for 2.15 pm same day, 27" August, 2013 at the same venue.

SIGNED

HON. DR. RACHEAL NYAMAI, MP

(CHAIRPERSON)
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MINUTES OF THE 32~p

SITTING OF THE HEALTH COMMITTEE HELD ON

THURSDAY, 29™ AUGUST, 2013 AT NEPTUNE BEACH RESORT, MOMBASA AT

8.00 AM.
e e e o e A I TSP

PRESENT

The Hon. Dr. Rachel Nyamai, M.P. — Chairperson

The Hon. Dr. Robert Pukose, MP

The Hon. Hassan Aden Osman, M.P. The Hon.
The Hon. James Gakuya, M.P. The Hon.
The Hon. Joseph O. Magwanga, M.P. The Hon.
The Hon. David Karithi, M.P. The Hon.
The Hon. Fred Outa, M.P. The Hon.
The Hon. Dr. James Murgor, M.P. The Hon.
The Hon. Leonard Sang, M.P. The Hon.

The Hon.
The Hon.

Paul Koinange, MP
Dr. Susan Musyoka, M.P.

The Hon.
The Hon.

- Vice Chairperson

Zipporah Jesang, M.P.

Michael Onyura, M.P.

Kamande Mwangi, M.P

Raphael Milkau Otaalo, M.P.
Christopher Nakuleu, M.P.
Mwinga Gunga, M.P.

Dr. Stephen Wachira, M.P.

Dr. Dahir Duale Mohamed, M.P.
Dr. James O. Gesami, M.P.

ABSENT WITH APOLOGY

The Hon. Dr. Enoch W. Kibunguchy, M.P. The Hon. Dr. James Nyikal, M.P.
The Hon. Mwahima Masoud, M.P. The Hon. Dr. David Eseli, M.P.
The Hon. Dr. Naomi Shaban, M.P. The Hon. Alfred Agoi, M.P.

The Hon.

IN ATTENDANCE

John Nyaga Muchiri, M.P.

NATIONAL ASSEMBLY SECRETARIAT

Joash Kosiba
Sande Marale
Eutychus Mwiti -

NHIF

Dr. Joseph Aluoch

Rt. Rev. Michael J.Sande
Mr. Elijah Adul Onyango
Mrs. Gilda Odera

Mr. S. Ole Kirgotty

M:s. Lucy Rono -
Mrs. Millicent W. Mwangi
Dr. George Midiwo

Mr. Karingo Wa Njoka
Mr. David Mulli

Mr. Lawrence Ondari -
Mr. Jackson Gitimu

Mrs. Jacinta Mwangi

Ms. Nellie Keriri Kinyanjui

Fiscal Analyst
Senior Researcher
Junior Legislative Fellow

Chairman

Board Member — Representing CHAK

Board Member - Representing KNUF

Board Member — Representing FKE
- Chief Executive Officer/Secretary to the board
Corporate Secretary
- General Manager HR & Administration

General Manager Benefits & Quality Assurance
- General Manager ICT
- General Manager Internal Audit & Compliance
General Manager Finance & Control

General Manager'Operations & Marketing
Manager Finance Accounting

Assistant Manager Strategy & Corporate Planning



Mr. Chrisostim Wafula - Senior Officer Cost Management & Accounting
Ms. Ramla Tomno - Personal Secretary
Ms. Anastacia Nzovo - Personal Secretary

MIN.NO. DCH/150/2013: PRELIMINARIES

The meeting was called to order at ten minutes past eight o'clock. Prayers were said by Rt. Rev.
Michael J. Sande.

MIN.NO. DCH/151/2013: ACTION PLAN/ WAY FORWARD
The Board was given 7days to submit the following information:-

Iz Detailed report on staff qualifications
ii. Minutes of Board meeting approving the Karen project;
iii. Directors of the company whose land is in dispute

iv. Directors of the consulting Firms
V. List of the 77 accredited health facilities
vi. Evidence of the Board asking re-inspection of facilities and recommendation of new
facilities
vii. Evidence of the extent of the implementation of the EMU report

It was resolved that NHIF remains the key vehicle for the provision of a Universal Health
Insurance in Kenya, as such the following measures need to be undertaken to realize this goal:-

i. The Committee to fast track amendments to the NHIF Act, 1998 in line with the
Constitution and taking into consideration the various recommendations in the several
reports on the Fund.

ii. The Committee to liaise with the Ministry of Health to fast track the enactment of
requisite legal framework on Universal Health Care.

iii. The Board and Management of the Fund to consider developing an
integrated Health Information Systems to support the implementation of
the Universal Health Care.

iv. NHIF establish a Committee to oversee the implementation of the NHIF/
IFC Deloitte Report with continuous updates on the status of its implementation to
the Committee.

v. The Board and Management to fast track the sourcing of an external,
independent Human Resource consultant to undertake a skills audit, workload
analysis and further provide an independent opinion in the rationalization of staff within
the Fund.

vi. On the proposed Karen Medical Centre project, the Board ceases investing
in the project particularly because it contravenes the Fund’s core function
which is purchase of healthcare. The Ministry of Health to focus on strengthening
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the already existing health infrastructure including Level Four and Five healthcare facilities
across the country as a way of comprehensively creating capacity of health facilities in the

roll out of the Universal Health Care.

The Public Investments Committee (PI1C)., which  has the mandate to audit public
corporations to take up the matter for further investigations.

vi. On the Civil Servants and Disciplined Forces Medical Scheme, the
Committee to spearhead tripartite consultative meeting between NHIF,
investigating institutions (EACC) to determine the status of the
investigation on the irregularities during the roll-out of the Civil Servants
and Disciplined Forces Medical Scheme so as to guarantee an informed way
forward. The Board and Management of the Fund to consider terminating the inpatient
contracts between the Fund and Equator Hospitals and Nairobi West hospitals given that
their affiliated health facilities, Clinix and Meridian respectively are under investigation:s.
The Board and Management of the Fund implement the recommendations of the
KENAO Special Audit report on the CSDSMS and the EMU Report on the alleged
irregularities in the payments to private health providers by NHIF-for the CSDSMS.

viii. For effective monitoring of the anticipated roll out of the Universal Health Care and in
line with creating capacity of the Fund in preparedness of the roll out, the Committee
recommends that the Board and Management of the Fund delinks M& E from
the Benefits and Quality Assurance unit and establishes a fully fledged
Monitoring and Evaluation unit with capacity to develop M&E systems for
the health insurance products.

MIN.NO. DCH\/]52/2013: ' ADJOURNMENT

djourned-at"10.00 am.

HON. DR. RACHEAL NYAMAI, MP
(CHAIRPERSON)

oate__ 2.2 (0G| 1y -

(
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MINUTES OF THE 29™ SITTING OF HEALTH COMMITTEE HELD AT
NEPTUNE BEACH RESORT, MOMBASA ON TUESDAY, 27 AUGUST, 2013
AT 2.00 PM.

PRESENT

The Hon. Dr. Rachel Nyamai, M.P. — Chairperson
The Hon. Dr. Robert Pukose, MP - Vice Chairperson

The Hon. Dr. David Eseli, M.P. The Hon. Paul Koinange, MP

The Hon. Hassan Aden Osman, M.P. The Hon. Alfred Agoi, M.P.

The Hon. James Gakuya, M.P. The Hon. Dr. Susan Musyoka, M.P.
The Hon. Joseph O. Magwanga, M.P. The Hon. Zipporah Jesang, M.P.

The Hon. John Nyaga Muchiri, M.P. The Hon. Michael Onyura, M.P.

The Hon. David Karithi, M.P. The Hon. Kamande Mwangi, M.P

The Hon. Dr. James Nyikal, M.P. The Hon. Raphael Milkau Otaalo, M.P.
The Hon. Fred Outa, M.P. The Hon.-Christopher Nakuleu, M.P.
The Hon. Dr. James Murgor, M.P. The Hon. Mwinga Gunga, M.P.

The Hon. Leonard Sang, M.P. The Hon. Dr. Stephen Wachira, M.P.

ABSENT WITH APOLOGY

The Hon. Dr. Enoch W. Kibunguchy, M.P. The Hon. Dr. Naomi Shaban, M.P.

The Hon. Dr. Patrick Musimba, M.P. The Hon. Dr. Dahir Duale Mohamed, M.P.
The Hon. Eng. Stephen Mutinda Mule, M.P.  The Hon. Dr. James O. Gesami, M.P.

The Hon. Mwahima Masoud, M.P.

IN ATTENDANCE

NATIONAL ASSEMBLY SECRETARIAT

Joash Kosiba - Fiscal Analyst
Sande Marale - Senior Researcher
Eutychus Mwiti - Junior Legislative Fellow

MINISTRY OF HEALTH

Dr. James Macharia - Cabinet Secretary

Prof. Fred Segor - Principal Secretary

NHIF

Dr Joseph Aluoch - Chairman

Rt. Rev. Michael J.Sande - Board Member — Representing CHAK
Mr. Elijah Adul Onyango - Board Member - Representing KNUF
Mrs. Gilda Odera - Board Member — Representing FKE

Mr. S. Ole Kirgotty - Chief Executive Officer/Secretary to the board



M:s. Lucy Rono - Corporate Secretary

Mrs. Millicent W. Mwangi - General Manager HR & Administration

Dr. George Midiwo - General Manager Benefits & Quality Assurance
Mr. Karingo Wa Njoka - General Manager ICT

Mr. David Mulli - General Manager Internal Audit & Compliance
Mr. Lawrence Ondari - General Manager Finance & Control

Mr. Jackson Gitimu - General Manager Operations & Marketing
Mrs. Jacinta Mwangi - Manager Finance Accounting

M:s. Nellie Keriri Kinyanjui - Assistant Manager Strategy & Corporate Planning
Mr. Chrisostim Wafula - Senior Officer Cost Management & Accounting
Ms. Ramla Tomno - Personal Secretary

Ms. Anastacia Nzovo - Personal Secretary

MIN.NO. DCH/138/2013: PRELIMINARIES

The meeting was called to order at twenty minutes past two o’clock.

MIN.NO. DCH/138/2013: PRESENTATION ON THE PROPOSED KAREN
MEDICAL CENTRE OF EXCELLENCE

The CEO, NHIF made a presentation on the Proposed Karen Medical Centre of
Excellence.

The Committee raised concerns on NHIF's mandate to carry out such a project, since
NHIF is a buyer and not a provider of health services. The Committee was informed
that the initial proposal for the establishment of staff recreational facility had been
approved by the NHIF Board but was later redesigned as Medical Centre of Excellence
and a flagship project under the Ministry of Medical Services. It is this proposed
establishment of Karen Medical Centre that was outside of the mandate of the Fund as
provided for in Section 5 of the NHIF Act.

The Committee also sought to know if the project was approved in the first place. In this
regard, the Committee directed the Board to provide Board Minutes of the meeting that
approved the project. The project was still at design stage despite the huge investment.
The projected cost is Kshs 7.2Billion comprising of (total payment and pending bills)

WAY FOWARD
On this issue, the Committee resolved as follows:

1. The Board should cease investing in the project particularly because it contravenes
the Fund's core function which is purchase of healthcare.
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2. The Ministry of Health to focus on strengthening the already existing health
infrastructure including Level 4 and 5 healthcare facilities across the country as a
way of comprehensively creating capacity of health facilities in the roll out of

Universal Health Care.

3. The CS supported the Committee’s position that since there were no prior
approvals by the NHIF Board and Treasury for the project, the pending bills
totaling to Kshs 5.659Billion as demanded by the various consultants are not

justified.

4. The Public Investments Committee (PIC) which is charged with auditing state
corporations should take up the matter of Karen project for further investigations.

MIN.NO. DCH/139/2013: ADJOURNMENT

There being no other business, the meeting was adjourned at 5.30 pm. The next meeting

HON. DR. RACHEAL NYAMAI, MP

(CHAIRPERSON)
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MINUTES OF THE 18™ MEETING OF THE HEALTH COMMITTEE HELD ON
TUESDAY, 23Rt JULY, 2013 IN COMMITTEE ROOM ON 2"° FLOOR,
CONTINENTAL HOUSE, PARLIAMENT BUILDINGS AT 9.00 A.M.

PRESENT

1. The Hon. Dr. Rachel Nyamai, M.P. -
The Hon. Dr. Robert Pukose, MP -

Chairperson
Vice Chairperson

N

3. The Hon. Dr. Stephen Wachira, M.P. 14. The Hon. Zipporah Jesang, M.P.

4. The Hon. James Gakuya, M.P. 15. The Hon. Mwinga Gunga, M.P.

5. The Hon. Joseph O. Magwanga, M.P. 16. The Hon. Hassan Aden Osman, M.P.
6. The Hon. Paul Koinange, MP 17. The Hon. Fred Outa, M.P.

7. The Hon. Raphael M. Otaalo, M.P. 18. The Hon. Dr. Susan Musyoka, M.P.
8. The Hon. Dr. James Murgor, M.P. 19. The Hon. Mwahima Masoud, M.P.
9. The Hon. Dr. James Nyikal, M.P. 20.The Hon. Leonard Sang, M.P.

10. The Hon. Dr. Naomi Shaban, M.P. 21. The Hon. Alfred Agoi, M.P.

11. The Hon. John Nyaga Muchiri, M.P. 22.The Hon. Dr. Dahir Mohamed, M.P.
12. The Hon. Christopher Nakuleu, M.P. 23.The Hon. Dr. Patrick Musimba, M.P.
13. The Hon. Dr. David Eseli, M.P. 24.The Hon. Kamande Mwangi, M.P.

ABSENT WITH APOLOGY

25.The Hon. Dr. Enoch Kibunguchy,
M.P.
26.The Hon. Michael Onyura, M.P.

27.The Hon. Eng. Stephen Mule, M.P.
28.The Hon. Dr. James Gesami, M.P.
29.The Hon. David Karithi, M.P.

IN ATTENDANCE

NATIONAL ASSEMBLY SECRETARIAT
Susan Maritim - First Clerk Assistant
Eutychus Mwiti - Parliamentary Intern

MINISTRY OF HEALTH
James Macharia -
Prof. Fred Segor

$.0le Kirgotty -
Ruth Makallah -
Lawrence Owdar -

Cabinet Secretary

Principal Secretary

CEO, NHIF

Manager Legal Affairs, NHIF
GM finance, NHIF

NURSES UNION
Jophinus Musundi
Winnie Shena -
Joseph K Wadereva -
Bernard Okeah
Lydiah Ngari

Eunice Gitindi
Thaddeus Morira

National Chairman, KNUN

1#* National Vice Chair, KNUN
National Organizing Secretary, KNUN
Administrator, KNUN

Deputy Chief Trustee .

Assistant Trustee

Kenya Progressive Nurses Association



MIN. NO. 80/2013: PRELIMINARIES

The Chairperson called the meeting to order at twenty minutes past nine o'clock. The
meeting started with a word of prayer by Hon. Dr. Patrick Musimba, followed by a
round of introductions.

MIN.NO. 81/2013: MEETING WITH CABINET SECRETARY FOR
HEALTH AND NHIF CEO TO DISCUSS THE
PROPOSED SPECIALIZED MEDICAL CENTRE OF
EXCELENCE, IN KAREN

The committee met the Cabinet Secretary for Health, Principal Secretary for Health, and
the NHIF CEO to discuss the proposed Centre for Excellence in Karen that was initiated
in 2001, and has since changed scope to proposed Medical Centre of Excellence.

The NHIF CEO comprehensively briefed the committee on the project.

The committee directed that the Fund to indicate the names of legal firms involved, just
as it had indicated the valuers and architectural firms.

The committee noted that the project was initiated without the requisite approval from
the Board and therefore that thorough investigations into the matter needed to be done.

WAY FORWARD

i. The committee resolved that the Board ceases any activity on the project be put
on hold to allow for further consultations on the matter.

ii. The committee noted that there were several issues touching on NHIF that could
not be deliberated in one committee sitting, and therefore resolved to have the
matter discussed further in a retreat with NHIF officials. The members also noted
that they needed more time to go through the lengthy report presented by NHIF.
The date of the retreat will be communicated.

MIN.NO. 82/2013 IRREGULARITIES IN THE MINISTRY OF
HEALTH

The Committee brought to attention of the Cabinet Secretary some irregularities noted in
the Ministry of Health.

1. Irregular communication in the Ministry

The committee raised concern over information that Mark Bor (former PS Public Health
& Sanitation) had signed letters in the month of July despite his term having ended and a
new PS Prof Segor appointed.
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The Cabinet Secretary concurred that it was irregular for Mr. Bor to sign the letters as
Permanent Secretary but clarified that Mark Bor was in the Ministry to guide the Ministry
in the transition period.

2. Fraud in the Ministry

The committee raised the concern over the information on the alleged loss of Ksh 80
million at the Ministry of Health, through transfer of funds to various bank accounts.

The cabinet secretary informed the committee that he was aware of the issue, and that
the case was already with the criminal investigation department.

MIN.NO. 83/2013 MEETING WITH THE NURSES UNION TO
DELIBERATE ON THE IMPENDING NURSES STRIKE

The committee met the leadership of the Nurses Union to discuss ways of averting the

impending strike by the nurses.

The KNUN informed the Committee that it had issued a strike notice on 5% July, 2013
and the notice ends on 26 July, 2013. The Union has since met with the PS Health twice
to address issues raised in the strike notice which are; -

1. Reverse transfer of personnel emoluments for nurses back to the National
Government

Establishment of Health Service Commission

Implement the revised Scheme of Service of Nurses

Complete negotiation of CBA with the KNUN

Employ 12, 000 maternity nurses and 30 nurses per county

Abolish all contractual employment of nurses and absorption of all nurses on

S I s TS S

contract
7. Withhold the proposed organisation structure of the Ministry of Health until

nurses are involved.

Resolutions/Way Forward

The Committee was in agreement that the issues raised are weighty but prevailed upon
the Union to postpone/call off the strike to allow for further negotiations and give the
new government more time to address their grievances. The Committee will also
schedule a retreat with all stakeholders e.g. CIC, Ministry of Health, Treasury, Ministry of
Devolution, Transition of Authority and CRA.

The Committee further resolved as follows:-
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i Health Service Commission: On the formation of the HSC, the Committee
implored upon the PS Health to fast-track drafting of the necessary Bill for
formation of HSC.

i. Gratuity for Nurses on contract: The Committee directed the PS to ensure all
nurses on contract are paid their rightful dues of 31% of their basic pay.

ii. Remittance of Union fees to the union: The Committee directed the PS to
remit union fees to the Union.

iv. Training of more nurses: The Committee recommended that KMTC should
train more nurses to meet the demand for trained nurses.

The PS made a commitment to effect the agreement above.

The Union requested for more time to go back for further consultations and make a
decision whether to call off the strike or not. '

MIN.NO. 84/2013 ANY OTHER BUSINESS

There was no other business.

MIN.NO. 85/2013 ADJOURNMENT OF THE MEETING

There being no other business, the meeting was adjourned at 12.45 pm. The date of the

next meeting will be communicated by notice.

~

(CHAIRPERSON)

DATE C//Oif/ O (¢
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Afya Yetu. Bima Yetu
HF/C/893 ‘B’/ (65) «D/L"M | |

15" May 2014

Justin Bundi, CBS

Clerk of the National Assembly
Clerk’s Chambers, National Assembly
Parliament Buildings

P.O. Box 41842-00100

NAIROBI

Dear S%‘M )

RE_/MEETING WITH DEPARTMENTAL COMMITTEE ON HEALTH

Reference is made to your letter KNA/DCH/CORR/2014 (28) dated 11" March 2014
and the Meeting held with the Departmental Committee on Health on the 18" March
2014, '

“This is to report that the Fund communicated to the Ministry of Land, Housing and
Urban Development (Public Works Directorate - Quantities and Contracts) forwarding
the Consultants Fee Notes on the Proposed Karen Medical Centre of Excellence as
follows :- '

1. NHIF Letter Ref : HF/C/969 VOL. lll/ (87) dated 27th March 2014.

2. Response from Ministry of Land, Housing and Urban Development Ref:
Q29/091 dated 2" April 2014

3. NHIF Letter Ref : HF/C/969 VOL. lil/ (88) dated 10th April 2014

4. NHIF Letter Ref : HF/C/969 VOL. llI/ (89) dated 15th April 2014

The Ministry of Land Housing and Urban Development has not responded on the said
letters. The response will be forwarded to the Departmental Committee on Health
upon receipt.

Yours  {ve. “_,? , g ]\/\ﬁk,l J;\W“
; /,./‘”'/

Vi
‘ RS
l .,.. R - o - A ft
S. ole KIRGOTTY /‘% s
CHIEF EXECUTIVE OFFICER / LEC\/)/Q e 0

Encl. . - é.f@ﬂm/ﬂ g f%’}ﬂ/fﬂ 4

| National Hospital Insurance Fund Headquaters, Ragati Road P.O. Box 30443 - 00100 Nairobi, Kenya
Tel: (020) - 2723255/6, 2723246, 2714793/94 Fax:2714806 E-mail:info@nhif.or.ke Website: www.nhif.or.ke



Afya Yetu._Eima Yetu.

H-F/C/9'6>9‘/VO'ALIII/87 |
27™ MARCH 2014

Pﬁndpal_ Sécretary e a S
L I\/Ijnistry of Land, Housing and Utban Development -~
%7 NAIROBI SR o

ATT: CHIEF QUANTITY SURVEYOR- MR NYAKIONGORA
¢ Denz Sz

 RE: PROPOSED MEDICAL CENTRE OF EXCELLENCE ON PLOT
__L.R.NO.24968/2 : FEES FOR CONSULTANTS . - . -

| ‘Enclosed herewith is an analysis of Fee Notes for. rhe.Karen -Pro'jevc_t-- The report -
highlights specific areas that need clarifications and professional opinion. - . B

) Please evaluate ahd.adﬁ.ée us"acco'rd.ihgly.
Yours faithfully -

~ S.ole KIRGOTTY RN
- CHIEF EXECUTIVE OFFICE

- National H&spital Insurance Fund Headquaters, Ragati Road P.0. Box 30443 - 00100 Nairobi, Ker_1ya
Tel: (020) - 2723255/6, 2723246, 2714793/94 Fax:2714806 E-mail:info@nhif.or.ke Website: www.nhif.or.ke



"Ngong Road, Nairobi
www.publicworks.go ke

 RefNo: Q29/091
Mr. S. ole Klr‘gotty,
. Chief Executive Officer,_
‘National Hospital Insurance Fund,

' r. Yours w@dﬂ

MINISTRY OF LAND HOUSING AND URBAN
DEVELOPMENT

Public Works Directorate - Quantities and contracts

P.0.Box 30743 - 00100
Tel +254 (0) 20 272 3101
Fax +254 (0) 20 272 4504
Email: info@publicworks.go ke

Works House,

Date: 2nd April, 2014 -

P.0. Box 30443 ~ 00100,

- NAIROBI.

Dear M,-, \4\&430%3

_ RE: PROPOSED MEDICAL CENTRE OF EXCELLENCE ON PLOT

* k=R, NO 24968/2 FEES FOR CONSULTANTS

_ Refer to your Ietter Ref. HF/C/969/VOL III/87 dated 27th March 2014 on the above;_

subject

For us to be in a posmon to give our professronal oplnlon we need to see:

(1) Your brief to the consultants’ and any other correspondence lncludlng_‘ '

consultancy agreements between yourselves and the consultants regardlng
this pro;ect o -

(2) Provrde us wrth documents for. the works that the Consultants have already E
.. undertaken on.the project. : ‘

' (3') " You need to confirm whether land is avallable since the PrOJect Manager has .
: pornted out that you have no land for the prOJect :

ﬁ};‘:

M. A. Nyaklongora, oGw
Ag. WORKS SECRETARY/CQS

N

. For: PRINCIPAL SECRETARY
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Afya Yatu. Bima Yetu

HF/C/969/VOL 111/88

10™ APRIL 2014

Principal Secretary
Ministry of Land, Housing and
Urban Development

NAIROBI

ATT: CHIEF QUANTITY SURVEYOR — MR. NYAKIONGORA

Dear Sir

RE: PROPOSED MEDICAL CENTRE OF EXCELLENCE ON PLOT
LR INO.24968/2 ' ' | B

Refer to your letter Ref: Q29/ 091 dated Zf‘d'Apﬁl'2014." "
Enclosed please find the following documents.

1.+ Brief to the Consultant’s and other cofresponden’ce- (in Costwise CDhy . |
2. Work carried out by the Consultants as forwarded from the Project Manager

Kindly evaluate the fee notes and advise us accordingly.

Yours faithfully

KARINGO WA NJOKA | |
FOR CHIEF EXECUTIVE OFFICER

National Hospital Insurance Fund Headquaters, Ragati Road P.O. Box _30443 - 001100' Nairobi, Keljya
Tel: (020) - 2723255/6, 2723246, 2714793/94 Fax:2714806 E-mait:info@nhif.or.ke Website: www.nhif.or.ke



HEF/C/969/VOL I111/89

15® April 2014

Principal Secretary

Ministry of Land, Housing and
Urban Development
NAIROBI

ATT: CHIEF QUALITY SURVEYOR MR. NYAK[ONGORA

, Dear Sir

- RE: PROPOSED MEDICAL CENTRE OF EXELLENCE ON PLOT

LR'NO.24968/2

Further to our letter Ref: HF/C/969/VOL III/88 dated 10Lh April 2014

-enclosed please find the following.

- 1, _Bms of Chnintities in wo volumes 1&2)
2. Information from consultants (Project Manager)- (CD Format)

~ These documents have been forwarded to you for technical evaluation.

Tei-
1€l

Kindly advise us accordingly.
Yours faithfully

S. ole KIRGOTTY
CHIEF EXECUTIVE OFFICER

Nationat Hospital insurance Fund Headqmters, Ragati Road P.O. Box 5—0443 GOITCO Nairobi, KeHnya A
(020} - 272325576, 2723246, 2714793794 Fax:2714806 E-mail:info@nhif.or.ke Website: www.nhif.orke
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STATUS REPORT ON THE PROPOSED KAREN
MEDICAL CENTRE OF EXCELLENCE

A BRIEF ANALYSIS

7TH MARCH 2014



1.0

INTRODUCTION

The comprehensive Report on the Proposed Karen Medical Centre of Excellence-

was Submltted by Letter Ref: HF/C/969/VOL.1II/ (54) dated 19t July 2013,

2.0 BOARD DECISIONS ON THE PROJECT -

The Board of NHIF presented the status of the Project and the Board’s position to the

Cabinet Secretary Ministry of Health vide letter Ref: HF/C/969 VOL. 11/ (48) dated 10"
June 2013_.

1.

The Parent Ministry appointed the Board as the lead agent on the Proposed Karen

Medrcal Centre of Excellence.

2. The Fund was the mstructmg Client on the commissioning of Consultants as the

Lead Agent on behalf of the Government and there was need to involve the -
Ministry of Health and the National Treasury on the status of the project whrch was

lmplemented based on the mstructrons from the Ministry of Health.

. The Fund had already mcurred substantral resources for services rendered by the

Consultants followrng the mstructrons given by the Parent Ministry to revise the

original project to adopt the Proposed Karen Medical Centre of Excellence. The

Fund was faced with pending bills and the need to seek‘.directions from the
Government on the same was paramount to guide the Board on the said

obhganons

. The Board resolved that it would not- proceed with the Project beyond the

Feasibility Study as the finances were not available for the same and appropriate

approvals had not been received from the National Treasury.

. The funding_ of the Project was envisaged to be addressed through Public Private

Partnerships‘ and clarification should be sought from the Government on the

extent the Board had funded the Project and the way forward for all pending bills

-and implementation of the development of the Project.



3.0 CABINET SECRETARIES LETTER

The Chairman of the Board received the response from the Cabinet Secretary instructing
the Board to initiate Rapid Response to validate the pending bills for the Consultants and
negotiate settlement. This letter was tabled to the Board during its meeting held on 25%
4January 2014 and the Board tasked the Pfoject Cor_nrﬁittee to ‘address the matter and

present its Report to the Board.

‘The Project Committee d_f the Board convened on the 28" February 2014 and in's_tructed

the Conciiitant
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ubmit the analysis of the Fee Notes for further review and submission
to the Ministry of Lands, Housing and Urban Development for assessment. The Project
Committee of the Board will convene to discuss the matter and advise the Board

accordingly.

This is the current status and any further action on the matter will be addressed in "

consultation with the relevant Government authorities to ascertain the commitments of

the Board of NHIF on the Proposed Project.

.................................

's.ole KIRGOTTY
CHIEF EXECUTIVE OFFICER

-
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MINISTRY OF HEALTH
OFFICE OF THE PRINCIPAL SECRETARY
elegraphic ress P 5"‘4& ’

¥e:e§hoi:xt: I‘::i(:obi 254 -20 -2717077 U‘/‘v@/\/" éi¥?{1§DO£ASII::ROAD
Fax: 254 -20 - 2719008 A P.O Box 30016 -00100
Email: ps@health.go.ke gu&c’/ NAIRQB] t
When replying please quote )
Ref: MOH/COMMS/14/1/21 30.10.2013

Mr. Justine Bundi
The Clerk to the National Assembly D E @ ,E FW C

| \i

Parliament Buildings | ey ‘} ﬂ \
P.O Box 41842-00100 N 3tocTaom |||,
NAIROBI | ' | f;,v’,
0 - CLERK’S OFFICE
Dear\j Ve QY Mk el Noiol

RE: NHIF BOARD REPORT ON THE PROPOSED KAREN MEDICAL
CENTRE OF EXCELLENCE

Reference is hereby made to your letter dated 25" October 2013 on the
above mentioned subject matter.

Pursuant thereto, we submit our update brief as follows:-

1. That the Project has officially been halted pursuant to the Cabinet
Secretary’s letter dated 31% July, 2013 (copy attached).

2. The Ministry is currently consulting with the Attorney General for

guidance on the risks involved and how they can be addressed and
or mitigated.

3. The current statement on the pending bills indicate that the pending
bills stand at Kshs.5,659,944,630.2{}.



We trust that the aforegoing brief suffices for your purpose. However, we
" remain avz;ilable for any further engagement in this regard.

Yours Csnan u,.ﬂ,bét_

Copy to: Cabinet Secretary
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MINISTRY OF HEALTH
OFFICE OF THE CABINET SECRETARY

Telegrams:"MINIHEALTH", AFYA HOUSE
Nairobi CATHEDRAL ROAD
Telephone Nairobi 2717077 . P O Box 30016

Email: cabsecretary@health.go.ke NATROBI

When replying please quote

Ref. No. MOH/ADM/1/1/16 315tJuly, 2013

Mr. Simon ole Kirgotty

Chief Executive Officer

National Hospital Insurance Fund
P.O. Box 30443-00100
NAIROBI

Dear e
RE: PROPOSED KAREN HOSPITAL

Following the recent revelation of huge ciaims by the consultants of the
Captioned project and the subsequent dispute by NHIF, I wish to direct
that no money should be paid until thorough investigations are
completed on how the said fees were committed and incurred.
Consequently, there should be no further commitments on this project,

~ You are further requested to provide a status report on the NHIF Car
Park, whose cost is said to have escalated from the contractual sum of
Kshs. 910 million to Kshs.3.9 billion.

I look forward to receiving the said status report within the next seven
days from the date of this letter.

Yours \'\M =~ ‘

James W, Macharia
CABINET SECRETARY

e



C.C. Mr. Francis Kimemia, EGH
Secretary to the Cabinet
Office of the President
NAIROBI

Mr. Henry Rotich
Cabinet Secretary

The National Treasury
NAIROBI

The Principal Secretary
Ministry of Health
NAIROBI



HF/C/969/VOL.11I/ (54)

19" July 2013

~ Justin Bundi
Clerk’s Chambers
National Assembly
Parliament Buildings
P.O0.Box 41842-00100
- NAIROBI -

~ Dear Sir,

RE: MEETING WITH HEALTH COMMITTEE TO_DISCUSS PROPOSED NHIF
|  SPECIALISED MEDICAL CENTRE OF EXCELLENCE, KAREN -

‘Reference is made to your letter KNA/DCH/CORR/ (13) dated 16t July 2013 on
the above subJect : . .

The Fund hereby submits the response to ISSUE‘S raised by the Health Commlttee’
and wish to state as follows ‘ -

: -AISSUE RAISED
COMPREHENSIVE BRIEF ON THE PROPOSED NHlF SPECIALISED MEDICAL

CENTRE OF EXCELLENCE, KAREN.
RESPONSE:
1.0 INTRODUCTION

NHIF at 1nceptlon envisaged to develop a model staff recreatlonal/tralnmg facmty in
©.2002.This was rede51gned as a model medical centre of excellence ln subsequent years.
The Medical centre was- adopted as one of the flagship pro;ects in the Vlsmn 2030 by the

Government in the Health sector in the year 2010/11.
‘The Medical Centre will consist of four components namely;-'

o Referral Centre
e Medical Production Centre

e Medical Education Centre (Institute)

National Hospital Insurance Fund Headquaters, Ragati Road P.0O. Box 30443 -00100 Nairobi, Kenya
Tel: (020) - 2723255/6,2723246,2714793/94 Fax: 2714806 E-mail:info@nhif.or.ke Website: www.nhif.or.ke



e Support facilities and Administration offices

2.0 BACKGROUND. ,
The Board during the Sixth Special Board Meeting held on 16”‘ January 2002 approved the -

establishment of a Training/Recreational fac1l1ty for the Fund

During the Twenty-Second Full Board Meeting held on 27" March 2002 the Board approved
Kshs.95,000,000.00 for purchase of land for the’ Trammg/Recreatlonal facility and made

2.1 PURCHASE OF LAND
4The Fund called for a valuation of the property on the 22™ January 2002. The Chief
~ Valuer, Mxmstry of Lands and Settlement then valued the property for Kenya Shillings One
Hundred Million Five Hundred Sixty ~Nine ' Thousand Seven Hundred Only
(Ksh. 100 569 700.00). The land L. R. 209/24968/2 was acqu1red from M/S Kaskazi Traders

Ltd for the sum of Kshs 93,712, 675/—

The sale Agreement for the purchase of Land was srgned on the 28th March 2002 The
Transfer of the Tltle to the Fund was effected on 20th December 2002 '

2.2 TREASURY. APPROVAL

State Corporations are requ1red to seek approval from the: National Treasury on matters
relatmg to acqursrtron and disposal of assets. In compliance- wrth this requ1rement the
Fund wrote to the Investments Secretary vide letter Ref. HF/C/960/6 dated 5™ March
2002 (ANNEXE 1) seekmg approval for the establlshment of the env15aged Resource

Centre. ThlS was modeled on the concept of purchasing land and buvldmg a complex for

_staff tralmng and welfare

The lnvestment Secretary responded advrsmg that the Ministry of Health was required to

grant approval for the project after consultations with the Treasury. The letter requested

for:

(1) FEASIBILITY STUDY FOR THE PROJECT

(2)  THE CORPORATION CASH FLOW PROJECTIONS.



The Report was submitted to the Treasury through the parent Ministry vide letter Ref.
HF/C/961/6 dated 5™ Apnl 2002 (ANNEXE 2).The Chlef Executwe Officer commissioned
the Consultants in April 2002 without the approvals of the Board and the Ministries of

Health and Finance as required. The following Consultants were commissioned: -

" ik Project Architects ' - Baseline Architects
"2 Interior Designer _ S _ Two'Design Architects
3 Project.Quantity Surveyors_ - ’ Ujenzi Consultants
Ouantity Surveyors (Interior (Works) - , Costwise Associates
Mechanical/Civil EngAineers : = ProfessiOnal Consultants
Project Electri-cal'Engineers . - 'Kaig.utha & Partners ,
' Project,;Manager- o - Friscan Construction'-,Management' 3

© N O, A

‘2_.3 COMMISSIONING LETTERS BY THE CHIEF EXECUTIVE OFFICER ON
THE PROPOSED RESOURCE CENTER (ANNEXE 3)

2.4 TREASURY COMMUNICATION

After evaluatlon of the proposed prOJect the Permanent Secretary Mlnlstry of Health vide .
letter Ref. MISC /13/A/ Vol. V dated September 19 2002 (ANNEXE 4) forwarded the 1
response from the Treasury dated 20th August 2002 statlng that there was no Justlflcatlon :
for the Project and therefore did not grant the approval for the PFOJECt This letter was
received on 20" September 2002 whlle the commlssmmng of the Consultants was done in

April 2002

2.5 CONSULTANTS DEMAND 'FOR FEES.

The Consultants submltted the demand for fees on the matter The Chlef Executive
Officer referred the matter to the Board for dlrectlons as he had no authonty to pay in
the absence of Board Minutes approving the Project. This was discussed during the

Fortieth Full Board Meeting held on 21* June 2006.

The Board observed that the records indicate that it did not approve the Commissioning of
Consultants on the Project. It also took note of the fact that the Board, Ministry of Health,

3



and Ministry of Finance did not authorize the Project as required. However the Fund had

already commissioned the Project by appointing Consultants to carry out fea51b1l1ty and

design works.

2.6 ARBITRATION BY ARCHITECTS AND QUANTITY SURVEYORS ON THE
PROPOSED RESOURCE CENTER .
The Consultants then commenced Arbitration proceedings. agamst the Fund for the

demand for fees. The Board resolved to defend its position under the Arbitration process

The Consultants were commlssroned in accordance with tie Architecis and \(u;:\%:;
Surveyors Act Cap 525 of the Laws of Kenya to carry out a feasibility study on the
development of the facility. The consultants did the work as commissioned and submltted
their report together with their fee notes for Kshs. 734,524,029.25. The Arbrtrator after
revrewmg the'matter reduced the clarm from 734,524,029.25 and awlarded“the

Consultants Kshs 352 131 345 15

Followmg the decrslon of the Arbltrator and clalmants filing of documents to. enforce the
Award, to the Funds Lawyers. gave their opinion that the Award be challenged at the. ngh'
Court. The Fund dlsputed the award and proceeded to the hlgh court to seek redress :

2.5 ATTORNEY GENERAL
'Management sought the Attorney General s Opinion on the ‘matter and the Attorney"
General advised that the award may not be successfully challenged in Court on the basis

that the procurement procedures were not followed1

" The matter was dlSCUSSQd during the Special Full Board Meeting héld on 20Lh August 2007'

but the Board resolved that the matter proc,eeds in Court with a view to setting asrde the

Arbitration AWard. ‘

However, for purposes of trymg an out of Court Settlement, Management was tasked to-
pursue without preJudrce negotiations with the Consultants ‘on the Award based on the .
figure -of Ksh.1,250,000,000.00, which was quoted in the Chief Executive: Ofﬁcers'

commissioning letter to the Project Manager referred above.

! Attorney General’s Letter attached as Annex 20.



This was discussed during the Forty Third Full Board Meeting held on 26" September 2007
and after deliberating on the options given the Board reiterated that the matter proceeds

in Court.

3.0 DEVELOPMENTS AND INSTRUCTIONS FROM THE MINISTRY OF MEDICAL
SERVICES
The Minister for Medical Services in June 2008 wrote to the Fund vide letter Ref. Conf.
Misc/12/A/ Vol. Xill/ (58) dated 11" June 2008 (ANNEXE 5) statmg that the Project
‘proposal gave a detalled rationale for building the Centre, Wthh is conSIdered sound. The
Mlmster noted that Treasury, nonetheless, went ahead to refuse to grant permission for
' the Project to go ahead on the ground that there was no adequate Justlﬁcatlon for the

PrOJect

 The Mlmster noted that the Chwef Executive Officer proceeded to commission work on the

pro;ect w1thout two things:-

-.(a)' 'App'roval. of the Board A

(b) . Approval of the Treasury Co
The Minister stated that the PrOJect had been commlssmned and the options open to the
" Board was to termmate the Court Process and open dlscusswns with the Consultants The
designs would then be used to. construct as lntended to contnbute to the VlSlon 2030

w1thm the medlcal serv1ces area.

The Board response to the Minister was v1de letter ref: HF/C/944 VOL V7 (179) (ANNEXE
. 6) stating that the Court Case proceeds to its logical conclusion and that the Board had
put in place an Investments Pohcy, which prohibits further investments in Real Estate in

favour of i lncreasmg rebates, wh1ch is its core mandate

The Minister for Medical Services further wrote on 4™ December 2008, letter ref:
MMS/ADM/1/16/1 (ANNEXE 7) on the following: ' ' |

e Need to terminate the court processes

e Negotiation with the Service Providers to'agree on the reasonable professional fees

to be paid in accordance with the work done and established law;



« Re-engineering the construction process in a proper way.

During the Full Board Meeting held on 10" December 2008, the Minister’s letter was

tabled but the Board reiterated its earlier'position for the matter to proceed to Court.

Upon further consultation with the parent ministry and the Attorney General,' the Board
and the consultants recorded a consent order in the High Court and the matter was

settled. The consultants were paid a-sum of Kshs 407,1‘07,645.00_.

ims iod bv engineers totaling 333,844,784 were arrived at after settlement

[
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deeds were entered into on 24th June 2011. The claims were fully paid.
4.0 MEETING WITH THE MlNIST_RVY OF’_MEDICAL SERVICES

On the v January 2009, the Minister convened a meetmg at Afya House which was
, attended by the Minister, Assistant Minister, Permanent Secretary and Head of Policy and ~

Planning DlVlSlOﬂ members of the NHIF Board and the Consultants. The. Minister for

Medlcal Serv1ces brlefed the meetmg as follows

e The Mlmster stated that he had. made a presentatlon to the Cablnet Sub-
Commlttee on the Services Sector Wthh had approved 1mplementation of the
prOJect to be done in collaboration W1th development partners who had expressed
support and commitment thereto. The Mmlster noted that he had wr\tten to NHIF _

_ and glven direction but no action had been taken. . ' '

. He noted that the Original Pro;ect would be rev1sed as a Medical Center which

Lshall be a center of research and development in healthcare and the first of its

© kind in the region. Establishment of an advanced medical center was both tlmely
and necessary in vorder- to contribute to _the development of a service economy in-
Kenya. . | _. o '

e The drawmgs and other works done by the Consultants would be used for
lmplementatlon of the project to av01d further expendtture in commlssmmng new'
works. ' ' |

e That a Committee on the Project to be chaired by the Permanent Secretary with
representation from NHIF and Government shall be set up. The proposed Medical
Center shall be NHIF/the Ministry’s contribution to the ideals of Vision 2030 and‘

realization of Social Health Insurance



5.0 PROPOSED KAREN MEDICAL CENTRE OF EXCELLENCE

5.1 THE PROJECT AS A FLAGSHIP FOR VISION 2030

In May 2008, the Ministry of Medical Services identified the envisaged Resource Centre as
one of the flagship prOJects for the reallzatlon of the Kenya vision 2030 in the Health.

sector

A task force was appointed to prepare a rapid Assessment of the need for a Medical
Resource Centre in Kenya situated in the cOntext of Kenyan healthcare referral systern
capable of provxdmg a reglonal destination for medical tourism as envrsloned in v1510n
72030 medium term p[an The task force concluded its report on 24‘“ October 2009 by
giving an impressive dlagrammatlc representatlon of: the appropriate referral llnkages of .

the Medical Resource Centre with the rest of the Kenyan Healthcare2 Systems.

However, the Mlnistry of Medical Services noted that the Fund was not able to finance the -

] project and sought strategic partners with a view to establishing a framework for funding.

In October 2008 a Cabinet'Memorandum was prepared and presented on the project byA'
‘ b_ ‘the Minister for Medical serv1ces . The Memorandum requested the cabinet to: '
1. ~Approve establlshment and constructlon of the’ proposed Medical Resource Centre--

Karen. . .
- 2. Mandate NHIF to explore potentlal strateglc partners for the development of the :
project. , ' '
-' 3. Approve establlshment of Medlcal Board of Trustees to ~manage the Medical

Resource Centre.

. The cabinet referred the matter to the Cablnet sub commlttee on social, health and '

serv1ces for further deliberations.

~The Cabinet sub - committee recommended further appraisal and rationalization of the
project and seek concurrence of the treasury. Subsequently, the Ministry carried out a
~ consultative meeting on 18™ August 2009 to address further appraisal and rationalization

of the project.



In September 2009 a delegation of Ministry of Medical Services staff led by the Minister
- for Medical Services, accompamed the NHIF's CEO, a team of medical experts and the

‘technical consultants visited New Delhi, lndla to identify best practices in various medlcal

institutions.

During the same period and follow up to the cabinet deliberations consultations were
carried out with various universities with a view to establish their capability for potential

soonsorshlp/partnershlp in the development of the envisaged medical Resource Centre.

Mot Un .,e"szzy appeared to be the most promising largely be:ause o
for expansion in the medical field.

and their desire

I June 2010, the Government throdgh the Office of the Prime Minister vide letter Ref._
OPM.1/1NF/89/125 dated 9t June 2010 (ANNEXE 8) directed the NHIF management of -
 NHIF to liaise with Development Bank of Kenya with a view to preparmg the pre- requrslte

documentatlon and pro;ect appraisal, and obtammg necessary approvals to facilitate

1mplementatlon

The communication indicated further that the project was identified as a strategic health
sector pro;ect to be ﬁnanced through a line of credit from the Development Bank of
. Chlna in partnership, with the Development Bank of Kenya The matter was presented to

the NHIF Board meeting held on 12" July 2010 The Board of NHIF tasked Management to

respond to the Office of the Prime Mmlster and the Development Bank to seek further -

clarification on the communication.

The Minister for Medical Services further wrote on 15 September 2010 attaching a letter
from Synergy lnves_tments Ltd and sought advice on the matter from the Board of NHIF.

" (ANNEXE 9)

' This was presented to the Board of NHIF during a meeting held on 14" October 2010
where it was noted that arising from the correspondence with the Government, interested
parties had given indication of willingness to provide funding. Management was tasked to

have further consultations with the Ministry of Medical Services on the sources of funding

and framework for implementation.



The office of the Prime Minister wrote to the Fund vide letter referenced
OPM.1/INF/89/165 dated 29" March 2011 (ANNEXE 10) on bilateral talks held with China
Development Co-operation. The letter indicated that in a meeting held in 18" March 2011 -
between the Prime Minister and Vice President of the People’s Republlc of China,
Development Bank of China and Development Bank of Kenya, the proposed NHIF
“specialized ‘Medical Centre was discussed. The Fund was requested to ‘work with
Development Bank of China and Development Bank of Kenya to progress the'

lmplementatlon through fmancmg by the Development Bank of China.

The Permanent Secretary, Office of the Prime Minister‘ vlde letter Referenced
OPM1/INF/89/165 ‘dated 28™ March 2011‘(ANNEXE 11) further communicated to the NHIF
to fac1l1tate dlscusswns with the Development Bank of Kenya The Permanent Secretary
E Mlmstry of Medical Serv1ces wrote on 7 April 2011 v1de letter Ref. no. MMS/ADM/1/16
_VOL II/ (118) (ANNEXE 12) requestmg that the matter be referred to the Board for

approval and concurrence

- The Board of NHIF tasked Management to llalse w1th the Consultants to ascertain the

lmpllcatlon of the mstructlons from Government

5.2 THE BRQJECT REPORT |

The Chief- Executlve Officer commissioned Baselme Consultants to prepare a detailed
concept paper and implications of the proposals outlined by the Government on the
pro;ect Vide letter referenced HF/C/969 VOL. /26 dated 21% April 2011 (ANNEXE 13).
The Consultant was instructed to llalse with all relevant Consultants and bodies to prepare
N a detailed’ busmess proposal and 1mplementatlon documents to reflect the lmpllcatlons

envisaged in the instructions from Government. _

The Consultants presented to the Project Committee Business Plan, the rationale of the
PrOJect Capacity, Project Des:gn and the Feasrblllty Study on the PrOJect The Status

Report tabled is summarlzed below:



a) Proposed Resource Medical Center

In the year 2010/201 1; the Medical Centre was adopted in Th_e Kenya Vision 2030 as one of
the flagship projects in the health sector with a view to establish a model centre of

" excellence and a third referral hospital in Kenya in collaboration with existing and

promising teaching and referral institutions among others.

With these developments, it was proposed that the model medical centre should be re-
deSIgned to specialize on pediatrics,’ reproductwe health,. cancer, renal, oncology, cardlac

atAaiady Aarinia ¥i=av)
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specialized surgery and physiotherapy 'among'others. :

|t was. considered also that the Institute will: give priority and even high attention to
expanded development ‘and productlon of nurses, clinical officers and doctors as part of

‘the: efforts to address acute and persistent shortage of these cadres of the med1cal
personnel.
In addition it was considered that the Institute will .give eqUal. priority and attention to

- expanded Skll[S and competencres of the health/medlcal admlmstratlon accountmg and o

ﬁnanc1al management with a view to address a w1de range of challenges related to

' admlmstratlon and f1nanc1al management in medlcal mstltutlons

b) The Need and the Ratlonale _

The Proposed Medlcal Resource Centre had been designed to prov1de spec1allzed services
related to pedlatncs reproductwe health, cancer renal oncology, cardiac (cardlology)
neurology, hematology, dermatology, dental care .and dental surgery, . surgery and

‘ physmtherapy, and to expand the productlon of trained personnel in these and related

areas.

ey’ Feasibility Study and Busi'ness Plan

The fea51b1hty study addressed an assessment of the demand nature and levels of
- medical services to be provided, target segment of the population, the scope and the

level of infrastructure to be developed, prellmlnary estimates of the capital investments

and expected revenue.
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A survey was carried-out with 75 hospitals accredited to NHIF. The hospitals that were
visited and/or interviewed included Kenyatta National Hospital (KNH), Moi Teaching and
Referral Hospital (MTRH), Provincial Hospitals, Nairobi Hospital, Aga Khan University
Hospital, Pandya Hospital, Machakos District Hospital, Kilifi District Hospital and Diani .

Beach Hospital among others.

The local institutions that were considered and visited with a view to establish possible
collaboration network included the School of Medicine (Moi University), Moi Teaching and
| 'Referral Hospital (MTRH), Aga Khan UmverSIty Hospltal Strathmore University, KEMU and
Kenya Medical Trammo College (KMITC) among others.

In addition, attention was given to ~Kenya'Poly‘techm'c Unlversity College and Mombasa
'Polytechmc UmverSIty College "because of various training programmes in medlcal

.scnences medlcal technology and pharmaceutlcal technology and management

a) A Busmess and PPP Model

The feaSIblhty study and the busmess plan recommended

_A ° That the Centre be operated. based on quality'and competitive seryices ‘at '
economic. rate  in order -to maintain sustainability and the capability for -

improvements over the years in all the areas of service delivery.

e That the centre . and its operatlons be structured in ways that will promote
responsiveness- to the population dynam1cs trends in disease patterns,: technology
progress, economic conditions and market forces and maintaining at minimum
“most of the challenges that have had negative 1mpact on the quality and

competitive services at econom|c rate in the existing medlcal institutions.

« - The adoptlon.of partnership and Public Private _Partnersh-ip (PPP) business model as
a measure to ensure affordable investments by various parties, rapid delivery of
services and guarantee for continued lmprovement of service dellvery and -

mfrastructure

11



b) Social Economic Benefits

The feasibility study states that the core benefits will include the establishment of the

Proposed Medical Resource Center that will support specialized medical services, medical

-and pharmaceutlcal production and medical educatlon for var1ous the cadres. of manpower

in the health/medlcal sectors.

In addltlon it will have other secondary beneflts that will include expanded employment

opportumtles technology transfer, a wide range of backward and forward hnkages and

c) . The Overall Vlablllty and Fmancral Returns

It was expected that the facility will operate at an average capac1ty of seventy (70%) per

annum at the commencement of the operatlons_.

Based on the various services to be provided at the completlon of the constructlon and
related assumptlons the pro;ected annual income in the flrst year of operatlon was

computed at US $ 39 million before taxation and after. addressmg all annual outgoings and
operatlonal costs : ‘ 4
‘Based on various ‘reviews, available data and projections, the annual'outgoings and - K

operational costs were computed at approximately 75% of the gross revenues.. The initial

returns will be ex_pected. by the 7th year of the project implementation.

’d) -~ The overall Project costs and capital investment'

The feasibility study and the busmess plan mdlcated that the total prOJect estimates was
UsS 267 million; covering all the components that include the cost _of land and

maintenance, consultanc1es project management constructlon equ1pment furmture

furnishings, and the cost of fmances

e)  Project funding model, Construction and Grace period -

The feasibility study and the business plan recommended that seventy percent (70%) of
the project costs be secured through external borrowing at the interest rate 5% per annum

and the balance of thirty percent (30%) be sourced locally at prevailing commercial

12



lending rates. The reports emphasized that such arrangement was necessary taking into

account the fact that about 7% of the project costs had already been raised locally.

The external borrowing will be directed primarily to construction, expansion, supply of

medical equipment, development of staff and capacity building for service delivery.

f) The Capital Investm‘ent and Loan repayment

The feaSIblllty study and the business plan indicated that the repayment of the capital
| investment was expected to commence at the beglnmng of the 11th year, i.e. 2022/2023'
and continue for a period of twenty (20) years. Projections carried-out indicate that the
facility w‘asvexpected‘ to realize an income gr'owth of ever 5% per annum over the loan

period.

- g) Cash flow, internal rate of return and viability -
The feasibilitystudy and the business plan indicated the break-even point, from the .
varlous income streams, will be between 18% and 19% of the rate of mterest The Internal

. rate return (IRR) was determmed to be 18.23% and the average annual rates of return

(profltablhty) over the perlod of twenty years w1ll be 24. 21%

The Chlef Executlve Ofﬁcer further instructed Baseline Archrtects Ltd vide letter Ref o

HF/C/969 VOL. N7 (85) dated 6™ February 2012 (ANNEXE 14) to ﬁnahse and forward

Tender Documents and Bllls of Quantltles
6.0 EXPRESSION_OF INTEREST

The Board of NH!F approved the process the sourcing of Expressmn of Interest (EOI) to
"determine the proposals outlined above. The Report was tabled to the Board in the

Meeting held on 3rd April 2012 as per the record of the said Minutes.
The Expression of Interest for'Construction Development and Financing of Karen Medical
 Centre of Excellence and Instltute was advertised on the print Media on 7th November

2011 (Nation Newspaper) and on 9th November 2011 (Standard Newspaper).

The scope of work for the construction and development was as follows:
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e Construction -and development tor (1) The Referral Centre (2) The Medical
Production Centre (3) The - Medical Education Centre (Institute), and (4) The

support facilities and Administration offices.

. Equipping the centre with medical technologies for pediatrics; reproductive

health, cancer, renal, oncology, cardiac (cardiology), neurology, hematology,

- dermatology and specializ_ed surgery among others.

R P L B D N T T —-‘-—-»- e N rat]
- it will also include equipping the institute with (2arming anda {eaciing tacnnologies

including e-health and e-learning infrastructure.

5}
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-Carrying out capacity buildi'ng intended td accelerate 'detivery of services pr-idr‘
during and-. after the construction- of the Karen Medical Centre of excellence and
‘Institute. It is: env1saged that in the first seven(7) years, the centre w1ll maintain a"
staff establishment consisting of Dlrector and Deputy Directors; Registrar & Deputy
Registrars Deans and Associate Deans; Chief Nurse, Nurse Managers’ and Nurses;
Doctors and Consultants; Technologlsts and Techmc1ans Chief leranan and

Managers Chlef lnformatlon officers and IcT Managers Professors and Lecturers

~and Admlmstratlon support staff (Secretarles)

e In additton, the ‘staff whose assignments will'be_periodical will be 'maintained_ on
part-time basis and will include some of the'Professors,.Lecturers, _Doctors,

. Consultants, Technologies and Technicians.’

- Avallabmty of Fmancmg optlons for the above and advantages It is enVISaged that
_ the EOI will provide Opt]OﬂS that will include (1) Build Operate and Transfer (BOT)
2. Buﬂd and Transfer (BT) in conjunction with pure loan 3. Build and Transfer (BT). '

" in COﬂJUﬂCUOﬂ w1th Government Quarantlnes and 4. Any other v1able flnancmg

option.

Responses were opened on 23rd November 2011. The following thirteen  (13). firms -

responded.
1. China Gezhouba Group

2. Bam International
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ShapoorijPallonji and Company Ltd -
Phillips Medical Systems e. A Ltd

N. K Brothers Limited ,V

China Wu- Yi Company Ltd

China Camce Engineering Ltd

Intermediate Global Consultants

Vo N o A w

Volcanic Plumbing Works
10.  Pal International

11.  Armstrong and Duncan -
12. Ceddext S A IBT Group
13. Africare Limited

The Board of NHIF submitted.the'background Concept Paper and Feasibility Study to.the
Ministry of Finance in compliance with Legal Notice No.38 0f 2009 for consideration and
approval vide letter Reference HF/C/969 VOL. 11/86 dated 20" January 2012. (ANNEXE
, 15) . , _ _ .

In the interim the Parent Min.istry‘ requested for a brief on the Project vide letter Ref:
MEET/37/A/VOL. 1/17. dated 27" Apnl 2012 (ANNEX 16) to be submitted to the Cabinet.
' Offlce

 The Chref Executive Offrcer responded v1de letter Ref HF/C/969 VOL H/ (105) dated 30”‘
“April 2012 (ANNEXE 17) by providing a comprehensrve bnef on the Project. '

| The Ministry of Finance responded on the Project .vide_letter Ref: ZZ/MoF/25'3/O1£_> ‘K’
dated 30" Apn’l 2012 (ANNEXE' 18) and gave advfse on the way forward while notfng that
the Study done by the Consultants would suffice as a pre-feasibility study. The vTreasury'
advised that a proper feasibility_study should be carried out by International Health PPP '

Consultants. This would thereafter guide in determinfng the funding of the Project.

7.0 BOARD DECISION ON THE PROJECT

The Board of NHIF in its Full Session held on27th June 2013 considered the following:-

15



ii.

iil.

'8.0

The Board had already incurred substantial resources on the Project and
the need to seek directions from the Government on the same was

paramount to gurde the Board on the way forward for the Pro;ect

That the Board should'not proceed with the_Proj'ect beyond the Feasibility
Study as the budgetary allocation of the same had not been provided for .

and appropriate approvals had not been received from the National

Treasury.

‘The funding of the Project was. envisaged to be addressed through Public

Private Partnerships and clarification should be sought on the extent the

~ Board had funded the PrOJect and the way forward for. all pending bills and

lmplementatlon of the development of the Project.

A report on the status of the Pro;ect and the pendmg bills should be '

_ submltted to the Parent Ministry and Treasury for further direction. -

LE'ITER TO CABINET SECRETARY MINISTRY OF HEALTH

The Board of - NHIF presented as a status of the Pro;ect and the Board S posrtlon to the

‘Cabmet Secretary Mnmstry of Health vide letter Ref: HF/C/969 VOL. 111/ (48) dated 10" o

June 2013 (ANNEXE 19).

1.

The Parent Ministry appomted the Board as the lead agent on the Proposed Karen

. Medical Centre of Excellencel.

‘The Fund was' the instructing Client on the comrnissioning'of Consultants as the
‘Lead Agent on behalf of the Government and there was need to involve the
Ministry of Health and the National Treasury on the status of the pro;ect which was

implemented based on the instructions from the Ministry of Health.

The Fund had already incurred substantial resources for services rendered by the

Consultants following the instructions given by the Parent Ministry to revise the

2 Refer to annexe 12
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original project to adopt the Proposed Karen Medical Centre of Excellence. The
Fund was faced with pending bills and the need to seek directions from the
Government on the same was paramount to guide the Board on the said

obligations.

. The Board resolved that it would not proceed with the Project beyond the
Feasibility Study as the finances were not available for the same and appropnate

approvals had not been recelved from the Natlonal Treasury.

. The funding of the Project was envisaged to be addressed through Public Private
Partnerships and clarification should be sought from the Government on the
extent the Board had funded the Project and the way forward for all pending bills -

and implementation of the development of the Prdjeet.

The Board of NHIF is awaiting further direction from the Cabinet Secretary:

9.0 CONSULTANCY FEES

: 8 1 PAYMENTS ON THE ORIGINAL SCOPE OF WORKS

A total of Kshs 1.5 blllton was spent on ‘the original desrgn This amount compnses of cost

of purchase of the land, quantlty survey, busmess plan and fmancral analysis consultancy,

legal fees archltectural desrgn serv1ces fees and feasrbmty study These are analyzed a8 .

betow

SERVICES

COSTS (Kshs)

Land Purchase

93,712,675.00 .

‘Legal fees on-Arbitration

.96,113,601,55

Professional fees

29,823,000.00

Feasibility study

229,125,964.20

‘Quantity Survey costs -

. 413,708,920.25

"Architectural work & design

457,450,374.15

Electrical Engineering

89,444,064.30

Civil & Mechanical engineering

169,611,863.95

Others

153,990.00

TOTALS

1,539,144,453.40
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9.2 PAYMENTS ON THE REVISED SCOPE OF WORKS

In summary, the table below shows the various works done and the respective amount

paid for the services.

SERVICES

PAYEE

COSTS (Kshs)

Feasibility study

Ujenzi & Baseline Architects

123,449,017.85

Quantity Survey costs

Ujenzi Consultants

185,668,197.55

Architectural services & design

Baseline Architects |

162,051,691.60

Financial Analysis & Business plan

Baseline & Ujenzi Consultants

105,676,946.35

Architecture consultation & related tasks

Baseline & PKF Consulting

21,143,760.00

vicensing & Approval fees

RICALA Co RifY(
INCIYIA (L IV

~
2 NRRE G35
C,ulU, oo

TOTAL PAYMENTS

606,078,548.35 |

9.3 PENDING FEENOTES

- PrOJect Manager was tasked by the Board of NHIF to prepare a comprehenswe brief on the K

Consultants Fees. The pendmg Consultants Fees will be determined upon vermcatlon by

"+ the Ministry of Public Works.

The Board_ié consulting the Ministry of Health 'f'oAr further direction on the way forward on

the Project.-
(The Annexes are attached).
Yours faithfully, '

L
. ole KIRGOTTY o
CHIEF EXECUTIVE OFFICER
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REF No. HF/C/%Q/()

NATIONAL HOSPITAL- [NSURANCE FUND

NAIROBI HEAD OFFICE .

N.S.S.F. BUILDING

BLOCK “A” EASTERN WING
. P.O. BOX 30443, NAIROBI -

TEL: 723255/6, Fax: 714806 -

Date

AWN fxc

Mrs. Esther Koimett
Investment Secretary
Ministry of Finance
Treasury Building
Nairobi

Dear 25’7%/

. RE: ESTABLISHMENT OF A R*'SOURCE CENTRE

Tke Roard of Management OTCNI_HF has ] ernﬂ}'wmc on craffwe fare fnr
'effecuve service dehvery aqd productlvnfy

In an effort to enhance staff ability and general welfare a need was
recognised to establish a resource centre for the purpose. The Board has

~approved 1mp1emenramon of the Pro;ect and adequate finances allocated for

the process. - =«

The Projectis expected to commence on 1% July 2002 afieihe completion

of Medicare Project.

This 1s to request for your approval for the estabhshment of the Resource
Centre.”

Yours 5/,7 IS Vg = |

2 M V. HUSSEIN, OGW
CHIEY EXECUTIVE

-

05 March 2002,

20
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REF NO.

HF/C/961/6

Date

B ~ 5™ APRIL, 2002
COMFIDENTIAL -~

The Permanent Secretary, A x‘ 2
Ministiy of Healtl,

P.O. Box 30016,

NAIROBIL

RE: ESTABLISHMENT OF A RESOURCE CENTRE

The Fund has submitted a request for the approval of the above project to
the Ministry of Finance who have advised that this be submitted through
the Ministry of Health, together w1th the project’s feasibility study and
cashﬂow prOJectlons

We have now comple‘ted a feasibility study for this project and the Fund’s -

projected cash flow for the next fiscal year: We have funds in the current
financial year and have factored in some money for the next fiscal year. -

The establishment of this facxhty W111 no doubt improve the quality of

“services our staff offer to our contributors. The prOJect was approved by
the Management Board in its Meeting held on 16 January, 2002.

Kindly convey you; au_t.hority for us to establish a Resource Centre.
Enclosed herewith please find the following documents:-

(1)  Feasibility study for the project. |
(i)  The Fund’s cashflow projections.

Yours truly,

'NATIONAL HOSPITAL INSURANCE FUND

\L NAIROBI HEAD OFFICE
: .}. : N.S.S.F. BUILDING
P BLOCK "A" EASTERN WING

P.O.BOX 30443, NAIROBI
TEL: 723255/6, Fax: 714806
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PROPOSED RESOURCE CENTRE ON L.R.24968/2 - KAREN NAIROBIJ

PROJECT PROPOSAL AND VIABILITY REPORT

EXECUTIVE SUMNMARY

The Fund has identified a 9.250 ha piece of land in Karen Nairobi and is desirous of
purchasing and developing 2 Resource Centre. The Board has approved the development
as it will aiso form a solid investment in addition to the current stock of assets of the Fund.

The Fund has instructed consultants to prepare a feasibility report ihose findings
recommed the project as viable.

The highiights of the report are as follows:-

There is need tor in-house training in order to achieve continuous and uniiorm
dissemination of essential skills and khovwledge. This will eliminate the need.for
“ad Jlioc” seminars and courses yhose intermittent approach does not ensure
optimal results.

In-house training facilities vvill save the Fund in excess of Kshs 40,000,000/-
annum which is the current average expenditure on training.

The Fund will not only realize savings on fraining but will also earn income from
hiring facilities such as.theatres, seminar rooms. accommodation, sports “aeilities

In addition to the above, the viability report has established that ugainst the capital
expenditure of Kshs 1,200,000,000/- over a projected period of iour (4) vears to
complete and hand over the project;

The pavback period is 7 years and 3 months.
The average annual rate of return (protitability) on the projectis 20.70%.

The internal rate of return has been established as 12.83%9% which is close (o
average working rates of interest in the money market.

The project value of this development us an asset will be in excess of Ksh
1.300, OOO 000/- whick will form 2 solid contribution to the current investrments of

(2)
(b)
(c)
ete.
(d)
)
ii)
iii)
(e)
2 ST e rna e un d-
(H

In terms of cost henefit analysis. the social benefits to be derived {rom the training
envisaged, particularly Total Quality Management (TQM), caooor be
overemphasized.

In conclusion therefore, the proposed project is viable given that the'Fund shall not
resort to borrowing since it has sufficient surpius reserves in financial institutions in
excess of Kshs 3,500,000,000/- and continues to: make monthly surpluses in excess of
Kshs 140,000,000/-.
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PROPQSED NHIF RESOURCE CENTRE®

Alm:
The aim of this report is to explore the need for the development of cohesive, knowledgeable and empowered

employess fo delivery of standard service.

[NTRODUCTION

]

The National Hospital insurance Fund (NRIF) was established through an Act of Parliament NHIF Act 1558
The function of the Fund is to provide for contributions to and the payment of benefits out of the Fund.

The Fund discharges its functions by supporting the financing of health care couniry wide. The product
concern is the provision of health insurance to customers/ contributors. This me2rs customers attach a value
to services being given. The value includes attributes, benefits, and customer needs, which are ever changing
with the times. The services are given by highly trained personnel who are sra"oned at the NHIF

headquarters Nairobi, branch offices in all provincial and a number district branchec Besides there are some
centres though not provinciai administrative centres have merited branch offices as they enjoy wider

of contribuinrs
O CoRIHPUIDIs.

For continued efficient delivery of the valued services to its clientele and exploration of new methods of

ervice delivery, it becomes necessary to establish a ocal point in which to train, prepare and update its stafi '

Ll)

in this ever changing world. This can best be done at a Resource Centre. .
Use of alternative training institutions and methods of dissemination of skills will not adequately address the
special to task skills.

TYPE OF RESOURCE CENTR

m

Development of training institutions in the country has really declined as demand for specific iraining courses

for institutional problem solutions has increased. Institutions have thus opted for training through seminars

_..and ad.hoc courses. These ses ions d hieve uniformity as. {he mandards varya nd hence dn‘~rer\t

results. In this case, large sums of money are required to train staff by using more expenmemal merhods that

Particular in house training will have fixed frame of reference where 2/l training and improvement of the same

will be based.

L )



Where essential training is offered to some members of staff externally, it is through the Training Cenfre that

dissemination of the relevant knowledge is passed on to those who did not get a chance to acquire the same

externally.

Since technology is dynamic and is constantly changing, new training solutions are required to constantly

update the workforce so thatthey are 4t tandem with the new changes, if continual improvement in their

output is realized. This is best achieved by having an in-house training facility to cater for these cnanges.

ALTERNATIVE SOURCES OF SKILL ACQUISITION
The Central Government's policy has since shifted from offering training, instead expects the private sector i
lead in offering relevant training in the particular industry, o provide demand driven quality fraining. Since

these training institutions are whally profit oriented and demand driven, they may not be able to provide the

requisite courses that meets the training needs of the diverse institutions.

It should be recognized that nhif is a government vehicle of delivering and supporting the financing of -

healthcare o difficult and inaccessible areas, where profit oriented service providers are not ready.to

undertake.

Sesides the above competition on delivery of services can not be ignored, as this will always strenginen-type- -

= 1 2nd how services are delivered. This (herefore calls upon the use modem methads {0 achieve Total Qualtty

Management (TQM).

4 TQM philosophy concentrates on process improvement, customer and supplier invelvement, teamwork and

= training to achieve customer satisfaction, cost effectiveness and defect free quality work.

= This requires the continuous improvement of the process that makes the product rather than attempting to

ENE inspect or test the products to achieve quality.

To achieve total quality service the Fund requires its staff to:
a. Continuously improve their skills in service delivery towards customer satisfaction.
b. Acquire skills which will reflect and display 2 positive Management commitment.

T Y SR RSV S TORE PGS UG Bomstant g = T T

—

d. Develop team spirit and team work for mission accomplishment.
s, Maintenance of high standards of service delivery.

This can best be done through a comprehensive training strategy within an appropriate Resource Centre.

[B)
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FACILITIES

We propose to have the following facilities in place to serve fhe functions of training.

A. Training Centre

s Leciure Halls — Advanced facilities; IT setup.

s - Seminar rooms

© Laboratories

= Research Centre

- International Conference Room with translafion facilities
=] Sports complex

> Tennis Court

- ) Basketball Pitch ' : _ A o o -
= SaHEST-CotH
» | Gymnasium - state of the art equipment
= Hockey Pitch
s Football Pitch
> Athletics Track
° Swimming Pool - Iniernational standards
C: Accomodation for:
=t s T s e DIMMRGHE s s e TR T T TR T T SRR TR SR L LR T T T A AT
s Staif Housing
e Students’ A&ccommodztion
C. Centrai stores

Main stores for NHIF could also be constructed in this compiex.
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" FUNCTIONS AND ROLES OF THE RESOURCE CENTRE.

Supporting and financing healthcare would not fuifili the fubniions of the fund without being a leading example
in the maintenance of good health.

Therefore the provision of sports facilities cannot be divorced from NHIF's goals and objectives as it is an
active piayer in the provision of Health services in the country in furtherance to building a heaithy nation.
EXPECTED BENEFITS FROM THE ESTABLISHMERNT OF THE RESOURCE CENTRE

Benefits attributed to the Resource Centre includes:

a. Sports Complex - Development of sporis in the couniry.

International standard faciliies {o supplement existing ones and provide Stafi recreation.

o

Training Institution/Sparts Complex can be used for commercial purposes.

o

NHIF Training Centre will offer courses specifically targeting provision of quality health  services and
general improvement of staff output towards realization of NHIF corporate g goals and objectives.
" d. Transfer and Sharing of external of Medical related technological knowledgeto Kenyan from-other

institutions.

. Other Health Management Organizations could use the institution for their training needs.

far tha EAact 2nd CD{’I'&TQ A“_F'Hr”'\r} REQ!.’“H. ( N he r\rnrr'nr;:H 2g 2 nrc:r‘nucc rrqmmn

_.hame _nd mlS:IOH or exnste CE..

9. Viable as an impor’tant Manpower supply to the Nafion/region.
h. Training base to cover more areas —dissemination of Medical Related Skills.

. Flexibility for change implementation

For being in the service indusiry, it calls for highly personalised service, which will contribute to the

development of loyal customers, which in tum create referral customers and make the organization live to its

To realize this requires the =1aolmg the mployees to be h.only moetivaied. In [OdaV s complex wcrld human
energy is besi mobilized by empowering people with ideas and information, and not by telling them what to
do. A Resource Centre is the most suitable forum for empowerment.

The proposed Training Cenire will play 2 very importance role in the adding value of services ofizrad by NHIF

in that
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Training will be tailored to the nesds of the work force (0 concentrate on process improvement, cusiomer

o)

and supplier involvement, teamwark and training to achieve customer satisfaction, cost effectiveness
and defect free quality work.

b. Lona-term and uninterrupted training courses can be achieved.

c. Training institution could be used as a profit making venture-Leasing of facilities - Training otners.

d. Training faciiities can be siructured to have ambiance such as overnight accommodation, quiet piace
and to include visual and presentation aids in the lecture halls.

In iine with current challenges, the Training Centre will offer courses to requiarly re- assess its business

o

approaches and practices in order to provide senvices that mest personalized and standardized needs
desired by the contributors/stakeholders.

f. Training Centre will help in {raining a commiited and productive team of empioyees.

March 2002
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ROPOSED RESOURCE CENTRE FOR NHIF.

PROPOSED RESOURCE LRI ZES Iomnsnmmms

FINANCIAL VIABILITY ANALYSIS

1 00 Project Costs.

(2) Cost of land = Kshs 82,610,000.00
Add Stand premium, stamp dury legal fees etc
@ 15% ' 12.290,000.00
(b) Cost of construction = 920,850,000.00
Add Professicnal fees and project management
@ 20% = 134,150.000.00
Total Costs = ' = Kshs 1.200.000.000.00
&
o 200 Ancdcipated Annual Returns
(2) Tncome from Residential Rooms (in year 2006):
50NO. rooms ¥ 4,000/~ per day x 365 days X 75% -
occupancy So= 54,7350,000.00
(b) Income from Bar & Restaurant (In year 2006):
Anticipated turnover = Kshs 100,000,000/- p.a. ,
= W 8w . Anticipated revenue @ 15% of 100,000,000/~ = 15,000.000.00
(c) {ncome from Guest House facilities _ '
(Theatres, Serminar and Board Rooms €i¢), 537 = 12 00005000
(a) Income from Swimming Pool, Sauna, Steam Bath
and Sports faciliues, say = 20.000.000.00
Sub-total : = 101,730,000.00
A nnual outgoings @ 20% = 20.350.000.00
Jub-total Annual Rerurns =Kshs $1,400,000.00

10.000.000.00

121.400.000.00



() Projected Annual lieome [or L0 years G&ET@LNFH:

TSN L VLB L S L AT I LU L LT

1149764 | 350,434.85

Anuual
[ncome

Interest on

153,652.50 176,859.00 194, 4¢:6.45

218, 77415 246,121.59

121,400.00 126,580.00

46,724.063 52,565.23

Income al

23,047.83 25,928.30 29.149.97 32.816.21 36.013.24

S| 18,210.00

Interesl
121.400.00 | 154 790.00

176.700.38 | 198,789.92 223,6p06.42 251,590.96 283,039.83

lncome

100 Compulation of L'ay Back Period (Amodnts in *000) A L

[nvestment Balance

Vears T T T | Investment Oulay - T [ Tavgsiment Balance e
P -1,200,000.00 21,200,000.00

So07 T I It 12140000 ST T GT8,600.00°
.\l.ﬂlvmuwullu m e o s s T T ...|..‘l|.||||||lxl«|||.i|||||\l||| e & o e e T !ll_.w.mmgﬂnan Od m_, R aaalatioe ”&waqgn
e S e p e T T T 00,38 e T T TG 00,62

2000 o - ;.
_ .. . ) I e, 198,787 07 v ,.mh_muw_qs

Soi0 8,737.92 .Eil-}llli\il
o0 B e T TTTTTTTTTTTT23,636.42 -324,685.28
~TT251,590.96 T T3 09432

T T +209,945.51

T T T TTTTTR5,590.96

T7283,030.83

e I — |
e I SR T 45283652

123.29 886,587 51

s b

——= —— " -1,200,000.00

L A————

Pay hack residual value in g year (2012) = - 73,094.32

Pay back residual value 8" year (2013) = 1209,945.51 .

Therelore, aclual pay back period = 7 years 73,094.52
3

o 17
283,039.8

=1 ygals and J.
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400 Average Aupual Rales of Relurn on luvestment Qutlay of Kshs 1,2G0,000,000/-

.m.lm.mﬂu il,il e Tolal >_::3_ Rent Income Rite of Relurn (%4) B ..ml,..:l_..d.._.
20006 4 127,400:00 TR 8.00°

[8.08

29.50

42.54
A
7350
)
[12.60

135.94
162.24

2007 T 154,790.00° 10.08

T T et e A l..;r .:a_imq,mw: . T

2000 19%,787.92 12.95
2010 223,636.42 (457
0T T 4 251,590.96 16.39
2012 B : 283,039.83 18.40
2003 318,419.81 _ 20.70
2004 358722229 2334
2018 . 403.000.08| |

“Tolals 2,489,587.70 16221

,/ ,F_;rr S —————e =T . .

| Rent [ncome =2,489,587.70

e .|.l~ iR

Average Annt

Therelore, ave

|||I-||lr.\||||||.|||

1,200,000.00

-age annual Rate of Return 248,958.80




500  Iuternal Rate ol Retur {LRR) __ “
' : it
. K

A AN

A VAt ——

bbimEE::So: of Mel Present ‘/\mEm-B\\oh‘wGlH@.mm _ i

e e e T

Years Nel Annual Income 1 2%

v |7 {21,400.00 ~—108,392.85 | __10],433.00 P

007 | T154,790.00 | 12339764 | - 12 vyl I — i s

A N ¢ [ UL — 7| 123A60 — [ i

2009 [98,787.92 T 12633330 12 EZE I I— | S E—

I 773,636.42 126,897.32 ool |
43.7 I

.JQM\I:-!?.I\I e me,ou@.ww\

- .Gmhoﬁ.f‘:.l.!a ),309.08 |
28,604 41| - 11),702.46

s0iT | 7 251,590.96 -%\IQ\E&M&M@- 2084379 | T N

oI — 77 318,419.8l

0 [ N b -2 B A —baeso| | M
2013 —aggpno0g | 12755831 URIPE e | S P

—_ =

[,19p,241.00

in-Mows 1,253,527.76

Less _

Investment i
1 .woobco_oo

Qutlay
e e R

Pet Preseut i A ‘
53,827.70 | 16,758.49

Values
i e .I!I\Il.\|\|||\||_|‘\l“ —ef———

1,2(0,000.00

— ——_

(b) Caleulation of Internal Rate of Retury (LRR)

The inlernal rale of return will be computed-ds below:-

IRR = ATPx(B-A) ._. ¢
PN _ m
|

!
Where: “A" is the (lower) rate of relurniwill a positive NPV i
|

v« “ (higher) “ i« Negative NPV i
«pr e amount of the positive NPV .
e q._._ cete e :. « H.._.mwm.u:{.m.. HLT/._‘ | mu
From seclion (n) above, [RR = 12453 827.76x(13-12)
&Nﬁ_s_a +6,758.49 i
| ] 24 59 it
L% :
< j ;
I
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~~  NATIONAL HOSPITAL INSURANCE FUND

P.O.BOX 30443, NAIROBI
TEL: 723255/6, Fax: 714806

HEF/C/960/10

RXF NO.
Date 20

A N e 17 April 2002
Friscan Construction Management 3

P.O. Box 26613
Nairobi

Dear Sir,

PROPOSED TRAINING AND RESOURCE. CENTRE AT KAREN,
NAIROBI ON PLOT L.R. NO. 2. 24968/2 KAREN - NAIROBI.

ENGAGEMENT AS PROJECT MANAGER

Iam pleased to inform you that you have been appomted PrOJeCt Manager
for the above works during the design and its entire construction period. In
this connection you will be responsible for the overall planning, control and
co-ordination of the project from inception to compleuon to meet our
‘requirements and ensuring completion Wlthln scope, budget schedule and

required quahty standards

You Will also be required to familiarize yourself with the Government
procedures*with respect to'Corporatiofs in connection ‘with construction
works being carried out on behalf of the Government. - Your Comumission,
being carried out under the direction of the Board of NHIF will be governed
by these procedures and any such instructions or directives that may be
1ssued from time to time. 4

The estimated construction cost of this project is one billion two and fifty
million (Kshs. 1,250, ,000/-) and you will be expected not to exceed thls cost
without prior written authority from Fund.

. " Pleasé inform us of your dcceptance of the appointment. Will you please
—_— ——:{ﬂfﬁfﬂfp—}-rﬁgr»:mfpﬁﬁﬁﬁp—ﬂf—f%%@ﬁmm—‘rﬁ%ﬁﬂ,—%ﬂ dicatin g- the-name of the _

manager in your firm who will be in-charge of this Project.




The Memorandum of Agreement on thisengagement is being worked on and
will be signed later.

Yours faithfully,

e _‘,_.-_4,_‘._._.-_-......Cc_:..__._P@r-manent-—SeefeEafy p— e
. Ministry of Healt
Nairobi '
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~  NATIONAL HOSPITAL INSURANCE FUND

NAIROBI HEAD OFFICE

" N.S.S.F. BUILDING
BLOCK “A™ EASTERN WING
P.0. BOX 30443, NAIROBI
TEL: 723255/6, Fax: 714806

HF/C/960/11

Date 5

REF No.

129 April 2002

Ujenzi Consultants
P O Box 50972
Nairobi

| PROPOSED RESOURCE CENTRE ON PLOT L.R. NO. 2. 24968/2
KAREN - NATROBI' FOR NATIONAL HOSPITAL INSURANCE -
FUND

We have pleasure in confrrrnmg your appointment as Consultmg Quantity
Surveyors for the above project, which is to commence soon for National

Hospital Insurance Fund

- The terms of this commission shall comply Wlth Cap 525, of the Laws of
Kenya : _ .

Your commission includes for all full Pre and Post Contract services as - : N
covered by the relevant clauses under the Act - -

o, You will be ndiified of the other Project Consultants in due course.

You will be required to familiarize yourself with all Public/Government
policies and procedures in connection with the work being carried out on
behalf of a Public/Government body. Your commission being under
direction and control of this Fund will be covered by these procedures and
such instruction, directives or regulations that may be 1ssued from time to
time by the Government of Kenya or the Fund:




B

4. & 5 g o ’ - ) LA gy o w R

Please indicate your acceptance of this commission by return of post to the
Chief Executive (NHIF) and confirm that you are in position to carry on with
5 this work. Please forward the name of the Quantity surveyor in your firm
who will be in charge of this project.

Yours fait.hfully
=
Ce: B Permanent Secretary
Ministry Of Health
__Nairobi : . S

T

6

E3
3
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e NATIONAL HOSPITAL INSURANCE FUND

NAIROBI HEAD OFFICE
N.S.S.F. BUILDING

BLOCK “A” EASTERN WING
P.O. BOX 30443, NAIROBI
TEL: 723255/6, Fax: 714806

HF/C/960/12 \
REF No. : \\‘ . Date 19
/29 April 2002
Kaigutha and Partners
P O Box 51332
~ Nairobi
Dear Sir,

- PROPOSED-RESOURECE CENTRE-ON PLOT L:R: NO:2:24968/2- -~

KAREN - NAIROBI FOR NATIONAL HOSPITAL INSURANCE

We have pleasure in confirming your appointment as Electrical Engineering
Consultants for the above project, which is to commence soon for National
Hospital Insurance Fund. ' |

" The terms of this commission shall comply with association of Consulting
Engineers Conditions of Engagement and Cap 530 of the Laws of Kenya.

Your commission includes for all full Pre and Post Contract services as
covered by the relevant clauses under the Act. o

You will be notified -of'tbe other Project Consultants in due course.

You will be required t6 familiarize yourself with all Public/Government
policies and procedures in connection with the work being carried out on
‘behalf of a Public/Government body. Your commission being under
direction and control of this Fund will be covered by these procedures and
such instruction, directives or regulations that may be issued from time to
time by the Government of Kenya or the Fund.




Please indicate your acceptance of this commission by return of post to the
Chief Executive (NHIF) and confirm that you are in position to carry on with
this work. Please forward the name of the Electrical Engineer in your firm
who will be in charge of this project.

Youfs faithfully |

Cc.

Permanent Secretary

. Minisuy OfHealth

Nairobi
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- NAIROBI HEAD OFFICE
N.S.S.F. BUILDING
BLOCK "A" EASTERN WING
P.O.BOX 30443, NAIROBI
TEL: 723255/6, Fax: 714806

cerno. HF/C/960/15 o -
. . Date 20

22 May 2002

M/s B aéelin_e Architects
P.O Box 39928

Y e P
NAiroui

‘Dc ar Sirs

RE: RESOURCE AND. RECREATION CENTRE ON L.R. NO
' 2 24968/2 KAREN .

" fhc l\lanagemem of the National Hospltal Insurance Fund is pleased to %
- COMMISSION You .as Lead Consultants for the design and supervision to
completion of our proposed training Centre.on plot No L.R..2. 94%8/‘7

_ Kdren Nau ob1 : _ A ; ‘

In this respect you are requlred to closely liaise w1th the Management of
‘the Fund so as to: -

[. Ev ol\ eac omprehenswe brief of the fund S requ1rements ‘

9. Interpret and develop the briefinto a scheme design.

Develop the scheme into working drawings

Seek the necessary City Council approvals

Produce working drawings and bid documents

Supervise the project imp lementation to completion

Any other professional services that the Fund may require from you in
respect to the above project. -

.\'.C"F"f‘“?”'

You will liase with M/s Two Design Architects of P.O Box 89436, ;
Mombasa, who have been appointed as the Interior Designers and
Decorations * Consultant to achieve the full documentation and
implementation of the above project.
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Your professional fees will be as per Cap 525 of the Laws of Kenya which
governs the Terms and Conditions of engagement for Architects and

Quantity Surveyors.

Other consultants will be appointed independently by the management of
the Fund and you will be advised'in due course.

 Yours faithfully.
s *

s AT
XAHIM M. HUSSEIN
T " CHIEF EXECUTIVE




NATIONAL HOSPITAL INSURANCE FUND

NAIROBI HEAD OFFICE
N.S.S.F. BUILDING

BLOCK "A"™ EASTERN WING
P.0.BOX 30443, NAIROBI
TEL: 723255/6, Fax: 714806

HF/C/960/16 N | 5

.. \ Date .
T

~——7 22 May 2002

REF NO.

M/s Two Designs Architects
P.O Box 89436 4

I\/Tnm—hasa

IS RERSERS,

. Dear Sirs

RE: RESOURCE AND RECREATION CENTRE ON L.R. NO.
2.24968/2 - KAREN |

The Management of NHIF is pleased to commission you as the Interior
Design Architects for the design, documentation and supervision of
Interior works incorporating finishes, fittings, furniture, equipment and
specialised services ' - '

You are required to liase with the other Consultants already appointed
for the main works. on this Project. :

= Your Terms of Engagement will be as ﬁréscn’bed by the Laws of Kenya,
Architects & Quantty Surveyors Act Cap 525. : '

Yours faithfully

- EETCSHIM M. HUSSEIN -
———CHIEFEXECUTIVE - . oo . _




N.S.S.F. BUILDING

i',.é‘raﬁo nal Hos p.»i.ta- i o ’ NAIROBI HEAD OFFICE

< Insurance Fund 45 BLOCK “A" EASTERN WING
¢ i P P.O. BOX 30443, NAIROE
Nairobi Heaa’quarters TEL: 723255 AIROBE
When replying please quote ’
HI / C / 960 / 19
Ref: No.. REM! NO et e e e
:md datc

19 August 2002

Mr. S.R. Manga & Associates
Consultng Eagineers & Planners
P.O Box 28190,

Nairobi

RE: RESOURCE AND RTCRFATION CE N I RF
' L.R.NO. 2. 24968/2 - KAREN - '

We ate pleased to commission you as the Structural Engineering for the above
project. ' ' '

Your .lppomtmcnt shall be in accordance with Association of C onsulrino-
e 115111t_(.1.5 of Kenya (ACEK) coudmonq oi engagement And scale of oE‘Ettb

Please. haise with.the Lead Cbnsu-ltnnt and Project Architect M/s Baseline for
- fuxther bricfing, ‘ - ' '

Please >1grnt} )OUL acueptancc of this commmsiomn«r by 'ngnmg a duph( ate
copy of thlk letter and returning the same to us:

Yours faithfully

(‘HIEF EXE(‘UTIVE




“Naitonal-Hospital Sl © NAIROB( HEAD OFFICE

- Insurance Fund N E%%g om0 HEsE 5:”3?%;&"
. o = i : W :
Nairobi Headquarters - oy EON a8, NAIROBI
When rcplymg please quote - g ———
Ref: No... L E.£C.£960,/20.....
:{r{d daé / Rl NOw e

19 August 2002

M/s Professional Consultants
Consulting Engineers

P.O Box.45792

Nairobi

L.R.NO. 2.24968/2 - KAREN

We are pieased‘to commission you as the Civil, Geo-technical and Mechanical
Engineering for the above project.

Your appoinvl.j:nent'- shall be in accordance with Association of Cbnsulting
Engineers of Kenya (ACEK) conditions of engagement and scale of offices.

Please liaise with the Lead Consdmnt and Project Architect M /s Baseline Eor
further brefing.

Please ‘signify your acceptance of this commissioning- by sighjng'a duplicate
copy of this letter and returning the same to us.. _

s%y Yours faithfully

CHIEF EXECUTIVE
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NATIONAL HOSPITAL INSURANCE FUND

NAIROBI HEADOFFICE =~~~
N.S.S.F. BUILDING _

BLOCK “A” EASTERN WING
P.O. BOX 30443, NAIROBI
TEL: 723255/6, Fax: 714806

N4
.

aero, HE/C/960/ 7 S . I

23 August 2002
M/s Costwise Associates
_ P.O Box 1992
A 00100 GPO
il Nairobi
‘ Dear Sn:

RE: RESOURCE AND RECREATION CENTRE
L  LR.NO.224968/2 - KAREN

The - Management of the National Hospital Insurance Fund is pleased to
commission you as the Quantity Surveyors for the interior design wortk for the
perosed Resource Centre at Karen, Nairobi. :

5 L Please liaiée with M/s Two Design Architects who have béen commissioned as
[ the Project Managers. Baseline Architects' have been commissioned as thie,
U Lead Consultants for the Project.

Your terms of engagem nt o

vill be 2
Surveyor’s Act, Chapter 5 of the Laws of Kenya.

Yours faithfully

. ° CHIEF EXECUTIVE
Cc:  Frnscan Management Ltd

Baseline Architects

= =S i CERTES
T'WU DTSIZIIS AITIICTLS
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21 November 2002

Professional Consultants
P O Box 45792
NAIROCRI

Dear Sit

RE. PROPOSED RESOURCE CENTRE FOR NHIF ON PLOTLRINU.
24968/2 NATROBI

Following our letter of apDomtment ref. HF/C/960/20 dated 9 Augﬁst 20CZ% and
your letter ref. PC/NHIF/JL/1 088/2002 dated 18 November 2002, indicating the

need for survey and site invesugatons.

I hereby ask you to carry out survey 2 and geotechnical site 1 investgaton for the

above site as required 10 facilitate proper planning design and docum mentatlon.
You are therefore instructed to cazry out 2 study and prep'u:e a feport on the same

to be ready on or before 21 _January 2003.

the semces wﬂl be as pe professwonal charges currepdy in

CAET TR L NS S T
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force and as per your terms of comrrn551on
P
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You may forward your proposal with respect to how you intend 1o cary out the

study within the dme frame, and the likely charges for our consideration and

St s e RIS

i CONCUrIeEnce.

Thanlk you.

5

CHIEF EXECUTT

Copy to:

Foscan Construcm()n Management
Baseline Architécts

Two Design Architects

Ujenzi Consultants

Costwise Associates

Kaigutha & Partness

w

R.Manga & Associates

_IBFAHIM M HUSSEIN

T O Ly

sracmas A nuLe.




Telegrams: “MINHEALTH”,
Nuirobi

Tefephone: Nairobi 717077
A3

Y hen renlying nlease quote

MISC/13/A/NCLY

r. .M. Hussein,
Chief Executive,

.

1
N

MNational Health insurance Fund,
NSSF Building,

NAIROEBL

Dear
RE. ESTABLISHMENT OF A RESQURCE CENTRE

nclosed herewith, please find 3
ecretary, Ministry of Finance on t

(¢} ("[ g!

Xpia natory fetter

Resource Centre.

/ )i 3 iy H
/ .'r/! ?’,ﬁ/ i
! L T |
! /
‘\. ’//
( ) }‘\ rY

PERMANENT SECR‘U
r-—_[‘ "" ;-\ L‘é_}

from

'Jl

R

Y
OFTE
S

£

““ o E“J

THEDRAL ’?O AT
P.G. B
NAT

&\

ox 30016

the

Jernnﬂ

.’_‘.T
L...L

*s



REPUBLIC

JINISTRY OF FINANCE AND .

THE TREASURY

P, 0. Box 30007

WYher """lVlnE Dch.hE guote

Fer MNo. NAIROBI
2¢%" rugusc, 002
3 -, ® ®n @ 3 -
- L. . - w &
Prof. Juljus Meme, EBS, FAAP i 8
C*manen’: Secretary
Ministry of Health
Hﬁ/c House
NAIROBI
Cear Prof. Meme
RE: ESTABLISHMENT OF A RESOURCE CENTRE
\s indicated n Max reviewed the osal b “\J""iOﬂai Hospital
s indicated to vou in May, we reviewed the proposa Nat .

Tnsurance Fund to establish 2 Resource Centre in Ka e , Nairobi. We qxo
deguate Jusmncuuon for the project and we ar ncble to provide

()
'Vﬁ

the Treasury authority for NHIF 0 procees with the projec

notTing a
Treas

Yours sincerely

; ‘,_\,_- ] ¢

\

i, \ : \ \
Vo " ofE \ ealio- |\
v : N ,—r-./v‘- \

‘. \ \
2 "wextrmﬁ ’VIW;SC}-.QF:\
terM)ﬁ\‘&E‘é”" SECRETARY/TREASURY



CONFIDENTIAL
MINISTRY OF MEDICAL SERVICES

sgrams: “MINMEDSER VICES” Nairobi OFFICE OF THE

>phone: Nairobi 254- 20- 2717077 AFYA HOUSE
1 254-20-2719008 CA DRAL ROAD

ail: minms@health.go.ke THE

en replying please quote P. (I)QABE{SOBOI16 - 00100

- No. Conf. Misc/12/A/Vol. XIII/(58)
and date

11thinne,zoos | | ANV £X£ S_

Mr. Richard L. Kerich
Chief Executive Officer
National Hospital Insurance Fund (NHIF)

[ F‘? RAr <f /a /1 4_ f‘i iil“‘ﬁ s,
A SOX SV i,

NAIROBI
Qe
Dear %

. AN
RE: PROPOSED RESOURCE CENTRE FOR NHIF@
— KAREN, NAIROBI

I have gone through the correspondence and documentation on the above
matter, and [ would like to make the following observations:

- 1. Your project proposal dated March 2002 gives a detailed rationale
~ for building the Centre which is sound. The investment shows that
‘there would have been an IRR of 12.89% (not very impressive)
‘within a payback period of 7 years, 3 months (which is laudable)

oy 2. The Treasury, nonetheless, went ahead to refuse to grant permission
| for the project to go ahead on the ground that they “did not find
adequate justification for the project.” (Letter by P.S. dated 20th
August, 2002). This letter refers to communication to you some
time in May, 2002 which I have not seen; but I would presume that
“Treasury gave you much more detailed information on why they did

not find “adequate justification” for the project.

3. The CEO seems to have proceeded to commission work on the
project without two things:

(a)  Approval of the Board
(b)  Approval of the Treasury

CONFIDENTIAL
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" How this was done W1thout the Board knowing is amazing. Nonetheless, it

was a grave error.

4. It is quite clear that the consultants were in no way at fault since
their work on the project was based on instructions from the client,
NHIF. To turn around, post facto, and seek to terminate the
contracts on the basis of a mistake and/or oversight by the client
hlmself is, to say the least, not very wise.

Lo
: e

sy

5. There are only two options open to the Board in my opinion:

(@)  Stop the court litigation and pay the consultants as per the
advice of the Attorney General and the Arbitrator’s
recommendation involving payment of Kshs. 352,131,345.15.

(b)  Stop the court litigation and open up fresh discussions with
the Prime Minister’s Office and the Treasury with the view of
-completing the project.. This would involve “re-thinking” of
the project to cater for a variety of clients in the medical field.
There is greater need for providing facilities for education in
telemedicine, trauma centres, management skills in hospital
admmlstratlon Eto.

If we adopt th1s approach we would save the “settlement money to be paid
to clients” and we would stop money spent on lawyers pursuing a hopeless
case in court while building a.“state-of-the-art” resource centre that can

con’mbute to “Vlslon 2030” wﬁhm the medical serv1ces area.

6. Revenues earned subsequently must, -however, be “rmg -fenced” to
~support social health insurance for md1gents

I hope we can solve thls prob’lem creatively and not throw money about as |
if we have some limitless supply. :

Yours

HON%%R
MINISTER
MINISTER



Cc:

CONFIDENTIAL

The Rt. Hon. Raila A. Odinga, EGH, MP
Prime Minister

P.O. Box 30007-00100

NAIROBI

Hon. Amos Kimunya, EGH, MP,
Minister for Finance

P.O. Box 30007-00100
NAIROBI

Mr. joseph K. Kinyua, CBS
Permanent Secretary
Ministry of Finance

P.O. Box 30007-00100
NAIROBI

Dr. Hezron Nyangito, CBS
Permanent Secretary
Ministry If Medical Services
P.O. Box 30016-00100
NAIROBI

Hon. Amos Wako, EGH, EBS, MP
Attorney General

P.O.Box 40112

NAIROBI

CONFIDENTIAL
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HEAD OFFICE
NHIF BUILDING, RAGATI ROAD
P.0. BOX 30443 - 00100,
NAIROBI

HF/C/944 VOL. V/(179)

L

16% July 2008

—

v - Hon. (Prof). P. A.Nyong’o, EGH, MP

Minister for Medical Services | - A N ~ e x { 6
Afya House | : , :

‘ P. O Box 30016-00100

NAIROBI

= .

w Dear Sir,

1| " RE: PROPOSED RESOURCE CENTRE FOR NHIF ON PLOT NO. 24968/2_

NATROBI - KAREN

Reference is made to your letter Conf. T\/EBC/IQ/A/V OL.X1I1/ (58) dated d ]une 2008
.on the above captic.ied sub]ect matter.

The lefter was presented and discussed by the NHIF' Pull Board meemnos held on
o 25% June 2008, 2nd July 2008 and 14% July 2008. The historical backcround and the
b : Board s position-on the matter is pr esented here below: -

e

Report

The. Board durmc the Sixth Spec1a1 Board T\/Ieetmc7 held on 16% ]anuary 2002
) approved the estabhsh.ment of a Tralruncr/Remeatlonal facility for the Fund under
1 - Minute 5/27/2002 and tasked Management to initiate the process to be submitted to
| -, . the Board for approval A.PPENDIX 1 (Reference Pages 8- 9 of the Mmutes)

o : Durmo the Twenty—Second Pull Board Meeting héld on 27% March 2002 the Board

18 approved Kshs.95,000,000.00 for purchase of land for the Training/Recreational
BN facility and a further Kshs.85,000,000.00 for the Proposed Resource Centre. This is
m' covered under Minute B.442/2002. APPENDIX 2 (Reference Pages 5, 11, 20 and 24
% of the Minutes)

NATIONAL HOSPITAL INSURANCE FUND




2002 stating that there was no justification for the Project and therefore did not grant
the approval for the Project. APPENDIX 10

This letter was received on 20* September 2002. The then Chief Executive Officer
had already commissioned the Consultants in April 2002 without the approvals of
the Board and the Ministries of Health and Finance. as quulred The followmg
Consultants were commissioned: APPENDIX 11 -

L Project Arch;'tects ‘ - Baseline Architects

2 ‘ £, ¥ ',=. : !
2 Interior Deswner = Two Design Architects
S Project Quantity Surveyors _ = Ujenzi Consultants

Costwise Associates

Quantity Survey01s (Intenol (W orks)

SINENN

Mechanical/Civil Engmeers ‘ _ . Professional Consultanté
6. Project Structural Engineers - - o 'S.R. Manga & Associates
7. Project Electrical -Engineefs o - Kaigutha & Partners
8. Project Manager '_ IR Friscan Construction
Management

The Consultants Case_ -

The Consultants through their Advocates Muriu Mungai & Co. Advocates and
Muciimi Mbaka & Co. Advocates submitted derriand for fees on the matter. The then
Chief Executive Officer Dr. Mohammed Hassan who had taken over froma Mr.
Ibral'um Hussein referred the matter to the Board for directions, as he had no
,ﬁchorlty to pay in the absence of Board Minutes approving the Project. This was
dlscussed du1mv the Fortieth Full Board: Meetmc’ held on 21st ]une 2006. ' o

The Board observed that the records indicate that it did not approve the
Commissioning. of Consultants on the Project. It also took note of the fact that the.
Board, Ministry of Health, vauvstly of Finance as required did not authorize the

s o hod N
-~ 3 4 £ o~ e (£ o A A~ <3 o ~r g T, |
Project: However, ‘the then Chief Execitive Officar-had. already commissioned th

Project by appomnng Consultants to carry out feasibility and design works.

(’L_l

" The Consultants then commenced Arbitration proceedings against the Fund for the
demand for fees.

The Board therefore resolved to defend its position under the Arbitration process.

(O8]

A




Attorney General (Deputy Solicitor General)

Management sought the Attorney Generals Opinion on the matter by letter Ref.
HF/LD/74 VOL. 1I/(69) dated 29* May 2007 and the Deputy Solicitor General
responded by letter reference AG/CIV/770/07 dated 18" July 2007 advising that the
award may not be successfully challenged in Court on the basis that the
procurement procedures were not followed. APPENDIX 13 '

The matter was discussed during the Special Full Board Meeting held on 20* August
2007 but the Board resolved, that the matter proceeds in Court wrth a view to setting
aside the Arbitration Award.

i The Arbitrator in his Award failed to address the failure of the Chief Executive
&4 _Ofﬁcer to seek the approvals of the Board, Ministry of Health and the Ministry of
inance. In addition the Arbitrator based ‘the Award on the .sum of
*  Kshs.2, 675,588,131.00 as opposed to the sum of Kshs.1,250,000,000.00, which was
| _contained in the disputed. Chief Executive Officer’'s commissioning letter reference.

HF/C/960/10 dated 17% Aprﬂ 2002 to the Pro]ect Manager ' '

However, for purposes of trying an .out of . Court Settlement, Managernent was

tasked to pursue without prejudice negotiations with the Consultants on the Award

~ based on the figure of Ks_h.l,ZSO»,O0,0,000.00,,Which was quoted in the disputed Chief
- Executive Officer’s commissioning letter to the Projeet Manager referred above.

This -was discussed during the Forty ‘Third Full Board Meeting ‘held on 26%
‘ September 2007 and after deliberating on the options given the Board re1terated that

" the, matter proceeds. in Court. The matter is st111 pendmf7 in the High Court for
b ﬁ;’*etermmanon :

: Confidential Documents

The Consultants fraudulently obtamed confidential documents relating to the above
matters in support of their case, whleh was challenged by the Board, and the same

-k

Investigations with the Comrmssroner of Tolige. (Reference Ruling of the Court)
. APPENDIX 14. ‘ '

~Advice from Lawyers

“  The Lawyers acting for the Fund have also advised that the case is meritorious and
should therefore proceed in Court. ‘

;':34 *NEIEH.-:"D'\;;"ZEG ]"*"‘ “’11\_ ~-Court .L.Lu_l.u'LJ.LC ‘C'._\.JJ.U.S uxc: "I'lLdu\-;I‘ .15 ; HUD]ECI U" L



The Rt. Hon. Raila A. Odinga, EGH, MP,

Prime Minister
P. O. Box 30007-00100
NAIROBI

Hon. John Michuki, EGH, MP,
Ag. Minister for Finance

P. O. Box 30007-00100
NAIROBI

‘Mr. Joseph Kinyua, CBS

Permanent Secretary
Ministry of Finance

P. O. Box 30007-00100
NAIROBI =~

- Dr. Hezron Nyangito, CBS

Permanent Secretary '
Ministry of Medical Services
P. O. Box 30016-00100
NAIROBI '

Hon Amos Wako EGH, EBS, MP

- Attorney General

P. O. Box 40112
NAIROBI.

+



Telegrams: “MINMEDSERVICES” Nairobi .

OFFICE OF THE MINISTER
Telephone: Nairobi 254- 20- 2717077 AFYA HOUSE
Fax: 254~ 20- 2719008
| D CATHEDRAL ROAD
Email: minms@health.go.ke P. 0. Box 30016 - 00100

When replying please quote NAIROBI

Ref No. MMS/ADM/1/16/1
and date

4t December, 2008
Mr. Richard L. Kerich -
Chief Executive Officer

National Hospital Insurance Fund (NHIF)
P.O. Box 30443-00100. ‘

— N EXE
x&*"’} Au 7“7

Dear

RE:  MEDICAL RESOURCE CENTER - KAREN

" On 25t November, 2008 the Cabinet Coimmittee on thc Services-Sector, at its fourth .
meeting, approved thc Cabinet Memorandum on the NHiF Medical Reoource Ccntcr
and advised me to carry on with the project ex*pedmouslv

1 have previously written to you on the same adv1smg or. the ‘way forward with the
‘project-which includes, mter ah»‘

(D Termination of the court processes as earher advised by the Attornev General .
(ii) - Negotiation with the Serv1ce prov1dcrs to agree ori the reasonable

'professional fees to be pa1d in accordance w1th the work done and established
law : : .

(ii)  Re-engineering the construction processin a propc; way $0 as to avoid the
“problers that brouOht us whcrc we are today.

The rationale for my recommenda_mons assumes, as a basic pr'inciple, that the project
shall be implemented in line with the vision and mission of the Ministry of Medical
Services as well as that of the National Hospital Insurance Fund.

Yours sincerely,

HON. (PROF.) P.A. NYONG’O, EGH, MP
MINISTER

—



'NHIF Building

A Chaolmg on 17 May 2010.-

OFFICE OF THE PRIME MINISTER 3
Telegrams “OPM?” Nairobi : . ' TREASURY BUILDING
Fax No.: +254-(0)20-2210876 P. O. BOX 74434-00200 ' '
Telephone: +254-(0)20-252299 " NAIROBI
When replying please quote KENYA

Ref: OPM.1/INF/89/125

BriassDate: 9t june, 2010 -

Mr. Richard Kerich
Chief Executive {
National Hospital Insurance Fund

(41 |

RIATIZODY #
LNAdaAN T UA £

Dear \\X'r\ YJU{\,?J'\

' RE: FUNDING OF PROPOSED KAREN NHIF MEDICAL CENTRE - \

The above subject refers.
The Project was diseussed during a Consultative meeting betweéen the Rt. Hon

Prime Minister and China Development Bank Delegatmn led-by the Govemor Jiang

This project has been listed as a strategic health sector projeet to be financed
through a line of Credit being sought from Development Bank of China in

_Partnershlp Wlth Development Bank of Kenya.

The purpose of writing is to mform you to-liaise with the Chief Executive Officer
of Development Bank of Kenya for the prerequisite documentation and- project

appraisal to facilitate its implementation. -

A.A.O0. MONDOH OGW | M
Ag. PERMANENT SECRETARY | _ [ v

; 5] |

Cc  Hon. Prof. Anyang’ Nyong’o, EGH, MP ﬁ/
Minister for Medical Services '

NAIROBI el e



=0

The Permanent Secretary - -

Minist»ry:-_of_Medical:vService_s-... -

Afya House b e
. NAIROBL .




s SYNE ?\GY

;INUF\\\‘li,

‘ ' . //\fo/.\’?\"/i
=3th September 2010 Tt E

~The Minister of Medical Services
“lon. Prof. Peter Anyang Nyang'o

' € - »
Afya House, Cathedral Road T e i
P.0. Box 30016 o
izirobi, Kenya
)
\ RE: Yzren Refarral Hospital
l
Dear er

Further to my prevxous discussions and my fetter dated 5th Aug:-lstl'ZGm I am Wrﬁ;ﬁg' _

 reguesting an appointment for Fedders Hoyc Corporation to siEgn @ hﬁemoranaum of
Understandmg {MOU} for the Karen Referral Hosmtal

Tiscussions for this pmgect have been cn going for over one year now and our pnm:rpais
cadders Lioyd are visiting the country to sign @ MoU with the Ministry of Energy on October
14th 2010, While they are in the countty, they weould vary much fike to do the same with ymr
Ministry for the abovementicned prO}EC'L ' ' "

ft wvald be ku&"f%«; ai:,'}fECIET“d #an Trreitation Eetter s&mrkéar to t‘w one amed wordd be
written gmnv them an appomt’nem for a dtae closa to that given by the Ministry of Energy.

§ Icck_ foraard to you pastive snd swift response.

Robert th.iwm
Director '

Synerqy Invesimants LEnitad,
lma—nqtmnnl chsa Building, Mama Ngina Strset

'1 I—L.'] 00 C Nai <-=ﬂVc
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OFFICE OF THE
PERMANENT SECRETARY
p. 0. Box 30582
NAIROBI

Date: SEPTEMBER 3, 2010

Please refex 9 your Iettur da;'
captioned subject.

e

~ This'is to confirm my vaflabilityion October 14, 2010 at 8. 30am in
‘my Nyayo House Office to dzscuss poten‘aal sower transmission and
distribution projects: ne 1t

-""'T“?m.pmver supply materials for funding
by the Governiment of India on toncessionary terms. Such terms
~should reflect an IMF formula based grant element of at least 35%

on net present value’ basis. These discussions will lead o the-
signing of a Memorandu:n of Understanmng between the two

parties.

Yours

ATy
e N 2 e e




| -Deér )\/{Mldﬂ;

OFFICE OF THE PRIMEMINISTER
PERMANENT SECRETARY’S OFFICE

FaxNo.: +254-(0)20-2210876
Telephone: +254-(0)20-3247000
When replying please quote

Prime Minister's Building
P. O. BOX 74434-00200
Harambee Avenue

NAIROBI

Ref: OPM1/INF/39/162 o  Date: 29% March 2011

Anvexe Iy

RE: BILATERAL TALKS ON KENYA — CHINA DEVELOPMENT CO-OPERATION

Reference is made to the above subject matter which took pléde on 18h Maréh 2011 'when H.E. Prime
Minister held bilateral discussions with the Vice Premier of the Peoplés Republic of China in the company

- of the Chairman of the Development Bank of China. As you may be aware, during these talks,

Development Bank of Kenya submitted proposals on various projects which they wish to undertake in _
partnership with the Development Bank of Chir]a. ' '

I paﬁicularz the proposed National Hospital InsuranAce Fund (NHIF) Speéialised Medical Centre at Karen

Project was forwarded to CDB for consideration.

f writing is to request'you to facilitate. timely implementation of this project. Please find
attachgd a copy of the brief submitted to the China Development Bank for your action.

AHAKIA, CBS
PERMANENT SECRETARY




CC:

jf:;’: ! y

Y
3
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Mr. Richard Kerich

Chief executive Officer

National Hospital Insurance Fund
NHIF House — Community Hill
NAIROBL.

Mr. Vict

=

tor Kidiwa

Dl af Tunniitihue

Uiiici CACCULVE
Development Bank of Kenya
NAIROBI

Lz AN



" REPUBLIC OF KENYA

OFFICE OF THE PRIME MINISTER

Q"".?EXECUTIVE BRIEF TO H.E. MR CHEN YUAN, CHAIRMAN OF THE BOARD OF |
- DIRECTORS OF CHINA DEVELOPMENT“BANK ON*DEVELOPMENT PACT BETWEl:N
o DEVELOPMENT BANK OF KENYA AND CHINA DEVELOPMENT BANK

“Development Bank of Kenya (DBK) is in a development co- operatlon pact Wlth Chlna.

Development Bank (CDB) in which DBK is tne local Cou..terpart The development pact :

between DBK and CDB was started in 2007 when the first project was signed. lmplementatlon .
‘. Started in 2008 and was completed in 2009. Currently, DBK has started negotlatlons with the

CDB on the construction' of the proposed NHIF Speolallsed Medical Centre at Karen. The

‘ »iv_detalls of the proposed project are contalned below.

NHIF SPECIALISED MEDICAL CENTRE AT KAREN

The Ministry of Medical Services'has aligned lts' strateglc plan towards the realization of Vision
2030 and Millennium. Development Goals. The vision envisages making Kenya a reglonal |

provider of choice for highly specialized health care services and opening Kenya to Medical
tourism.



The opening up of the East African Region has presented unprecedented opportunity for
Kenya to demonstrate its dominance in provision of affordable quality health care services in
: the region. Presently, there are only two referral hospitals, namely Kenyatta national Hospital
and Mol Teaching and Referral Hospital that offer specialized medical and diagnostic

‘treatment. However, various studies have shown that the two institutions will not cope with the

~ current demands and more so the opening Up of the regron that has a populatron of about 180 "

L T — ;
iion oeopie.

i is evrdent that Kenyans spend a lot of money in procuring ! servrces from overseas hosprtals
l\/lost of these: servrces are on common ailments that requrre renal’ transplant heart surgery,
cancer treatment etc which could be done locally if facrlrtres Were avarlable Furthermore the -

'country looses ln forergn exchange as they go out to seek those services.

.. From the. foregorng, the current Health Indicators such as life expectancy, Chrld mortallty the
ratio ot health workers to the populatron have 'shown unfavourable trends that are not -

‘ acceptable standards These parameters can only be reversed wrth delrberate decrsrons by .

I . Government and like mrnded partners that rnclude the Private sector. The. Government is

, workrng towards bndgrng the exrstrng identified gaps through a multrfaceted approach

The Natronal Hosprtal lnsurance Fund (NHlF) is at an advanced stage in rmplementatron of a
Medical Resource Centre of Excellence, in Karen, that encompasses a specralrzed Medical
'and a Trarnrng facrlrty for the region in collaboration with wrllrng partner(s). This Centre wrll
serve Kenya and the wider Eastern and Central Atnca regron rn easing congestron that is

currently witnessed in fhe two national referral hospitals.

The Centre will include, among others, the following:-

1 Management Staff Training College to train hospital administrators in medical

2



supplies (medicines and equipment), maintenance, human resource management and -

procurement, train clinical medical staff in continuous skill development in new

technologies e.g. in laparoscopic surgery, telemedicine, laser techniques and act as a

centre for launching new medical technologies and knowledge from around the world to

- the medical fraternity in Kenya.

Specialized Referral Hospital fully equipped to deal with diagnostic and therapeutic

- Services in medical imaging, - specialized laboratories, radio and chemotherapy, -

pathology and analytical diagnostic labs including gene and DNA mapping. The labs

will be expected to give forensic research back-up to the crime fighting departments in

- Kenya and neighboring countries.

Specialized- treatment area in the following areas:- renal services  that will include -

dialysis and kidney transplant services, specialized cancer dragnosrs treatment and

follow up, bone marrow transplants, cardrac cardrothoracrc open heart centre

Accredited Level 1 ,Trauma Centre. This-is the eentre that will be able to handte"
| complex emergencies particularly due to road and traffic injuries and other manmade

and natural disasters. Specialized pedratnc centre will cater for complrcated pedratrrc.
drsorders of- acqurred or genetrc origin.

" Modemn e‘nvironment Friendly Medical Waste Disposal System that'witl'be able to

handle the waste in Nairobi Waste Facilities with ease and safety and reduce the risk of
spread diseases from recktessly disposed hosprtal waste

cher ancilta_ry facilities and infrastructure development, e.g. administration bleeks,
doctors’ plaza, wards, staff, student and guest housing, kitchen, dining, stores etc,

The Medical Centre is estimated to Cost US $ 120,000,000

DATED: 18t March, 2011

w






OFFICE OF THE PRIME MINISTER
PERMANENT SECRETARY’S OFFICE

Fax No.. +254-(0)20-2210876 Prime Minister's Building
Telephone: +254-(0)20-3247000 P. 0. BOX 74434-00200

When replying pléase quote _ * e Harambee Avenue
h- “‘ NAIROBI

| Ref: OPM1/INF/39/165 ‘\ ‘Date: 28 March 2011

]

~ Chief executive Officer

Mr. Richard Kerich

National Hospital Insurance Fund
NHIF House — Community Hil
NAIROBI.

Dear N\' \;‘A/\f\f)"

RE: BILATERAL TALKS ON KENYA CHINA DEVELOPMENT CO- OPERATIO/

Reference is made to the above subject matter which took place on i8ih March 2011
when H.E. Prime Minister held bilateral discussions with the Vice Premier of the Peoples
Republic of China in the company of the Chairman of the Development Bank of China.
During these talks, Development Bank of Kenya submitted proposals on various projects

~which they wish to undertake in partnership with the Development Bank of China.

In particular, the proposed National Hospital insurance Fund (NHIF) Specialised Medical
Centre at Karen Project was forwarded to CDB for consideration.



.........

The purpose of writing is to réques t you to work together with the Development Bank of
Kenya to progress the implementation of the project through financing by the
Development B k of China.

Yours

f #
g =1 &
a

/’

DR. MOHAMED ISAHAKIA, CBS -

PERMANENT SECRETARY

=oAL,
ol

4%Ma‘tﬂb
gy

CC: Mr. Victor Kidiwa
- Chief Executive
Development Bank of Kenya -
NAIROBI



MINISTRY OF MEDICAL SERVICES
OFFICE OF THE PERMANENT SECRETARY

Telegraphiz Addrrss: “RUMAMEDSERVICES™ MAIRORY AEVA HOUSE

‘%4_20_7717077 ) CATHEDRAL ROAD
PJJ.D“ﬁﬁﬂulﬁiﬂﬂﬂC

o0

MAIRCE

et Mo n,rws_/_fxs?w/.,lﬁ.\_7_9_1_.11%018) ) “ | v‘ﬁ, r april 2010

Mr. Richard Kerich

Chief Exscutive Officar -

National Hospital insurance Fund

Nairobi - g

Tclcph- ne: Natobi
Fax: 4254-20-271
YWhen Replying pleass quate

s

RE: KAREN MEDICAL CENTRE X BILATERAL TALKS ON KENYA/CHINA
DEVELOPMENT COOPERATION.

We wish to lnform you that the Government hao held €iscussions with the Governrnent
of China on how io take forward the |mpleme: tation of Karen Medical Centre. At the
meeting- held on 18" March 2011;.between the Rt. Hon. Prime Minister of Kenya and
the Vice Pramier of the Government of the Pecple’s’ Repubkc -of China -and alsc
attended by the Chairman of the Devélopment Bank of C hnna and the Chlef Executive
Officer of the Development Bank nf Kenya there was commitment. lhat the project Wl“
receive financial suppor‘( - :

Consequently, the Mlnlotnj has tasked a team. of Medical specialists to provide input into
the eariier proposal on the prOJect to be submitted to the lead Consultants

l would also like to bnng to your attentlon that this was 'dcntxﬂed as a flagship nrOJecf of =
the Health Sector in Vision 2030. You are therefore requested to move this process as
~expeditiously as possible and in abiding by the relevant governmem reaulanons
governing DrOjcCL: of this nature .

The purpose of this Ietter is not only to secure your (NHIF) Board commltment and
concurrence as the Ieag&ency under this partnership but also to proceed and bring on
board all the relevant parties ifivolved in ths project to take it to the next lavel.

Ngari M.W. (Ms), CBS
PERMANENT SECRETARY

Copy to: Hon. Minister M-—’"g“"“”"w*—






NATIONAL HOS?’!TAL INSURANCE FLIND
HEAD QFFICE

NHIF BUILDING, RAGATI ROAD

P.Q.BOX 30443 -00190,

NAIROSI

HF/C/969 VOL.11/26

April 21, 2011

" Baseline Architects Ltd
P.0.Box 39928-00623
' NAIRGEI.

Dear Sir,

RE: CONSTRUCTION.OF THE PROPOSED SPECIALISED MEDICAL CENTRE OF
EXCELLENCE AT KAREN LR.NO.24968/2 ' '

The Kenya Vision 2030 intends to make Kenya -the regional -p_rovider of choice for
highly-specialized health care, thus openihg up “health tourism” as an income-

generating activity.

In this regard, the Govemment has 1dent1ﬁed the above mentioned pro;ect as a

flagshlp project for the Health Sector in Vision 2030.

The Fund instructs you to liaise with all relevant cohsdltants'and" bodies to prepare
detailed business proposal and implementation documents to reflect the current’

scenario.

Treat the matter with urgency.

ty,

R A=KERICH
CHIEF EXECUTIVE OFFICER

WA N

—|
@

254 020 2723255/6. 0800 221 3564 Fax: 2714806 Emailinfo@nnif.or.ke, Website:www.nhif.or ke






NATIONAL HOSPITAL INSURANCE FUND
HEAD OFFICE o
NHIF BUILDING, RAGATI ROAD

P.0. BOX 3Q443 - 00100,

'NAIROBI
HF/C/969/ VOL.11/85 . * 4t February 2012
Baseline Architects Ltd " {* { %‘
P.0O. Box 39928, "
NAIROBIV.
Dear Sirs,
‘RE: PROPOSED KAREN MEDICAL CENTRE OF EXCELLENCE.
Tender Action.
Reference is made to Lhe Tollowmc -
aj .LetLer ref. HF/C/°09VOL_1 1126 dateu 21St it 201_‘; instructing you

' to prepare a bu<1ness plan.

by . Letter ref. NHlF/MEDmoa/m bst dated 24'“ Auoust 2011 forwarding
documents referred to in {a) above.

c) Advertisement for Expression.of Interest (EOI) dated 7 November
2011." - : '

The proces< of evaluation following (c) above has been completed. You are
hereby instructed to liaise with the rest of the service providers to finalize

..... 1 Lmteme e mm DR

and foiward tender documients and ol of q\,.:muura HOL GLET WHAN L
February 2012, for further action. '

_,,m:
-
=F:
wr 1D

pro1ert components envi aged under Buﬂd OperaLe and T,amfer

arrangements as per the adverfﬁefnen referred to above. This should
include but not limited to the following
a) Bills of quantities and sets of drawings and schedules for procuring

contractor(s) competitively and q&.ahtatwely




'*supply 1fe'ms

oy Tender documents for full operatlonahzatlon prior to fransfer of the
SRR entlre facmty to the proponent(s)

dy - ‘DlttO for technology transfer and capacrty burldlng prlor durmg and
- after operatlonahzatlon period.in (c) above: .

e) }Dittc' for ﬁn'a’nce and financing'arrangements-

You are adwsed to liaise with the undersrgned for any further clarifications.
The final set of documents to be submltted shall be at least seven (7).

-Yours faithfully,.

AL TR

ﬁ.:Kench ,

‘Chief Executive Dfﬁcer
CNHIF.

N




NATIONAL HOSPITAL lNSURANCE FUND

HEAD OFFICE
v NHIF BUILDING, RAGATI ROAD
P.0. BOX 30443 - 00100,
HF/C/969 VOL.11/86 bypdnes
The Permanent Secretary , ‘ - 20" January 2012

~Ministry of Finance _ S
P.0O. Box 30007 ’
NAIROBI. A N N b* E ‘s’
Dear Sir,

Re: Approval of Project Concept and FeaSIblhty Study for Karen Medical Centre
and Institute

This is a follow-up of the communication to you by the Permanent Secretary Ministry
of .Medical Services in respect to the above - Project vide letter Ref.
MMS/ADM/1/16/VOL 11/ (117) dated 7 April 2011 E

) The purpose of  this communication is to Sme]t the background concept paper and
-the Feasibility Study report for the Karen Medical Centre and Institute in compliance

. with Legal Notlce No. 38 of 2009.

Steps 1 and 2 of the Pubhc Procurement & Disposal (Pubhc Private Partnershlps)
Regulations . 2009 (PPP.Preparation and Approval), related to. the identification .and ‘
feasibility analysis- were carried-out and completed over -a penod of time - as

- summarized below

In respect to steps 1 and 2, the Project was envisaged as a Healthcare Resource

. Centre in 2001 to be established by NHIF in collaboration with hospitals accredited to

the Fund to support delivery of specialized medical services and capacity bu1ld1ng It
was scaled-up to a Medical Centre and Institute in 2006 with a V1ew to;

1. Support hospitals accredited countrywide
2. Address Health Sector challenges outlmed m the Economic Recovery Strategy
 (ERS),
3. Expand access to quality health services and,
-4.. Support 1mplementat1on of strategies necessary to reverse declining trends in
_health indicators.

This was identiﬁ'ed as a Strategic Health Sector Project and included in the Kenya
Vision 2030 as the flagship project for the health sector in June 2010 with a view to
establishing a Medical Centre of Excellence in line with 1994-2010 Health Sector

Vi A=A DO VTTNINSE S NOING A ASSA Tave AT AN oo L, tedednoateld



- )

Policy Frameworks, Health Sector Strategic Plans 2000-2004 and 2005-2010, and Vision
2030.

Accordingly, the Medical centre was re-designed to specialize on pediatrics,

reproductive health, cancer, renal, oncology, cardiac _(cardiology), neurology, -

hematology, dermatology, dental care and dental ‘surgery, specialized surgery,
physiotherapy and day care Centre. It also included medical and pharmaceutical

».productlon unit, j? educjowgtutg admmlsgatlon offices and support

faCﬂltIES

Feasibility Study, uodate of the designs and business Dlan were camed’fbut between

J

N‘ nnnnn C ?\lr\tprr\hel’ /ﬂl -_ 1'1:: ra:snﬁunv c:nn\i nf‘:ximaq :xu‘accrrlan. n. -unp rsrnzn'.

nature and levels of medical services to. be provided, target segment ‘of the

population, the scope and the level of infrastructure to be developed, prehrmnary

~estimates of the capltal investments and expected revenue.

The Feas.lbmty study recommended a model medical institution that consists of : -

The Referral Centre,

. The Medical Production Centre, :

‘The Medical Education Centre (Institute), and o .
Administration Offices and support facilities. i A ;.

DN

With the expenence of local and international best pracﬁce m%dels' ‘it was -

recommended that the Centre will operate based on quality and competitive services
at ‘economic rate in order. to maintain sustainability and the capablhty for

1mprovements over. the years in all areas of service delivery.

In add]tlon the feasibility study indicated that the total prOJect costs will be US$ 267
million; covering all the components that include the cost of land and maintenance,
consultancies, project management, construction, equ1pment furniture, furnishings,
and the cost of finances. The feasibility study indicated further that annual income of

US $ 39 million will be expected at the completion of the construcUon and necessary

ga

%
2

capacity building.

Various con‘sultation_s have been carried-out in respect to possible sources of funds for
construction, equipping the Centre and carrying-out necessary capacity building. In
view of these consultations, the Government recommended that méchanisms be put

in place to. secure funding from the development co-operation pact of China

Development Bank (CBK) and Development Bank of Kenya (DBK). Accordingly, the
primary concern is to identify construction agencies that will be able to access such
line of credit at competitive rates for Build Operate ‘and Transfer at a reasonable

“period.

For the purpose of the steps 3, 4 and 5 of the PPP Regulations; namely submission of
the project concept and feasibility report, consideration by the Steering Committee

2
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L,

and submission of a Joint Cabinet Memorandum to the Cabinet, we attach to this

-letter the Project Background and the Report of the Feasibility Study for your
consideration and approval.

The Fund will be prepared to provide any additional information that may be required
for the purpose of addressmg this Project expeditiously.

Yours faithfully,

/ o

Lo, Richard L. Kerich

Chief Executive Officer

cCc. The Permanent Secretary
- Ministry of Medical Services
- P.O.Box 30016
Nairobi.
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NATIONAL HOSPITAL INSURANCE FUND
HEAD OFFICE
NHIF BUILDING, RAGATI ROAD
. P.0. BOX 30443 - 00100,
i NAIROBI
HF/C/969 Vol.ll/99 - : .

April 17, 2012

The Director

Public Private Partnership
 ‘Ministry of Finance

P.0. Box 30007-00100
- NAIROBI.

RE Dear Sir,

: RE' PROPOSED KAREN MEDICAL CENTRE AND INST»ITUTE‘

AThlS is further to the communication Ref HF/C/969 Vol Il/86 dated 20" January 2012
and the Meetmg held on 17/4/2012 in your Office. .

_Accordmgly attached is the copy of the communication ‘on 20 January 2012 with
g ~ relevant annexes that include the letter from Permanent Secretary, Ministry of
& PR " Medical Services, copy of the feasibility study and.the business plan that were
commissioned by the Board. ' '

Yoursl faithfully, P

¥ R RLKERICH
= CHIEF EXECUTIVE OFFICER

.. Aud.

Tal: 252 02{ 2723255/5, 0800 221 3564 Fax: 2714808 Email: info'@nhif.or.ke, website: www.nhif.or.ke



-
L



o ANNEX 1 L
NATIONAL HOSPITAL INSURANCE FUND

. PROJECT BACKGROUND-ANb CONCEPT

PROPOSED KAREN MEDICAL CENTRE OF EXCELLENCE



1. PREAMBLE

The Medical Centre of Excellence was proposed initially in 2001 as Healthcare Resource
Centre to be established by the National Hospital Insurance Fund (NHIF) in collaboration with
strategic hospitals accredited to the Fund with a view to support delivery of essential medical
services, medical education and capacity building for various professionals in the health sector.

More speciﬁcally, KMCI was initiated in response to challenges experienced by members of
NHIF and the hospitals accredited to NHIF that included limited access to quality medical
services, scope of the facilities and services that have persisted in the health sector.

In 2006, it was scaled-up to a Medical Centre and Institute with a view to 1) support hospitals
accredited countrywide 2) address health- sector challenges in outlined in the Economic
Recovery Strategy (ERS) 3) expand access 'to -quality health services and 4) to support
implementation of strategies necessary to reverse declining trends in health indicators.

It was identified as Strategic Health Sector Project and included in the Kenya Vision 2030 as
the flagship project for the health sector in June 2010 with a view to establish a Medical Centre
of Excellence in line with 1994-2010 Health Sector Policy Framework, Health Sector Strategic

- Plans 2000-2004 and 2005-2010, and Vision 2030. ' .

The Centre is located in Karen, about 17 Km from the Nairobi CBD, on approximately 10
hectares piece of land owned by NHIF. In view of the foregoing, it has been designed to consist
- of (1) The Referral Centre (2) The Medical Production Centre and (3) The Medical Education
Centre (Institute), and (4) Administration Offices and support facilities. These facilities will
occupy approximately 155,000 square metres. ' L

3. KAREN MEDICAL CENTRE AND INSTITUTE

As indicated, the Healthcare: Resource Centre was scaled-up to a Medical Centre in"2006 in
~order to address ERS and the need for the Fund to support expanded access to healthcare and
strategies to reverse declining trends in health indicators. In the .year 2010/2011, the Medical
Centre was included in The Kenya Vision 2030 as one of the flagship projects in the health
sector with a view to establish a third referral hospital and a model centre of excellence in

Kenya.

With these developments, it was proposed that the medical centre should be re-designed to
specialize on pediatrics, reproductive health, cancer, renal, oncology, cardiac (cardiology),

. neurology, he_matblogy, dermatology, denfal care and dental surgery,. specialized surgery, -

physiotherapy and day care Centre

It was considered also that the Institute will give priority and even high attention to expanded
development and production of nurses, clinical officers and doctors as part of the efforts to
address acute and persistent shortage of these cadres of the medical personnel.

In addition, it was considered that the Institute will give equal priority and attention to
expanded skills and competencies of the health/medical administration, accounting and
financial management with a view to address a wide range of challenges related to

admiinistration and financial management in medical institutions.

3. THE NEED AND THE RATIONALE

As indicated, NHIF and accredited strategic hospitals proposed to establish a model specialized
medical centre and institute as part of the effort to address:challenges related to increased and
diversified diseases, policy directions, limited and inadequately maintained medical facilities,
inadequate and inconsistent supply of drugs, and limited supply of qualified human resource,

p—t
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The envisaged model cenire is intended to serve as a teaching and referral hospital and to
support at least levels 5 and 4 of the medical delivery institutions in Kenya thcreby
complementing the capacity and the efforts of the present referral medical institutions in
Kenya; Kenyatta National Hospital (KNH) and Moi Teaching and Referral Hospital (MTRH).

Indeed, available reports (Strategic Plan, Ministry of Medical Services 2008-2012; The Review of
the KHPF 2010; and Health Sector Strategic plan II 2005-2010) indicate that the existing
medical facilities that include two referral hospitals (KNH and MTRH), provincial and district
hospitals continue to be overstretched and characterized by limited human resources at various

cadres.

Virtually, all the reports acknowledged that from 1993, the country witnessed reversal of the -
gains that were witnessed between 1960s and 1992. The infant rates increased from 51 in 1992
to 77 in 2003 and under-five mortality rates increased from 74 to 115 over the same period.
Life expectancy declined from 60 years in 1993 to less than 50 in 2003. These trends applied to

practically all the health indicators.

The reported reversal of the progress and contmued decline of the health outcomes has been
attributed to a number of factors that include congestion and limited access to the medical
facilities, limited and inadequately maintained infrastructure, eroded level of medical services
provided, lack of adequately trained medical and administration personnel limited budget
allocations to the health sector, increased poverty, adoption of the user fee and increasing
emergence of new disease’ challcnges including HIV/AIDS (KIPPRA 2004, Strategic Plan,

Ministry of Medical Services 2008-2012;The Review of the KHPF 2010; and Health Sector'
Strategic plan I 2005- 2010)

Bes1des mcrca.sed and diversified diseases, Iumted and inadequately mamtamed infrastructure,

. persistent shortage of health/medical personnel has been described as "the crisis in human

resources for health” in most of the sub-Saharan African countries (WHO 2006a p.11). Indeed,
the HRH crisis in Kenya has become a major challenge for health service delivery and for
achieving the health related Mlllenmum Development Goals (NHSSP -1 2000- 2004 NHSSP II-
2005- 2010) :

Wlth the WHO threshold index of 2.5 health workers per 1,000 populatlon and countnes w1th
lower indices defined as being in critical shortage of HRH (WHO 2006a). Kenya is one of the

57 countries thh acute shortage of manpower of which 36 are in the sub-Saharan Afnca (SSA)

and expcrlence a shortage of over 2.4 million health workers

Most of the medical fac111t1es accredited to the National Hospxtal lnsurance Fund (NHIF ) have
expressed this crisis persistently leadmg to the proposed establishment of the Karen Medical

Cenrre and Institute. .

In addition, series of structural adJustment witnessed between 1990s and 2010 have continued

to increase the levels of shortages on various cadres of health/medical personnel. The 1%
Natxonal Health Sector Strategic Plan of the KHPF (NHSSP I, 2000-2004) emphasized the
decentralization of the health/medical scmces resulting to more acute shortages of quallﬁed

personnel

Between. 1988 and 2000, Districts increased from 41 to 71 and premp1tated establishment of 30
new. In 2009 the Administrative Districts increased again to-149 leading to establishment of
additional 78 district hospitals in the new districts; resulting to 108 district hospitals most of
which continue to experience varied challenges including shortage trained personnel, relevant
eqmpment infrastructure and supply of drugs

Further, 360 new dispensaries were opened in 2007/08 financial year and 389 in 2008/09
resulting to additional total of 749 dispensaries established under Constituency Development
Fund (CDF) within a period of two years without correspondmo increase on the qualified



human resources. The shortages of qualified staff increased drastically with the demand for
nursing staff increasing by 2,996 within those two years.

With these structural changes, the additional demand for nurses has been estimated, by various
reports, to be between 12,000 and 15,000 nurses in the next five to ten years.

Furthermore, the new community health initiative through KEPH has led to the creation of
positions for Divisional Health Officers and Community Health Extension Workers (CHEWs)
that has generated demand for 15,200 additional nurses as CHEWs and 1,200 as divisional
nursing officers, resulting to 16,400 new nursing positions for community-based health care.

Karen Medical Centre and Institute have been designed with a view to address these challenges,
to provide specialized services related to pediatrics; reproductive health, cancer, renal,
oncology, cardiac (cardlology) neurology, hematology, dermatology, dental care and dental

. . i
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and related areas. .

More importantly, it will also address the concerns of the over 500 accredited medical
- institutions on aspects related to human resource development. It will give priority and high
attention to expanded development and production of nurses, clinical officers and doctors as
part of the efforts to- address acute and persistent shortage of these cadres of the medical

. personnel

It was will give also equal priority and attention to expanded skills and competencies of the
health/medical administration, accounting and financial management with a view to address a
wide range of challenges related to administration and financial management in' medical

institutions.

b,

YRS )




= S ANNEX 2
i: SR NATICHNAL HOSPITAL INSURANCE FUND

FEASIBILITY STUDY, UPDATE OF THE DESIGNS AND BUSINESS PLAN
PROPOSED KAREN MEDICAL CENTRE OF EXCELLENCE




1. FEASIBILITY STUDY AND UPDATE OF THE DESIGNS

The feasibility study, update of the designs and the business plan were carried-out between
May and August 2011.

The feasibility study included assessment of the demand, nature and levels of medical services
to be provided, target segment of the population, the scope and the level of infrastructure to be
developed, projection of the capital investments and expected revenue.

A survey was carried-out with 75 hospitals accredited to NHIF with a view to identify their
constraints, challenges and ways in which Karen Medical Centre can support their operations.
‘The hospitals that were visited and/or interviewed included Kenyatta National Hospital (KNH),
. Moi Teaching and Referral Hospital (MTRH), Provincial Hospitals, Nairobi Hospital, Aga

Khan University Hospital, Pandya Hospital, Machakos District Hospital, Kilifi Disrict Hospital
and Diani Reach Hospital.

il LS

A number of constraints, challenges, and ways in which Karen Medical Centre can support the
~ operations of the hospitals accredited NHIF and the general hospitals in Kenya were identified
through the survey. The resulting experiences and challenges were subsequently used to refine

and update the designs.

The best practice medical schools were considered for the purpose of benchmarkmg, improved
de51gn and updating, exchange of experiences, exchange of programmes and -accreditation.
Among the international model institutions that were considered include McGill School of
Medicine and Johns Hopkins School of Medicine. Local institutions that included the School of

- Medicine (Moi University), Moi Teaching and Referral Hospital (MTRH), Aga Khan -
University Hospital. Strathmore University, Kenya Medical Training College (KMITC) were
consxdered and visited with a v1ew to establish possibleé collaboration network

In addition, attention was given to Kenya Polytechmc University College and Mombasa
~ Polytechnic University College because of various training programmes in medical sciences, .
medical technology and pha.rmaceutxcal technology and management. :

2. COLLABORATION NETWORK

The consultations and- visits that were made led to expressed willingness for extended
collaboration network. Among the institutions that expressed willingness -for collaboration
network include School of Medicine (Moi University), Moi Teaching and Referral Hospital
(MTRH), Strathmore Umversny, Kenya Pol ytechmc University College and Kenya Medical

Trammg College (KMITC).

The services that can be commenced with institutional collaboration framework mclude

1. Extended NHIF Membership education
* The primary objective will be to carry-out civic education and sensitization of the publlc on the 1mportance

and scope of NHIF services.
MTRH has demonstrated that patients with NHIF membership have much less problem in securing

medical services at the institution. Large propomon of the population have limited and/or no lcnowledge of

NHIF.

2. Improved skills and Competencies for various cadres of the Hospxtal Administration. Avaxlable data
indicate that administration of the medical facilities continue to be a major challenge.

3. | Improved skills and Competencies for various cadres of the Hospital Financial Management. Similarly,
available data indicate that administration of the medical facilities continue to be a major challenge.

4. Adegquate space and integration for the Radiology. It is spread-out with limited space. It needs to be

consolidated and functionalities integrated with adequate space. Such measure will facilitate e-medical
technology and efficiency in the delivery of medical services.

5. Enhanced capacity for the Radiology Department by adding a 32 slice CT Scan and MRI equipment.

6. Adequate space, location and integration for the Laboratories Department. The present location is limited
and not appropriate for the Department and particularly the Blood Transfusion Unit.

In particular, the Blood Transfusion Unit should be modemnized and expanded to address the needs for the

Referral Hospital and Western Satellite Medical Institutions.
7 Progressive Expansion of ICU and HDU. At present, these facilities are substantially smail for the MTRH,
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the region and population.
ICU needs to be expanded progressively to at least 30 and HDU needs to be expanded from 6 to at least 20
beds.

8. Provision of adequate incubators for pre-term babies in tandem with increased population

3. UPDATE OF THE DESIGNS

Based on the feasibility study and further consultations, the designs completed in 2006 were
updated to incorporate the wider vision, scope and functionalities demanded by the hospital
accredited to NHIF and prevailing industry standards.

The medical centre was re-designed to specialize on pediatrics, reproductive health, cancer,
renal, oncology, cardiac (cardiology), neurology, hematology, dermatology, dental care and
dental surgery, specialized surgery, physiotherapy and day care Centre. It include medical and
pharmaceutical production unit. S

It was also designed to include extended the medical education centre with lecture theatres,
seminars rooms and library and hostel facilities.

4, COMMERCIAL AND COMPETITIVE SERVICES MODEL

With the experience of local and international best practice models, it was concluded and
recommended that the Centre will operate based on .quality and competitive. services at
economic rate in order to maintain sustainability and the capability for improvements over the
years in all areas of service delivery. " .

The centre and its operations will be structured in ways promote responsiveness to the

" population dynamics, trends in disease patterns,.»technology-pr_ogress, economic conditions and
market forces and maintaining at minimum most of the challenges. that have had negative

impact on the quality and competitive services at economic rate' in the existing medical
institutions. ' :

5. GOVERNANCE, ADMINISTRATION AND ORGANIZATION
It will be noted that there are various wayé to incorpdratc medical institutions. KNH was
established with Legal Notice 109 1987, MTRH Legal Notice 78 1998 and KMTC Legal

Notice 14 1994. Nairobi Hospital, Pandya Hospital, MP Shah Hospital and Aga Khan Hospital
were incorporated as league of associations. o o , :

One of the best and viable models is the Open University Malaysia (OUM) that remains partial

" public institution owned by a consortium of 11 public universities in Malaysia that leverages

the quality, prestige and capabilities

. In keeping with the best practice models, it is recommended that the Karen Medical Centre and
" Institute (KMCI) be incorporated as league of association consisting of NHIF, accredited

hospitals and best practice medical schools: ‘ _ _ .

In that incorporation, a Board of Trustee will be established consisting of- NHIF, strategic
hospitals, medical schools, and Leading Medical Manufacturers.

It is envisaged and recommended further that administration will be provided by the Director
General, Directors, Deputy Directors, Registrars and - Coordinators. . The organization of
professionals will consist of lecturers, doctors, clinical officers, nurses, various pharmaceutical

staff and support staff : _
6. IMPLEMENTATION PLAN

The design provided and envisagcd 5 years of construction and capacity building, from 2012, 5
years of the grace period and 20 years of the capital repayment period.
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Accordingly, the implementation in the 1* 5 years will involve construction, equipping the
centre with relevant medical and learning technologies, and development of necessary capacity
building that will include collaboration network, human resource development and initial

services.

In conformity with standard procedure for'such projects, the 2™ set of 5 years are provided for
the grace period, unproved delivery of services, enhancement of the operational caoacxty and
consolidation of the various revenue streams. :

It is expected and recommended that after the 10 years period the institution should be in a
position to sustain the delivery of services and at the same time repay the capital investment

obtained from the various sources. Indeed the repayment of the capital investment is expected_

to commence at the begmnmg of the 11 year i.e. 2022/2023.

The summary of the construction period, grace period, and loan repayment period in vears

i
£ Meantenatine Cenne Davin~d T~ D + Dawind
Construction Sirace ICrigd Loan Recayment 2cricd

20122016 © | 2018-2022 2023-2042

20

21

Component 1 2‘3 4[5 617|819 10|11} 1213|1415 |16 17 | 18] 19

1. | Medical Centre -

41/42

Medical Education

Administration

[ |po

Production
Collaboration

5. | /Personnel Dev
Medical
6. | Equipment

1. | Medical Centre : : s

Medical Education

2
3. | Administration
4

Production
Collaboration -

8. | /Personnel Dev
Medical -
6. | Equipment

b

1 7. | Loan Reoayment

Construction will be the major component to be ‘addressed and ‘will be divided into four (4)'
blocks to be constructed simultaneously in.order to meet the target of four (4) years and
additional one year for quality assurance and control. .

It was envisaged further that the capacity bu11dmg will be commenced in small scale even prior

to the construction and, sustained at expanded rate throughout the construction perlod in ways
that facxhtate commencement of full operatlons in January 2017.

: AccordmOIy, it is expected that the grace period between 2017 and 2021 wxll witness ful]-
-operation of the vanous components of the Karen Medical Centre and Institute.

7. SOCLAL ECONOMIC BENEFITS

It will be recall that the core benefits will include established Medical Centre and Institute that
will support spe01ahzed medical services, medical and pharmaceutical production, and medical
education for various the cadres of manpower in the health/medical sectors.

Over and above the core benefits, the institution will constitute a modern medical facility,
infrastructure and a developed property estimated at over US$ 300 million at completion of the
project. It is also estimated that at the end of the twenty (20 years) period, the property value
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will be in excess of US $ 700 million and expecied to have incremental vaiue over the next 100
years of predicted economic lifespan.

In addition, it will have other secondary benefits that will include expanded employment
opportunities, technology transfer, a wide range of backward and forward linkages and
additional ancillary facilities .

8. THE OVERALL PROJECT COSTS AND CAPITAL INVESTMENT

The reviews carried-out indicate that total project estimates is US$ 267 million; covering all the
components that include the cost of land and maintenance, consultancies, project management,
construction, equipment, furniture, furnishings, and the cost of finances '

9. THE OVERALL PROJECT RETURNS AND VIABILITY

It was recommended that the Centre will operate based on quality and competitive services at
economic rate. ' ‘ : ‘

It was also recommended that capacity building measures be carried-out alongside the
construction in order to bring the project to substantial operational levels at the completion
of the construction. Accordingly, it is expected that the facility will operate at an average
capacity of seventy (70%) per annum at the commencement of the operations. '

Based on the various services to be provided at the completion of the construction and related
assumptions, the projected annual income in the first year of operation will be US $ 39 million

- before taxation and after addressing all annual outgoings and operational costs.

Based on various reviews, available data and projections, the annual outgoings and operational
costs will be approximately 75% of the gross revenues. The initial returns will be expected by

the 7th year of the project implementation.

10. PROJECT FUNDING MODEL

"Based on various reviews and projects, it is recommended that eight percent (80%) of the

project costs be secured through external borrowing at the interest rate' 5% per annum. The
balance of twenty percent (20%) should be sourced locally at prevailing commercial lending
rates. ' ' ' ' ' ' '

- Indeed, because part of the local ‘component has been carried-out améﬁnting to over USS

17,931,981.49 (KES 1,380,762,574.96) or about 07% of the estimated project costs, it will even
be more prudent to consider 70% external borrowing and 30% local mobilization of resources.

Accordingly, the external borrowing will need to be directed primzirily to construction,
expansion, supply of medical equipment, development of staff and service delivery (capacity
building). - ' : :

11. THE CO_NSTRUCT-I'ON AND GRACE PERIOD

It was recommended that the grace period for the project will be five (5) years after the
construction and installation of operational equipments in conformity with standard procedure
for such projects. ' ' :

As indicated the 5 years construction period and the 5-years grace period is expected to enable
the facility to consolidate the various revenue streams to achieve viable threshold. The
surpluses that may be realized during the grace period and/or the loan repayment period will be
invested on income earning account in which the proceeds can be used to improve and/or
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expand the facilities and also to cushion the institution against possible financial and economic
downturns

12. THE CAPITAL INVESTMENT AND LOAN REPAYMENT

As indicated in the project plan, the repayment of the capital investment is expected to
commence at the beginning of the 11th year, i.e. 2022/2023 and continue for a period of twenty
(20) years. Projections carried-out indicate that the facility will expect and/or realize an income

growth of over 5% per annum over the loan period. .

Loan repayment schedule: Loan Amount Kshs 23,577,748,044.90 (including the costs for land,
construction and finance). Ad’ditional 10-15% contingency will need to be considered to
support particularly the collaboration network/infrastructure. '

13. CASE FLOW, NET PRESENT VALUE AND INTERNAYL RATE OF RETURN

The cash flow and the net present value from the various income streams indicate the break-

even point to be between 18% and 19% of the rate of mterest The Intemal rate return (IRR)
* was determined to be 18.23%.

The average annual rates of return (proﬁtablhty) over the penod of ’rwen‘ry years will .be
24, 21% :

14. VIABILITY AND SUSTAINABILITY

Based on the above observations, it is concluded that the project is viable and sustainable as
designed with recommended implementation framework. :

P <8 RECOMMENDATIONS AND WAY FORWARD

1. Medlcal Centres and Instltutes of Exeellence :

It was noted that various medical centres of excellence have been initiated by various
institutions including the Aga Khan University Hospital and MP- Shah Hospital. It was noted
also that Moi University. and MTRH have made plans to estabhsh centres of excellence in the
* following areas:

Reproductive Health

Oncology

Cancer

‘Pediatrics

.m:".msu'r-

Renal

Accordi‘ngl.y,'it was agreed that these units can be implemented in ta.ﬁdem.with the Karen

Medical Centre and Institute.

In addition, it was agrééd that MTRH, School of Medicine (MU), and NHIF will need to put in
place a collaboration framework that would facilitate phase and/or simultaneous development

of these centres of excellence for the pmposes of expanded access to quahry health and medical

services in the country
2. Karen Medical Centre and Institute

Despite of the initial challenges, it is noted and recommended in principle that Karen Medical
Centre and Institute is based on a timely national need and should be implemented with a view
to establish a facility that specializes on among others pediatrics, reproductive health, cancer,
renal, oncology, cardiac (cardiology), neurology, hematology, dermatology, dental care and
dental surgery, surgery and physiotherapy

-—
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1t should aiso encompass an Institute that will provide a wide range of medical education and
research with priority given to expanded development and production of nurses, clinical
officers and doctors as part of the efforts to address acute and persistent shortage of these
cadres of the medical personnel.

The Institute should also give equal priority and attention to expanded skills and competencies
for the health/medical administration, accounting and financial management with a view to
address a wide range of challenges related to administration and financial management in

medical institutions.

3. Business Model

Whereas it will be part of the national resource in health sector, it is recommended that the
Centre and Institute should operate based on quality and competitive services at economic rate
in order to maintain sustainability and the capability for improvements over the years in all
areas of service delivery. ‘ i

In addition, the Centre and Institute should be structured and maintained in ways that promote
responsiveness to the population dynamics, trends in disease patterns, technology progress,
economic conditions and market forces and maintaining at minimum most of the challenges
that have had negative impact on the quality and competitive services at economic rate in the
existing medical institutions.

4. Collaboration Network

In view of the fact that the Centre and Institute were intended to support over 500 hospitals
accredited to the National Hospital Insurance Fund (NHIF), the need to be a referral facility and
the centre of excellence, it is recommended that the Centre and Institute should maintain strong

and viable local and international collaboration network with strategic partners and industry.

The immediate collaboration should involve School of Medicine (Moi University), Moi
Teaching and Referral Hospital (MTRH), Strathmore University, Kenya Polytechnic University
College and Kenya Medical Training College (KMITC) that have already provided varied
levels of support. - : E T . :

[n view of the above.observation, it-is recommended further that NHIF should put in place a
collaboration framework necessary for competitive and complementary delivery of services.
Such framework will facilitate commencement of ‘the service delivery at the shortest time and
in economic ways. ' ' £ :

It was also noted and agreed that there were areas of irnrhcdiate collaboration between NHIF
Karen Medical Centre and Institute and Moi University/ MTRH, KMTC that include

1. Extended NHIF Membership education : :
2. | Improved skills and Competencies for the various cadres of the Hospital Administration

3. Improved skills and Competencies for the various cadres of -the Hospital Financial Management and
Accounting- including standardization. . .

4. Modernization of the Blood Transformation Unit

5. Modernization of the Laboratories

6. Modernization of Radiology Technologies-
5. . Implementation Plan -

“The five (5) years construction and capacity building period, the 5 years grace period and the
twenty (20) years for the capital repayment period will need to be adopted and maintained
largely because of the need to deliver the envisaged services at the earliest opportunity, the
need for the ensure that the institution will be in a position to sustain the delivery of services
and the repayment of the capital investment at the same time. ‘
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6. Project Returns and Capital Investment

It is recommended that capacity building measures be carried-out alongside the construction in
order to bring the project to substantial operational levels, average of 70%, at the

completion of the construction.

In view of this recommendation, it is projected that the annual income in the first year of
operation will be US $ 39 million before taxation and after discounting all the annual outgoings
and operational costs. :

Based on the updated designs and necessary capacity building, the total project estimates is
US$ 267 million; covering all the components that include the cost of land and maintenance,

consultancies, project management, construction, eéquipment, furniture, furnishings, and the-

cost of finances .
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It is recommended that eight percent (80%) of the project costs be secured through external
borrowing at the interest rate 5% per annum  and the balance. of twenty percent (20%) be
sourced locally at prevailing commercial lending rates. Indeed, because part of that has been’
carried-out amounting to over US$ 17,931,981.49 (KES 1,380,762,574.96) or about 07% of the
estimated project costs, it will even be more prudent to consxder 70% external borrowmg and

30% local mobilization of resources.

Accordmgly, the external borrowing will need td ‘be - directed primarily to construction,

" -expansion, supply of medical equlpment development of staff and serv1ce dehvery (¢apacity

bulldmg)

" As indicated, it is recommended further that the 5 years constructlon/capamty building period

and the 5 years grace period be adopted and maintained in order to enable the facility to
_ consohdate the various revenue streams to achieve viable: threshold .

8.- The Capital Investment and Loan Repayment |

Based on the viabilityA analyses, susfainability among other considerations, it is recommended
that the repayment of the capital investment be commenced at the beginning of the 11 year,

i.e. 2022/2023 and continue for a period of twenty (20) years. During this period the growth of .

the income should be maintained at over 5% per annum in order to maintain better levels of
' viability and sustamablhty . :

.9.  Expanded Infrastructure and Facilities

- The updated designs and énvisaged services indicate the need for expanded infrastructure and
facilities. In view of these observations, it is recommended that additional land of equal size
will be acquired to provide residential facilities for the students and the staff,

10. The Project Imp]ementation and Management -

It is recommended that the NHIF and its strafegic partners/collaboration agencies should
establish the Project Implementation Committee to provide and maintain the vision, mobilize
the necessary resources, supervise the implementation and to review progress reports.

It is also recommended that the NHIF establishes a Project Coordination Office to provide
coordination and supervision of the implementation of the projcct.

The Project Coordination office will work closely with the present project manager who will be
responsibility for the various technical aspects of the project implementation and quality
assurance.

11
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The terms of reference for the project consultant will need to be expanded to include designs
particularly for the expanded infrastructure, supervision of the construction and related quality
assurance, transition from construction to operations, capacity building and development of the
network infrastructure.

The Project Coordination office, the project manager and the consultant should have the

responsibility to enforce the vision, set standards and quality assurance mechanisms, targets
and gradual scaling up of the services.
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MAJOR PUBLIC PRIVATE PARTNERSHIP RISKS

COMPONENT

NHIF

PRIVATE SECTOR
PARTNER

1. Design risk
The Private party shall be
responsible for designing the goods
or services to meet a specified level.
Contractually, this typically means
that the private party accepts the
design risk and must pay all
redesign costs if the facility which
does not meet the required
performance standards

The Private party shall be
responsible for designing the
goods or services to meet a
specified level. Contractually, this
typically means that the private
party accepts the design risk and
must pay all redesign costs if the
facility which does not meet the
required performance standards.

2. Construction risk

Tha ertarnda ot ok
4iaC privale paily sua

to construct a facility according to
[performance specifications and a
time schedule. In the contract, this is
often dealt'with by letting the
private party bear all costs of
‘ “x}leeting specifications and schedule
" requirements.

The private party shall be
required to congtruct a facility

o tn Inarformancse
g e BAS) <

accordin {performanc

specifications and a time
schedule. In the contract, this is

‘often dealt with by letting the

private party bear all costs of
meeting specifications and
schedule requirements. . .

3. Siterisk

The risk relates to underlying site
conditions and soil contamination
‘and results in clean up costs,
addition construction costs or

“frustration of contract. The risk is
borne byfhe procurement entity if it
has provided the site or by the
private party where such party has
been responsible for obtaining the
site.

The risk relates to underlying site
conditions and soil contamination
and results in clean up costs,
addition construction costs or
frustration of contract. The risk is
borne by the procurement entity. if
it has provided the site or by the
private party where such party has
been responsible for obtaining the
site.

4. . Operating risk

Theprivate party is allowed full
control over operating costs,
including staffing numbers and

* levels. Contractually, the private
party shall be made responsible for
all operating costs and shall be
expected to absorb all increase
except where such increased costs
arise from discriminatory change in
Jaw or increase in tariffs and related
taxes in regulated industries. The
service provider shall bear all costs
of meeting specifications and
schedule requirement

The private party is allowed fﬁll

control over operating costs,
including staffing numbers and
levels. Contractually, the private .
party shall be made responsible
for all operating costs and shall be
expected to absorb all increase
except where such increased costs-
arise from discriminatory change
in law or increase in tariffs and
related taxes in regulated
industries. The service provider
shall bear all costs of meeting
specifications and schedule
requirements.

5. Demand risk
The private party’s revenues depend
on the willingness and ability of
users to purchase its services or
goods. Contractually, the private
party shall be expected to identify
and satisfy the demand for the
services or goods. In situations

The private party’s revenues
depend on the willingness and
ability of users to purchase its
services or goods. Contractually,
the private party shall be expected
to identify and satisfy the demand
for the services or goods. In
situations where the PPP does not
sell directly to end users, the
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where the PPP does not seil directly | demand risk shail vest in the

‘ at to end users, the demand risk shall | procuring entity.
T vest in the procuring entity. _
= 6. Tariffs risk In regulated industries, payments

for the goods or tariffs for the
service are often set by the
Government or the sector
regulator. Contractually, the
: .| private party shall accept that
P Contractually, the private party shall | tariffs may not be adjusted
accept that tariffs may not be automatically and hence need to
adjusted automatically and hence agree on measures to deal with
need to agree on measures to deal. situations such as tax increases
with situations such as tax increases | that may affect the project’s
that may affect the project’s financial y1ab111ty adversely.
financial viability adversely

In regulated industries, payments
*| for the goods or tariffs for the
service are often set by the
Government or the sector regulator.

_In some public private
partnership’s, the private party
some public private partnership’s,
the private par collects tariff

j . revenues without any collection

) _ private par collects tariff revenues rate guarantee from the

without any collection rate Government, while in others, the

. guarantee from the Government, | private party sells to the procuring

| - while in others, the private party entity. In the first scenario,

& = sells to the procuring entity. In the contractually, the private party

first scenario, contractually, the shall bear all the goods risks for

g . - | collecting reveriues from users of
p.rlvate party sh:'all bear all the goods the goods-or services, while the
risks for collecting revenues from | jiection risk in the other.

users of the goods or services, while | scenario shall rest with the

the collection risk in the other procuring off taker.

scenario shall rest with the ' )
" procuring off taker.

7. Collection risk -

In some public private
! partnership’s, the private party some
public private partnership’s, the

The private party shall solely be.
responsible fof paying its debt

“and the Government shall make
1 no debtinvestment. The private
party shall be responsible for its
debt and debt service. |

8. Creditrisk ;

" The private party shall solely be
respansible for paying its debt and
the Government shall make no debt
investment. The private party shall

S ~ be responsible for its debt and debt
' service. »

Force Majeure refers to events or
circumstances that affects either
party to the public private
- partnership and are not within the
. o reasonable control (direct or
(-1} partnership and are not within the . indirectly) of the party affected,
reasonable control (direct or and which canriot be prevented ,
indirectly) of the party affected, and | ayoidc_d or removed by such party
which cannot be prevented , avoided | acting in accordance with prudent
‘ operating practice such as acts of
“war, acts of God, epidemics,
 explosions, national wide labor
disputes like strikes or lockouts

9. Force Majeure risk
Force Maj'eure refers to events or
circumstances that affects either
party to the public private

or removed by such party acting in
) accordance with prudent operating .
N . practice such as acts of war, acts of

R God, epidemics, explosions,

national wide labor disputes like

strikes or lockouts and change in.
Generally, if a party is prevented
from or delayed in performing an
obligation by reason of force

and change in. Generally, ifa
party is prevented from or
delayed in performing an
obligation by reason of force
majeure the affected party shall
be relieved from the
consequences of its failure to

14




majeure the affected party shall be
relieved from the consequences of
its failure to perform that obligation;
and shall be allowed time extension.

perform that obligatioﬁ; and shall
be allowed time extension.

10.

Political Risk including
discriminatory change in law
Political risks include events or
circumstances arising from an
action or inaction of the government
or any Governmental authority
exercising authority over a party
which adversely affect the public
private partnership such as-
blockade, embargo, riots,

fea lazay

discriminatory change in law,
expropriation and non renewal or
revocation of project licenses
without default on the part of the
private party. The political risks '

shall be best placed with the

Government

Political risks include events or
circumstances arising from an
action or inaction of the
government or any Governmental
authority exercising authority
over a party which adversely
affect the public private
partnership such as blockade,
embargo, riots, discriminatory
change in law, expropriation and °
non renewal or revocatlon of

The polmcal risks shall be best
placed with the Government




ThlS information must reach my. offlce this afternoon Frlday,'
2012 for onward transmission to- & abmet Office. -

Yours

F N

! FL
NGARI M. W. (Ms.) CBS
PERMANENT SECRETARY

Encl.
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NATIONAL HOSPITAL INSUNCE FUNC

HEAD OFFICE

NHIF BUILDING, RAGAT! ROAD
P.O. BOX 30443 - 00100,

HF/C/969 VOL.II/ (105) ' NAIROBI
30t April 2012

Ngari M. W. (Ms.) CBS
Permanent Secretary
Ministry of Medical Services
Afya House

P. O. Box 30016-00100
NAIROBI

N EXE 177

Dear M&¢JI

RE: IMPLEMENTATION OF CABINET DECISIONS ON MAY 3, 2909 ON
- NHIF MEDICAL RESOURCE CENTRE, NAIROBI

Reference is made to your letter ref: MEET/3//A/VOL H/17 dated 27th April

E 2012.

ih line with the recommendation of th-e Ministry of Medical Services on. the

. identification of the Proposed Karen Medical Centre of Excellence and Institute as
‘a flagship of Vision 2030, the Board of NHIF has. addressed the subject matter as
.ollows -

THE PROJECT AS A FLAGSHIP FOR VISION 2030

. The Board of NHIF commissioned Consultants to prepare a detailed concept paper

and implications of the proposals outtined by the Government on the Project. -

1.1.1 REPORT

The design composed cf (1-), The Referral Centre (2) The Medical Production -
Centre (3) The Medical Education Centre (Institute), (4) The Administration
Offices and support facilities expected to oceupy approximately 155,000 square
metres.

a) Proposed Resource Medicai Center

In the year 2010/2011, the Medical Centre wa§ adopted in The Kenya Vision 2030
as one of the flagship projects in the health sector with a view to establish a

1
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model centre of excellence and a third referral hospital in Kenya in collaboration
with existing and promising teaching and referral institutions among others.

With these developments, it was proposed that the model medical centre should
be re-designed to specialize on pediatrics, reproductive-health, cancer, renal,
oncology, cardiac (cardiology), neurology, hematology, dermatology, dental care
and dental surgery, specialized surgery and- physiotherapy among others.

It was considered also that the Institute will give priority and even high attention -
to expanded development and production of. nurses, clinical officers and doctors
as part of the efforts to address acute and persistent shortage of these cadres of
the medical personnel. - :

on, it_was congjdered that the Igt]tute will gwe equal priority and

. *;;:z g. &3 —»a i | - —\n v —~ m\ v r- r h r‘ i ._
Il =Y b ,y |. — ._._4 o NAT Ay 1\ \ h ,__,.
- ( r ! G Tne | n/ i llril‘

In_ dd

' adﬂ'nmstrahon -z&count‘mg anﬁfﬁna‘!oal mﬁ?tagement with a view to address a
wide range of challenges related to admmlstraflon and financial management in

- medlcal institutions.

b) The Need and the Rationale

The Proposed Medical Resource Centre had been designed to provide specialized
~ services related to pediatrics, reproductive health, cancer, renal, oncology,
cardiac (Cardlology) neurology, hematology, dermatology, dental care and
dental surgery, surgery. and phys1otherapy, and to expand the productlon -of
tramed personnel in these and related areas.

c) Feasibility Study And Busmess Plan - |

The fea51b1l1ty study addressed an assessment of the demand nature and levels
of medical services to be provided, target segment of the populatlon ‘the scope
and’ the level of infrastructure to be developed, preliminary estimates of- the
capltal 1nvestments and expected revenue '

A survey was carned out with 75 hospltals accred1ted to NHIF The’ hospltals that
were Yisited and/or interviewed included Kenyatta National Hospital (KNH), Moi
Teaching and Referral Hospital (MTRH), Provincial Hospitals, Nairobi Hospital, Aga
Khan University Hospital, Pandya Hospital, Machakos- Dlstnct Hospital, Kilifi
District Hospital and Diani Beach Hospltal among others.

The local 1nst1tutlons that were considered and visited w1th a view . to establish
possible collaboration network included the School of Medicine (Moi University),
Moi Teaching and Referral Hospital (MTRH), Aga Khan University Hospital.
Strathmore University, KEMU and Kenya Medical Training College (KMITC) among
others.

In addition, attention was given to Kenya Polytechnic University College and
Mombasa Polytechnic University College because of various training programmes
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in medical sciences, medical technology and pharmaceutical technology and
management.

d) Business And PPP Model

The feasibility study and the business plan recommended:-

‘e. That the Centre be operated based on quality and competitive services at
“economic rate in order to maintain sustainabitity and the capability for
improvements over the years in all the areas of service delivery. ’

. o That the centre and its operations be structured.in ways that will promote
~ responsiveness to the population dynamics, trends in disease .patterns,
technology progress, economic conditions and market forces and
maintaining at minimum most of the. challenges that: have hall negative
impact on t_he quality and competmve services at economic rate in the
existing medical institutions.

e The adoption of partnership and Public Private Partnership (PPP) business
model as a measure to ensure affordable investments by various parties,

rapid .delivery of services and guarantee for contlnued lmprovement of
service dehvery and infrastructure.

e) SOC-ial Economic Benefits_

" The feasibility study states that.the core benefits will include the establishment

of the Proposed Medical Resource Center that will support specialized medical
services, medical and ‘pharm’aceutical production, and medical. education" for.
various the cadres of manpower in the health/medlcal sectors.

In addition, it will have other secondary beneflts that will ‘include expanded
employment opportunities, technology transfer, a wide range of backward and
forward linkages and additional anc1llary facilities. :

f) The Overall Viability and Financial Returns -

It was expected that the facility wﬂl operate at an average capac1ty of seventy

(70%) perannum at the commencement of the operatlons

Based on the various ‘services to be provided at the completlon of the
construction and related assumptions, the projected annual income in the first =
year of operation was computed at US $ 39 million before taxation and after
addressing all annual outgoings and operational costs.

Post Construction Revenue Projections

2016/2017 2017/2018 2018/2019 2019/2020 2020/2021 2021/2022

opening
balance

(23,577,748,044.9) | (23,577,748,044.9) | (20,401,327,002) | (17,066,084,906) | (13,564,080,706) | (9,886,976,295)




cash in-flows

3,597,244,600.8

16,970,650,481.8

a)Consultations 3,165,964,561.0 3,324,262,789 3,390,748,044.8 3,492,470,486.2
b)Special care )
units 3,422,796,192.0 3,593,936,002 3,665,814,721.6 |  3,775,789,163.3 3,889,062,838.2 | 18,347,398,916.7
c)Wards 1,516,393,198.0 1,592.212,858.' 1,624,057,115.1 1,672,778,828.5 1,722,962,193.4 | 8,128,404,192.8
d)Maternity : . .
wing 746,226,899.0 783,538,244 799,209,008.8 823,185,279.1 847,880,837.5 4,000,040,268.3
e)Renal
= 131,649,453.0 . 138,152,526 141,617,384.2 145,248,3523.7 149 4
32,917,363.0 35,254,495.8 36,312,130.6 37,401,494.6 176,448,715.1

f)Physiotherapy

34,563,231

f

g)Dental/
orthopedics

1,975,141,792.0

2,073,898,882

2,115,376,859.2

-2,178,838,165.0

2,244,203,310.0

10,587,459,007 .3

h)lnvitro -
fertilization .

192,117,952.0

201,723,850

205,758,326.6

211,931,076.4

. 218,289,008.7

1,029,820,213.3

f)Pharmacy Unit

740,955,129.0

. 778,002,885

793,562,943.2

817,369,831.5

841,890,926.4

3,971,781,715.5

j)Medical school |

781,501,635.0

820,576,717 -

836,988,251.1

862,097,898.6

887,960,835.6

4,189,125,337.0

Total cash fin-
flows

12,705,684,174

13,340,968,382.7

13,607,787,750.4

14,016,021,382.9

- 14,436,502,024.4

68,106,963,714.3°

Based on various reviews,

The

initial
implementation.

returns  will

1.1.2THE OVERALL PROJECT COSTS AND CAPITAL INVESTMENT

available’ data and projections, the annual outgoings
and operational.costs was computed at. approximately 75% of the gross revenues.
be expected by the 7th year of the prOJect

" The' feasibility study and the businéss plan indicated ‘that the total project
estimates was USS 267 million; covering all the.components that include the cost "

of land .and maintenance,

consultancies,

.equipment, furniture, furnishings, and the cost of finances

project management, construction,

Capital Investment |

Components

2010/2011

2011/2012

2012/2013

2013/2014

2014/2015

2015/2016

total

Land

1. Purchased

600,000,000.0

600,000,000.0

2. Expansion

694,967,428.0

694,967,428.0

Professional Fee

1. Pre-feasibility
services

s i,

——



"744,350,178.2

744,350,178.2

2. Business Plan

200,000,000.0

200,000,000.0

3. Pre-contract
services

2,185,450,485.8

2,185,450,485.8

4. Post Contact
Services

104,069,070.8

208,138;141.5

208,138,141.5

208,138,141.5

208,138,141.50

936,621,636.8

Construction Cost

5,499,254,675.2

1. Medical 581,341,049.9 1,259,572,274.8 | 1,379,012,598.2 | 1,282,122,423.2 997,206,329.12
Centre ) )

2. Medical 196,433,011.1 425,604,857.5 465,963,305.2 433,224,470.0 336,952,365.54 1,858,178,009.3
Education

3. Administration

225,441,878.3

488,457,403.0

534,775,912.3

497,202,265.9

386,712,873.46

2,132,590,332.9

» 4. Production

< Units

194,013,410.6

© 420,362,389.7

. 460,223,714.6

427,888,146.2 .

. 332,801,891.47

1,835,289,552.6

5. Medical
Equipment

2,837,264,657.4

3,467,767,914.60

6,305,032,572.0 |.

Cost of Finance

36,412,396.8

82,982,400.1

71,324,112.5

83,806,896.5

118,535,176.7

-192,952,191.70

586,013,174.3

Total

23,577,748,044.9

1' 1.3PROJECT FUNDING MODEL

PERIOD

" CONSTRUCTION AND GRACE

The feasibility study andlthe business plan recommended. that seventy percent_
(70%) of the project costs be secured through external borrowmg at the interest

rate 5% per annum and the balance of thirty percent (30%) be sourced. locally at
prevailing commercial lending rates. The reports emphasized that such
arrangement was necessary taking into account the fact that about 7% of the
pI’OJeCt costs had already been raised locally

The external borrowing will be directed primarily to construction, expansion,

supply of medical equipment, development of staff and capacity building for

service delivery.

1.1.4THE CAPITAL INVESTMENT AND LOAN REPAYMENT

The feasibility study and the business plan indicated that the repayment of the
capital investment was expected to commence at the beginning of the 11th year,
i.e. 2022/2023 and continue for a period of twenty (20) years. Projections
carried-out indicate that the facility was expected to realize an income growth of
over 5% per annum over the loan period.




The feasibility study and the business plan outlined the. loan repayment schedule

of the Kshs 23,577,748,044.90 (

finance) as follows: -

including the costs for land, construction and

) Principal loan | Balance. of _ _
Year repayment principal Interest at 5% P.A accumulated Total
over 20 year; with on reducing _ :
5 "~ | amount balance interest Annual
years of grace
period Repavment
201672017 | 0.00 23,577,74.8,044.90 1,178,887,402.24 1,178,887,402.24 | 0.00
.6. 2017/2018 | 0.00 23,577,748,044.90 1,178,8_87,402.24 2,357,'774-,804.48._ 0.00
T 2018/2019 | 0.00 2'3,577,748,01%4‘90 1,178,887,402.24 3,536,662,206.72 | 0.00
. 2019/2020 | 0.00 | 23,577,748,044.90 1,‘178',887,402.24 . | 4,715,549,608.96 0.00 .
. 2020/2021 | 0.00 23,57?,748,044..90 1,178,887,402.24 5,894,437,011.20 .0.00 :
- 2021/2622 1,-178,887,402.24 22,398,860,642.66 | 1,119,943,032.13 5,894,457,011.00 8,193,267,445.37
- j2022/2023 1,178,887,402.24 21,219,973,240.42 1,,v060,"'998,662._‘02' 0.00 2,239,886,064.26 -
= 2023/2024 _1.,'178,887,40A2.24 120,0;11,085,838.1'8 1,002,054,291.91 0.00_ 2,180,9;11,694.15
= 03477075 | 1178887 40234 | 16,862,198,435.94 | 943,109,321.80 0.00 - RV ARCIES AT
= 2024/2026 | 1,178,887,402.24 17,683,-:%11,033.70- 884,165,551.6.9 O;Od 2,063,052,953.93
= 2026/2027 5,178,887,402.24 16,504;423,631'.46‘ 825’,221,181.57 0.00 2,004;108,583.81
e 2027/2028. | 1,178,887,402.24 15,325,536,299.22, . 766,276,811.46 0.00 _1,945,164,213.70
17.‘ 2028/2029 1,178,‘887,-402.24" . 14,146,648,826.98 707,332,441.'}5 0.00 1,8561219,843.59
_18. 202972030 1,178,887,402.24 »12,967,761,‘424.74 6;48,3;88,;)71.2‘1' 0.00 1,827,275,473.48
?9- 2030/20'3% 1,178,887,402.24 11,783,874;022.50 589,443,701.13 0.00 ‘ 1,_768.,331.1(53.37 ‘
= 2031/2032 1,178,887-,402.'24' 10;60?,986,620.26 530,49§,331.01 0.00 '1,7.0‘;;386,;733.25
= 2032/2033 1,1-78,887,402.'24. 9,431,099,218.02 | 471,554,960.90 0.00 .1,6‘50,442,363.1-4
22 2033/2034 1,178,887,402.‘24. 8,252,21'1,815.78 . 412,610,590.79 0.00 ‘1,591,497,993.-03
= 2-034/2035 1,178,887,402.24 7,073,324,413.54 35},666,220.68 ‘ 0.00 1,532,553,622.92
= 2035/2036 | 1,178,887,402.24 5,894,437,011.30 | 294,721,850.57 0.00 1,473,609,252.81
= 2036/2037 | 1,178,887,402.24 4,715,549,609.06 | 235,777,480.45 0.00 1,414,664,882.69
- 2037/2038 | 1,178,887,402.24 "3,536,662,206.82 176,833,:110.34 0.00 1,355,720,512.58
= 203872039 | 1,178,887,402.24 2,357,774,804.58 | 117,888,740.23 d.OO 1,296,776,142.47
= 2039/2040 | 1,178,887,402.24 1,178,887,402.24 | 58,944,370.11 0.00 1,237,831,772.35
29.

N




l 2040/2041 | 1,178,887,402.24 0.00 0.00 0.00 1,178,887,402.24
30.

2041/2042 | 0.00 0.00 0.00 0.00 0.00
31.

Total 23,577,748,044.80 17,093,867,332.58 40,671,615,377.38

<«

1.1.5CASH FLOW;‘ INTERNAL RATE OF RETURN AND VIABILITY.‘

] The feasrblllty study and the business plan indicated the break-even point, from
i the various income streams, will be between 18% and 19% of the rate of interest.
ot The Internal rate return (IRR) was determined to be 18.23% and the average

annual rates of return (profitability) over the period - of twenty years will be
H ' 24.21%. :

3. EXPRESSION OF lNTERESi

The Board of NHIF approved the process the sourcing of Express1on of IntereSL
(EQI) to determme the proposals outlined above

b | 3.1 IDENTIFICATION OF SERVICE PROVIDERS FOR CONSTRUCTION OF
PROPOSED KAREN MEDICAL CENTRE FOR EXCELLENCE AND INSTITUTE

i The' Express1on of Interest for Construction, Development and Flnancmg of Karen
- Medical Centre of Excellence and Institute was advertised on the print Media on
b 2 7t November 2011 (Nation Newspaper) and on 9th November 2011 (Standard
5 | _ Newspaper) :

B ' ' The scope of work for the constructlon and development was as follows

‘..*' N _ o Construction and development for (1) The Referral_ Centre (2) The Medical
: "Production Centre (3) The Medical Education Centre (Institute), and (4)
The support facilities and Administration offices. ‘ :

e Equipping the centre with medical technologies for pediatrics,
reproductive health, cancer, renal, oncology, cardiac (cardiology),
neurology, hematology, dermatology * and specialized surcery among
others.

e It will also include equipping the institute with learmng and teaching
technologres mcludmg e-health and e-learning 1nfrastructure

e Carrying.out capacrty building intended to accelerate delivery of services
prior, during and after the construction of the Karen Medical Centre of
excellence and Institute. It is envisaged that in the first seven(7) years,
the centre will maintain a staff establishment consisting of Director and
Deputy Directors; Registrar & Deputy Registrars; Deans and Associate
Deans; Chief Nurse, Nurse Managers and Nurses; Doctors and Consultants;
Technologists and - Technicians; Chief Librarian and Managers; Chief
Information officers and ICT Managers; Professors and Lecturers; and
Administration support staff (Secretaries)

7




In addition, the staff whose assignments will be periodical will be
maintained on part-time basis and will include some of the Professors,
Lecturers, Doctors, Consultants, Technologies and Technicians.

Availability: of Financing options for the above and advantages. It is
envisaged that the EOI will provide options that will include (1) Build
Operate and Transfer (BOT) 2. Build and Transfer (BT) in conjunction with
pure loan, 3. Build and Transfer (BT) in conjunction with Government
Quarantines and 4. Any other viable financing option.

Responses were opened on 23" November 2011, The following thirteen {13) firms
responded. . o
1. China Gezhouba Group
2. Bam International
3. Shapoorij Pallonji and Company Ltd
4. Phillips Medical Systems e. A Ltd
5. N. K Brothers Limited
6. China Wu- Yi Company Ltd.
7. China Camce Engineering Ltd
Bs Inte_r_hiediate Glbbal Consultants ,

9.

VotAcam'c -Plurhbin‘g Works

10. Pal lnternatidnal

11 .Armstrong and Dtjn'c;an
12.Ceddex & S A IBT Group
-13. Africare Limited

4, APPROVAL OF PROJECT CONCEPT AND FEA’SlBlLlTY STUDY

The Board of NHIF submitted the background Concept Paper and Feasibility Study-
to the Ministry of Finance in compliance with -Legal NOUCE No.38 0f 2009 for
' con51deratlon and approval. ; :

The Project Backcround and the ReporL of the Feas1b1hty Study is attached

Yours

,..«mgj)

/
RICHARD KERICH
CHIEF EXECUTIVE OFFICER

- Encl.

-y



Telegraphlc Address 22921 L oA THETREASURY '
FINANCE-NAIROBL. & 7. -1 P, O.Box 30007-00100-

Urope.and Canada, we'aré suggesting t
é)':*ﬁRe'sf:t;frucft(J,rin'g',.:thﬂ_ size-of {hie project to'be 'on 3(thres) st ach'300"beds: -
“This -would "be within. thé international-size of :current ‘medical facilities, -

b) - If the center will'be a ‘Centre bf'.‘eXCeil_enoé”, it hasto be. high'lighted in
which medical specialty-or whether it will be a general hospital.

c) A revenue creation percentage of the centre (nof based -on economic
charges) should be there (suggested 20% of beds No - say 60 beds for
each stage) to create revenue for settlement of payments of private sector.

d) The private sector would be encouraged to bare the financial risk of the
project through financing the investment cost, but only on turrkey basis for
the Equipment, (including warranties and  years maintenance contract).
Upon decision of NHIF to repiace equipments, facility operator will have
right of first refusal to the lowest bid achieved through public tendering.
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Afya Yetu. B8ima Yelu

'HF/C/969 VOL. 1ll/ (48)

10" June 2013

Mr. James Macharia,
Cabinet Secretary

Ministry of Medical sewlces | ?\w w % % é ‘%

. Afya House
P. O. Box 30016 - 00100
- NAIROBI

Dear q’/"“% '

RE: NHIF BOARD REPORT ON THE PROPOSED KAREN MEDICAL CENTRE OF

EXCELLENCE

The Board of NHIF approved the estabhshment of a Staff Trammg/Recreannal fac1l1ty’

for the Fund. The Karen property is'L.R. No. 24968/2 acquired by the Board in the year

2002.

" The Fund commlssroned consultants in accordance with the Archltects and Quallty

Surveyors to carry out a fea51b1l1ty study and de51gn works on the development of the

: fac1l1ty However the fee notes were not honored as the NHIF Board had not received -

pnor approval for the works from the parent Mmlstry and the Treasury

, ThlS resulted in a dlspute Wthh was taken to arbltratlon Upon consultatlon with the-

Ministry of Medical Services and the Attorney ‘General, the Board and the consultants

recorded a consent order in ‘the High Court and the matter was settled for the-

Architects and Quantity Surveyors. The claims lodged by engmeers were arnved at and
paid after settlement deeds were executed :

The Ministry of Medical Services identified the envisaged Resource Centre as one of
the flagship projects for realization of the Kenya Vision 2030 in the Health Sector. The
communication from the Ministry indicated further that the project would be financed
through a line of credit from Development Bank. of Chma in partnership with

‘ Development Bank of Kenya.

The Mmlstry of Medical Services mstructed the Board of NHlF to be the Lead Aoent of
the PrOJect and facilitate timely implementation.

The Board of NHIF commrss1oned Consultants to prepare a detailed concept paper and

“implications of the proposals outlined by the Government on the project.
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The Consultants presented the Business Plan, the rationale of the Project, Capacity,
Project Design and the Feasibility Study on the Project. The Board of NHIF submitted
the background Concept Paper and Feasibility Study to the National Treasury in
complianceg™ih Legal Notice No.38 Of 2009 for consideration and approval The

matter is ;;engggg wi tae National Treasury.

*‘v#
The Report is ’f?rese d as a s u&;f the Pro;e@t and the Board’s position on the
matter is as follows: ' '; ~

1. The PPreﬂt Ministry appointed the Board as the lead agent, on the Proposed

£ Evrall
-t =ts] g} Af Fv ancs
Karen Medical Centre of Excellence.

)

2. The Fund was the instructing Client on the commissioning of Consultants as the
Lead Agent on behalf of the Government and there was need to involve the
Ministry of Health.and the National Treasury on'the status of the project .which
was implemented based on the instructions from the Ministry of Health.

3. The Fund had already incurred substantial resources for services rendered by
~ the Consultants following the instructions given by the Parent Ministry to revise
the original project to adopt the Proposed Karen Medical Centre of Excellence.
The Fund was faced with pending bills. and the need to seek directions from the

.. Government- on. the same was paramount to guide the Board on the sard

) obhgatlons

4. The Board resolved that it would not proceed wrth the PrOJect beyond the
Feasibility Study as the finances- were not available for  the same and
appropriate approvals had not been received from the National Treasury.

5.. The funding -of the Project was envisaged to be addressed through. Public

~ Private Partnerships and clarification should be sought from the Government

on the extent the Board had funded the Project and the way forward for all
pending bills and 1mplementatlon of the deve[opment of the Project.

Thrs is submltted as.the status by the Board of NHIF of the Proposed Karen Medical
Centre of Excellence and the Board seeks further advise and necessary dlrectron

ours‘g,
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CHIEF EXECUTIVE OFFICER
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Ref. No

"~ The Chief Executive

Celsd

P.O. Box 40112-00100

AG/CIV/770/07 NAIROBI, KENYA
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18" July 2007
LEGAL
DEPARTMENT
National Hospital Insurance Fund{[< 2.8 i 2007
P.0O. Box 30443-00100 '

NAIROBI
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Re: Opinion on Challenging Arbitration Award on Proposed Resource }/,/,
and Recreation Centre on plot No. L.R 24968/2 in Xaren Nairobi '

. We refer to your létte1"ReﬂHF/LD/74 Vol.II/(69) dated 2_9th May seeking our advice on ° 71‘77{»:9
i "“lhe chances of challenging the arbitral award made-in favour of the consultants on the (/ﬁf e
/

181_h May 2007. © We have_studied the documents forwarded to our office on the above

matter and noted that it is not disputed that the consultants were appointed by the NHIF ,»24/ Hj
‘Board and commissioned: to produce various Drawings and Bills of Quantities for the ‘

proposed resource and recreation centre at Karen, Nairobi. -The letters informing the
consultants of the Board’s decision to commission them stated that their terms of
engagement will be in accordance with the Architects and Quantity Surveyors Act
Chapter 525 of the Laws of Kenya. - ' '

It 1s appafent that the project was not ,approVed by the Treasury as required under the |

. State Comoratio_ns Act. The consultants however proceeded to.render their services and
“produced the required Drawings and Bills of Quantities. The Board failed to pay for the

services resulting in the consultants’ invoking the provision of the Architect and Quantity - .
Surveyors Act ‘Chapter 525 to refer the dispute to arbitration. The Aa'rbitration was heard -
and determined by Mr. Festus Mukunda Litiku who made an award in favour of the

,~consultants on the 18™ May 2007.

You have sought our advice as to whether you may challenge the award on grounds of

the failure to follow the procurement procedures: The conditions of engagement and scale
of professional charges for Architects and Quantity Surveyors are governed by the
Architects and Quantity Surveyors Act Chapter 525. The Act sets out in the Fourth
Schedule the conditions of engagement and the mode of calculation of-fees for Architects
and Quantity Surveyors. The Act provides under Article 7 for arbitration in the event of a-

dispute as to fees payable to these professionals. It is pursuant to the said provision that
the dispute was referred to arbitration. ' -

The Arbitration Act No.4 of 1995 govems the process of arbitration in Kenya. The Act is -
explicit on the instances when a party to arbitration can have recourse to the High Court
to set aside an award S.35 (1) Recourse to the High Covyrt against an arbitral award
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may be made only by an apphcatmn for setting aside any award under subsectlons

(2) and (3).

(2) An arbitral award may be set aside by the High Court only if-

(a) the party making the application furnishes proof-

(1)
| an.

- (iif)

(iv)

W)

thata party to the arbitration a greement was
under some incapacity; or -

the arbitration agreéement is not valid under the
law to which the parties have subjected it or,
failing any indication of that law,_the law of

‘Kenya; or

the party makmg the anphcmon was not owen
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arbitrator or of the arbitral ploceedmgs or was
otherwise unable to present his case; or

. the arbitral award deals with a dispute not

contemplated by or not falling within. the terms

~of the reference to -arbitration or contains

decisions -on matters beyond the scope of the

reference. to" arbitration, provided that if the
decisions  on matters referred to arbitration can’
‘be separated from those not so referred, only.
- that part of the arbitral award which contains - .

decisions on matters not 1efe11ed ‘to arbitration

may be set aide; or -
the composition of the arbitral tribunal or the

arbitral procedure was.not in: -accordance with -
the agreement of the parties, unless that

agreement was in conflict with a provision of this

Act from which the parties cannot derogate; or.

failing such agreement, was not in accordance

" with this Act; or

(b) The High Court finds that-

(v)

 (vii)

An apj Jhcatlon to set aside an award must be made W1thm 3 months of the date of .

receipt of award.

the subJect matter of the dxspute is not capable

of settlement by. arbm ation under the law of
Kenya; or

the award. is conﬂlct with the public’ pohcy of

Ken ya:

The only ground upon which you intend to, chalienge the award being that o fnon
comphance with the procurement procedures ,does not fall within the grounds set out
in S. 35. The Arbitrator had stamtoryjunsdlctlon to hear the dispute. The Arbitral
Trbunal followed the due process of the law. :




“can successfully challenge the award wit]

One of the principle objectives of arbitration is the finality of settlement of disputes
through limiting instances where arbitral awards could be taken to court for
challenge. The Court of Appeal In a recent decision of November 2006 C.A. NO. 57
OF 2006 — Kenya Shel) Ltd —vs- Kobil Petroleum Ltd reaffirmed this objective.
The High Court has also made g imilar o bservation in r efusing to interfere with an
arbitral award see the case of Express Kenva Ltd —vs- Kanyago 2002 LLR 1638.

In the circumstances it is our considered view that this is not a proper case which you

n the purview of the law. We recommend
that you settle the award. o '

-
Al

~————T

' Mut]iom’ Kimani, MBS

Deputy Solicitor General '

For: Attorney General
=21 attorney General
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A Tel: 2718353 /2711873 /2711876
> & BASELINE Fax: 254 - 2 - 2711874

Y < 47 Mucai Drive
ARCHITECTS LTD Off Ngong Road

SR ZESTE: ' ) ) E-mail: bsi@wananchi.com
Architectural Services, Landscape Designers & Interior Designers

Juy122013
THE CHIEF EXECUTIVE,
NATIONAL HOSPITAL INSURANCE FUND,

P. 0. BOX 30443-00100,

NAIROBI. ST
Dear Sirs, e T A B

REF; PROPOSED SPECIALIZED MEDICAL CENTRE OF EXCELLENCE AT KAREN ON PLOT LR.NO.24968/2
FOR NHIF

PROJECT STATUS

We refer to the following;

e Our Fees Invoice No. 4 sent to you vide our letter dated May 27, 2013

e NHIF Board/Management Meetings with Consultants

Fees Payment

We would like to bring to your attention that more than 30 days have elapsed since we submitted our fees invoice

and we are yet to receive any payment or response from your office either seeking clarification or a proposal on
how to settle the Fees.

You are to note that, according to procurement rules, any invoice not settled within 30 days of receipt, starts to
attract interest. Itis our considered opinion that payment of interest accrued due to delay in settling the invoice will
E jeopardize the implementation of the project given the huge amounts involved.

Board/Management Meetings

Your are to recall that we have held several meetings with your Board where we have presented the project and
responded to all issues related to its inception and progress up to the current status as highlighted here under.

The Project was initiated by NHIF in 2001 when we were, together with other consultants, commissioned to offer
Architectural Consultancy Services for the design, documentation and Supervision of the construction of the
proposed Medical Resource Centre at Karen. We duly did all the design and documentation up to tender stage.
However in 2003, there was a disagreement between the consultants and NHIF on how to progress with the
project and the settlement of Fees accrued to that stage.

The dispute was taken to Arbitration and the Arbitrator returned a verdict in our favor. NHIF went to Court seeking
the award to be set aside. In subsequent events, there was an out of court settlement where both parties agreed
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the fees paid as per the negotiations be considered as interim fees on the execution of the project. .

Over time the objective and scope of the project have been revised with clear instructions from the client which
have resulted in the Medical Resource Centre being up-caled to a Specialized Medical Centre of Excellence and &
flagship project in the Health Sector under Vision 2030.We have duly carried out your instructions including the
latest instruction to prepare documents for tender vide your letter dated February 06 2012.

Way Forward

Wa hava taaathar with tha athar firme inunhiad in thie
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instructions given the huge scope of the project.

In view of the above and in the best interest of the project and all stakeholders involved, we are requesting you to
urgently settle the fees or give us a proposal on how you intend to settle the same. We are also requesting you to
give the way forward for the project and the times lines involved to enable us plan ahead.

Thank you.

Yours faithfully,

Ao

Motanya D.O.

Baseline Architects Lid

Cc

Cabinet Secretary-Ministry of Health

Principal Secretary-Ministry of Health

Clerk of National Assembly (Attn: Chair-Health Committee) l/

Project Manager

N
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that the consultants should waive part of the interest accrued since NHIF intended to proceed with the project and-., g '



