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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 Assembll, 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:-

, Investigate, inquire into, and report on all matters relating to the mandate,

management, activities, administration, operations and estimates of the assigned

Minis trie s and departments,'

ii) Study the programme and policy objectives of the Ministries and departments and the

effe c tiv ene s s of the impl e m ent ati on,'

iii) Study and review all legislation referred to it,.

iv) Study, aJsesJ and analyze the relative success of the Ministries and departments as

measured by the results obtained as comparedwith its stated objectives,.

, lnvestigate 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

vii) 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:-

1. The Hon. Dr. Rachel Nyamai, M.P.
2. The Hon. Dr. Robert Pukose, MP
3. The Hon. Alfred Agoi, M.P.
4. The Hon. Christopher Nakuleu, M.P.
5. The Hon. David Karithi, M.P.
6. The Hon. Dr. Dahir Duale Mohamed, M.p
7. The Hon. Dr. David Eseli, M.P.
8. The Hon. Dr. Enoch W. Kibunguchy, M.p

Chairperson
Vice Chairperson

I
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9. The Hon. Dr. James I\4urgor, M.P.

10. The Hon. Dr. James Nyikal. M.P.

I l. The Hon. Dr. James O. Gesami, M.P.
12. The Hon. Dr. Naomi Shaban, M.P.
i3. 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 Q.JHIF).

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 in2002 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 recorilnendations 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 its mandate of ensuring Kenyans receive {uality health care. The Committee would also

i
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like to underscore its apprecialion and gratirude to the N4jnjstn, of Heairh Ieadership and the NHIF
Board and managemenl for thejr cooperalion and for avajljng all the needed jnformatjon 10 the

Committee.

I tl:an-l{ all Members of the Commjttee for their patience, sacrifice, hard work and more importantiy,

their objectivity.

Mr. Speaker Sir,

On behalf of the Committee on Health, i1 is my, pleasure to present this Report and recommendations

therein 1o the House for consideration and adoption pursuanl to Stan ding Order 216
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2.0 INTRODUCl'ION
The National Hospital Insurance Fund is a State Corporation established in 1966 as a department

under the It4inistry of Health but currently governed under the NHiF Acr No 9 of I998. The original

Act of Parliament that set up this Fund in 1966 has over the years been revierved 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 monthiy

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. r,

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

l. The proposed Karen Medical Centre of Excellence v/as 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.
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Board Approval and Land Acquisition

2. The Fund's Board. during its Sixth Special Board Meeting held on 16th January,2002 approved

the establishment of the training cum recreational facility for the Fund. Thereafter, on 2Z"d

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 miliion, five hundred sixty nine thousand, seven hundred on-ly (Ksh.100,

569,700.00).

3. In a later meeting held on 27th March 20)2,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. 20912496812 was

acquired from M/S Kaskazi Traders Ltd for the sum of Kshs.93 ,712,6751=.

The Sale Agreement for the purchase of the land was signed on the 28'h March,2OO2 while the

transfer of the Title to the Fund was effected on 20th December, 2OOZ.

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/96016 dated 5'h 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:-

i. Project Architects

ii. Interior Designer

iii. Project Quantity Surveyors

iv. Quantity Surveyors (lnterior (Works)-

Baseline Architects

Two Design Architects

Ujenzi Consultants

Costwise Associates
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v. MechanicaUCivil Engineers

vi. Project Structural Engineers

vii. Project Electrical Engineers

viii. Project Manager

Professional Consul rants

S.R. Manga & Associates

Kaigutha & Partners

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/96116 dated 5th April, 2002.

7. Treasury, vide letter dated 20th Augusl,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 projecr as a Vision 2030 flagship

project geared towards responding to the following needs;

Government initiatives in the health sector as provided in the policy documents for

example the Health Sector Policy Framework,2OOO-2004 and the 2005-2010 Health

Sector Strategic Plans,

Emerging disease and increasing disease burden as established through several

Government studies;

opporrunity 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.
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Components of the Medical Centre of Excellence

10. 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, l0 X-Ray Rooms and 9 ultrasound

rooms. Others include,3 CT Scan Rooms, a26bed ICU, l2 bed HDU,6 bed special care unit, a

dialysis centre, an 815 bed capacity inpatient ward, specialized doctors clinics, fertilify centre and

a recuperation center.

ll. 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.

12. 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 18d 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.

13. 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 24h October,

2009.In its report the task force observed that: '
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i) "The proposed Resource Centre through its ntedical Jacility v,ill ease congestion that is

currently v,itnessed in the two national referral hospitals (Kenyotta National Hospital and

Moi Teaching and Referral Hospital) specifically on ntedical care. The resource centre will

serve Kenya and the wider Eastern Africa region. A collabot'ative 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.

i, The resource centre will also serve as a training centre for Hospital ond Health

Adntinistrators 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 intpacted negatively in the provision of quality health care and the

slryrocketing costs an'tongst health care providers. The NHf F resolved tio champion the setting

up of this Medical Resottrce Centre modeled along the lines of International Medical Centers

in India and other developed Countries"

14. In June 2010, the goverrunent vide letter Ref. OPM.l/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 necessaD/ approvais to facilitate

implementation. The communication indicated funher 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.

15. 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.

16. The Office of the Prime Minister wrote to the Fund vide letter referenced OPM.I/INF/89/165

dated 29th March, 201I on bilateral talks held with China Development Co-operation. The letter

indicated that in a meeting held on 18s 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
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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.

17. The Permanent Secretary,, Office of the Prime Minister vide letter Referenced OPMl/INF /B9l165

dated 28th March. 20ll further corrrmunicated to the NHIF to facilitate discussions with the

Development Bank of Kenya. The Permanent Secretary, Ministry of Medical Services wrote on

7'h April 2011 vide letter Ref. no. MMS/ADMI|/16 VOL.ly (l l8) requesting that the matrer be

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

18. 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

19. On 21't April,2011 vide letter Ref. No. HF/C/969 VOL. Il/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 tlie Project Committee, the Business Plan, the rationale of the Project,

Capacity. Project Design and the Feasibility Study on the Project. This was subsequently

submined to the Ministry of Finance in compliance with Legal Notice No.38 0f 2009 for

consideration and approval vide letter Reference HF lC/969 VOL. II/86 dated 20th January , 2012.

20. The Ministry of Finance through the Director of Public Private Partnership Secretariat responded

vide letler Ref: ZZlMoFl253/016 'K' dated 30th Apr1l 2Ol2 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.

21. Thereafter, the Board met on 27'h Jvne,2013 and took the following position which informed the

brief to the new Cabinet Secretary for Health, Mr.' James Macharia:-
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That the Board had already incuned substantial resources on the Project and the need

to seek directions from the Govemment on the sarne \^/as 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.

llI The funding of the Project was envisaged to be addressed through Public Private

Pannerships 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

developrnent of the Project.

22. ln 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 Repor-t before the House.

3.3 Analysis of Expenditure on the Project

23. The project though still at design stage has consumed a sum of Ksh. 1.568 biltion 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 acfual payments totaling Ksh.l.568 Billion to various service

providers. This amount comprises cost of purchase of land, quantify 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:
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Table 3: Breakdown of Total Actual Pqtments since Inception

Sf,RVICES PAYMENTS (KSH)
Land Purchase 93.7 12,615.00

Legal Fees 56.r 13.60r.55
Professional Fees 29,823,000.00
Feasibility Study 229.125.964.20

Quantity Survey Cost 413,709,920.25
Architechtural Work & Desisgn 47 5,000,314 .15

Electrical Engineering 89,444,064 .30

Civil and Mechanical Engineering 113,205,623.95
NCC & NEMA Approval Fees & Land Rates 8,088,93 5.00

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 orved to consultants

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

24.On 2l't May 2074, the Committee visited the site of the proposed Karen Centre of Excellence

and observed that:

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

encroachment;

ii. The land is not fenced. I

iii. The land is bare with no developmentS.

13
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Fee notes which have been assessed and approved by the

Ministry of Public \\/orks and the project manager for

payment

670 million

Pending fee notes awaiting assessment and approval 240 million

Additional fee notes submitted by the project manager as at

29thMay 2013.

4.75 billion

TOTAL 5.659 BILLION



3.5 Meeting rvith the proposed Karen Centre of Excellence Project Manager

25. The Commjnee on the 276 May,2014. held a brief meeting u,ith 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 is, 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 2J't' and 2Sth April 2012, ref ZZMOF12531016 "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.

lt

iii

iv

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

Restructuring the project for appropriate investment and financing options

Health market survey and socio-economic studies

Capital costs and revenues

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. 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:
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ll

IV

Validate the feasibilit-v-: stud,v. structure of the project u,hile providing the ethical. Iegal

and financial suppofl for the procurement of private partners for the components that will
run the PPP and BOT;

Identify partners and firm up partnership agreements with potentiai joint venture investors

and BOT contractors;

Start infrastructure component of Phase I of the Project:

Conclude negotiations with China Development Bank for a loan to finance part of the

infrastrucfure devel opment;

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

specialty hospitals for effective management of the national referral system

30. On the financing proposal of the project, several components of the project were to be financecl

using different modalities. For example infrastructure development finaneing is tfuough

government budget allocation and a soft Ioan (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 Offlce 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.

31. 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 3ae) of
the National Hospital Insurance Fund Act 9 of 1998.

32. Management and maintenance component of the project is expected to be run tfuough

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.
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33. The Builcl. Operale and Transfer (BOT) Financing Model is recommended to be considered for

provision of the hostels, auditorium equipmeut, car parks etc

34. 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

3.25o 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.

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

1998, the Project Manager referred to the Act which states that; -

34. (l) 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 investntent in a reputable bank, being an investment in which trust funds, or

part tl'tereof, are authorized by law to be invested,'

b. ln the procurement and acqutsition of essential tnedical equipment for provision to

hospitals. on such terms and conditions as the Board may, front time to time,

prescribe,'

Provided fhat the Board ntay advance money to any declared hospital for intprovement of

medicol gnd health care seryices, 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 furnitwe 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
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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

u'ay that NHIF is given a stake in the project rvhich is commensurate to its input in meeting the

initial financial requirements to start off the implementation programme.

4.0 COMMITTEEOBSERVATIONS

37. The Committee observed that:-

1. The proposedNHIF Resource Centre at Karen was commissioned inApril,2002prior 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, 200i.

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 (Pubtic Procurement)

Regulations, 200I requires that:-

i. Procuring entities, and within eoch entiD) the accounting officer and any oficer 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.

ii. 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 sholl be

taken tn a structured manner.

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

committee in the manner set out in the First Schedule.

The Ftrnd, therefore, being a public entity in 2002 when the project was corrunissioned was

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

previously determined prequalified list. !

L7



2. The inception of the project \;as unprocedural as the commissioning of the consultants during

the initial stage of the project rvas r.r,ithout requisite approvals from the Board and the

Ministries of Health and Finance in accordance u,ith Section l l and 12 of the State

Corporations Act. As a resull, 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 l.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, is 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 tnyestment 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 medtcal equipment for provision to

hospitals, on such terms and conditions as the Board may, from time to time,

prescribe; 
l
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The Sub-Clause further gives a rider that provides that "The board ntay advance money to

anv declared hospitalfor intproventent of medical and health care sert,ices, subject to the

Board being satisfied that such hospilal is financially viable and in any underserved area,

as may f ont time to time, be defined by the Minister. "

6. The proposed project has a component of medical equipment and hospital furniture

constituting about 35Yo 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. 'fhe 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 ievel 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;

(i) Through budget allocation u,here the Government is expected to allocate funds for

infrastructure Development at the Centre;

(ii) 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

instirute Iease equipment from the manufactruers and sign maintenance agreements for

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

(iii) 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 (B0T) financing model to provide for hostels,

auditoriums, car-parks and other facilitibs. 
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5.0 RECOMMENDATIONS

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

1. The Karen Centre of Excellence, u,hich u'as identified as a Vision 2030 project, should
proceed expeditiously orving to its strategic intervention and rationale and to avoid
further losses due to delay or termination.

2. The Ministry of Healtb 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.

3. The Ministry of Health to work closely with the Public- Private Partnership (PPP)
Secretariat, Ministry of Finance, in follon,ing through with the financing proposals for
funding to guarantee full operationalization of the project.

4. 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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MINUTES OF THE 45THSITTING OF DEPARTMENTAL COMMITTEE ON HEALTH, HELD

IN COMMITTEE ROOM ON 2no FLOOR, PROTECTION HOUSE, PARLIAMENT
BUILDINGS ON TUESDAY, tTrH IUNE, 2Ot4 AT IO.OOAM.

PRESENT

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

2. The Hon. Dr. Robert Pukose, M.P

3. The Hon Hassan Aden Osman, M.P.

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

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

6. The Hon. Dr. James Gesaml, M.P

7. The Hon. Dr. James Murgor, M.P

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

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

ABSENT WITH APOLOGY:

16. The Hon. Alfred Agoi, M.P

17. The Hon. Christopher Nakuleu, M.P

18. The Hon. David Karithi, M.P

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

20. The Hon. Joseph O. Magwanga, M,P

21. The Hon. Dr. Naomi Shaban, M.P

22.fhe Hon. Fred Outa, M.P

IN ATTENDANCE:

National Assem bly Secreta riat

10. The Hon. Dr. Stephen Wachira, M.P

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

12. The Hon. James Gakuya, M.P

13. The Hon. Zipporah Kering, M.P

14. The Hon. Raphael Otaalo, M.P

15. The Hon. Mwinga Gunga, M.P

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

24.fhe Hon. Paul Koinange, M.P

25. The Hon. Kamande Mwangi, M.P

26. The Hon. Leonard Sang, M.P

27.The Hon. Dr. Patrick Musimba, M.P

28. The Hon. Michael Onyura, M.P

29. The Hon. Mwahima Masoud, M.P

Chairperson

Vice-Chairperson

Susan Maritim
Nebert Ikai

Ronald Walala

Peter Mwaura

First Clerk Assistant

Third Clerk Assistant

Legal Counsel

Legal Counsel

AFIDEP

Jones Abisi

Rose Oronje

Samson Wasao

MIN. NO DCH 199/2OL4: 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 2OOI2OI4: 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 2076, 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 2OL2-ZO3O 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:-

ii

Who funds AFIDEP?

The Committee was informed that AFIDEP is funded by international donors e.g DFID

There is indeed a gap between research findings and poliry 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.

Committee Priorities ;

' Devolution - solutions to challenges facini; Devolution of health senlces in Kenya

. Social Health Insurance

. Other emerging issues in healthcare

l[.
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iv

Evidence-based budget making

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.

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 2Oll2Ot4= 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.

MrN. NO DCH 2O2l2Ot4 CONSIDERATION OF KENYA NATTOANAL AIDS
AUTHORITY BILL, 2Ol4

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

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

CIause 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'. i

iii. In paragraph (b) of sub-clause (2) substitute the words'one person nominated by'

immediately before'the'.
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IV

VI

In paragraph (c) of sub-clause (2) substitute the words 'one person nominated by'

immediately before'the'.

In paragraph (d) of sub-clause (2) substitute the words 'one person nominated by'

immediately before'the'.

In paragraph (e) of sub-clause (2) substitute the words 'three persons nominated by'

im rnediately before'a'

In paragraph (D of sub-clause (2) substitute the words 'one person nominated by'

immediately before'the'

In sub-clause (2), delete paragraph (g) and substitute therefor the following new paragraph

'(g) one person nominated by the Kenya Medical Association'.

In sub-clause of (15) of (11) substitute the words'and persons living with HIV and AIDS'

after the word 'disabilities'.

vii

viii

ix

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

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

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:

Deleting the entire sub-clause (1) and substltuting 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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lt.

President, may by notice in the Gazelte, declare HIV and AIDS as a national disaster among

other disasters.'

That Clause 26(?) be amended by deleting the whole sub-clause and substitutlng 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 77 (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 ffidy,'

Clause 28

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

Act'.

The CommitLee resolved to meet at 4pm same day, to adopt the Report on the Blll.

MIN. NO DCH 2O3l2OL4 ADJOURNMENT

1. Statute Law Miscellaneous Amendment Bill, 2OL4

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)

1. Hon

2. Hon

3. Hon

4. Hon

5. Hon

Dr. Robert Pukose, MP

Hassan Osman, MP

James Gakuya, MP

Dr. David Eseli, MP

Zipporah Jesang, MP
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Study Visit to Cuba & Canada ( TBC but planned for August 2OI4)

1. Hon. Dr. Rachael Nyamai, MP

2. Hon. Dr. David Eseli, MP

3. Hon. Dr. James Murgor, MP

4. Hon. Dr. Enoch Kibunguchy, MP

5. Hon. Mwinga Gunga, MP

6. Hon. Dr. Naomi Shaban, MP

7. Hon. Stephen Mule, MP

B. Hon. James Gakuya, MP

9. Hon. Zipporah Jesang, MP

i0. 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

Commi[tee supports Tobacco Control Law, it is agreeable to undertake the visit for information

purposes only.

MIN. NO DCH 20412074 ADIOURNMENT

There being no other usiness, the meeting was adjourned al 11.30am

srGNED........

HON (DR.) RACHEAL NYAMAI, M.P

(Chairperson)

DATE
ti

i*loe lit+
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MINUTEs oF THE 44THsITTING oF DEPARTMENTAL COMMITTEE ON HEALTH, HELD

IN MEDIA CENTER, MAIN PARLIAMENT ON THURSDAY, 12TH JUNE, 2014 AT

10.ooAM.

PRESENT

1. The Hon. Dr. Robert Pukose, M.P Vice-Chairperson (Chaired Meeting)

2. The
3. The
4. The
5. The
6. The

7. The
8. The
9. The

10. The

1 1. The

Hon Dr. Dahir Mohamed M.P

Hon Hassan Aden Osman, M.P.

Hon. Christopher Nakuleu, M.P

Hon. David Karithi, M,P.

Hon. Dr. David Eseli, M.P

Hon. Dr. Enoch KibunguchY, M.P

Hon. Dr. James Gesami, M.P

Hon. Dr. James Murgor, M.P

Hon. Dr. James Nyikal, M.P

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

12. The Hon. Dr. Stephen Wachira, M'P

13. The Hon. Dr. Susan MusYoka, M.P

14. The Hon. Fred Outa, M.P

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

16. The Hon. Kamande Mwangi, M.P

17. The Hon. Leonard Sang, M.P

18. The Hon. Raphael Otaalo, M.P

19. The Hon. Mwinga Gunga, M.P

20. The Hon. Paul Koinange, M.P

Chairperson

26. The Hon. James Gakuya, M.P

27.fhe Hon. Michael Onyura, M.P

28. The Hon. Mwahima Masoud, M.P

29. The Hon. Zipporah Kering, M.P

CONSIDERATION OF NHIF REPORT WAY

FORWARD FOR K.AREN CENTRE OF EXCELLENCE

ABSENT WITH APOLOGY:

21. The Hon. Dr. Rachel NYamai, M.P

22.The Hon. Alfred Agoi, M.P

23. The Hon. Christopher Nakuleu, M.P

24. The Hon. Dr. Naomi Shaban, M'P

25. The Hon. Dr. Patrick Musimba, 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.

MrN. NO DCH t96l2OL4:

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

amendments :-

i. paragraph 6 to merge with 7 and paragiaph starting witfr "the sale agreentent" to

become 7.



IV

vt.

Paragraph 23 - establish existence of "the Development Bank of Kenya". It was

established that indeed the Development Bank of Kenya does indeed exist.
Paragraph 30 - replace 24ha with 9.25ha.
Paragraph 30: insert " (iii) That the land is not fenced."
Paragraph 34 remove "of" and replace it with "is"

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.

MrN. NO DCH t97l2OL4 PENDING BUSTNESS BEFORE THE COMMITTEE

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

1. Bills

Published Bills

Statute Law Miscellaneous Amendment Bill, 2Ol4 ( 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

ll, Kenya National AIDS Authority Bill, 2014 (Hon. Opiyo) - Awaiting Report
adoption.
Mental Health Bill, 2014 - Hon. Lekuton
Traditional Practitioners Health Bill, 2OL4 - Hon. R. Nyamai
Diabetes Management Bill, 2OL4 - Hon. R. Nyamai

ilt

iv

Pre- Publication Scrutiny

Malaria Prevention Bill, 2014

2. Statements

Statement No.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, 7074 - Request presented by Speaker

on 3'd June, 2014
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The Committee has 60 days to report back to the House

4. Reports

ii.

iii.

iv.

NHIF - Karen & Reform of NHIF
MTRH
Visits to health facilities in Kakamega, Kisumu, Mombasa & Kilifi Counties
67th WHA Report

5. Requests by Stakeholders

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 2074 -Matter to be jolntly handled by
Health Commi[tee and Delegated Legislation Commiltee.

lt. Request by BAT Kenya: Meeting to discuss Tobacco Control Regulations,
2OI4 - lgth June, 2014 ( it was resolved that the rneeting be held in the week of
23'd June, 2OI4).

6. Upcoming Foreign Travel

il.

iii.
iv.

BAT sponsored visit to the Research & Development Center in Southampton, UK in
)u|y,2074.
Study tour to Canada and Cuba, TBC but tentatively August/September, 2014
NEAPACOH, Uganda, B - 12 September,2014
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 tgBl2OL4 ADIOURNMENT

There being no other busin was adjourned at 11.30am

SIG NED.

HON (DR.) ROBERT PUKOSE, M.P

(Vice Chairperson)

DArE...... .r..?. l.o. 0.. i. a*+.,
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MINUTES OF THE 4OTH SITTING OF THE DEPARTMENTAL COMMITTEE ON

HEALTH, HELD ON WEDNESDAY, 28rH MAY, 2014 IN 2ND 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

3. The Hon. Dr, Naomi Shaban, M.P

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

5. The Hon. Dr. James Murgor, M.P

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

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

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

Vice-Chairperson

15. The Hon. Alfred Agoi, M.P

16. The Hon. Christopher Nakuleu, M.P

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

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

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

20. The Hon. Dr. Patrick Musimba, M.P

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

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

IN ATTENDANCE:

National Assembly Secretariat

Susan Maritim

Marale Sande

Nebert Ikai-
Hassan Arale

8. The Hon. Fred Outa , M.P

9. The Hon, James Gakuya, M.P

10. The Hon. Joseph O. Magwanga, M.P

11. The Hon. Kamande Mwangi, M.P

12. The Hon. Leonard Sang, M.P

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

23. The

24.The
25. The

26. The

27.The
28. The

29. The

Hon

Hon

Hon

Hon

Hon

Hon

Hon

Leonard Sang, M.P

Michael Onyura, M.P

Mwahima Masoud, M.P

Mwinga Gunga, M.P

Paul Koinange, M.P

Raphael Milkau Otaalo, M.P

Zipporah Kering, MP

First Clerk Assistant

Senior Research Officer

Third Clerk Assistant

Third Clerk Assistant

MIN. NO DCH L85l2OI4: PRELIMINARIES

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

Wachira, MP.

MIN. NO DCH L86l2OL4: 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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"Karen" should be inserted in the Report Title
There is need for further clariflcation on the figures showing how much was paid was
paid to consultants vis-a-vis the Abirtrator's Award ( pg. 16)

Combine paragraphs 1B and 19.

Delete mention of personalities e.g Richard Kerich in paragraph 26 and -lames
Macharia in paragraph 28.

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.

On Recommendations, it was unanimously resolved that the Ministry of Health

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 I87I 14 ADJOURNMENT

There being no e meeting WAS A r 6.15 P,M

SIGNED

HON (DR.) RACHEL NYAMAI, M.P

(Chairperson)

DAr E... l ]).1.': (.l.a*A t
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MINUTES OF THE 39th SITTING OF THE HEALTH COMMITTEE HELD IN MEMBERS
LOUNGE, MAIN PARLIAMENT BUILDINGS ON TUESDAY, 27TH MAY, 2014 AT
02:3OPM

PRESENT

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

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

3. The Hon. Leonard Sang, M.P

4. The Hon, Fred Outa , M.P

5. The Hon. James Gakuya, M.P

6. The Hon. Joseph Magwanga, M.P

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

Vice-Chairpe rso n

15. The Hon. Alfred Agoi, M.P

16. The Hon. Zlpporah Kering, M.P

17. The Hon. Dr. Patrick Musimba, M.P

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

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

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

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

7. The Hon. David Karithi, M,P

B. The Hon. Dr. James Murgor, M.P

9. The Hon. Dr, Naomi Shaban, M.P

10. The Hon. Dr. Stephen Wachira, M.P

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

12. The Hon. Paul Koinange, M.P

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

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

23. The Hon. Kamande Mwangi, M.P

24.fhe Hon. Leonard Sang, M.P

25. The Hon. Christopher Nakuleu, M.P

26. The Hon. Michael Onyura, M.P

27.The Hon. Mwahima Masoud, M.P

28. The Hon. Mwinga Gunga, M.P

29. The Hon. Raphael Milkau Otaalo, M.P

IN ATTENDANCE:

National Assem bly Secreta riat

Marale Sande - Senior Research Of[icer
Nebert lkai- - Third Clerk Assistant
Hassan Arale - Third Clerk Assistant

NHIF Project Manager

Mr. Nyagah Kithinji

MIN. NO DCH 180/2OL4 PRELIMTNARTES

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.

MrN. NO DCH 181/2OL4 CONFTRMATION OF MINUTES

Confirmation of minutes of the previous meeting was differed to the next sitting

MIN. NO DCH L82l2Ot4 MEETING PROJECT MANAGER: KAREN CENTER OF

EXCELLENCE



The Committee held a brief meetlng with the Project Manager, Mr. Nyagah B. Kithinji, with the
view of seeking clarifications on some of the issues regardlng the Karen Centre of Excellence.
The following is a 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

medlcal 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

dlsease burden in addition to leveraging on the emerglng 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

tourism destination. 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

structura{ 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.
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5. On the feasibility studies, business plan and project concept paper, the Ministry of Finance,

vide communications dated 27tr'and 28th April 2072, ref ZZll4OFl2s3l016 "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:

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.

Restructuring the project for appropriate investment and financing options

Health market survey and socio-economic studies

Capital costs and revenues

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.B4olo and internal rate of return (IRR) of 14.B5o/o.

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 potential joint venture

investors and BOT contractors;

iii. 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

8. On the financing proposal of the project, several components of the project were to be

financed using different modalities. For example 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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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.

9. As regards medical equipment and operationalization of the hospital, it is proposed that this

component be flnanced through a strateglc partnership (PPP) with equipment manufacturers

whereby the Hospital and Tralning 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.

lO.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.

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

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

12.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 (60/o), 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 (3olo). As such, the Manager sought to clarify that the interim

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

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

1998, the Project Manager referred to the Act which states that;

I

4lPage



34. (1) All moneys in the Fund nthich 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 medicat 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 hospitat for improvement of
medical and health care services, subject to the Board being satisfied that such hospitat is

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

the Minister.

(2) All investments made under this section shatt be hetd 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(l) (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 183/2OL4 ANy OTHER BUSTNESS

Report on NHIF' Capacity to roll out Universal Health Care was set to be discussed on
Wednesday afternoon at 2.3Opm

MIN. NO DCH 184/2OL4 ADIOURNMENT

i

There being no other bu

SIGNED.

eeting was adjourned at 5.00 P.M until, 2

i{i:i,!!,tr,ri

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

(Chairperson)

DArE..J. .rt.!.e.{r.i
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MINUTES OF THE 38TH SITTING OF THE HEALTH COMMITTEE HELD IN
MEMBERS LouNGE, MAIN nARLIAMENT AT oN TUESDAY, 27'n MAY, zot4
AT 1O.3OAM.

PRESENT

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

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

3. The Hon. Leonard Sang, M.P

4. The Hon. Fred Outa , M.P

5. The Hon. James Gakuya, M.P

6. The Hon. Joseph Magwanga, M.P

7. The Hon. David Karithi, M,P

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

B. The Hon. Dr. James Murgor, M.P

9. The Hon. Dr, Naomi Shaban, M.P

10.The Hon. Dr. Stephen Wachira, M.P

11.The Hon. lohn Nyaga Muchiri, M.P

12.The Hon. Paul Koinange, M.P

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

Vice-Chairperson

15.The
16.The
17.The
iB.The
19.The

20.The
21.The
22.The

Hon. Alfred Agoi, M.P

Hon. Zipporah Kering, M.P

Hon. Dr. Patrick Musimba, M.P

Hon. Dr. Dahir Mohamed, M.P

Hon. Dr. Enoch Kibunguchy, M.P

Hon. Dr. James Nyikal, M.P

Hon. Dr. James Gesami, M.P

Hon. Dr. Susan Musyoka, M.P

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

23.The
24.The
25.The
26.The

27.The
28.The
29.The

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

IN ATTENDANCE:

National Assembly Secretariat

Marale Sande - Senior Research Officer

Nebert Ikai- - Third Clerk Assistant

Hassan Arale- Third Clerk Assistant Clerk

MrN. NO DCH L75l2OL4 PRELTMINARTES

The Chair called the meeting to order at 10.30 am and commenced with prayers by

Hon. Dr. Racheal Nyamai, MP.

MrN. NO DCH L76l2Ot4 CONFIRMATION OF MINUTES

Confirmation of Minutes was deferred to the next sitting.
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MIN. NO DCH L77 l20t4 CONSIDERATION OF NHIF REPORT: KAREN
CENTER OF EXCELENCE

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

It.

That the Ministry of Health should take over the project including ils assets

and liabilities;

That the Ministry of Health should source for funding for the project to see it
that will see lt implemented to completion;
The secretariat was tasked to put together all the necessary appendices to

support the Report.

ilr

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 L78l2Or4 ANy OTHER BUSTNESS

The Committee resolved to invite the Karen Project Manager to appear before the

Committee, on Tuesday, 27th Vay,2013 at 2.30pm.

The Report on NHIF's preparedness to roll out the Universal Health Care was

scheduled for consideration on Wednesday, 28th May, 2014 at 2.30pm.

MIN. NO DCH 179 AD]OURNMENT

There being no other business, the meeting was adjourned at 1:00 pm meeting until

2.30pm, same day, same venue.

SIGN ED...

HON (DR.) RACHEL NYAMAI, M.P

(Chairperson)

DArE. .. ..1.e[.s0..1.
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MINUTES OF THE 23RD SITTING OF THE HEALTH COMMITTEE HELD IN COMMITTEE

ROOM ON 2ND FLOOR, CONTINENTAL HOUSE, PARLIAMENT BUILDINGS, ON

TUESDAY, 9'n APRIL,2or4 AT 1o.3oAM

PRESENT

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

2. The

3. The

4. The

5. The

6. The

7. The

B. The

9. The

10. The

1 1. The

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Dr. James Nyikal, M.P.

Christopher Nakuleu, M.P.

Dr. David Eseli, M.P.

Alfred Agoi, M.P.

David Karithi, M.P.

Dr. Dahir Mohamed, M.P.

Dr, James Murgor, M.P.

Dr. James O. Gesami, M.P

Dr. Stephen Wachira, M.P

Dr. Susan Musyoka, M.P

12. The Hon. Hassan Aden Osman, M.P.

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

i4. The Hon. Joseph Magwanga, M.P.

15. The Hon. Leonard Sang, M.P.

16. The Hon. Michael Onyura, MP

17. The Hon. Eng. Stephen Mule, M.P.

18. The Hon. Zipporah Jesang, M.P.

19. The Hon. Raphael Milkau Otaalo, M.P

26. The Hon. Kamande Mwangi, M.P

27.fhe Hon. Mwahima Masoud, M.P

28. The Hon. Mwinga Gunga, M.P

29. The Hon. Paul Koinange, MP

ABSENT WITH APOLOGY

20. The Hon. Dr. Robert Pukose, MF

Vice Chairperson
21. The Hon. Dr. Enoch Kibunguchy, M.P

22.The Hon. Dr. Naomi Shaban, M.P.

23. The Hon. Dr. Patrick Muslmba, M.P.

24. The Hon. Fred Outa, M.P.

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

IN ATTENDANCE (National Assembly Secretariat)

Susan Maritim - First Clerk Assistant

MIN. NO. DCH/LOgl2OL4 PRELTMINARTES

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

Musyoka, MP.

MrN.NO.DCHlr0gl2Or4 CONFTRMATTON OF MINUTES

Minutes of the 19th Sitting were conflrmed 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 zoth Sitting were conflrmed as a true record of the proceedings having been

proposed by Hon. Muchiri Nyagah, MP and Hon, Dr.'James Nyikal, MP'

MIN.NO.DCHlt]-}l2O]^4 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 Prlme 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.

ii) Gazettement of Health Management Committees

The Committee considered the Gazette Notice dated 21$ March, 2074, 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.

iii) Inspection Visits to various County Health Facilities
The Committee resolved to conduct inspection vrsits 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, 24th April and 25th April, 2014. Departure date is

23'd April,2Ot4.

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-)-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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MrN. NO. DCH/71712074 ANY OTHER BUSINESS

1. VAT (Amendment) Bill,2014: the Committee was informed that its amendments were
approved by the Budget Commtttee 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:-

1. (Chair or Vice Chair)
2. Hon. Dr. James Nyikal, MP
3. Hon. Dr. Dahir Duale, MP
4. Hon. Raphael Otaalo, MP
5. Hon. Joseph Magwanga, MP
6. Hon. Stephen Muchiri, MP
7. Hon. Michael Onyura, MP

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

MIN. NO. DCH/ t12l 2OL4: ADIOURNMENT

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

SIGNE

HON. DR. RACHEAL NYAMAI, MP

(cHATRPERSON)

DAT

I
.:j

i
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MINUTES OF TIM 17TH SITTING OF THE }IEAITH COMMITTEE HELD IN
COMMITTEE ROOM IN ROOM NO. 7, MAIN PARIIAMENT BUILDINGS, ON

TITESDAY, I lrH MARCH, 2014 AT r0.30AM

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.

4. The Hon. Christopher Nakuleu, M.P.
5. The Hon. Dr. Dahr Mohamed, M.P.
6 The Hon. Dr. David Eseli, M.P.
'1. The Hon. Dr. James Murgor, M.P.

8. The Hon. Dr. James Nyikal, M.P.
9. The Hon. Dr. James O. Gesami, M.P
10. The Hon. Dr. Stephen Wachira, M.P.

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

ABSENT WITH APOLOGY
20. The Hon. Dr. Rachel Nyamai, M.P.

- Chairperson
21. The Hon. Alfred Agoi, M.P.
22. The Hon. Dr. Enoch Kibunguchy, M.P.

23. The Hon. Dr. Naomi Shaban, M.P.
24. The Hon. Dr. Patrick Musimba, M.P.

IN ATTENDANCE
Nati onal Assembly Secretariat

Susan Maritim
Faith Nthenge

12. The Hon

13. The Ilon
14. The Hon
15. The Hon
16. The Hon
17. The Hon
18. The Hon
19. The Hon

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

Fred Outa, M.P.
Hassan Aden Osman, M.P.
James Gakuya, M.P.
John Nyaga Muchiri, M.P.
Michael Onyura, MP
Mwinga Gunga, M.P.
Raphael Milkau Otaalo, M.P
Ztpporah Jesang, M.P.

Joseph O. Magwanga, M.P
Kamande Mwangi, M.P
Leonard Sang, M.P.
Mrvahima Masoud, M.P.
PaulKoinange, MP

First Clerk Assistant

Protocol Officer

Nigerian Delegation on Health & ATM Qsmmittee

1. Hon. Joseph Haruna Kigbu, Chairperson, House Committee on HfV/AIDS, TB &

Malaria & Leader of Delegation

2. Hon. Babatunde Jimoh Adewale - Member, House Committee on HfV/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 Oyeyemi Adeniyi, Head, Legal Services OJACA)
6. Mr. Andrew Aiyewumi Adeoluwa, Officer in Charge of Human fughts (NACA) "\
1. Mr. Victor Olaore Omolere Omosehin, Secretary, Network of People Livrng 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 Wachua, MP.

MIN.NO. DCH/79/2014: NHIF PROPOSED KARTN MEDICAI 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 6h

March, 2074 that a letter is wrinen to NHIF instnrcting the Fund not to make any payments to
consultants pending further direction and consultations from the Comminee. The Comminee
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 affract litigation.

The Committee further directed that failure-to dispatch the lener to NHIF will result in the

Clerk appearing before the Committee on Wednesday,72March,2014 to give reasons for his

decision.

The Commiftee was also concerned that the meeting with NHIF was rescheduled to 18e

March, 2014 at the Chair's request. The issue 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 meetinq

2. Further to the information provided by NHiF on the project, the Comminee directed
that the Fund provides the following supporting documents: -

i. Letter from the Cabinet Secretary, Ministry of I{ealth, instructing the Board to

initiate rapid response to validate pending bills for the consultants and negotiate

settlement;
ii. Board Minutes of 25h January, 2014 and 28s Febru ary, 2074;

iii. Analysis of the fee notes owed to consultants.

MIN.NO. DCH/80/2014: MEETING WITH MGERIAN DELEGATION
The Committee met the Nigerian delegation on Health & ATM Comminees including NACA
officials.

The Committee briefed the delegation on the Committee's mandate and a brief history and

siruation 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 leaming visit in order to

eruich the HIV/AIDS Anti-Discrimination Bi-lI which is in 3'd Reading in the Nigerian Senate

Highlighted issues

1. Need to protect against discrimination of people living with HfV/AIDS
2. fughts 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 fi.nancing of healthcare especially Hry/AIDS programmes in the

wake of dwindling donor support.

6. Nigeria is considering taxation of telecommunication and auline companies to raise

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

MIN.NO. DCH/81/20L4 AI\^Y OTHER BUSINESS

No other business arose.

i:ii
u

MIN.NO. D CH / 82 / Z0r4: ADJOURNMENT

There being no

SIGNED

mESS
I

, the meeting was ad at 12.30pm.

H . DR. RACIIEAI I\ryAMAI, MP
(cTTATRPERSON)

D vl

t
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MINUTES OF THE 33RD SITTING OF THE HEALTH COMMITTEE HELD AT

NEPTUNE BEACH RESORT, MOMBASA ON THURSDAY, 29IH AUGUST,

2013 AT 1O.30 AM.

PRESENT

The Hon. Dr
The Hon. Dr

Rachel Nyamai, M.P. - Chairperson
Robert Pukose, MP - Vice Chairperson

The
The
The
The
The
The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

The
The
The
The
The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon,
Hon.

Dr. David Eseli, M.P.
Hassan Aden Osman, M.P.
James Cakuya, M.P.
Joseph O. Magwanga, M.P.
John Nyaga Muchiri, M.P.
David Karithi, M.P.
Fred Outa, M.P.
Dr. James Murgor,.M.P.
Leonard 5ang, M.P.
Paul Koinange, MP

Alfred Agoi, M.P.
Dr. Susan Musyoka, M.P.
Zipporah Jesang, M.P.
Michael Onyura, M.P.
Kamande Mwangi, M.P
Raphael Milkau Otaalo, M.P
Christopher Nakuleu, M.P.
Mwinga Cunga, M.P.
Dr. Stephen Wachira, M.P.

ABSENT WITH APOLOGY

The Hon. Dr. James Nyikal, M.P.
The Hon. Dr. Enoch W. Kibunguchy, M.P
The Hon. Mwahima Masoud, M.P.

IN ATTENDANCE

NATIONAL ASSEMBLY SECRETARIAT

The Hon. Dr. Naomi Shaban, M.P.
The Hon. Dr. Dahir Duale Mohamed, M.P.
The Hon. Dr. James O. Cesami, M.P.

Joash Kosiba
5ande Marale

Fiscal Analyst
5enior Researcher

MlN.NO. DCH/153/2013: PRELIMINARIES

The meeting was called to order at thirty minutes past ten o'clock.

MlN.NO. DCH/154/2o13: COMMITTEE RESOLUTION AND PRESS RELEASE

The Cornmittee met to revisit the deliberations made during its Retreat with National

Hospital lnsurance 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 5ervants 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 lst 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 l5O Procedures manuals. With the foregoing
the Committee recommends that The Board and Management of the Fund implement
the Recommendations of the Auditor Ceneral 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 Jhe 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

MlN.NO. DCH/l 54/2013: ADJOURNMENT

There being no other business, the meeti ng wat adjourned at 12.00 pm

SIGN ED

HON. DR. RACHEAL NYAMAI, MP

(cHATRPERSON)

ltir
S.!

i:i:j*.,.i:loi.--.DAT E *-7

I

a
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MINUTES OF THE 28TH SITTING OF THE HEALTH COMMITTEE HELD AT
NEPTUNE BEACH RESORT, MOMBASA ON TUESDAY,2TIH AU6U5T,2OI3,
AT, AT 9.OO AM.

PRES ENT

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

The
The
The
The
The
The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Dr. David Eseli, M.P.
Hassan Aden Osman, M.P.
James Cakuya, M.P.
Joseph O. Magwanga, M.P
John Nyaga Muchiri, M.P.
David Karithi, M.P.
Dr. James Nyikal, M.P.
Fred Outa, M.P.
Dr. James Murgor, M.P.
Leonard Sang, M.P.

The
The
The
The
The
The
The
The
The
The

Fiscal Analyst
Senior Researcher
Junior Legislative Fellow

Cabinet Secretary
Principal Secretary

Paul Koinange, MP
Alfred Agoi, M.P.
Dr. Susan Musyoka, M.P.
Zipporah Jesang, M.P.
Michael Onyura, M.P.
Kanrande Mwangi, M.P
Raphael Milkau Otaalo, M.P
Christopher Nakuleu, M.P.
Mwinga Gunga, M.P.
Dr. Stephen Wachira, M.P.

Hon
Hon
Hon
Hon
Hon
Hon
Hon
Hon
Hon
Hon

ABsENT WITH APOLOGY

The Hon. Dr. Enoch W. Kibunguchy, M.P.
The Hon. Dr. Patrick Musimba, M.P.
The Hon. Eng. Stephen Mutinda Mule, M.P
The Hon. Mwahima Masoud, M.P.

IN ATTENDANCE

NATIONAL ASSEMBLY SECRETARIAT

The Hon. Dr. Naomi Shaban, M.P.
The Hon. Dr. Dahir Duale Mohamed, M.P
The Hon. Dr. James O. Cesami, M.P.

Joash Kosiba
Sande Marale
Eutychus Mwiti

MINISTRY OF HEALTH

Dr. James Macharia -

Prof. Fred Segor

NHIF

Dr Joseph Aluoch
Rt. Rev.Michael J.5ande
Mr. Elijah Adul Onyango
Mrs. Gilda Odera
Mr. 5. Ole.Kirgotty

Chairman
Board Member - Representing CHAK
Board Member; Representing KNUF
Board Member = Representing FKE

Chief Executive Officer/Secretary to the board
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Ms. Lucy Rono
Mrs. Millicent W. Mwangi -

Dr. Ceorge Midiwo
Mr. Karingo Wa Njoka
Mr. David Mulli
Mr. Lawrence Ondari -

Mr. Jackson Citimu
Mrs. Jacinta Mwangi
Ms. Nellie Keriri Kinyanjui -

Mr. Chrisostim Wafula
Ms. Ramla Tomno
Ms. Anastacia Nzovo

Corporate 5ecretary
C,eneral Manager HR & Administration
Ceneral Manager Benefits & Quality Assurance
Ceneral Manager ICT
Ceneral Manaler lnternal Audit & Compliance
Ceneral Manager Finance & Control
Ceneral Manager Operations & Marketing
Manager Finance Accounting
Assistant Manager Strategy & Corporate Planning
Senior Officer Cost Management & Accounting
Personal Secretary
Personal Secretary

I

MrN.NO. DCH/ 134 /2013: PRELIMINARIES

The meetinS was called to order at ten minutes past nine o'clock. The meeting started
with a word of prayer by Hon. Dr. 5usan Musyoka, M.P. This was followed by a round
of introductions.

Mr N. NO./DC Hl 13 5 /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.

Civing 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. 5o there is need to
ensure that NHIF is highly efficient by the time they roll out the centres.

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

MlN.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:-

I
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5taff dirtribution vs available re5ources: 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.

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.

MlN.NO. DCH/I 37/2013: ADJOURNMENT

There being no other business, the meeting was adjourned at 13.15 pm. The next

meeting was s eduled for 2.15 pm same day,27'h August,2Ol3 at the same venue

SIGNED

HON. DR. RACH EAL NYAMAI, MP

(c HArRP ERsON)
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MINUTES OF THE 32ND SITTINC, OF THE HEALTH
THURSDAY, 29TH AUGUST, 2013 AT NEPTUNE BEACH
8-O0 AM.

COMMITTEE HELD ON
RESORT, MOMBASA AT

PRESENT

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

- Chairperson
- Vice C ha irperson

The Hon
The Hon
The Hon
The Hon
The Hon
The Hon
The Hon
The Hon
The Hon

Hassan Aden Osman, M.P.
James C,akuya, M.P.
Joseph O. Magwanga, M.P
David Karithi, M.P.
Fred Outa, M.P.
Dr. James Murgor, M.P.
Leonard 5ang, M.P.
Paul Koinange, MP
Dr. Susan Musyoka, M.P.

The Hon. Zipporah Jesang, M.P.
The Hon. Michael Onyura, M.P.
The Hon. Kamande Mwangi, M.P
The Hon. Raphael Milkau Otaalo, M.P.
The Hon. Christopher Nakuleu, M.P.
The Hon. Mwinga Cunga, M.P.
The Hon. Dr. Stephen Wachira, M.P.
The Hon. Dr. Dahir Duale Mohamed, M.P
The Hon. Dr. James O. 6esami. M.P.

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

ABSENT WITH APOLO6Y

The Hon. Dr. Enoch W. Kibunguchy, M.P
The Hon. Mwahima Masoud, M.P.
The Hon. Dr. Naomi Shaban, M.P.
The Hon. John Nyaga Muchiri, M.P.

IN ATTEN DANCE

NATIONAL AsSE BLY SECRETARIAT

{

Joash Kosiba
5ande Marale
Eutychus Mwiti

NHI F

Dr. Joseph Aluoch
Rt. Rev. Michael J.5ande
Mr. Elijah Adul Onyango
Mrs. Gilda Odera
Mr. 5. Ole Kirgotty
Ms. Lucy Rono
Mrs. Millicent W. Mwangi
Dr. George Midiwo
Mr. Karingo Wa Njoka
Mr. David Mulli
Mr. Lawrence Ondari -

Mr. Jackson 6itimu
Mrs. Jacinta Mwangi
Ms. Nellie Keriri Kinyanjui

Fiscal Analyst
5enior 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 5ecretary
- Ceneral Manager HR & Administration
- Ceneral Manager Benefits & Quality Assurance
- Ceneral Manager ICT
- Ceneral Manager lnternal Audit & Compliance
Ceneral Manager Finance. & Control
- 6eneral Manager'Operations & Marketing
Manager Fhance Accounting
- Assistant Manager Strategy & Corporate Planning



Mr. Chrisostim Wafula
Ms. Ramla Tomno
Ms. Anastacia Nzovo -

- 5enior Officer Cost Management & Accounting
- Personal Secretary
Personal 5ecretary

MlN.NO. DCH/I5O/2O13: PRELIMINARIES

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

Michael J. Sande.

MlN.NO. DCH/151/2o13: ACTION PLAN/ WAY FORWARD

The Board was given Tdays to submit the following information:-

I

ii

iii

iv

vi

Detailed report on staff qualifications

Minutes of Board meeting approving the Karen project;

Directors of the company whose land is in dispute

Directors of the consulting Firms

List of the 77 accredited health facilities

Evidence of the Board asking re-inspection of facilities and recommendation of new

facilities

Evidence of the extent of the implementation of the EMU reportVII

It was resolved that NHIF remains the key vehicle for the provision of a Universal Health

lnsurance in Kenya, as such the following measures need to be undertaken to realize this goal:-

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 lnformation Systemt to support the implementation of
the UniverJal 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.

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 ceasei investing
in the project particularly because it contravenes the Fund's core function
which is pyrchase 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
acroJs the country aJ a way of comprehensively creating capacity of health facilities in the
roll out of the Universal Health Care.

The Public lnvestments Committee (PIC). which has the mandate to audit public
corporations to take up lhe matter for further investigations.

vii. 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 5ervants
and Disciplined Forces Medical Scheme io 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 investigations.
The Board and Management of the Fund implement the recommendations of the
KENAO Special Audit report on.the C5DSMS 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 152/2013 ADJOURNMENT

There bei ness, the meeti urned-at'10.0O am

SICN E

HON. DR. RACHEAL NYAMAI. MP
(cHATRPERSON)

DATE L> {"f
a
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MINUTES OF THE 29'TH SITTING OF HEALTH COMMITTEE HELD AT
NEPTUNE BEACH RESORT, MOMBASA ON TUESDAY,2TIh AU6U5T,2013
AT 2.OO PM.

PRESENT

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

The
The
The
The
The
The
The
The
The
The

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Dr. David Eseli, M.P.
Hassan Aden Osman, M.P.
James 6akuya, M.P.
Joseph O. Magwanga, M.P
John Nyaga Muchiri, M.P.
David Karithi, M.P.
Dr. James Nyikal, M.P.
Fred Outa, M.P.
Dr. James Murgor, M.P.
Leonard Sang, M.P.

The Hon. Paul Koinange, MP
The Hon. Alfred Agoi, M.P.
The Hon. Dr. Susan Musyoka, M.P.
The Hon. Zipporah Jesang, M.P.
The Hon. Michael Onyura, M.P.
The Hon. Kamande Mwangi, M.P
The Hon. Raphael Milkau Otaalo, M.P
The Hon. Christopher Nakuleu, M.P.
The Hon. Mwinga Cunga, M.P.
The Hon. Dr. Stephen Wachira, M.P.

The Hon. Dr. Naomi Shaban, M.P.
The Hon. Dr. Dahir Duale Mohamed, M.P
The Hon. Dr. James O. Cesami, M.P.

ABSENT WITH APOLOGY

The Hon. Dr. Enoch W. Kibunguchy, M.P.
The Hon. Dr. Patrick Musimba, M.P.
The Hon. Eng. Stephen Mutinda Mule, M.P.
The Hon. Mwahima Masoud, M.P.

IN ATTENDANCE

NATIONAL ASSEMBLY sECRETARIAT

Joash Kosiba
5ande Marale
Eutychus Mwiti

MINISTRY OF HEALTH

Dr. James Macharia -

Prof. Fred Segor

N HIF

Dr Joseph Aluoch
Rt. Rev. Michael J.5ande
Mr. Elijah Adul Onyango
Mrs. Cilda Odera
Mr. 5. Ole Kirgotty

Fiscal Analyst
5enior Researcher

Junior Legislative Fellow

Cabinet Secretary
Principal 5ecretary

Chairman
Board Member - Representing CHAK
Board Member 7 Representing KNUF
Board Mernber - Representing FKE

Chief Executive Officer/Secretary to the board



Ms. Lucy Rono
Mrs. Millicent W. Mwangi
Dr. Ceorge Midiwo
Mr. Karingo Wa Njoka
Mr. David Mulli
Mr. Lawrence Ondari
Mr. Jackson 6itimu
Mrs. Jacinta Mwangi
Ms. Nellie Keriri Kinyanjui
Mr. Chrisostim Wafula
Ms. Ramla Tomno
Ms. Anastacia Nzovo

The CEO,

Excellence

Corporate 5ecretary
Ceneral Manager HR & Administration
Ceneral Manager Benefits & Quality Assurance

Ceneral Manager ICT
Ceneral Manager lnternal Audit & Compliance
Ceneral Manager Finance & Control
Ceneral Manager Operations & Marketing
Manager Finance Accounting
Assistant Manager Strategy & Corporate Planning
Senior Officer Cost Management & Accounting
Personal 5ecretary
Personal 5ecretary

MlN.NO. DCH/I38/2013: PRELIMINARIES

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

MIN.NO. DCH/'I 38/2013: PRESENTATION ON THE PROPOSED KAREN

MEDICAL CENTRE OF EXCELLENCE

NHIF made a presentation on the Proposed Karen Medical Centre of

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. lt 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 T.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 Heblth 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 lnvestments Committee (PlC) which is charged with auditing state

corporations should take up the matter of Karen project for further investigations.

MlN.NO. DCH/]3 9/2013: ADJOURNMENT

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

was scheduled for 09.00 am the followi'ng day,28'h August,2013 at the same venue.

SI6N E

HON. DR. RACHEAL NYAMAI, MP

(cHAIRPERSON)

DATE
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MINUTES OF THE'I8TH MEETIN F THE HEALTH C MMI
TUESDAY,23RD JULY, 2013 tN COMMlrrrE ROOM ON 2ND FLOOR,
CONTINENTAL HOUSE, PARLIAMENT BUILDIN6S AT 9.OO A.M

PRESENT

l. The Hon. Dr. Rachel Nyamai, M.P
2. The Hon. Dr. Robert Pukose, MP

C ha irperson
Vice Chairperson

Zipporah Jesang, M.P.
Mwinga Gunga, M.P.
Hassan Aden Osman, M.P
Fred Outa, M.P.
Dr. Susan Musyoka, M.P.
Mwahima Masoud, M.P.
Leonard 5ang, M.P.
Alfred Agoi, M.P.
Dr. Dahir Mohamed, M.P.
Dr. Patrick Musimba, M.P,
Kamande Mwangi, M.P.

3. The
4. The
5. The
6. The
7. The
8. The
9. The
,l0. 

l-he
1.l. The
12. The
13. The

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

14. The
15. The
16. The
1 7. The
18. The
r9. The
20.The
21. The
22.The
23.The
24.The

Hon
Hon
Hon
Hon
Hon
Hon
Hon
Hon
Hon
Hon
Hon

Dr. Stephen Wachira, M.P.
James Cakuya, M.P.
Joseph O. Magwanga, M.P
Paul Koinange, MP
Raphael M. Otaalo, M.P.
Dr. James Murgor, M.P.
Dr. James Nyikal, M.P.
Dr. Naomi Shaban, M.P.
John Nyaga Muchiri, M.P.
Christopher Nakuleu, M.P.
Dr. David Eseli, M.P.

ABSENT WITH APOLOGY

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

26.The Hon. Michael Onyura, M.P.

IN ATTENDANCE

NATIONAL ASSEMBLY SECRETARIAT

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

 

5usan Maritim
Eutychus Mwiti

MINISTRY OF HEALTH
James Macharia
Prof. Fred Segor
5.Ole Kirgotty
Ruth Makallah
Lawrence Owdar

NURSES UNION
Jophinus Musundi
Winnie Shena

Joseph K Wadereva
Bernard Okeah
Lydiah Ngari
Eunice Citindi
Thaddeus Morira

First Clerk Assistant
Parliamentary lntern

Cabinet Secretary
Principal Secretary
CEO, NHIF
Manager Legal Affairs, NHIF
CM finance, NHIF

National Chairman, KNUN
l't National Vice Chair, KNUN
National Organizing Secretary, KNUN
Administrator, KNUN
Deputy Chief Trustee ,

Assistant Trustee
Kenya Progressive Nurses Association



MtN. NO. 80/201 3: PRELIMINAR

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.

MlN.NO. 81/2013: MEETING WITH CABINET SECRETARY FOR
HEALTH AND NH IF CEO TO DISCUSS THE
PROPOSED SPECIALIZED MEDICAL CENTRE OF
EXC EL ENCE. 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 20O1, 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.

DUAY FORWARD

i. The committee resolved that the Board ceaJes 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.

MrN.NO.82l20r3
H EALTH

IRRE6U LARITIES IN TH E M IN ISTRY OF

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

the Ministry of Health.

l. lrregular 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 P5 Prof Segor appointed

\
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The Cabinet Secretary concurred that it was irregular for Mr. Bor to sign the letters as

Permanent 5ecretary 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.

MrN.NO.83/2013 MEETING WITH THE NURSES UNION TO
DELIBERATE ON THE IMPENDING NURSES ST RI KE

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 5th July, 2013

and the notice ends on 26th July, 2013. The Union has since met with the P5 Health twice
to address issues raised in the strike notice which are; -

l. Reverse transfer of personnel emoluments for nurses back to the National
Covernment

2. Establishment of Health Service Commission

3. lmplement the revised Scheme of Service of Nurses

4. Complete negotiation of CBA with the KNUN

5. Employ 
.l2, 

000 maternity nurses and 30 nurses per county
6. Abolish all contractual employment of nurses and absorption of all nurses on

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

nurses are involved.

Resol uti on s/V/ ay Forwa rd
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 5ervice commission: on the formation of the H5c, the committee

implored upon the P5 Health to fast-track drafting of the necessary Bill for

formation of HSC

ii. 6ratuity for Nurse5 on contract:The Committee directed the P5 to ensure all

nurses on contract are paid their rightful dues of 31o/o of their basic pay.

Remittance of Union fees to the union: The Committee directed the P5 to

remit union fees to the Union

Training of more nurses: The Committee recommended that KMTC should

train more nurses to meet the demand for trained nurses'

The P5 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. N O 84/2013 ANY OTH E R B USIN E5S

There was no other business

MrN.NO.85/2013 ADJOURN MENT OF THE MEETING

There being no other business. the meeting was adjourned at I2'45 pm

next meeting will be communicated by notice'

src

(cHAIRPERSON)

DATE

The date of the

0 E -,o

\
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Afya Yetu. Bima Yetu.

HF/C/893 'B',l (65) )

15'h May 2014

Justin Bundi, CBS

Cterk of the NationatAssembty
Cterk's Chambers, National Assembty

Partiament Buitdings

P.O. Box 41842-00100
NAIROBI

Dear

R.E MEETING V/!TH DEPARTMENTAL COMMITTEE ON HEALTH

Reference is made to your letter KNA/DCH/CORR/2014 (28) dated 11th March 2014
and the Meeting hetd with the Departmental Committee on Heatth on the 18th March

2o14.

This is to report that the Fund communicated to the Ministry of Land, Housing and

Urban Development (Pubtic Works Directorate - Quantities and Contracts) forwarding
the Consuttants Fee Notes on the Proposed Karen Medicat Centre of Excettence as

fottows:-

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

2. Response from Ministry of Land, Housing and Urban Devetopment Ref :

Wgl}gl dated 2^d April 2014

3. NHIF Letter Ref : HF/C1969 VOL. lll/ (88) dated 1Oth April 2O14

4. NHIF Letter Ref : HFlCl969 VOL. lll/ (89) dated 15th April 2014

The Ministry of Land Housing and Urban Devetopment has not responded on the said

letters. The response wiLt be forwarded to the Departmental Committee on Heatth

upon receipt.

.i
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l
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I

Yours

S. ole KIRGOTTY

CHIEF EXECUTIVE OFFICER

Enct.
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HF /C/e6e/YOLIJT/87

27TH MARCH 2014

Principal Secretary

:.t:_=, lI=r:Z of Land, Housing and Urban Deveiopment,iiii,i NAIROBI

Dear Sir

RE: PROPOSED MEDICAL.CBNTRE
: .:

OF EXCEI,LENCE ON PI.OTL.R..NO.24968 2 : FEES FOR CONSULTANTS

Enclosed herewith is an analysis of Fee Notes for the Karen project The report, highlights 
.sp 

eciEc ateas tt 
^t "lJ d#;;.rrr'*d profes sio*rltopirrioo

I

lv
S. ole KIRGOTTY

' Nationa[ l-btpitat lnsur5nce Fund Headquaters, Rag4ti Road p.o. Box 3a443- 00100 Nairobi, KenyaTet: (020) - 1723255/6,2773246, zl'tqlqztgq Fax:271i806 E-mait:info@nhif.or.ke website: www.nhif.or.ke



MINISTRY OF LAND, HOUSING AND URBAN
DEVELOPMENT
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P.O. Box 307+3 - 00100
Tel +254 (0) 20 272 3707
Fax +254 l0) Z0 272.4504

Email: ipfo@publicworks.go.ke

Ref No: Q29/091 Date: Znd April,20L4

Mr. S. ote Kirgotty,
Chief Executive Officer,-
National Hospital Insur'ance Fund,
P.O. Box 30443 - 00100,
NAIROBI

Dear [*f,^', \ai,,S.S),
RE: FROPOSED MEDICAL CENTRE OF EXCELLENCE ON PLOT

L;R. NO.24968 /2: FEES FOR CONSULTANTS

Refer to your letter Ref. H1/C1969NOL.III/87 dated 27h March, 2014 on the above
subject.

For us to be in a position to give our professional opinion, we need to see:(1) Your brief to the consultants and any other correspendence including
: consultancy agreements between yourselves and the consultants regarding

i: )

(2)

(3)

Frovide us with documents for the wor:ks that the Consultants have already
undertakeri on.the project.

You need to confirm whether land is available since the Project Manager has
pointedoutthatyouhavenolandfortheproject.

Yours

M. A. kiongora, OGW
Ag. WoRKs SEcRETARy/Ces
FoT: PRINCIPAL SECRETARY

:-,
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Af ya Yetu. Bima Yettr.

l OTH APRIL 2014
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HF /C1969 /YOL [I/88

Principal Secretary
Ministry of Land, Housing and
i irha.t i-)erreinn..,.., t
:-*-"--<v'iv-vrr:-v::.

!

!l

Dear Sir

RE: PROPOSF,D MEDICAI CENTRE OF EXCET I I]NCE oN PLOT
LR NO.z4968/2

Refer to your letter Ref, e29/Ogt dated 2"d Apil}01,4.

1. Brief to the Consultant's and ot-her coffespond.r,..l(in Costwise CD)
2. Work carried out by the Consultants 

^, 
fol*rrded from the Project Manager

Kfndly evaluate the fee notbs and advise us accordirgly.

Yours faithfrily

KARTNGO WA NJOKA

National Hospital lnsurance Fund Headquaters, Ragati Road P.O. Box 30443 - 00100 Nairobi, Kenya
TeL: (020) - 7723755/6,7773246,2714793/94 Fax:7714806 E-mail:info@nhif.or.ke Website: www.nhif.or.ke
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Af ya Yetu. l-.1 iilla Yetu.

Htr /C/969 /VOLilI/89

t 56Apri1 2014

Pnncipal Secretary
Ministry of Land, Housing and
Urban Developrnent
NAIROBI

R\rE

Dear Srr

-RE: PROPOSED MEDICAI CENTRE OF E)(EILENCE oN PLOT
LR NO.24968/2

Fruther to our letter Ref: Htr /c,/g6g/vo.L [I/8s dated 10e April 201,4
enclosed please find the following.

1 Bills of Quantities in rrvo volumes (1 & Z)
2. Information fiom consultants @roject Manager)- (CD Format)

These documents have been forwarded to you for technical evaluation.

Kindiy advise us accordirgly.

Yours faithfully

l#.*
I

S. ole IfiRGOT'TY
F I

t,lationa( l-iospitat lnsurance Fund Headquaters, Ragati Road P.O. Box 3A44J - C01C0 Nairobi, Kenya

tei.: (D?0) -?773?55/L,2723746,7714793i94Feix:2714806l-rnait:infc@nhif.or.ke h'ebsite:m",vr.nhif.or.ke
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STATUS REPORT ON THE PROPOSED KAREN
MEDICAL CENTRE OF EXCELLENCE

I

A BRIEF ANALYSIS

7TH MARCH 2014



a

1.0 INTRODUCTION

The comprehensive Report on the Proposed Karen Medical Centre of Excettence

was submitted by Letter Ref: HF/c t969lvoL.ilU (54) dated 19th Juty 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 SecretaryMinistry of Heatth vide letter Ref: HF/C/969 VOL. lll/ (4g) dated 1Oth

June 2011.

1. The Parent Ministry appointed the Board as the lead agent on the proposed Karen

Medical Centre of Excettence.

2. The Fund was the instructing Cl.ient on the commissioning of Consuttants as the
Lead Agent on behatf of the Government and there was need to invotve the
Ministry of Heatth and the Nationat Treasury on the status of the project which was

imptemented based on the instructions from the Ministry of Heatth.

3. The Fund had atready incurred substantiat resources for services rendered by the
Consuttants following the instructions given by the Parent Ministry to revise the
originaI project to adopt the Proposed Karen Medicat Centre of Excettence. The

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

obl.igations

4. Th.e Board resotved that it woutd not proceed with the Project beyond the
Feasibitity Study as the finances were not avaitabte for the same and appropriate

approvats had not been received from.the National Treasury

5. The funding of the Project was envisaged to be addressed through publ,ic private

Partnerships and ctarification shoutd be sought from the Government on the
extent the Board had funded the Project and the way forward for att pending bil.ts

and imptementation of the devetopment of the project.

1
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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 vatidate the pending bitts for the Consuttants and

negotiate setttement. This letter was tabted to the Board during its meeting hetd on 25th

January 2014 and the Board tasked the Project Committee to address the matter and

present its Report to the Board.

The Project Committee of the Board convened on the 28th February 7014 and instructed

the fnn..,rltant< t^ sr rnmir the ana!'-rsis cf the Fee Notes fct'further re,riew and subrnissioniii( (iiL qi..qi, jir ur !iiu iUi iui LIiLi iLIii?i qiiL

to the Ministry of Lands, Housing and Urban Devetopment for assessment. The Project

Committee of the Board witt convene to discuss the matter and advise the Board

accordingty

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

consuttation with the retevant Government authorities to ascertain the commitments of

the Board of NHIF on the Proposed Project.

S:ole KIRGOTTY

CHIEF EXECUTIVE OFFICER

2
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MINISTRY OF HEALTH
OFFICE OF THE PRTNCIPAL SECRETARY

-^Telegraphic Address
Telephone: Nairobi 254 -20 -2'711077
Fax: 25.1 -20 - 2719008
Email : os@health.eo.ke

When replying please quote

Ref: MoH/CoMMS I t4 I tlZt

Mr. Justine Bundi
The Clerk to the National Assembly
Parliament Buildings
P.O Box 41842-00100
NAIROBI

AFYA HOUSE
CATHEDRAL ROAD
P.O Box 30016 -00100
NAIRQBI

30.10.2013

CLERK'S OFFIilTJ

a

Dea ucd t^9.

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

Reiference is hereby made to your letter dated 25th 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 66[!net
Secretary's letter dated 3ls 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 .5,659,944,630.24.

3 I oct zor



We trust that the aforegoing brief suffices for your purpose. However, we' remain available for any further engagement in this regard.

Yours (r....

+de
Prof. Fred H.K. Segor
nn!l!F!!ar r FFrrFrFTl h\tl,!f ! r\.l .t 1.at .sFl F( r r lrl{( r- -EErE---, r_ __.-ii- -! r-:g a

Copy to: Cabinet Secretary

a
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MINISTRY OF HEALTH

OFFICE OF THE CABINET SECRETARY
Telegrams : "MINIHEALTH",
Nairobi
Telephone Nairobi 27 17077
Email : ca.bsecretary@h ealth. go.ke
tvhen reptyiag please quote

Ref. No. MOH/ADM /LlLlt6

Mr. Simon ole Kirgotty
Ctrief Executive Officer
National Hospital Insurance Fund
P.O. Box 30443-00100
NAIROBI

Dear 1A'*

AFYA HOUSE
CATHEDRAL ROAD
P O Box 30016
NAIROBI

3lstJuly, 2013

RE: PROPOSED KAREN HOSPTTAL

Following the recent revelation of huge ciaims by the consultants of thecaptioned project and the subsequ.ent dispute by NHIF, I wish to directthat no money shourd u.- puia unur tnorougn investigations arecompleted on how the iiio- ru., *"r" iommitteo and incurred.consequenfly, there shourd be no further.orritrnents on this project.

You are further.requested to provide a stafus repoft on the NHIF carPark, whose cost is said to naie escarated from the contractuar sum ofKshs. 910 miilion to Kshs.:.g bitttn.

I look forward to rec-eiving the said status report within the next sevendays from the date of thislettei.
I

Yours -1"-^ 5=-"-cA-'1-
I

Jarnes W. Macharia
CABINET SECRETARY



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



NHiF
HF /C/e6eNoL.nt/ (s4)

Justin Bundi
Clerk;s Chambers
National .Assembly
Parliament Buildings
P.O.Box 41842-OO1OO

NAIROBI

Dear Sir,

RE: MEETING WITH

19th July zo13

HEALTH COMMITTEE TO D]SCUSS PROPOSED NHtF

' -,1 .r
ri I

SPECIALISED MEDICAL CENTRE OF EXCELI-ENCE. KAREN

Reference is made to your letter KNA/DCH/CORR/. (13) dated i6th July 2013 on
the above subject.

The Fund hereby submits the response to issues raised by the Heatth Committee
and wish to state as fottows:

,ISSUERAISED: .: ,_ : .:,. ..

COMPREHENSIVE BRIEF ON' THE PROPOSED NHIF. SPTcIAI-ISED MEDICAL
CENTRE OF EXCELLENCE, KAREN.

RESPONSE:

1.0 INTRODUCTION

NHIF at inception envisaged to devetop a model staff recreationat/training facitity in
2002.This was redesigned as a model medical centre of excettence in subsequent years.-\
The Medical centre wirs-adopted as one of the ftagship projects in the Vision 2030 by the

Government in the Heatth sector in the year2010/11.

The Medical Centre wi[[ consist of four components namety;

. Referral Centre

. Medical Production Centre

. Medical Education Centre (lnstitute)

National Hospital lnsurance Fund Headquaters, Ragati Road P.O. Box 3044] -00100 Nairobi, Kenya
Tet: (020) - 2723255/6,7723246,7714793/94 Fax:2714806 E-mait:info@nhif.or.ke Website: www.nhif.or.ke



Support facitities and Administration offices

2.O BACKGROUND

The Board during the Sixth Speciat Board Meeting hetd on 16s January 2002 approved the

estabtishment of a Training/Recreationat facitity for the Fund.

During the Twenty-second Ful.t Board Meeting hetd on 27th March 2002 the Board approved

Kshs.95,000,000.00 for purchase of land for the Training/Recreationat facitity and made
___-.:_:-.- !__ tl_L_ 6
;-'r-ov iS ii-iri i.i- iisiis..55, C00, CCC. 00 fof tire i.es,jurce Csn l re.

2.1 PURCHASE OF LAND

The Fund catted for a vatuation of the property on the 22nd January ZOO2-. The Chief

Vatuer, Ministry of Lands and Setttement then valued the property for Kenya ShitLings One

Hundred Mittion Five Hundred Sixty Nine Thousand Seven Hundred Onty

(Ksh.100,569,700.00). The tand L. R.2Og/24968/Zwas acquired from M/S Kaskazi Traders

Ltd for the sum of Kshs.93,712,675/=.

The sate Agreement for the purchase of Land was signed on the 28th March 2002. The

Transfer of the Titte to the Fund was effected on 20th December zooz.

2.7 TREASURY APPROVAL

State Corporations are required to seek approval from the National Treasury on matters
retating to acquisition and disposal of assets. ln comptiance with this requirement the
Fund wrote to the lnvestments Secretary vide tetter Ref. HF/'Cl96Q/6 dated 5th March

ZOOZ (ANNEXE 1) seeking approval for the establ.ishment of the envisaged Resource

Centre. This was modeted on the concept of purchasing land and buil.ding a comptex for
staff training and wetfare.

The lnvestment Secretary responded advising that the. Ministry of Heatth was required to
grant approval ior the project after consurttations with the Treasury. The letter requested

for:

FEASIBILITY STUDY FOR THE PROJECT

THE CORPORATION CASH FLOW PROJECTIONS

2

(1)

(z)



The Report was submitted to the Treasury through the parent Ministry vide tetter Ref.

HF/Cl961/6 dated 5th Aprit 20OZ (ANNEXE 2).The Chief Executive Officer commissioned

the Consuttants in Aprit 2002 without the approvats of the Board and the Ministries of
Heatth and Finance as required. The fottowing Consuttants were commissioned:-

1

2,

3

4.

5.

7.

8.

Project Architects

lnterior Designer

Project Quantity Surveyors

Quantity Surveyors (lnterior (Works) -

Mechanicat/Civit Engineers

Project EtectricaI Engineers

Project Manager

Basetine Architects

Two Design Architects

Ujenzi Consuttants

Costwise Associates

ProfessionaI Consuttants

Kaigutha & Partners

Friscan Construction Management

2.3 COMMISS]ONING LETTERS BY THE CHIEF EXECUTIVE OFFICER ON
THE PROPOSED RESOURCE CENTER (ANNEXE 3)

2.4 TREASURYCOMMUNICATION

After evaluation of the proposed project, the Permanent Secretary Ministry of Heatth vide
letter Ref. Misc. l13tAt VoL. V dated September, 19tn 2002 (ANNEXE 4) forwarded the
response from the Treasury dated 20th Augus t 2OOZ stating that there was no justification

for the Project and therefore did not grant the approval for the Project. This [etter was

received.on 20th September 2002 white the commissioning of the Consuttants was done in
Aprit 2002.

2.5 CONSULTANTS DEMAND FOR FEES

The Consuttants ,rbritt"O the demand for fees on the matter. The Chief Executive
Officer referred the matter to the Board for directions, as he had no authority to pay in
the absence of Boaid Minutes approving the Project. This was discussed during the
Fortieth Fut[ Board Meeting hetd ori 21't June 2006.

The Board observed that the records indicate that.it did not approve the Commissioning of
Consuttants on the Project. lt atso took note of th'b fact that the Board, Ministry of Health,

3



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

atready commissioned the Project by appointing Consuttants to carry out feasibitity and

design works.

2.6 ARBITRATTON BY ARCHITECTS AND QUANTITY SURVEYORS ON THE

PROPOSED RESOURCE CENTER

The Consuttants .then commenced Arbitration prqceedings. against the. Fund for the

under the Arbitration proiess.demand for fees. The Board resotved to defend its position

The Consuttants were commissioned in accordance with the Architects and quaiiiV

Surveyors Act Cap 525 of the Laws of Kenya to carry out a feasibitity study on the

devetoprnent of the facil.ity. The consuttants did the work as commisiio.ned and submitted

their report together with their fee notes for Kshs. 734,524,029.25. The Arbitrator after

reviewing the.matter reduced the ctaim from 734,524,029-25 and awarded the.

Consuttants Kshs 352,1 31 ,345.'1 5.

Fottowing the decision of the Ar:bitrator and ctaimants' fiting of documents to enforce the

Award, to the Funds Lawyers gave their opinion that the Award be chattenged at the High

Court. The Fund disputed the award and proceeded to the high court to seek redress-

2.5 ATTORNEY GENERAL

Managernent sought the Attoiney'Generat's Opinion on the mattbr and the Attorney

Generat advised that the award may not be successfutLy chal,tenged in Court on the basis

that (he procurement procedures weie not fottowedl.

- The matter was discussed during the Speciat Fut[ Board Meeting hel.d on 20u August 2007

but the Board resetved that the matter proceeds in Court with a view.to setting aside the

Arbitration Award.

.However, for purposes of trying an out of Court Setttement, Management was tasked to

rts on the Award based on thepursue without prejudice negotiations with. the Consuttants on the Award b

figure of Ksh.1,250,000,000.00, which was quoted in the Chief Executive Officer's

commissioning tetter to the Project Manager referred above.

4

'Attorney General's Letter attached as Annex 20.



This was discussed during the Forty Third Futt Board Meeting hetd on 26th Septernber 2007

and after detiberating 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 Medica[ Services in June 2008 wrote to the Fund vide tetter Ref. Conf.

Misc/1UAl Yol. Xlll/ (58) dated 11th June 2008 (ANNEXE 5) stating that the Pioject
proposal gave a detaited rationate for buitding the Centre, which is considered sound. The

Minister noted that Treasury, nonethetess, went ahead to refuse to grant permission for

the. Project to go ahead on the ground that there was no adequate justification for the

Project.

The Minister noted that the Chief Executive Officei proceeded to commission work on the

(a) Approval of the Board

(b) Approvat of the Treasury

The Minister stated that the Project had been commissioned and the options open to the

Board was to terminate the Court Proiess and open discussions with the Consuttants. The

designs would then be used to construct as intended to contribute to .the Vision 2030

wilhin the medicat services area.

The Board response to the Minister was vide letter ref: HFlCl944VOL.Y/ (179) (ANNEXE

6) stating that the Couit Case proceeds to its togicat conctusion and that the Board had

put in ptace an lnveitments Policy, which prohibits further inveitments in Rea[ Estate in

favour of increasing rebates, which is its core mandate.

The Minister for Medical Services further wrote on 4th December 2008, [etter ref:

,!l/V\S/ADM/ 1lt6/l (ANNEXE 7) on the fottowing:

. Need to terminate the court processes

. Negotiation with the Service Providers to agree on the reasonabte professionat fees

to be paid in accordance with the work done and estabtished taw;

5



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

During the Futt Board Meeting hetd on 10th December 2008, the Minister's letter was

tabted but the Board reiterated its eartier.position for the matter to proceed to Court..

Upon further consuttation with the parent ministry and the Attorney Generat, the .Board

and the consuttants recorded a consent order in the High Court and the matter was

settl.ed. The consuttants were paid a sum of Kshs 407,107,645.00.

iiaims lo<1se,-l hv enginee;'s tciatins Ksns 331,845,784 were arrived at after setttement\" -=- - - ,

deeds were entered into on 24th June 201'1 . The ctaims were fuily paici.

4.0 MEETTNG WITH THE MINISTRY OF MEDICAL SERVICES

On the 7th January 7009, the Minister convened a meeting at AfVl House which was

attended by the Minister, Assistant Minister, Permanent Secretary and Head of Poticy and

ptanning Division, members of the NHIF Board and the Consuttants. The Minister for

Medicat Services briefed the meeting as fottows:

The Minister stated that he had, made a presentation to the Cabinet Sub'

Committee on the Services Sector, which had approved imptementation of the

project, to be done in cottaboration with devetopment partners who had expressed

support and commitrfient thereto. The Minister noted that he had writLen to NHIF

and given direction but no action had been taken..

H.e noted that the Originat Project woutd be revised as a' Medicat Center which

.shatt be a center of research and devdtopment in heatthcare, and the first of its

kind in thL region. Estabtishmeit of an advanced medicat center was both tirnety

and necessary in order to contribute to fhe devetopment of a seryice economy in

Kenya.

The drawings and other.works done by the Consuttants woutd be used for

imptementation of the project to avoid further expenditure in commissioning new

works.

That a Committee. on the Project to be chaiied by the .Permanent Secretary with

representation frorn NHIF and Government shatl be set up. The proposed Medicat

Center shatl be NHIF/the Ministry's contribution to the ideats of Vision 2030 and

real.ization of Sociat Heal.th lnsurance '

a

a
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5.0 PROPOSED KAREN MEDICAL CENTRE OF EXCELLENCE

5.1 THE PROJECT AS A FLAGSHIP FOR VISION 2O3O

ln May 2008, the Ministry of Medicat Services identified the envisaged Resource Centre as

one of the ftagship projects for the reatization of the Kenya vision 2030 in the Heatth

sector.

A task force was appointed to prepaie a rapid Assessment of the need for. a Medicat

Resource Centre in Kenya situated in the context of Kenyan healthcare referra[ system

capabte of providing a regionat, destination for medical tourism as envisioned in vision
'2030 medium term p[an. The task force cdnctuded its report on'24ih October 2009 by:

giving an impressive diagrammatic representation of ; the appr.opriate referral tinkages of

the Medica[ Resource Centre with the rest of the Kenyan l-{eatthcare2 Systems.

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

project and sought strategic partners with a vieW to estabtishing a framework for funding.

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

the Minister for Medicat services. The Memorandum requested the cabinet to:

1. Approve estabtishment and construction of the'proposed Medicat Resource Centre-

Karen

2. Mandate NHIF to expiore potentiai strategic partners for the devetopment of the
project.

3. Approve estabtishment of Medical. Board of Trustees to manage the Medicat

Resource Centre. .

The cabinet referred the matter to the Cabinet sub-committee on sociat, heatth and

seryices for further detiberations.

The Cabinet sub - committee recommended further appraisat and rationatization of the
project and seek concurrence of the treasury. Subsequentty, the Ministry carried out a
consuttative meeting on 18th August 2009 to address further appraisal. and rationatization

of the project.

7



ln September 2009, a detegation of Ministry of Medical Services staff led by the Minister

for Medical Services, accompanied the NHIF's CEO, a team of medical experts and the

technical consuttants visited New Dethi, lndia to identify best practices in various medical

institutions

During the same period and fottow up to the cabinet detiberations, consuttations were

carried out with var:ious universities with a view to estabtish their capabitity for potential

,r"rt"rrn,r/partnership in the devetopment of the envisaged medical Resource Centre.

ii+i ii+i,rr.r-cii\/ 
^ilraai.ed io be ihe i--losi iici'iiisi;':3 lai-gel)i Decau:s of ti:eil'IeSo'Jace DaSe

.rltUr vl r. J u. i.l, qt/t/gq.

and their desire for expansion in the medicat fietd.

lrr June 2010, the Goveinment through the Office of the Prime Minister vide [etter Ref.

opM.1 /1NF/gg/125 dated th June 2010 (ANNEXE 8) directed the NHIF management of

NHIF to tiaise with DeVetopment Bank of Kenya with a View to preparing the pre-requisite

documentation and project appraisat, and obtaining necessary approvats to facititate

imptementation.

The communication indicated further that the project was identified as a strategic heatth

I a line of credit from the Devetopment Bahk ofsector project to be financed tl.rrougl

C[m-a; in partnership with the Devetopment Bank of Kenya. The matter was presented to

the NHIF Boar.d meeting hetd on 1zth Juty 2010. The Board of NHIF tasked Management to

respond to the Office of the Prime Minister and the Devetopment Bank to seek further

ctarification on the communication.

The Minister for Medical Services further wrote on 15th September 2010 attaching a lett€r

from Synergy lnvestments Ltd and sought advice on the matter from the Board of NHIF.

(ANNEXE e)

This was presented to the Board of NHIF during a meeting hetd on 14th. October 2010

where it was noted that arising from the correspondence with the GovernmenL, interested

parties had given indication of wittinghess to provide funding. Management was tasked to

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

and framework for imptementation. :

8
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The office of the Primb Minister wrote to the Fund vide letter referenced
OPM'1/lNF/891165 dated 29th March 2011 (ANNEXE 10) on bitaterat tatks hetd with China

Devetopment Co-operation. The [etter indicated that in a mgeting hel.d in 18th March 2011

between the Prime Minister and Vice President of the Peopte's Repubtic of China,

Devetopment Bank of China and Devetopment Bank of Kenya, the proposed NHIF

speciatized Medicat Centre was discussed. The Fund was requesterd to work with
Devetopment Bank of China and Devetopment Bank of Kenya to progress lhe
imptementation.through financing by the Devetopment Bank of china.

The Permanent Secretary, Office of the Prime Minister vide tettbr Referenced
OPM1 llNF/89/165 dated 28th March 2011-(ANNEXE 11) further iommunicated to the NHtF

to facititate discussions with the Devetopment Bank of Kenya. The permanent Secretary
Ministry of Medicat Services wrote on 7th Aprit 2011 vide letter Ref, no. tMSIADM/1116
VOL.lll (118) (ANNEXE 12) requesting that the matter be referred to the Board for
approvaI and concurrence.

The Board of NHIF tasked Management to liaise with the Consultants to ascertain the
imptication of the instructions from Government.

5.2 THE PROJECT REPORT

The Chief Executive Officer commissioned Basetine Consuttants to prepare a detaited
concept paper and imptications of the proposats outtined by the Government on the
project. Vide tetter ieferenced HFtC/g69 VOL. ll126 dated 21't Aprit ZO11 (ANNEXE 13).
The Consuttan.t was instructed to tiaise'with att retevant Consuttants and bodies to prepare
a detaiLed business proposat and imptementation documents to:reftect the imptications
envisaged in the instructions from Government.

The Consuttants presented to the Project Committee Business Plan, the rationale of the
Project, Capacity, Project Design and the Feasibitity Study on the project. The Status

Report tabted is summarized betow:

9



a) sed Resource dical Cen

ln the year ZO1O12O1t, tne Medicat Centre was adopted in The Kenya Vision 2030 as one of

the fl.agship projects in the heatth sector with a view to estabtish a model centre of

excettence and a third referrat hospital. in Kenya in cottaboration with existing and

promising teaching and referrat institutions among others'

With these devetopments, it was proposed that the modet medicat centre shoutd be re-

designed to speciatize on pediatrics, reproductive heatth,. cancer, renat, oncotogy, cardiac

r---ii^;^^,,i ^^,,-^i^^r-, irg-rnrir-ir14r-, tl+i'ffi;t.:io,li.;. j;ii4[ i:afe a;-iC Ceniai 5Ui-Igfi',IrLdlUlUr.Ugyl, ilsLr!v\v5,vi i.Lii,aLuiuai, vvi'r!-.YYi-=/, e-'

speciatized surgery and physiotherapy among others'

It waS considered .atso that the lnstitute wittl give priority and even high attention to

expanded devetopment and production of nurses, ctinical officers and doctors as part of

the effor:ts to address acute and persistent shortage of these cadres of the medical

personnet.

ln addition, iI was cbnsideied that the lnstitute witt give equal. priority and attention to

expanded skitts and competencies of the heal.th/medical administratiorl, 6s6eLlntilg and

financiat managqment with a view to address a wide range of chaltengds retated to

administration and financiat management in medical institutions. '

The proposed Medicat Resource Centre had been designed to provide speciatized services

retated to pediatrics, reproductive heatth, cancer, renat, oncotogy, cardiac (cardiotogy);

neurotogy, hematotogy, dermatotogy, dentat care .and dentat sUrgery, -surgery and

physiotherapy; and to expand the production. of trained personnet in these and retated

areas.

c) Feasrbl itv Studv and Business Plan

The feasibitity study addressed an assessment of the demand, nature and tevets of

ntedical services to be provided, target segment of the poputation, the scope and the

LeveL of infrastructure to be devetoped, pretiminary estimates of the capital investmenLs

and expected revenue.

10



A survey was carried-out with 75 hospitats accredited to NHIF. The hospitats that were

visited and/or interviewed included Kenyatta Nationat Hospitat (KNH), Moi Teaching and

Referrat Hospital. (MTRH), Provinciat Hospitats, Nairobi Hospitat, Aga Khan University

Hospitat, Pandya Hospitat, Machakos District Hospitat, Kitifi District Hospitat and Diani

Beach HospitaI among others.

The tocal institutions that were considered and visited with a view to estabtish possibte

cottaboration network inctuded the School of Medicine (Moi University), Moi Teaching and

Referra[ Hospitat (MTRH); Aga Khan University Hospitat, Strathmore University, KEMU and

Kenya Medicat Training Cottege (KMITC) among others.

ln addition, aitention was given to'Kenya Potytechnic Unlversity Cottege and Mombasa

Potytechnic University CoLtege because of various training programrnes in medical

sciences, medical technotogy and pharmaceuticaI technotogy and management.

a) Business and PPP Model

The feasibitity study and the business ptan r.ecommended:-

That the Centre be operated. based on quatity and competitive seryices a[

economic rate in order tq maintain sustainabitity and the capabitity for

improvements over the years in att the areas of seryice detivery.

That the centre and its operations be structured in ways that witt promote

responsiveness to the poputation dynamics, trends in disease patterns, technotogy

Progress, economic conditions and market forces and maintaining at minimum

mopt of the chattenges- that have had negative impact on the .quatity and

competitive seryices at economic rate in the existing medical institutions

The adoption of partnership and Pubtic Private Partnership (PPP) business model as

a measure to ensure affordabte investments by various parties, rapid deLivery of

services and guarantee for cqntinued improvement of service detivery and

infrastructure.

I

a
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b) Social Economic Ben

The feasibil.ity study states that the core benefits wit[ inctude the estabtishment of the

Proposed Medicat Resource Center that wil.t support speciatized medical services; medical

and pharmaceuticat.production and medical education for various the cadres, of manpower

in the heatth/medical sectors.

ln addition, it witt have other secondary benefits that will. inctude exPanded emptoyrnent

opportunities, technotogy transfer, a wide range of backward and forward tinkages and

- -r -i.,A:-.-^t ^-^:ri--., :-^-:i,i;:^-
dui-.i i L : U: ; 4. I /q I lL l'- r C i ;-' I':r:- : r i';- i €.r !

iabili and Fi cial Return

It was expected that the facitiiy witt operate at an average capacity of seventy (7O%) per

annum at the commencement of the operations

Based on the various seryices to be provided at the comptetiorl of the construction and

retated aSsumptions, the projected annual income in the first year of operation was

computed at US S 39 mittion before taxation and after.addressing atl annuat outgoings and

Based on various reviews, avail.abte data and projections, the annuat outgoings artd

operationa[ costs were Computed at approximately 75% of the gross revenues. The initiat

returns witL be gxpected by the 7th year of the project imptementation.

d) The ove rall Proiect costs and caoital investment

Jhe feasibitity study and the business ptan indicated that the totat project estimates was

USS 267 miLtion; covering att the components that inctude the cost of tand and

maintenance, consuttancies, project management, construction, equipmeht, iurniture,

furnishings, and the cost of iinun.",

e) Proiect fundinp rnodel. Construc tion and Grace oeriod

The feasibitity study and the business ptan recommended that seventy percent (70%) ot

the project costs be secured through externat borrowing at the interest rate 5% Per annum

and [he batance of thirty percent (30%) be sourced tocatty at prevaiting commercial

c)

t
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lending rates. The reports emphasized that such arrangement was necessary taking into
account the fact that about 7%of the project costs had atready been raised tocatty.

The external borrowing witt be directed primarity to construction, expansion, suppty of
medicaI equipment, development of staff and capacity buil,ding for service detivery.

f) The Caoital lnvestment and Loan ent

The feasibitity study and the business ptan indicated that the repayment of the capitat
investment was expected to commence at the beginning of the 11th year, i.e.2022/20v3
and continue for a period of twenty (20) years. Projections carriecj-out indicate that the
facitity was expected. to realize an income growth of over 5Yo per annum over the [ban
period.

s) Cash flow. internal rate of return and viabilitv

The feasibitity study and the business plan indicated the break-even point, from the
various income Streams, witt be between 18% and 19% of the rate of interest. The lnternal
rate return (lRR) was determined to be 18.73% and the average annual rates of return
(profitabitity) over the period of twenty years wi[[ be 24.21/,.

The Chief Executive Officer further instructed Basetine Architects Ltd vide letter Ref:
HF/C/g6g VOL. lll (85) dated 6'h February 2012 (ANNEXE 14) to finatise u"d fo;u;;
Tender Documents.and Bitts of euantities.

6.0 EXPRESSION OF INTEREST

. 
The Board of NHIF approved the process the sourcing of Expression of lnterest (EOl) to
determine the propoiats outtined above. ih" R"port was tabted to the Board in the
Meeting hetd on 3'd April z01z as per the record of the said Minutes.

The Expression of lnterest for Construction, Devetopment and Financing of Karen Medicat
Centre of Excettence and institute was advertised on the print Media on 7th November
2011(Nation Newspaper) and on 9th November 2011 (standard Newspaper).

i.:-' I

t

The scope of work for the construction and devetopment was as fottows:
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a Construction and devetopment for (1) The Referral Centre (2) The Medicat

Production Centre (3) The MedicaL Education Centre (lnstitute), and (4) The

support facitities and Administration offices.

Equipping the centre with medicaI technotogies for pediatrics, reproductive

heatth,r cancer, renat, oncotogy, cardiac (cardiotogy), neurotogy, hematotogy,

dermatotogy and speciatized surgery among others.

r!...rri ^r-^ :--r,,;^ ^^t,:^^i^^ 9i.a incliirria rrrilh !ari'n'i:-,o :nri feafhin; iaehnOiCSiSS
lLYYll.(or)UlliuiL]u,CC:9ulPPill5L..vll!J!.!u!g.ll.lJhl....>--,,...

inctuding e-heatth and e-tearning infrastructure.

Cairying out capacity buitding intended to acceterate detivery of services prior,

during and after the construction of the Karen Medicat Centre of excettence and

institute. lt is envisaged that in the first seven(7) years,.the centre witI maintain a

staff estabLishment consisting of Director and Deputy Directors; .Registrar & Deputy

Registrars; Deans and Associate Deans; Chief Nur:se, Nurse Managers and Nurses;

Doctors ahd Consuttarrts; Technotogists and Techrticians; Chief Librarian and

Managers; Chief lnformation officers and ICT Managers; .Professors and Lecturers;

and Administration support staff (Secretaries).

a

a

e

a

'ln addition, the staff whose assignments wil.t be periodical. witI be rhaintained on

part-time basis and witt inctude some of the Professors, Lecturers, Doctors,

Consultants, Technotogies and Technicians.'

Avaitabitity of Financing options for the above and advantages. lt is envisaged that

the EOI wil.t provide options that witt inctude (1) Buitd Operate and Transfer (BOT)

2. Buitd and Transfer (BT) in conjunction with pure toan, 3. Buitd and Transfer (BT)

r Government Quarantines and 4' Any other viabl'e financing

option. :

Responses were opened on 23rd November 2011. The fottowing thirteen (13) firms

responded.
1. China Gezhouba Group

?. Bam lnternational '

a

\

a

a
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3.

4.

5.

6.

7.

8.

9.

10.

11.

12.

13.

ShapoorijPattonji and Company Ltd

Phittips Medical Systems e. A Ltd

N. K Brothers Limited

China Wu- Yi Company Ltd

China CamCe Engineering Ltd

lntermediate Gtobat Consuttants

Votcanic Ptumbing Works

PaI lnternational

Armstrong and Duncan

Ceddex&SAlBTGroup

Africare Limited

,

The Board of NHIF submitted.the background Concept Paper and Feasibitity Study to.the

Mini5try of Finance in comptiance with Legal. Notice No.38 0f ?009 for consideration dnd

approvat vide tetter Reference HFlClg6g VOL. 11186 dated 20th January 2012. (ANNEXE

1s).

lh the interim the Parent Ministry requested for a brief on the Project vide letter Ref:

MEETl3T/A/VOL.lll/17 dated'271h Aprit 2012 (ANNEX 16) to be submitted, to the Catiinet

Office,

The Chief Executive Officer responded vide letter Ref: HF/C/969 VOL. lll (105) dated 30th

'Aprit 2012 (ANNEXE 17) by providing a comprehensive biief on the Project.

The Ministry of Finance responded on the Project vide letter Ref: ZZlMoFlZ53/016'K'

dated 30th Aprit 2012 (ANNEXE 18) and gave advise on the way forward white noting that

the Study'done by the Consuttants woutd suffice as a irre-feasibitity study. The Treasury

advised that a proper feasibitity study should be carried out by lnternational Heatth PPP

Consuttants. This woutd thereafter guide in determining the funding of the Project.

7.O BOARD DECISION ON THE PROJECT

I The Board of NHIF in its Futt Session hetd on 27th June 2013 considered the fottowing:-

15
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The Board had atready incurred substantiat 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.

That the Board shoul.d not pioceed with the Project beyond the Feasibitity

Study as the budgetary attocation of the same had not been provided for

and appropriate approvats had not been received from the NationaI

Treasury.

The funding of the Project was envisaged to be addressed through Prrbi'ic

Private Partnerships and ctarificatiOn shoutd be sought on the extent the

Board had funded the Project and the way forward fqr atL pending biLts and

imptementation of the devetopment of the Project

__^+ 
,

A report on the status of the Project and the pending bitts shoutd be

submitted to the Parent Ministry and Treasury f ot further direction'

ii

IV

8.0 LETTER TO CABINET SECRETARY MINISTRY OF HEALTH

:

The Board of NHIF pres6nted aS a status of the Project and the Board's position to the

le tetter Ref: HF/C/969 VOL. lll/ (48). datid 1Oth.

1. The Parent Ministry appointed the Board as the tead agent on the Proposed Karen

, - Medical. Ceritre of Exqettencez. j ! '

2. The Fund was the instructing Ctient on the commissioning of Consultants as the

Lead Agent on behatf of the Governmen[ and there was need [o invotve the

Ministry of:Heatth and the Nationat Treasury on the status of the pr:oject which was

imptemented based on the instructions from the Ministry of Heatth.

3. The Fund had atready incurred substantial resources for services rendered by the

Consuttants fottowing the instructions given by the Parent Ministry to revise the

' Refer to anneie 12
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original project to adopt the Proposed Karen Medical Centre of Excettence. The

Fund was faced with pending bitts and the need to seek directions from the

Government on the same was paramount to guide the Board on the said

obtigations

4. The Board resotved that it woutd not proceed with the Project beyond the

Feasibitity Study as the finances were not avaitabte for the same and appropriate

approvats had not been. received from the National Treasury.

5. The funding of the Project was envisaged to be addressed through Pubtic Private

Partnerships and ctarification should be sought from the Government on the

extent the Board had funded the Project and the way forward for att pending bitts

and imptementation of the devetopment of the Pioject.

The Board of NHIF is awaiting further direction from the Cabinet Secrbtary.

9.O CONSULTANCY FEES

9.1 PAYMENTS ON THE ORIGINAL SCOPE OF WORKS

A total of Kshs 1.5 bittion was spent on the originat design. This amount comprises.of cost

of purchase of the [and, quantity survey, business ptan and financia[ analysis consuttancy,

[ega[ fees, architecturat design seryices fees and fedsibitity study. These are anatyzed as

betow;

SERVICES COSTS (Kshs)

Land Purthase 93,712,675.00
Legat fees on Aibitration 56,113,501.55
Professionat fees 29,923,000.00
Feasibitity study 229,175,964.20

Quantity Survey costs 413,708,970.25

Architectural vrork & design 457;450,374.15
EtectricaI Engineer.in g 89,444,064.30
Civit & Mechanicat engineering 169,611 ,963.95
Others 153,990.00
TOTALS 1,539,144,453.4O
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9.2 PAYMENTS ON THE REVISED SCOPE OF WORKS

ln summary, the tabte beiow shows the various works done and the respective amount

paid for the services.

9.3 PENDING FEENOTES

project Manager was tasked by the Board of NHIF to prepare a comprehensive brief ori thu

Consuttaints Fees. The pending Consultants Fees witl. be determined upon verification by

the Ministry of PubLic Works.

The Board is consul.tih.e the Ministry of Heal,th for further direction on the way forward on

the Project.'

(The Annexes are ottached)

Yours faithfutty, t

/T\u,
S. ole KIRGOTTY

CHIEF EXECUTIVE OFFICER

SERVICES PAYEE cosTs (Kshs)

Feasibitity study Ujenzi & Basetine Architects 1?3,449,017.85

Quantity Survey costs Ujenzi Consuttants 195,668, 197.55

Architecturat services & design Basetine Architects 167,051,691.60

Financial Anatysis & Business ptan Basetine & Ujenzi Consuttants 105,'676,946.35

Architecture consuttation & retated tasks Basetine & PKF Consutting 21,143,760.00
r ,i-^^-:^^ G. A ^^LlLcll>11.5 u ^PP roval fees I!L'YTA LL IlWU o-oo9-tJJ

TOTAL PAYMENTS 606,078,548.35
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IYATToNAL HospITAL nvsunaNtn FTIND*

IIHIF
REFNo. IlF/C /e60/6

NAIROBI HEAD OFnCE .

N.S.S.F. BI.JILDING
BLOCK'A" EASTERN WTNG
P.O. BOX 30443, NAIROBI
TEL:. 7237.551 5, Fax: 714806

05 March ZOOZ
I

20_Date

Ayu €rs trt

i.. i
r .l

Mrs. Esther Koimett
Investment Secretary
Ministry of Finance
Treasury Building
Nairobi

r::)
i.i

;::l

,,i

.-::'

,1/ "/ne,lDear Z?s
RE: ESTABLISHMENT OF A Rj OTIRCE CENTRE

t-.
,.li---

Tf e 8931d of Ma-nagemenr qf NIIF has lai.l em;h".rir cn sraff welfr.re for
effective seryice delivery and productiviry.

. .1. . .. , 
.. -.. ..._.: : , .. i/, ,.

fn an effort to enhance staff ability and general welfare a need was
recognised to establish a resource centre forIh. prr.pose. The Board lias
approved implementation of the Project and adequate finances allocated for

TI.ltgj.ct is expected to commence on L" JuLy 2OO2 afteilEe completion
of Medicare Project.

This is to request for your approvai for the establishmenr of rhe R.esource
Centre.'

tl

Yours --frq Grr-

M. IIUSSEIN, OG}Y
i.-:1: i CHIEF EXECUTI\TE

l1
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a

,

NATIONAL HOSPITAL INSURANCE FUND

ilHIF
NAIROBI HEAD OF'FICE
N.S.S.F. BUILDING
BLOCI( "A" EASTERN \YING
PO.BOX 30443, NAIROBI
TEL: 7?-32551 6, Far: 7148O6

Date 20

5rH APRIL, zooz

IJFtCtg67t6REF NO.

flQilTF[F) iY,N,I?"fl .It I..1r i 'l I fl,'I"r\.-l* "r.

Aur./f Nc

:::. )

Th e Permanent Secretary-
I {-'--i f TT--1r1-lvlrrrlsLry ul ncalul,
P.O. Box 30016,
I\AIROBI.

2

RE: ESTABLISHMENT

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 with the projectls feasibilify study and

cashflow projections.

We have now completed 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 estabiishment of this facility will no doubt improve the quality of
services our staff offei to our conh'ibutors. The project was approved by
the Management Board in its Meeting held on 16h January,2002.

Kindly convey your authority for us to establish a Resource Centre.

Enciosed herewith please find the following d.ocuments:-

(r)
(ii)

Yours truly,

Feasibility study for the project.
The Fund's cashflow projections

CHIEF EXE E*i;ril:HftT{AL
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PROPO.SED FJSOI]RCE CE).{TRE (]N L.R. 249i812 _ Ii\R.E N i{AIROBi

o TT TT]/ RF.POPTPRO .IE CT PR POSAL Ar\iD VIAB

E](E CUTIVE SUIV,NVI.{RY

The Fund has ideniiiled r 9.150 ha oiece oI lud in Karen Nlirobi ',rnd is desirous oi
purchrsiog aud developing a Resource Ceutre. The Board has epproved the cie.relopmenr
as it wrll aiso ibrm a solid inyestment in rddition to the current stoci.: oi rssers oi the F'unci-

The Fund has insfructed consuitants to prepare r ferrsibiiity report tvhose lindings
recommed the project as viable-

Tlie highiights of the report are as foilorvs:-

(a) There is oeed for in-house truining in order ro achieve cotrtinuous 'rnci uniiorm
dissemination of essentiai skilis and kirorvledge. ThLs rvili eliminate the Deed.for

"ad ltoc" seminars'aod courses 'rvhose iotermitteot appro.rch does uot eDsure

optimal results.

(b) In-house trairing faciiities wiil save the Fund in excess of Kshs 40,000,000/- per
aonum rvhich is the curreni aYerage expenditure on rrainrng.

(c) The Fund rvill not onlv realize savings on training but rvill tlso e'irn income lrom
hiring tacilities sucit as. therrres, semjnrr rooms. :rccommodation. sports i:';iiities
e tc.

(d) fit e{ditiou to the above, tire viability report has establjshed tbrt',rgainst the crpital
expenditure oi ii.sl:s 1,200,000,000/- over I projecteci perioci oi four (4) verrs to

complete and hand oYer the project;

i)

ii)

iii)

The p',rvback period is 7 verrs 'lnd i months.

The average tnnual rate oi'returu (protiiability) on the projeci is 20-709{,-

The inrernul rare oi't'eturD has been estabtisbecl as 1l.S9o,',, rvhicir is close io

averege rvorking rates of inrerest in the mouel- market.

(e) The proj ect value of ibis development us ar tt5si rvill be in excess ol Ksh

1.-i00.000.000/- rvhicb. will forrn.l solid contribution to tire curreDt iuvestmenrs of

In terms oi cosr beueilt uoalysis. the sociai beneiits to be derj'zed trom rhe training
euvisaqeci- pardcularlv Total Quulif ,Yanlgement (TQiYI)' caDDot ce

overemphrrsized.

'[n couciusioo therefore. the proposeci oroj ect is viable given rhet tbe'Fund sha]l noc

resorr to borroiving since it has sulljcienr surpius resert/es i.o. fiulncial iustiturioas ia
e:rcess of IGhs 3,500,00C,000/- and continues to, make moorhlv surpluses in excess oi
Ilshs 14C,000.000i-.

(r)



.i

;d
a.)

tJ.r'_4

l:i,!

l:l,: l

l

;-!!

E.I
:-- l

t1:1

*)r-a

L--,1



ROP N HIF OUR TR

Aim:

The aim of this rsport is to explore the need for the development of cohesive, knowledgeable and empowereci

employees fo, delivery oi standard seniice

INTRODUCTiON

The l',lationalHospital insurance Fund (l',lHlF)was established through an Aci of Parliament l'iHlF Act 1998

The iunction of the Fund is to provide for contribuiions to and the payment of benbfits out of the Fund'

The Fund discharges its functions by supporting the financing of health care country wide' The product

concern is the provision of health insurance to cusiomers/ contributors, This ITls?rrS customers aitach a value'

to services being given. The value includes attributes, beneflts, anci customer needs, which ale ever changing

with the times. The services are given by highly trained personnel who are statigned atthe NH lF

headquarters.Nairobi, branch onrces in all provincial and a number district branches. Besicjes there are some

centi-es though not provinciai aciministrative centres have mented branch offices as they enioy wider

For ccntinued etflcient deiivery of the valued services to its clientele and exploration of nevr methods of

service delivery, it becomes necessary to establish a focal point in which to traln, prepare and uocjate lts staff

in this e",er changing world. This can best be done at a Resource centre.

use cf alternative training institutions and methods of dissemination of skills will not adequately address the

special to task skills.

TYPE OF RESOURCE CENTRE

Deveiopment of training institutions in the country has really declined as demand'for specific ti'aining ccurses i

for institutional problem soiutions has increased. lnstitutions have thus opted for training through serninars

. results. ln this case, large sums of money are required to train starl by using more experimental methods that

incluoeseminars,scholarshipsandprivateinstitutions'

particular in house training will have fixed frame oi reference where all training and improvement of the same

'"";i'

will be based
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vVher.e essentrai tiaining is oreieo to some mernbers cf siafiexternally, it is through the Traininq centre that

dissemination of the rerevant knowledge is passeci on to those who ciid not geta chance to acquire the same

externallY.

Since iechnology is dynamic anci is constantly changing, new lraining soluiions are required to constantly

update the ,,vorkforce so that they are at tandem with the ne',v changes, if continual improvement in their-

output is realized. This is best achieved by having an in-house training facilitv to cater for these cnenges'

ALTEP.I..IATIVE SOURCES OF SKILL ACQUISITION

The centi.al Government,s policy has since shiftecj from oriering iraining, instead expects the privat= sector to

leao in offering relevant training in the particular industry, to provide demand driven quality trarning' Since

'ff':':' - r-^+i+,,+i^^a arn,,rhntrrr nrnfit nriontprl and demand dnven. thev may not be able to provtde the:+'!'--:J: I'',-:-7ij these iralnlng institutions are whoily profit oriented and demand dnven, they may i

i-equtslre 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 9f '

heaithcare ioldifficult anci inaccessible areas, where proilt oriented service providei-s are not readv'to

unciertake.

Besicjes the above comoetition on delivery of services can not be ignored, as this will always strengihentype'
ir'i
-i:.1
tlt J

.i.'

r. I

j :'l
l:.i ,

anci how seruices are cjelivered. This therefore calls upon the use modern methods to acnle"'e I olal QU ar[y

ii4anagernent (T0tU)

TQM philosophy concentrates on process improvement, cusiomer and supplier invclvement, teamwork and

training to achie'.re customer satisfaction, cost effeciiveness and defect free quality work'

This requires the conlnuous improvement of the process that makes the product rather than attempting to

inspect or test the products to achieve quality

To achieve total qualitv service the Fund requires its staff to:

:

a. Continuously imorove their skills in service delivery towards customer satisfaction'

...i b, Acquire skills which will reflect and displav a positive lvlanagement commitment'

't

iid. Develop team spirii and team wol for mission accomolishment'

.:o.lvlaintenanceofhighstancjardsoiservicedelivbry.

.-,., rhis can best be done thrcugh a comprehensive training strategywithin an appropriate Resource Centre'

ll: r

i,, I:!.:i

:'
7il
Y+,1

..

.,.1' i:,:'l: ..:l
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FACILITIES

We propose to have the following iacilities in placa to serye the functjons of iraining

A. Training Centre

Lecture Halls - Advanced facilities; lT setup.

Seminar rooms

Laboratories

Research Centre

lntemational Conference Room with translaiion facilities

,.8. Sports complex

Tennis Couft

Basketball Pitch

t

3

a

I

ffi.t

a

a

Gymnasium - state of the art equipment

Hockey Pitch

Football Pitch

Athletics Track

Swimming Pool - lnternational standards

)

a

o

. l'.r'-

'iriat
I

C. Accornodation for:

Main stores for NHIF could also be constructed in this compiex.

t

I
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FUNCTIONS AND ROLES OF THE RESOURCE CENTRE.

Suoporting anci financing healthcare would not fuiilli the fubntions of the fund without being a leading example

in the maintenance of good health.

Thereforetheprovisionofsportsfacilltiescannotbedivorcedfrom NHIF'sgoalsandobjectivesasitisan

active piayer in the provision of Health services in the country in furtherance to building a heaithy nation.

E,(PECTED BENEF]TS FROM THE ESTABLISHMEiIT OFTHE FIESOURCE CEi.ITRE

Beneflts aitributed to the Resource Centre incluoes:

a. Sports Complex - Development of soorts in the couniry.

lnternational standard faciiiiies to suoplement existing ones and provide Stafirecreation.

b. Training lnstitution/Sports Complex can be used for commercial purposes.

c. NHIF Training Centre will offer courses specifically targeting provision of quaiity heaith seruices ancj

general improvement oi stafi output towards realization of NHIF corporate -ooais anci objectives.

d. fransfer and Sharing of external of Mecjical relateC technological knowledge"to Kenyan fi'om'other

institutions.

r. Other Health Management Organizations could use the institution for their training needs.

ri,'l
l:ii
iil;l

\;.?,r

q.:?

;.- i!"J

t?l)

'.1:r:.:.:,l

l.: Ii't
:l

i;;');-r
i: I

.-l
,'a,'4
i:_.1

flA
'",:j

.:

3
:

ti.

institution in the region)

-0. Viable as an important Manpower supply to the Nation/region,

h. Training base to cover more areas -dissemination of Medical Related Skiils

i. Flexibility for change implementation

-', {.:r'.

UUNU LU)IUN

For being in ihe service indusiry, it calls for higirly per-sonalised seryice, which will contribute to ihe

deveiopment of loyal customers. which in tum create referralcustomers and make the organization live to its

. _ _..__ _-._ltam.e _a n d_m i-s s i

To reaiize this i'equires the enabling the employees to be highly motivated. ln today's complex world human

energy is best mobilized by empowering people ',vith icjeas and information, and not by telling them what tc

do. A Resource Centre is the most suitable forum for empowennent.

The proposed Training Centre will play a very imocrtance iole in the adciing value of services orfe:;d by NHIF

in ijrat: . ,

4of5



a. Tr.aining wili be tailored to the needs oi the ,uork force io concentrate on pi'ocess imorovement. customer

anci supplier involvement, teamwork and haining to achieve customer satisfaction, cost eriectiveness

and deiect free qualitY work.

b, Long-term and unintenupted training courses can be achieved.

c. Training institutjon could be used as a profit making venture-Leasing of facilities - Training others'

d. Training faciirties can be structured to have ambiance such as overnight accommodatton, quiet piace

ancj to include visual and presentation aids in the lecture halls.

B. ln iine with current challenges, the Training Centre ',vill 
ofier courses to reguiarly re- assess its business

aoproaches and practices in order to provide services that meet personalized and standardized needs

desired by the contributors/stakeholders

f. Training centre wrll help in iraining a committecj and productive team of empioyees

March 2002

,41

*i*rdr..--'--'
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PROPOS ED RT"S OURCE CENTP-E FOR

FII.{ ANC IAL VT.c.BILITY _\i.{ ALYSIS

i.00 Pro t ect Costs

?.00 r1 cl

(u)

(b)

(a) Cosi of lanci

,Jdd Stand premrum' siamp cuw legal fees etc

q .,'t,

(b) Cosr of consrructlon
,4 dd Proiesslcnai t'ees and projeci managemenl

= k-shs 82,510,000'00

12.390,000.00

= 920,850,000.00

134,1 i0.000 00

: Kshs U[0,@9Jq!'0!

54,7 i0,000.00

15,000.000.0t]

...1'
'.'l i..:l ,

G,, 1 f\ol.
r\liu.. -vlu

Total Costs -

ated Ann uai Retur

occupancY
lncorne irom B ar & Restauranr (In Yeor 2006)

LnticiPared turnovel : Kshs I00,000,000/- P'a'

-. AnticiPated rel'enue @.15% of 1J0.000,000i-

House facilities

Income from Residential Rooms (in 'vear 
2006):

50N0. rooms x 4,000/- per day x 36-5 days x 75Jlo

iiom Guest

(Theatres, Sem-rnar

l:...., I

::=.iF;--:-:;;;-;i=:F**-TJiid=\nf, 'gj+qif{t+.{1

(,1) Income irom Swtmr,mg
and Spons faciiides, saY

Pool, Sauna' Sleam Barir

Sub-totai
Iess
Gual ouigr)inss @,?0%

S ub-total .{snual Reruros

,4dd

te) E-ricipated .a-muai Sa'ijngs on Eauung

o

20.000 000.c0

101,7 50,000.00

?0.i 5Ll.D00.Ll0

40 u00.000.00

12uu,-0u.-q!

=Ksirs 81,400,000'00

e
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RTF NO.

HHIF
J\ATIONAL HO SPITAL Ii{SURAI\ C E FUND

NAIROBI EEADOr-l-ICE
N.S.S.F. BUILDINC
BLOCK iA" EASTERN WING
P.O.BOX30443, NAIROBI
TEL: 7232551 6, Iar: 7I.{{106

Date 20

HF /C/e60/ L0

Friscan Construction Management
P.O. Box 26613
Nairobi

Auile xTT"

(..'.f, it

Dear Sir,

PROPOSED TRAINING AND RESOIIRCE CENTRE AT KAREN.
NAIROBI ON PLOT t.R. NO.2.2496812 KAREN _ NAIROBI.

ENGAGEMENT AS PROIECT MAI{AGEB

I am pleased to inform you that you have been appointed Project Manager
for the above works during the design and its entire construction period. In
this connection you will be-responsibie for the overall planning, control and

co-ordination of the project from inception to completion to meet our
requirements and ensuring completion within scope, budget schedule and
required quaiiry stan dards.

You will also be required to familia rLze yoLtrself with the Government
procedures"with respecc to Corporatioir.s in connection with construction
works being carried out on behaif of the Government. 'Yo.ur Commission,
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

issued from time to time.

The estimated construction cost of this project is one billion two and fifty
miilion fifths, 1,250,000 /-) andyou will be expected not to exceed this cost
without prior written authority from Fund.

' 
Pleasd intoim us of youf 'lcceptance bf the appointment. Will you please

i,.

manager in ;,qut firm who will be in-charge of this Project



r. '_ rw "'# rvFnF,E.... . .. ,. -..*t'##

TheMemorandusr of Agreement on this engagemenris beingworked on and
vrill be signed later.

Yours faithfully,
.1 +

CHIEF
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NATIGNAI, HOSPITAL INSIIP-AI{CE FIIND

mffiffiffi
NAIROBI HEA.D OFFICE
N.S.S.F. BUILDING
BLOCK'A" EASTERN WING
P.O. BOX 30443, NAIROBI
TEL: 77325516, Fax: 714805HF / C/e60/71

rJjenzi Consultants
P O Box 5a972
Nairobi

T)oo. (i',v 941 va^ ,

REFNq. fl(
l9_

29 Aprll2002

PROPOSED RESOURCE CENTRE ON PLOT L.R. NO. 2.24958/2
t!- ii-1-u

':..-'::: KAREN - NAIROBI FOR NATIONAL HOSPITAL INSIIRAN
FLTND

CE

\fle have pleasure in confirming your appointment as Consulting Quantity
lyrveyo-rs for the above project, whicli is to commence soon for Nrtion"l
Hospital Insurance Fund.

The terms of this commission shall comply with Cap 525 of the laws of

Your commission includes for all full Pre and Post Contracr services as

covered by the relevant clauses under the Act.

You will be ncitified of the other Project Consulrants in due course.

You wiil be required to familiarize yourself with all Public,/Governmenr
policies and procedures in connection with the work being carried our on
behalf of a Public/Goveinmenr body. Your commissi& b.irrg under
direction and control of this Fund will be covered by these proc.d',Ires and
such instruction, directives or regulations that may be issued from time to
time by the Government of Kenya or the Fund:



til

i:'
l.

:l

q

Pleas-ejndicate your acceptance of this commission by rerurn of post to the
Chief Execulive $\I{F) and confirm that you are in position ,o riryon with
this work. Piease forward the name of the Quantiry surveyor in your firm
who will be in charge of this project.

Yours faithfully
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CHIEF UTI\rE

Cc: Permanent Secretary
Ministqy Of Health
Nairobi
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"? NArroriAL HospirAr, HSURANCE FU'N-D

ffiffiffiffi
NAIROBI HEAD OFFICE
N.S.S.F. BUiLDTNG
BLOCK "A" EASTERN WING
P.O. BOX 30443, NAIROBI
TEL 723i5516, Fax: 714806

HF /C/e60/12
REFNo.

29 Aprl|2002

Kaigutha and Parcners
P O Box 51332
Nairobi

T)e: r .Sir- -"- -")

_---.__-- -PRO POSE}Ff S OUREE CENTRE_OT\F ?LGli L-;R NO: 2:-2 49 68 12

l9_

KAREN _ NAIROBI FOR I{ATiONAL HOSPITAL INSURANCE

FLTND.

We have pleasure in confirming your appointment as F,lectrical Fngineenng

Consrkants for the above p.oj.it, *hich is to commence soon for National
Hospitai lnsurance 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.

You will be notified of the other Project Consultants in due course.

You will be required to {amthartze yourseif with all Public,/Covernment
poiicies and procedures in connection with lhe v'ork being carried out on

tehalf of a Pnblic/Government body. Your commission being under

direction and control of this Fund wiil be covered by these procedures and

such instruction, directives or regulations that may be issued from tjme to
time by the Government of Kenya or the Fund-

i
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Please indicate your acceptance of this commission by return of post to the
Chief Executive (I{Itr) and confirm that you are in position to carry on with
this work. P1ease forward the narne of the Electrical Engineer in your firm
who will be in charge of this project.

Yours faithfully
:+-)
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Permanent Secretaqy
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NATIONAI- HO SPITAL M{SIIR.A}{C E FLIND
l'

E

ffiffiffiffi lt/y:
NAIROBI }IEAD OFtrICE
N..S,S.F. BUTLDING
BLOCK'A" EASTERN WING
P.O.ROX 30443, NAIROBI
'l'IiL: Tt325616, Fn:: 7I il8(X

R-EFNO. IJF/Cl960/L5 20 r{
Date

22 May 2002

iit:-::'>-

N4/s Baseline Architects
P.O Box 39928
i.i4il:qlu

Dearr Sir:s

CE
2.24968/2-

The N,Ianargcment of the National Hospital Instrance Fund is pieased to

comnlr.sslon vou.as Leatl Consultants for the clesign and supervjsion to

com;;lericrri Jl our F.rroposed training ceirh-e on ,ir:t No. I-..11. 2.249b8/2

I(aren, Nairobi.

.In'this respect, you are reqtiired to ciosely liaise with the Management of

the Fund so as to: -

t. Er,rolrre a comprehensive brief of the fund's reqr-lirements

2. Inre:rpret and'develop rhe brief into a schenre clesign

3. Develop the scheme into working drawings

+. Seek the necessary Ciry Council approvals

5. Produce working drawings and bid documents

6. Supervise the project implementation to completion

7. Any otJre, professio,ral services that the Fund may require from yiou in

respect to the above Project.

Yor,r will liase with M/s Two Desigrr Architects of P'O Box 89436,

Mombasa, who have been appointed as the Interior Designers and

Decorations ConsultanC to achieve tlte full documentatiorr and

im1:lernentation of the above project. '
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Your professional fees will be as Per Cap 525 of the Laws of Kenya which

gor.*, the '}-erms and Conditions of engagement for Architects and

Quantiw Surveyors.

Other consultants will be appointed independently by the management of

the Fund anci you will be advised in due course'
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M. HUSSEIN

CHIEF EXECUTIVB
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}-IATIONAL HC SPITAL Ih_SUHANCE F-LJHD

mffiffiffi
NAIROBI HEADOEFICE
N.S.S.T. BUILDING
BLOCK "A" EASTERNWINC
P.O.BOX30443, NAIROBI
T EL: 7 732551 6, Frx: 714806

Date 20RXr No.
HFIC /960/16

M/s Two Designs Architects
P.O Box 89436
Fy'I-n.t I-o.-

St,
22 May 2002

=-?-!-Li'+/rt Uear DtrS

RE: RES {IRCE RE ON ON L.R. NO.
2-24 68/2 - N

The lvlanagement of NHIF is pleased to commission you as rhe Inrerior
Design Architects for the design, documentation and supervision of '

interior works incorporating finishes, fittings, furnituri, iquipment and.
specialised services

You are required to liase with the other Consultants already appointed
for the main works. on this project.

,i. '= ' YoT..Terms of Engagement wiil be as prescribed by the Laws of Kenya,
r\rchitects & Quanrity Surveyors Act Cap 525.

Yours faithfully

t

I

I I

,

M. HUSSEIN



. fnsarantce Fund ffiffiaffi
NAIITOBI HEAD OFFICE
N.S.S.F. BUILDINC
BLOCK *A" EASTERN WINO
P.O. BOX 10443, NATROBT
TEL: 123255

Hospital

Nairobi uartq?s
Whclr rwlyras pleasc quotc

HE / C/e6o /1-e
Rcf: N0...........,...:.,......:......,......

ind dstE

Rcf: No...

I

,jA

19 August 2002

Nfu. S.R. Iv{anga & Associates

Consulting Engineers & Ptranners

l).O lJrrx 28190,
Naitobi

RE: IIESOURCE AND RECREATION CEN,I.RE
L.rt. No. 2.24968/2 - KAREN

We :rre ple.asecl ro corrmission yoLr as the Structu;al .Engineering ibr the above

'

Your 2pp,ointmcnt shall [:e in accordance wit]: Association . of Consulqig
"- ld Fcfgiq conditions c,f errgagerieeirt anct .scale of s'EEcep...l i',.',L,rii5iileets ot lLen,Ya (ALI3&I conutTlc

PIeaSe li,arse witli tlre Lead Corxuitant and Proiect Atchitect lvIls lJaseline for

futher bnehng, .

Pl.ease sigoi.fy. your ac.ceptance oi this commissioning by signrttg n duplkdte

Yr:urs iaithfullv
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CHIEF E.XECUTI{IE



:, lffitiontit.-I{osyi ttat'' -'
fnsurance Fwrud m'ffififfi

NAIROS( HEAD. OFFICE
N.S.S.F. BUII:DING
tsLOCK.A" EASTERN

Natrobi uarters
Wlrcn rcplying p-lcasc quotc

Rcr: No.....[.{F. / C./ 96A / Z0 ...
and datc

M/s Professional. Consultants
Consuiting Engineers
P.O Box 45792
Nairobi

WTNG...:
P.O. BOX 30443, NAIROBI
TEL: 723255'

t,

i9 August 2002

ON CENTRE
L.R. NO. 2.24968/2 - KAREN

We are pleased to comrnission yod as the Civil, Geo-technicai and lvlechanical

Engineedng for the above project.

Your appointrnentl shall be in accordance with Association of Consrltiog
Engineers of I(enya (ACEI{) conditions of engagement and scale of offices.

Please [aise rvith the Lead Consultant and Project A-rchitect ivl/s Baseline for
further briefing.

.

Please sigilfy your acceptance of this commissioning by sigr:rog a duplicate

copy of this ietter and returning the sarne to us'

iij,j; Yours faithfr-rJlY

,l

SSEIN
CHIEF E)CECUTTTE
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1 NATIONAL I{GSPITAL IITSUFJ.NCE FT]-ND

!t

iJ. . ffiffiffiffi
NAIROBI HEAD-OFFICE'_.--..!.
N.S.S.F. BUILDING
BLOCK'A" EASTERN WING
P.O. BOX 30443, NAIROBI
TEL: 72325516, Fax: 714806

. t'-i
Date-20-

REFNo. HF / C /q60/\

23'd August 2002

IvI/s Cosnvise Associates
P.O Box 1,992

00100 GPo
Nairobi

I
J

(='l
l.'1
' jll

l";l
;...11

n!.l

l:,_.1

f.:-t

.,-:-?'.-: :1 Dear Sir,

RE: RESOURCE fu\D RECREATION CENTRE

,

The lvlanagement of the National Hospital Insurance Fund is pleased to

comrnission yol, as the Quantity Surveyors for.the interior design ,.vork for the

proPosed Resource Centre at I(aren, Nairobi.

Please liaise r.vrth M/s Two Design Architects rvho have been commissioned as

the Project Nlanageis. Baseline ,\rchitects have been comrrrissioned as the

Lead Consultants for the Project.

Your terms of engagesreflt',r,jll be as sdpuJ.ated in the Architects and Quantiry
Surveyor's Act, Chap ter 525 of the Larvs of I(enya.

Yours faithfiily

Frisc an }danagement Ltd

Baseline Architects
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-,HATICFICL IfCSpiTAL iflSUR-Ai\CE FLTi'lD

- 
N'\lR()tll IIEAL) ()l'ljl( L

N.S.S.i IJUILDIN(:m',mffiffi u:ir;i;:i:i?i-',;i;l'",r! B r'fl rE E ier'li::!s:'6' lja't: lTlritrt'
t,nr',r rl:r n furranh i i'. o r' k u

HF /C/els /YOL-xrY /104

2l November 2002

P iofes si onal Cons ultants

F O Box 45792

NAJROBI

Dear Sr

24968 /2 NAIF.OBI

Follor.ving our letter of appointment lef llF / C I 9 60 /20 daied 9 August 20c: and

yourietterref.PCINHtFIJL/1088/Zl}ZdatedlBNovemberZOO?',indcanogthe

need for survey and site investigations'

,IherebvaskyoutocaffyoutSurveyandgeotechruca-isitejnvestiguoniorthe-i'' '-:'''i 
above site as required to facilitate propgr planning design and documentadon'

you are therefore i:rsuucted ro carry out a study and prepare a iepbrt on the same

to be ready oo or before 2l Jarruery 2OO3'

Remuneration for the sen'ices wrll be as Pei professional charges currently in

force and as Per your tef;ns of commission'

I



You mav flonvard your proP6sal with lesPect to how you intend to carry out t]re

snrdy..vithin the time fiame, and the likely charges for our consideration and

!.,

Ir

concurreoce.

Thanl,, you.

M HUSSEIN

CI]IEF E]GCUTI\IE

Copy to:

Friscan Construcuon Management

BaseLine Architects

Two Design Archrtects

Ujenzi Consultants

Cosr,uise Associates

I{riigutha & Partners

S.R. Nlanga & Assooates

ll"f

t'( i,
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PIINXST}TY CF'' HEALT I]
'i'ui 

egru rns : " yiIliHEALTH,,,
Nairobi
T eiep hr.rn e: h" ai ro bi 7 l'i 0i i
\'t;h en replvi ng piea-ce q u 0 ie

l(C:. r\i(i

OPFICE Oi;'TiiE
P E RI\,IA N E I\IT SECRE TAR.Y

AFr'r\ HOUSI!
CATHEDILTL. RCAN

P.O. Boi: i0016
].{AIRLlI]I

Senrenrber i9, 2A02F4 tSC/ 1 -i i i,./V CL.v

Mr. l.M. Hussein,

Chtei Executive,

National Health insurance Funci,

lr"SSF Buiidlng,

hIAiROBI.
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.:,i lu SEp 2002
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--, l:

v _i

t1

Dear

Enclosed herewith, please i'ind a se[f-exoianatory letter from tl're Permanent

$ecre6ry, Ministry of Finance on the above P.esource Centre.

PROF. l ULI 1','lEME. EBS, FAA.P

r-i"r' I t

Enci
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Prcf. -ruiius 14eme, EBS, FlrA.P

Perrnanent Secretary
Ministry of Heaith
Afua liouse
IIIAiROBI

De=i' Prof. Meme

R.E: ESTABLiSI{ METUT O F A RESOIIR CEzuTR.E

/TREA5UR.Y

As indicated to you in lu1ay, lve reviewed the proposal by National Hospital

insurance Fund to establish a Resource Centre in Karen, Nairohri' we cid

not fincj adequate jusilfication for the proje.:i and we are unabie to prcvide

the Tr-easun/ authoriry for NHIF tc procsed with the projec'

Yours sincerelY

:

I
,

WA
R.M



I

CONF{ilENTIAL

MINISTRY OF MEDIGAL SERVIGES

:gra.ms:'MINMEDSERVICES" Nairobi
:phonc: Nairobi 25+ 20- 27 17 07 7
:254-20-2719008
ail : minm@hcalth. go.kc
en rcplying plcasc quote

No. Conf. MiscJl2/A/Vol. XIIU(SE)
and date

OITICE OF TIIE
Ax"YA EOUSE

11ftJune, 2OO8

Mr. Richardl,. Kerich
Chief Executiye Officer
National Hospital Insurance fund (NHIF)
P f) Pnr. QCtA A 2 AftIr-}itl.V. !Vr\ JVa=V-'J V aVU

NAIROBI

4NilEx* f

CATEEDRALROAD
P. O. Box 30016 - 00100

NAIROBI

4968/2

kre*-U'Deat

RE: PROPOSED RESOURCE CENTRE FOR

I have Sone through the. correspondence and documentation on the above
matter, andl would like to make the following observafions: ii.

1. Your project proposal dated March 2OOZ gives a detatled rattonale
for building the Centre which is sound. The investment shows that
there wouid have been an IRR of 72.89o/o (not very impressive)
within apayback period of 7 years, 3 months (which islaudabLe).

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 jusffication for the project." (Letter by P.S. dated ZOth
August, 2OOZ). This letter refers to communication to you some
time in May, 2OOZ which I have not seenl but I would presume that
Treasury gave you much more detarled rnform.ahon on why they did
not ftrtd " adequate j ustific ati on" f or the proj ec t.

3. The CEO seems to have proceeded to commission work on the
project without two things:

(a) Approval of the Board
O) Approval of the Treasury

1

ilr(r.
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How this was done without tlneBoard knowing ts amazing. Nonetheless, it
was a grave elror.

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
himself is, to say the least, not very wise. 

1,
-la4.

5. There are only two opfions open to the Board,in *y opinioni *,

(a) Stop the court litigation and pay the consultants as per the
adwce of the Attorney General and the Arbitratorrs
recomme ndation involving p ayment of Kshs. g SZ rl S l,g 4 S .I S .

(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-thinkin d, of
the project to cater for a variety of clients in the medtcal field.
There is greater need for provid*g facilities for education. in
telemedicine, trauma cenfrbs, management skills in hospital
admtnisfration, etc.

If we adopt this approach, we would saye the "settlement money tobe paid
to clients" and we would stop money spent on lawyers pursuing a hopeless
case in ccurt ',vltile building a.Gstate-of.-tlrc-artl' resource centre that can
confribute to ((Vision 2O3O" within the medical service s area.

6. Revenues earned subsequently must, however , be ,,t7ng-fenced, to
support social health insurance for indigents.

I hope we can solve this problem creatively and not throw money about as
if we have some limitless supply.

Yours

i.

t

2
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1t!-':1
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i .':
t ;::

PA. I{YONG'O, EGH, MP



CONFIT}ENTIAL

'l

Cc: The Rt. Hon. Raila A. Odinga, EGH, MP
Prime Minister
P.O. Box 3OOO7-001O0
NAIROBI

Hon. Amos Kimunya, EGH, MP,
Minister for Finance
P.O. Box 3OOO7-00100
NAIROBI

Mr. Josepir K. Ifuyua, GS
Permanent Secretary
Ministry of Finance
P.O. Box 3OOO7-O01OO
NAIROBI

Dr. Hezron Nyangito, CBS

Permanent Secretary
Ministry If Medical Services
P.O. Box 3OO 1 6-001 00
NAIRCBI

Hon. Amos Wako, EGH, EBS, MP
Attorney General
P.O. Box 40772
NAIROBI-i-\

J

CANFIIIEflT!AL



:i

r ffiffiffiF$ffi ffigEW
R
BEET

ffi
NATIONAL HOSPITAL INSURANCE FUND
HEAD OFFICE
NHIF BUILDING, RAGATI ROAD
P.O. 80X 30443 - 00100,
NAIROBI

I)

I

T{Flclgw \iOL. \r/Q79)

16th July 2008

Hon. (Plofl. P. A.Nlz6ng'o, EGH, I/F
Minister for Medical Seiwlces
Afiu House
P. O Box 30015-00100

N OBI

Dear Sir,

RE: PROPOSED RESOURCE CENTRE FoR NHrF oN ptor No.z4s6}/2
NAIROBI _ KAREN

Reference is made to youi'letber CorLf. \/flscll2lAlvoi-.xI]]/(5g) dated 11s Jrrne 200g
on the above captic.led subject matter.

The letter was presented a-nd discussed by the NHF Fu-1i Board nreetings heid on
25s June 2OO8,2nd July 2008 and 14s July 2008. The historicai background and the
Board's position on the matter is presented here below: -

...==..Reo'ortizi;:,i-
The Board during the Sixth Special Board Meeting held on 16th January ZDO2
approved. the establishrnent of i Trainlng/Recreational facility for the Fund under
Mirrute Sl27l2ooz and tasked Management to initiate the proclss to be submitted to
tlre Board for approrral. APPENDIX 1 (Reference pages g-9 of the N{inutes)
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During the Twenfy-Second Fuil Board lr4eeting held on 27s March 2002 the Board
approved Kshs-957000,000.00 for purchase of land for the Training/Recreahonal
facilitl' and a further Kshs.85,00O,OOO.OO for the Proposed Resource Cenh-e. Tlus is
covered urtder Minute B.MZ/ZAO2. A?PENDIX 2 (Reference pages S,:t:r, ZO and_ 24
of the Minutes)

1

ffiffi&f F6ffiHmfua



1

,/_

J

.4
,-.:l)
'.:)

tr

6

7

8

2002 stating that there was no justificafion for the Project and therefore did not grant
the approval for the Project. APPENDIX 10

This letter was received on 20u SeptenLber 2002. The then Chief Executirre Officer
had already comrrLissioned the Consultants in April 2002 razithout the approvals of
the Board and the Minislries of Heaith and Finance. as required. The foilowing
Consultants were commissioned: APPENDIX L1

Baseline Architects
''€{

Trvo Delign Architbcts

Ujenzi Consuita.,ts 
*

Costwise Associates

Professiona-l Coruultants

S.R. Manga & Associates

Kaigutha & Partners

Friscan Consh-uction
Management

The C talts Case

The Consu-ltarrts tluough their Advbcates Muriu Mungai & Co. Advocates and
Muciirni Mbaka & Co. Advocates submitted dernand for fees on the matter, The then
Chief Executive Officer Dr. Mohammed llassan who had taken over from Mr.

,Jbgihi-r:r Hussein referred 'Jre matter to the Board for directions, as he had no
't:ithoribr. to PaY in the absence. of Board Minutes approrring the Project. This was
discussed during the Fortieth Full Board Meeting heid on 21Ft June 2006.

The Board observed that the records indicate that' it did not apprbve the
Comrnissioning of Consu-itants on the Project. It also took note of.the fact that the.
Board, Minishry of Health, Mtnistqr of Finance as required did not authorize the
Proiect..-Hoiber,'e-:r; ithe ,lhen Chief .E>:eC.i'u:.,e:ofic-ei.-irad aireadi; cor=-s="--ed r-t=-e

Projectb),aPPointingCorsu]tantstocarryoutfea-cibi1ityanddesign*o,t,.

The Consu-Itants then commenced Arbih'ation proceedings against the Fund for the
demand for fees.

The Board therefore resolved to defend its position under.the Arbitration process

Project Architects

-Interror Desrprer

Project Quantity Sun eyors

Quandfy Surveyors (Interior (Works)

Me charLi caliCivij Engine ers

. Project Structural Engi.neers

Proj ect Electuical Engineers

Project Manager

,.?
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Management sought the Attorney Generais Opinion on the matter by ietter Ref.

l#/LDl74 VOL. fil(69) dated 29b May 2007 and the Deputy Solicitoi Generai

responded by letter reference AG/CIVl770l07 dated 18'h JuIy 2007 advising that the

aurard may not be successfully chalienged in Court on the basis that the

procurement procedures were not foiloured. APPENDiX 13

The matter r^,as discussed during the Special Full Board Meeting held on 20s Augrrst
2007 but the Board resoived. that the matter proceeds in Court with a view to setting
aside the Arbitration Au,ard.

The Arbilrator in his Award failed to address the failure of the Chief Executive
Officer to seek the approvals of the Board, Ministry of Health and the Minislry of

(:i:iiinance. Ln add.ition .the Arbitrator based the Award on the .suln of.:::.
Ks1s.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 comrnissioning letter reference

t{F lcl960l10 dated 17s April 2002 to the Project Manager.

However, for purposes of trying an out of . Court Seltlemenf Nfanagement u'as
tasked to pursue without prejudice negotiations with the Consultants on the Award
based. on the figure of Ksh.1,250i000,000.00, which was quoted in the disputed ChLief

Executive Officer's com:uissioning letter to the Project Manager referred 
'above.

This was discussed during the Forty lhird Full Board Meeting held on 26s

September 2OO7 and. after deliberating on the options given the Board reiterated that
thq rnatter proceeds in Court. The matter is still pending in the High Court for

.,.jeterrnination.
t.' ..:')'-, /

C onfi dentiai D o cu:rr ents

Thb Corsultants fraudulently obtained confidential documents relating to the above
rnatters in support of their case, wirich rtras challenged by the Board, and the sarne

\4reie-..e:ip-+$ged -b--r'', -tlre 
.- 
Couit frofi ',ii-ie .recoras. -'.T.ne,-a1afig!.r. iS .a.-'.stibject :r-ii,

invesligations with the Commissioner of Police. (Reference Ruling'of the Cor:rt)
APPENDIX 14.

Adraee from Lawyers

The Lau,'trers acting for the Fund have also advised that the case is meritorious and
shou-id therefore proceed il Court.
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Cc: The Rt. Hon. RailaA. Oding+ EGH, MP,
Prime Minister
P. O. Box 30007{0100
NAIROBi

Hon. John Michuki, EGH, MP,
Ag. Minister for Finance
P. O. Box 30007-00100

NAIROBI

Mr. ]oseph Kinyua, CBS

Perrnanent Secretary
Ministry of Finance
P. O. Box 30007-00100

NAIROBI

Dr. $ezron Nyangrto, CBS

Permanent Secretary

MiniStry of Medical Services
P. O. Box 30016-00100

NAiROBI

Hon.A-rnos Wako, EGH, EBS, MP
Attorney General
P. O. Box 40ttZ
NAIROBI
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MINISTRY OF MEDIGAL .,SERVICES

Tclegrams: T\dINMEDSERVICES" Nairobi
Telephonc: Nairobi 254- 2U2717O77
Fat:25420-27190O8
EmaiL rnhms@health. go.ke
When replying please quotc

ReENo. MMSlADMJlll6fi
and date

OFFICE OF TEE MIMSTER
AT"TAEOUSE

CATEEDRALROAD
P. O. Bor 30016 - 00100

NAIROBI

( w
40, Decembet, 2OO8

Mr. Richard L. Kerich
Chief Execufive Officer
National Hospital Insurance Fund (NHIF)
P.O. Box 3A443-O01OO
NAIROBI

AurI rytS ?
Dear

RE: -A,IEDICAI RISOI]RCE CENTER - I(AREN

On 25th November,2OOS the Cabi.net Coinmittee on the'serwices Sector, at its fourth
meeting, approvedthe Cabinet Memorandum on the Ni{tI'N{edioal Resource Center
ancl acivised me tocarryonwith the project expedifiously.

I have pre'riously written to you on the same advising on the way tbrward with the
pt'o.lect rvhich includes, inter aiia:

(i) Termination of the court processes as earlier adviserl by the Attorney General:

(ii) Negotiation with the Servibe providers to agree on the reasonable
professional fees tobepaidin accordance with tlie woik done and establislred
law;

(ii.i) Re-engineering the construction process in a pro-!)elway so as to avoid the
'problems that brought us where we are today.

Tlre rationaie tbr my reconlmendations assurnes, as abasic principle, that the project
shall be implernented in line with the vision and missiotr rrf the Ministry of Medical
Services as well as that of the.Nationai Hospita.l Insurance. F,-ind.

Yours sincerely,

0

!.i :i..i\_-,

a.-l

: .. t

*';i'
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1
I

MINIS'IEiT
.) P.e. FTYONG',O, EGH, MP
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OFFICE OF'IIIE PRTME MINISTER

I

Telegrams'OPM" Nairobi
Fax No.: +25+-(O)2O-221O87 6
Telephone: +25a-(O)20-252299
Wh.en replying please quote

Ref: OPM.1/iNF/89 /725

Mr. Rrchard Kerich
Chief Executive
National Hospital Insurance Fund
NHIF Building
h.T A TT)i^\DTI rt.fl-tI\Ut,L

TREASURY BUILDING
P. O. BOX 7+434-00200
NAIROBI
KENYA

te: 96June,20L0

Ms #xE fl$

lJ li Dear Ur.

RE G OF PROPOSED

The above subject refers

'Ihe Proiect was discussed during a Consultative meeting behveen the Rt. IJon
Prime Minister and China Development Bank Deiegation led by the Governor Jiang

Cha.oling on 17n May 2010

This project has been listed as a strategic health .sector project to be financed
through a line of Credit being sought from Development Bank of China in
Partnership with Development Bank of Kenya.

The purpose of writing is to inform you to liaise with the Chief Executive Officer
of Development Bank of Kenya foi the prerequisite .dbcumentation and pioject
appraisal to faciiitate its implementation.

Yours

iiiil

os. ,tlo

A.A.O. MONDOH OGW
A8. PERMANENT SECRETARY \,P

Hon. Prof. Anyang' Nyong'o, EGH, MP
Minister for Medical Services

NAIROBI 'rtt L*
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t, Box 5c1-:15 - 00180

Rob€rt Gichcru

Dfu'ector

t 
-,[^{l'i} 3's i rr

a

iiAltiC,'r])

8th SePtember 2010

-Ttre ffinBterof Medicat Serttces

f{on- Prof. Feter prr.l.nC NYonglo ' 
E

.4fya Ffoesg.Ca'thedrat Rcad i
P.C- Box 30ffl'6
$iairohi, Kertfa

i nc. v^?^6Qafqmf !{nq.nif:.t
t.

OearSir,

Further to my pranious .drsc*ssions and my letter dated 5th Aueust zo10, r arn writing

reqr.esttrg *n ,pwi"n*ertt frcr t}dde's 
[tenr.,G corForatio',r.r tq .sTgn a fifiernci'ra,ffitrar sf

t-lnderstatldi*S (MoU) for the Karen Referral Floseitat' ' 
'

llt
!{.

l.f

orscuEsio{rs fior t}ris proprt trave been q$ Eoi'na for over ane year nour and aur srincipals

Fedders Lloyd are vishing the codntry to sign a MoU rvith the Ministrv of Energv on october

,14th. ZG1S. While *rcV a[ i* t!'8 cotlliti']r" they't*r"+ou]* ve-q? riltjch tike to do the sasfle x*ft fquf

trn,"t"" t"r tfre aUovementioned prolect

Et wantd he triEhpf agpreqated if an in*ttatic* t€ttsf sirrtiltar to ttle ore atuefied wotdd bs

;*;;;;;-; an'appointment for a dtae close to that glven bythe Ministry of Energrv.

t tool( fqnrErd toyou posttvsqnd sv*ift respor*e-

{

a

l

Slar€rqY I nuesrmefi -!s Lbr'itad.

tnt""".tio-n-JlF+Jrise{9n-aPe-,1lIamsNginssEieet
='-r"i'ox rt931 OCl CC GFO l'lair'b: K'env;

-ir_ ., !-r j i..,-;-i. ...: E r : .ol,--e=, teoj 221 37D C imeil rnfr:G+nsr'l).'iIlv.;-rn€?iFi:;Qri' r- 1-

j j:---,:s-=frIq:x5ffi *t*@{4@
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F EhXERGY

NairoBi
OFFICE OF TF}E

PEREEAN*$T SECRETARY
tr. O. Box3O582

HA.,IROBI

Date: StPTtAflBER 3, 2OI-O

Telegrams:
Te{ePhone:
ernait:
Fax: Z4O91C
When

Ref,. No.

iIfirt
Director
Fedders
159, Okhla

Y; aurs

Patrick

j.l
'--)

Phase trI '-,-.1,,: . _

lTek Del.hi-1'1O'O2O
II{IXA

E*rfO

/eff*q

Dear

Flease refer tl* Your letter MraSr 29, 2O1O on ihe above

partre S

captioned su.bject' ,*

This is to eol}fiITn mv avd#iiy'"j,p..a october 14' 20191 3']$am in

my Ny.ay" H";;OH;; dt#'SB:hotential -aower traasmission and

distributioa ffiects tn€{+dsie''BE!-"" suPpiy ma'teriais for funding

by the G*"=i#;tof India-i# c"*qessioiary ter,ms. such ternrs

shoutd. reGect aII IMF tormr-lla B.* gI.ant eiement oi at least 35a'6

on ner pr*.r*fi=8"'Uasiu" ef:kscussions wiIl lead to the

signfulg of *" rur"***,,&r* of understrylding between t1re two

|::; ,
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Fax No.: +254-(0)20-221087 6
Telephone: + 254-{0)2U3247 OOO

When replying please quote

Ref: OPMl/lNF/89/'162

Ms. Mary N

Perm

M of Medical Services

uv exF ,0

Prime Ministe/s Building
P. O. BOX 74/,34-00200
Harambee Avenue

NAIROBI

Date: 29th tr/arch 201'l

ob? TAL

z
o

OFFICE OF THE PRIME MINISTER

PERMANENT SECRETARY'S OFFTCE

i.i

,il

ii:1

-o
ftl

Dear d-,;ob
*

RE; BILATERAL TALKS oN KENYA - cHtNA DEVELOPMENT co.opERATIoN

Reference is made to the above subject matter which took place on lgtn March 2011 when H.E. prime
Minister held bilateral discussions with the Vice Premier of the Peoplds Repruii. rr cnir. i. ti. ..;prryof the chairman of Jl9 Development Bank of China. A, yo, may be aware, during these talks,Development Bank of Kenya submitted proposals on various projects which they'wish to undertake inpartnership with the Development Bank of China.

In p.articular,.the proposed National Hospital.lnsurance Fund (NHIF) specialised Medical centre at KarenProject was fonvarded to CDB for consideration.

The p f writing is to request you to facilitate. timely implementatibn of this project. Please find
of the brief submitted to the China Development Bank for your action.

Yours

DR. MOHA HAK lA, cgs

r ili

L!

URGEruT

(/llff fxtcui,yt

Jo [,A
RECE

R 20fi
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0tFtcP

P ENT SECRETARY
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cc
Mr. Richard Kerich

Chief executiye Officer

National Hospital lnsurance Fund

NHIF House - CommunitY Hill

NAIROBI.

Mr, Victor Kidiwa
Chief Executive
Development Bank bf KenYa

NAIROtsI
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REPUBLIC OF KENYA

OFFICE OF TI-trE PRIME MINISTER

":.EXECUTIVE BRIEF TO I.I.E. MR. CHE- 
DIREcroRs oF cHtNA DEVELoprvlErur
DEVELOPMENT BANK OF KENYA AND C

N YUJAN, CHAIRMAN OF THE BOARD OF
:BANK: ON= DEVELOPMENI PACT BETWEEN

Development Bank of Kenya (DBK) is in a development co-operation pact with China
Development Bank (CDB) in which DBK is the local: counterpart. The developrnent pact

between DBK and CDB was started in 2007 when the first project was signed. lmplementagon

started in 2008 and was completed in 2009, Currently, DBK has started negotiations with the
CDB on the construction of the proposed NHIF Specialised tvledical Centre at Karen. The
details of the proposed project are contained below.

, ,,::.. l

NHIF SPECIALISED MEDICAL CENTRE AT KAREN

The Ministry of Medical Services has aligned its strategtc plan towards the realization of Vision

2030 and Millennium Development Goals. The vision envisages making Kenya a regional

provider of choice for highly specialized health care services and opening Kenya to Medical

tourism.

1
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!The opening up of the East African Region has presented unprecedented opportunity for

Kenya to demonstrate its dominance in provision of affordable quaiity health care services in

the region. presenly, there are only two referral hospitals, namely Kenyatta national Hospital

and Moi Teaching and Referral Hospital that offer specializbd 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 region that has a population of about 180

rriiilicn aeopie.

It is evident that Kenyans spend a lot of money in proouring pervices from oversqas hospitals'

Mosl of these:services are on commoh ailments that require renal trqnsplant, helrt surgery,

cancer treatrnent etc which could be done localty if facilities weF available. Furtherrnore; the

country looses in foreign exchange as they go out to seek those services'

From the foregoing, the current Health lndicator:s such as life expectancyl child mortality, the

ratio of health workers to the population have shown unfqvourable trends that are not

accepiable standards. These parameters can only be reversed with deliberate decisions by

Government and like minded partners that include the Private sector. The Government is

working towards bridging the existing identified gaps through a multifaceted approach.

The National Hospital lnsurance f uno luUtF) is at an advanced stage in implehentation of a

Medical Resource Centre of Excellence, in Karen, that encompasses a specialized Medical

vill
and a Training facility for the region in collaboration with willing partne(s)' This Centre v

serve Kenya and the wider Eastern and central Africa region in easing congestion that is

currently witnessed in the two national referral hospitals.

The Centre will include, among others, the following:-

t

1 Management Staff Training College to train hospital administrators in medical

2
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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

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 seryices that will include

dialysis and kidney transplant services, specialized cancer diagnosis, treatment and

follow up, bone marrow transplants, cardiac, cardiothoracic open heart centre.

Accredited Level 1 Trauma Centre. This"is the eentre that will be able to handle

complex emergencies particularly due to road and traffic injuries and other manmade

and natural disasters. Specialized pediatric centre will cater for complicated pediatric
'..

disorders of acquired or genetic origin.

ltlodern environment. Friendly Medical Waste Disposal System that will be able to

handle the waste in Nairobi Waste Facilities with ease and safety and reduce the risk of

spread diseases from recklessly disposed hospital waste.

Other ancillary facilities and infrastructure development e.g. administration blocks,

doctors' plaza,wards, staff, student and guest housing, kitchen, dining, stores etc.

The l\4edical Centre is estimated to Cost US $ 120,000,000
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DATED: l Bth March,2011
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OFFICE OF THE PRIME MINISTER

PERMANENT SECRETARY'S OFFICE

g

Fax No.: +254-(0)20-221087 6

Telephone: +254-(0)20-3247000

When replying pldase quote

h{
Ref: OPMI/INF/89/165

Mr. Richa$ Kerich
Chief bxecutive Ofjicer

National Hospital insurance Fund

NHIF House - CommunitY Hill

NAIROBI.

DearN\r. Ua,.n'ch',

Prime Ministe/s Building

P. O. BOX 74434-00200

Harambee Avenue

NAIROBI

Date: 28tn March 2011

o )
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,I RE: BILATERAL TALKS ON KENYA - CHINA DEVELOPMENT CO.OPERATION

Reference ii made to the above'subject matter which took place on 18th 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.

ln particular, the proposed National Hospital lnsurance Fund (NHIF) Specialised Medical

Centre at Karen Project was fonvarded to CDB for consideration.
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The purpose of writing is to request you to work together with the Development Bank of

Kenya to progress the implementation of the project through financing by the

Develo tB of China.

Yours

l

tS*rw
,#

a--'E,?
F
J
s
I
T

DR. ISAHAKIA, GBS

PERMANENT SECRETARY

CG: Mr. Victor Kidiwa
Chief Ex0cutive
Development Bank of Kenya

NAIROBI
t
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a1 :- YA ItUU:E
CATHEDRAL ROAD

' f) r-i Er.." ilr^lJ. rr,'i,iri

I]AIRCB!

7th April 2010{u*g
t?-

--l

tulr. Richar-d Kerich
Cliief Erecutlrre Offlcer
I'lational Hospita! lnsr-Lrance Fund
Nairobi

. ,' .\
RE: KAREN MEDICAL CENTRE 1 EiLNTTRAL TALKS ON KENYAJCHINA

DEVELOP MENT COOPERATIPN
.

We wisi-l to inform ycur that the Government has_held ciscussions with the Governnrent

of China on how to take foruuard:the inrplernentaiic'ir of Kai'en lvledical C."l:!= At the

meeting he.lcl on 'l8th [Vlarch.2011;.,between,thef,.t. Hon. Prime.Minister of Kenya and

the Vice iri-enier'of the ,Gp'rern,.nent of the Pecpleis' F.ep'.#lic 'of China and alsc

attenclecl hy the Chairman of the Developrlent Bank of China and the Chief Executive

Officer cf the Developrnent Bank of Kenya,. there was. cornrr'ritment ihat the project will

receive financial suPPort. 
:

Consequerrtly, the Ministry has tasked a team of Nliedical specialists to provide inprJt into

:;;trU. urrii.r proposal on the project to be submitted to the lead Consultants.

I would also like to bring to your attention that this was !Centifled as a flagship proiect of

the Health Sector in Vlsiorr 2030. You are therefore requested to tnove this process as

expeditiously as possible and in abiding by the relevant government regulations

governing projects of this nature.

letter is not only to secLtre your (NHIF) Board commitrirent and

errcy under this partnership but also to proceed and britig on

board all the relevant parli esl lved iri tlris project to take it to the next level

Ngari M.W. (Ms), CBS
PERMANENT SECRETARY

t

::)

.',1

't

.1ir

The purpose of this
concLrrrence as the Iead a

Copy to: Hon. Minister
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NATIONAL HOSPITAL INSURANCE FI]NL)

HEAD OFFICE
NHIF BUILDING, RA.G.CTI ROAI)
P O BOX 301.13 - 001C0,

NAIROSI
I

HF /C|969 VOL.ll126

ApriL 2l , 2011

Basetine Architects Ltd

P.O.Box 39928-00523

il I IDI-rElla!arr\!/tr'-

Dear Sir,

AbTh)(xr I?

,

CON THE OSED SPECIALISED M CAL CENTRE OF

EXCELLENCE AT KAREN LR.NO 7496817

The Kenya Vision 2030 intends.to make Kenya.the regional provider of choice for

highty-speciatized heaith care, thus opening uP "heatth tourism " as an incorne-

generating activity.

ln this regard, the .Government has iden.tified the above rnentioned project as a

ftagship project for the Heatth Sector in Vision 2030.

The Fund instructs you to tiaise wjth att retevant consuttants and bodies to prepare

detaited busjness proposaI and imptementation documents td refl.ect the current

scena rio:

Treat the matter with urgencY

Youp faithf utty,

ERICH
CHIEF EX ECUTIVE OFFICER

i'?

a:'i)
ilt:l

.,::.\

??A

4..'j

-
Tel: ?54 020 2723?55i8 080'n 221356,1 Fax: 2714806 :-maii:inio@nhif.or.ke, Wensite:wwv.nhii or.i'r:
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NATIONAL HOSPITAL IN5URANCE FUND

HEAD OFFICE ..

N-FIIF BUILDING, MGATI ROAD

P-O. BOX 30443 - 00100,
NAIROBI

' 6th February 2012

,rj

HF/Cle6el voL.ll/85

Baseli.ne Architects Ltd'
P.O. Box 39928,
NAIROBIj

urrtf,E lg
F

i::i

Dear Sirs,

RE: PROPOSED KAREN MEDICAL CENTRE OF EXCELLENCE.

Tender Action.

Reference is made to the fottowing:-

a) Letter ref , HFi Ci g69v0lj. 11/26 rJated 21't Api:i',. 7-01i ins[rr"rcting -vou

to PrePare a business Plan'

bi Letrer ref . l.lHlF/MED/1108/01.bs1. dated 24th August 20i1 forwarding

docurnents referred to in (a) above'

c) Advertisenrent'for Expression.of lnterest (EOl) dateci 7th November

2011 .

The process of evatuatjorr fottowiirg (c) above has been compteted' You ar-'

hei-eby irrstructed to [iaise with the rest of Lhe service prcividet's to finalize

arii-j foi vrai'ij teir,lel' ,lGCiilri;,rts ati'j bills oi qul;niities' l'oi li:ic;- ti'a;-' lCih
Fg!.r1r.1qtiy; 101 2, for frtrther- ac'tiL\n'

The terrcjer documents shout,c be cornPrehensjve ertouSh !o acltJress ait the

project conlgonents eiivisage'C undet' Build, Operate anci T;'ansfer (EQT)

arrangements as per ihe ici,;ertjsernetti t'eferyed tc aL\L\ve. Tiris siilui'd

inclu.ie brrt not timited to the fotlo''ving:-

a) Bitls of quantities and sets of drawjngs arrd schedules for prt:curing

coniractot'(s) conrpetitivety and qua'titatively'
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d)

e)

'ltender''documents f6r- fuH. op:er,ationalization prior to transfer of the
entire facitity.to the proponent(s). '

Ditto.for, technotogy. tranifer,and capacity buitding prior, during and
..,after operatibnatization period in .(c) above:

.4..' :Ditto for finance and financirig'arrangements.

Yours faithfulty,

Kerich
Chief Executive Officer
NHIF.

Copy to :

Project nlal.'ager,
CoStr,,,,is e .A.ssOCiateS.

You are advised to liaise vrith the undeisigned for any further.ctarifications.
The finat set of documents to be subrn:itted shatt be at teasi r"rin til
---- -i.1. .^.{ .^ --.E -E\ ..r ^ ^+ii- +^ - *r,- 
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HF / Cl 969 VOL. I l/ 86

The Perrnanent Secretary
Ministry of Finance
P.O. Box 30007
NAIROBI.

NATIONAL HOSPTTAL INSURANCE FUND
HEAD OFFICE
NHIF BUILDING, RAGATI ROAD

P.O. BOX 30443 - 00100,
NAIROBI

20th January 7012

A il usxG rf
i
I

Dear Sir,

Re: Approval of Project Concept and Feasibility Study for Karen Medical Centre
and lnstitute

r"]:l
,,1

il
ll:.-)

tl
(--1,rj
i--l

i:-:,-;,:)

fhis is a fottow-up of the communication to you by the Permanent Secretary Ministry
of . Medical Services in respect to the above.. Project vjde letter' ,Ref.

MMS/ADM/1/16tYoL11l(117)dated7thApril.7o11.

,tI

'l
i

'lri

"t
:i

...

The purpose of'this comrnunication is to submit the background concept paper and
the Feasjbitity Study report for the Karen Medical Centre and lnstitute in comptiance
with Legal Notice No. 38.of 7009.

Steps 1 and 7 of .the Pubiic Procurement & Disposal (Pubtic Private Partnerships)
Regutations 2009 (PPP. Pieparation and Approvat), related to the identification .and

feasibitity anatysis were carried-out and compteted over a period of tirne as

summarized betow.

ln r"ip".f to dteps 1 and 2, ..the Project was envisaged as a Heatthcare Resource
Centre in 2001 to be estabtished by NHIF in cottaboration with hospitats accredited to
the Fund to support detivery of speciatized medical services and capaeity buitding. l!
was scated-up to a Medical Centre and lnstitute in 2006 with a vieW to;

1. Support hospitats accredited countrywide,
7. Address l.leatth Sector chattenges outtined in the Ecbnomic Recovery Strategy

(ERS),

3. Expand access to quatity heatth seryices and,.
4.. Support imptementation of strategies necess3ry to reverse dectining trends in

heatth indicators

This was identified as a Strategic Health Sector Project and inctuded in the Kenya
Vision 2030 as the ftagship project for the heatth sector in June 2010 with a view to
establishing a Medical Centre of Excettence in, tine with 1994-2010 Heatth Sector

,i
l,.i

fi.,.)

i;.:. t
i4i

i::.;,

I



,,|:.

sir
.t

,

Poticy Frameworks, Health Sector Strategic Ptans 2000-2004 and 2005-2010, and Vision
2030.

Accordingty, the Medical centre was re-designed to speciatize on pediatrics,
reproductive heatth, cancer, renat, oncotogy, cardiac (cardiology), neurotogy,
hernatotogy, dermatotogy, dentaI care and dentat surgery, speciatized surgery,
physiotherapy and day care Centre. lt atso inctuded medica[ and pharmaceutical
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Feasibitity Study, update of the designs and business plan were carried,but between
ivira.! Giid ilovember ?A1'i. The feasioiiir,v stud-rr inciuded assessment ot'ilne oeinanc.
naiur" and levets of medical services to. te provided, target segment of the
poputation, the scope and the teve[ of infrastructure to be devetoped, pretiminary
estimates of the capital investments and expected revenue.

The Feasibitity study r.ijcommended a model medical institution that consists of :

The Medicat Production Centre,
The Medical Education Centre (lnstitute), and
Administration Offices arid support facitities. i:

;r

m6dets, it was

1

7

3

4
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With the experience of Iocal and internationaI best practice
recornmended that the Centre witt operate based on quatity and competitive services
at economic rate in order. to maintain sustainabil.ity and the capabitity . for
ir.nprovements over the years in atl areas of service detivery.

ln addition, the feasibitity study indicated that the total project costs witt be USI 267
mittion; covering att the components that inctude the cost of land and maintenance,
tonsultancies, project management, construction, equipment, furniture, furnishings,
and the cost of finances. The feasibitily study indicated further that annual income of
US S 39 mil,tion witt be expected at the cornpletion of the construction and necessary

Various consuttations have been carried-out in respect to possibl.u ,ouiio", of funds for
construction, equipping the Centre and carrying-out necessary capacity buitding. ln

view of these consuttations, the Government recommended that mechanisms be put
in ptace to. secure funding from the devetopment co-operation pact of China
Devetopment Bank (CBK) and Development Bank of Kenya (DBK). Accordingty, the
primary concern is to identify construction agencies that wit[ be abte to access such

tine of credit at competitive rates for Buitd Operate and Transfer at a reasonabte
period.

For the purpose of the steps 3, 4 and 5 of the PPP Regutations; namety submission of
the project concept and feasibitity report, consideration by the Steering Committee
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and submission of a Joint Cabinet Memorandum to the Cabinet, we attach to this
letter the Project Background and the Report of the Feasibitity Study for your
consideration and approvat.

The Fund witl be prepared to provide any additional information that may be required
for the purpose of addressing this Project expeditiousty.

Yours faithfuIty,
,li

L. Kerich
Chief Executive Officer

cc. The Permanent Secretary
. Ministry of Medical Services

P.O.Box 30016
Naiiobi.
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NATIONAL HOSPIIAL INSURANCE FUND

HEAD OFFICE
NHIF BUILDING, RAGATI ROAD

P.O. BOX 10441 -00100,
NAIROBI

I

I

HF lCl969 Vot.ll/99

Aprii 17,7017

The Director
Public Private Partnership
Ministry of Finance
P.O. Box 30007-00100
NAIROBl.

\.'l Dear Sir,

RE: PROPOSED KAREN MEDICAL CENTRE AND INSTITUTE

This is further to the communication Ref.HFt.Cl969 Vot.lll86 dated 20th January 7017

and the Meeting hetd on 17/4/7012 in your Office.

Accordingty,attached is the copy qf the communication on 20th January 2012 with
retevant annexes that inctude the .letter from .Permanent Secretary, Ministry of
Medicat Services, copy of the feasibitity study. and 'the business ptan that were
commissioned by the Board.

You faithfutty,
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L.KERICH
CHIEF EXECUTIVE OFFICER

Attd.

Tel: l5:01i, 2723:55ir 0800 221 -?564 Fa;r: 27.14806 Emiiii: rnioiQnhii.or.i<e, website: v'lnrw.nhif ,or.i<r
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. .PROJECT BACKGROUND.AND GONCEPT

PROPOSED KAREN II'IEDIGAL GENTRE OF EXCELLENGE
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1. PFJAMBLE

The Medical Centre of Excellence was proPosed initially in 2001 as Healthcare Resource

Centre to be establirirJ uy the National Hospital Insurance Fund (NHIF) in collaboration with

strategic hospitals accrediied to the Fund wiitr a vjew to support^ delivery of essential medical

,"rui"lr, medical education and capacity building for various professionals in the health sector'

More specifically, KMCI was initiated ih response to challenges experienced by members of

}{rm i"a the htspitJs Lcredited to NHIF that included limited access to quality medical

,"*i""r, scope of tfre facilities and services that have persisted in the health sector.

In 2006, it was scaled-up to a Medical centre and lnstitute with a view to 1) support hospitals

accredited countrywide 2) address health sector challenges in outlined in the Economic

R""ou"ry Strategy (ERSI 3) o<pand access to quality health services and 4) to support

i:rp!enentarion oi -qtrategi"-* n"".isury to rerrerse Cec!ining trends in health indicators.

It was identified as Strategic Health Sector Project and included in the Kenya Vision 2030 as

th" nugst ip project for the health sector in June 2O 10 with a view to establish a Medicai Centre

of gxcltiencl in line with 1994-2010 Health sector Policy Framework, Health Sector Strategic

Plans 2000-2004 and 2OO5'2O1O,and Vision 2030'

The Centre is located in Karen, about i? Km from the Nairobi CBD, on approximately l0

n""t*", pi""e of land owned by NHIF. In view of the foregoing, it has been designed to consist

of (f ) fn" Referral Centre (2) The Medical^Production Centre aud (3) Tn*e Medical Education

C"ot " 
(lnstitute), and (a) iiministratiou Offices agd support facilities. These facilities will

occupy approximateiy 1551000 square metres'

2. KAREN MENICAL CENTRE AND INSTITUTE

As indicated, the Healthcare.Resource Centre was scaied-up to a Medical bentre in'2006 in

"ia* 
i" 

"aar"r, 
gRS and the need for the Fund to support ixpanded access to healthcare and

strategies to reverse deciining tends in health_indicators' In.the year 2010/2011, the Medical

Centr! was included'in The K"ry. Vision 2030 as one of the flagship projects in the health

sectoi with a view to establish a third referral hospital and a model centrg ,of excellence in

Kenya.

With these developments, it was proposed that the medical centre should be re-designed to

.p""irfir" on pediutri"s, reproduciive health, cancet, renal, oncology, cardiac (cardiology),

nl,.,rology, hematblogy, dermatology, dental care and dental. surgdry,. specialized.surgery'

physiotherapY and daY care Centre

It was considered also that the Institute will give p-r]oriry and even high attention to expanded

development and production of nurses, clinical bfficers and doctors as part of the efforts to

address acute and persistent shortage ofthese cadres ofthe medical personnel'

In addition, it was considered that the lnstitute will give equal priority and attention to

expauded st<itts ana competencies of tbe heaith/medical administration, accounting and

financial management with a view to address a wide range of challenges related to

adrriinistraJion and financial management in medical institutions.

3. THE NEED AND THIT RATIONALE

As indicated, NHIF and accredited strategic hospitals proposed to establish a rnodel speciaiized

medical centre and institute as part of the effort to address,chaiienges related to increased and

diversified diseases, poi-icy dirictions, limited and inadequately maintained medical facilities,

inadequate and inconsistent suppiy of drugs, and limited suppiy of quaiified human resource,
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The envisageci model cenue is intended to serve es a teaciring and referral hospital and to

support at least levels 5 and 4 of the medical delivery institutions in Kenya thereby

complementing the capacity and the efforts of the present referral medical institutions in
Keniq Kenyatta National Hospital (KI.[II) and Moi Teaching and Referral Hospital (IV{TRII).

lndeed, available reports (Strategic Plan, Ministry of Medical Services 2008-2012; The Review of
the KHPF 2010; and Health Sector Shategic plan II 2005-2010) indicate that the existing

rnedical faciiities 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. Tbe infant rates increased frorn 5 I ln 1992

io 7j 'n 2003 and under-five mortality rates increased from 74 to l15 over the same period.

Life expectancy declined from 60 years in 1993 to less than 50 in 2003. These trends applied to

practically ail the health indicators.

The reported reversal of the progress and continued decline of the health outcomes has been

attribrjted to a number of factors that include congesti6n and limited access to the medical

facilities, iimited and inadequateiy maintained infrastructure, eroded level of medical services

provided, lack of adequately trained medical and administration personnel, limited budget

illocations to the health sector, increased poverfy, adoption of the user fee and increasing

emergence of new disease challenges including filVlA.IDS {ryPBRA 2004, Strategic PIan,

fvtnisr-y of Medical Services ZOOS--zOlziThe Review of the KI{PF 2010; and Health Sector

Strategic plan tr 2005-2010).

Besides increased and diversified diseases, limited and inadequately maintained infrastructure,

persistent shortage of health/medical personnel has been described as "the crisis in human

i"rou."", for health" jn most of the sub-Saharan African countries (WHO 2006a p.l1). Indee4

the HRH crisis .i-u Kenya has become a major challenge for health service delivery and for

actrieving the health-related Millennium DeveloPment Goals.(I'IHSSP'I 2000-2004; NHSSP Ir-

200s-201 0).

With the WHO threshold index of 2.5 health workers per.l,000 population; and countries with

Iower indices defi.ned as being in critical shortage of HRH (WHO 2006a). Kenya is one of the

57 countries with acute shortage of rnanpower of which 36 are in the sub-Saharan Africa (SSA)

and experience a shortage of over 2'4 million.health workers.

Most of the medical facilities accredited to the National Hospital Insurance Fund Q'I-HIF) have

expressed this cribis persistently leading to the proposed establishment of the Karen Medical

Centre and lnstitute.

ln addition, series of structural.adjustment witnessed bet*een 19905 and 2010 have continued

to increase the leveis of shortages on various cadres of health/medical perionnei. The iq
National Health Sector Strategic Plan of the KHPF (NHSSP I, 2000-2004) emphasized the

decentraiization of the health/medical services resulting to more acute shortages of qualified

personnel.

Between 1988 and i000, Disticts increased from 4l to 71 and precipitated establishment of 30

new. Ln 2009 the Administrative Districts increased again to'149 leading to establishment of
additional 78 district hospitals in the new districts; resulting 1o 108 district hospitais most of
which continue to experiince varied challenges including shortage trailed personnel, relevant

equipment, irfrastruchue 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 establis\ed under Constituency Deveiopment

funa iCnfl within a period of fwo years without corresponding increase ou the qualified
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humaa resources. The shortages of qualified staff increased drastically with the derrand for
nursing staffincreasing by 2,996 within those two years.

With these structural changes, the additional demand for nurses has bee,n estimated, by various

reports, to be between 12,000 and 1 5,000 nurses in the neld five to ten years.

Fruthermore, the new community health initiative tbrough KEPH has led to the creation of
positions for Divisional Heaith Officers and Commr:nity Health Extension Workers (CI{EWs)
that has'generated demand for 15,200 additional nurses as CIIEWs and 1,200 as divisional
nursing officers, resulting to 16,400 new nursing positions.for community-based health care.

Karen Medical Cente and Institute have been designed with a view to address these challeuges,

to provide specialized services related to pediatrics, reproductive health, caacer, renal,
onrllogy, 

".rdi"" 
(cardiology), neurology, hematology, dermatology, dental care and dental

s-drg?Ir) sr.:igery aaCphysicti:elap;,,; and to expa::d the production ef trail=,1 Dersoil:el i:: the-<e

and relateri areas.

More importantly, it will also address the cogcetns of the over 500 acqedited medicai
institutions on aspects related to human resource development It will give priority and high
attention to expanded development and production ofnurses, clinical officers and doctors as

part of the efforts to.address acute and persistent shortage of these cadrqs of the medical
personnel.'

It was will.give a-lso equal priority and attention to expanded skills and coinpetencies of the
health/medical administration, accounting and frnincial rnanagement with a view to address a

wide range of challenges related to administation and financial maaagement in medical
institutions.
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1. FEASIBILITY STUDY AND UPDATE OF TEE DESIGNS

The feasibility study, update of the designs and the business plan were carried-out between
May and August 2011.

The feasibiiity study inciuded 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 ofthe capital investnents 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 i(aren Medical Centre can support their operations.
The hospitals that were visited and/or interviewed included Kenyatta National Hospital (KNH),
Moi Teaching and Referrai Hospital (MIR[I), Provincial Hospitals, Nairobi Hospital, Aga
Khan University Hospital, Pandya Hospital, Machakos District Hospitai, Kilifi Disrict Hospital
ard Diani Beach Hospital.

A number of conshaints, chaliengeS, and ways in which Karen Medical Centre can Suppbrt the
operations of the hospitais accrediteciNHIF and the general hospitals in Kenya were identified
through lhe survey. The resulting experiences and challenges were subsequently.used to refiae
and update the designs.

The best practiie medical schools were considered for the purpose of benchrriarking, improved
desip and updating, exchange. of experiences, exchange of programmes and;accreditation.
Among the international model institutions that were considered include McGill School of
Medicinb and Johns Hopkins School of Medicine. Local institutions that included the School of
Medicine (Moi Univeisity), Moi Teaching and Referral Hospital (l.yfTRlI), Aga Khan
University Hospital. Strathmore Universify, Kenya Medical Training College (KMITC) were
considered and visited with a view to establish possible collaboration network.

ln addition, attention was given to Kenya Poiytechnic University College and Mombasa
Polytechnio University bollege because of various training progmrnmes in medical siiences,
mediial technology and pharmaceutical technology and management.

2. COLLABORATIONNETWORK

The consultations and visits that were made led to expressed willingness for extencied
collaboration network. Among the institutions that expressed willingness for collaboration
network include School of Medicine (Moi University), Moi Teaching and Referral Hospital
(MTRII); Strathmore Universify, Kenya Polytechnic University College and Kenya Medical
Training Coilege (KMifC).

The services that caa be commenced with institutional collaboration framework include

1

I

G

D

5

I Extended Nlffi Membership education

Jhe primary objective will be to carry-out civic education and sensitization of the public on tle importance
and scope of NHIF services.
MTRF{ has demonshated that patjents with NHIF membaship have much less problem in securiag
medical services at the institution.Large proportion of the population have limjted andlor no lcrowledge of
NHIF.

) lmproveri skills snd Competencies for various cadres of the Hospital Adminisfation. Avajlable data
indicate that administration of the medical facilities continue to be a oaior challenee.

3 Improved skills and Competencies for various cadres of the Hospital Financial Management. Simitarly,
avai.lable data indicate that administration of the medical facilities continue to be a major challeaee.

4. Adequate space and iutcgration 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 efficieacy in the delivery ofmedical seryices.

5 Enhanced caoacity for the Radiolosy Deparfirent by addine a 32 slice CT Scan ard MRI couioment.
6. Adeguate space, location and integratiou for the Laboratories Department. Ihc present location is limited

and Dot appropriate for tbe Department and particularly tbe Blood Trancfirsiorl Unit.

In particula, the Blood Transfirsion Unit should be modemized and expanded to address the needs for thc
Referral Hospital and Western Satellite Medical lnstitutions.

7 Prosressive Expansion of ICU aod HDU. At present, these faciljties are substantially small for the MTRFI



the region and population-

ICU n-ceds to be cxpande<i progressiveiy to at lcast 30 and HDU oeeds to be expanried from 6 to at least 20

beds.
for babies ir tandem8. ion of

3. I]PDATE OF TIIE DESIGNS

Based on the feasibiiity study and further consultations, the designs completed in 2005 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 (card.iology), neurology, hematology, dermatology, denfal care and

d"ntal su.gery-,- specializ"d srrg"ry, physiotherapy and day care Centre. [t include medical and

pharmaceutical production unit.

It was also designed to include extended the medical education centre with lecture theatres,

seminars rooms and library and hostel facilities'

4. COMMERCIAL AND COMPETITWE 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 o.d"r to maintain sustainability and the iapability for improvements over the

years in all areas of service detivery.

The centre and its operations will be stmctured in ways promote responsiveness to the

population dynamics; hends in disease patterns, techng!9Sf nroSress, economic conditions and

market forces and maintaining at minimum most of the chailenges. that have had negative

i-p"" on tie quatity and competitive services at economic rate ia the existing medical

institutions.

5.GOVERNA.I\CE,ADMIMSTRATION'ANDORGANIZATION

It will be noted that there are various ways to incorpdrate medical iristitutions. KNH was

established with Legal Notice 109 1i87, Itt'IRH Legal Notice 78 1998 and KMTC Legal

N",i*. i4 1994. Na#;i ri"spit"r, pdndya Hospital, MP Shah Hospitai and Aga Khan Hospital

were incorporated as league of associations.

One of the best and viable models is thc Open University.Malaysia (OIIM) that remains partial

public institution owned by a consortiurn of 1l public universities in.Mdiaysia that leverages

ihe quality, prestige and capabilities

In keeping with the besl practice models, it is recommended that the Karen y1.dfl Cenhe and

rnrtitut" 6OAcU be incorporated as league of association ionsisting of NHIF, accredited

hospitals and best practice medical schools:

Ln that incorporation, a Board of Trustec *in U" established consisting of NHIF, strategic

hospitals, medical schools, and Leading Medical Manufacturers.

It is cnvisaged and recommended further that administration will be provided Uy fti Director

a;;, D"irectors, Deputy Directors, Registars and Coordinators.. The organization of
professionais will consisi oi lech:rers, doctors, clinical officers, nurses, various'pharmaceutical

staff and support stafi
6. IMPLEMENTATION PLAN

The design provided and envisaged 5 years ofconstruction and capacity building, from 2012, 5

years of the-grace period and 20 years of the capital repayment period.
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Accordingiy, the implementation in the ln 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, humar resource development and iaitial
services.

ln conformity with standard procedure forsuch projects, the 2nd set of 5 years are provided for
the grace period improved deiivery of services, enlancement of the operational capacify and
consolidation of the various reyenue 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 sowces. Indeed, the repayment of the capital investrnent is expected
to commence at the beginning of the 11s year, i.e.202212023.
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The summ of the construction od and loan ln

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 iarget of four (4) years and
additional one year for quality assurance and control.

It was envisaged further that the capacity building will be commenced in srnall scale even prior
to the construction and.sustained at expanded rate throughout the construction period i4 ways
that facilitate commtjncement of fuil operations in January 2017.

Accordingly, it is expected that the grace period between 2Ol7 and, 2021 will witness full
operation of the various components of the Karen Medical Centre and Institute

7. SOCIAL ECONOVUC BENEX'ITS

It will be recall that the core benefits wili include established Medical Centre and lnstitute that
wili support speciaiized medical services, medical and pharmaceutical production, and medical
education for various the cadres of manpower in the healtb/medical sectors.

Over and above the core benefits,.the institution will constihrte a modern medical facility,
infrastructure and a developed properry estimated at over US$ 300 milljon at completion of the
project. It is also estimated that atthe end of the twenfy (20 years) period, the property value
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2012-2016 2078-2022 2023-7042

Comnonent t 2 3 4 5 6 7 8 9 l0 ll t2 l3 l4 t5 l6 17 l8 l9 1n 21 41t42

I Medical Centre

2. Medical Education

Administration

4 Production
Collaboration
/Personnel Dev

6.
Medical
Eouioment

I Medical Centrc

2. Medical Educarion

Administration

Production

E
Collaboration
Personnel Dev

6.
Medical
Equipmeot

7 Loan Repayment
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wiil be in excess of US $ 700 miilion and expecreci to have incremenrai vaiue over the next 100

years of predicted economic lifespan.

In addition, it witl have other secondary benefits that will include expanded employrnent

opportunities, technology tansfer, 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 ilclude the cost of [and and maintenance, consultancies, project management

construction, equifment, furniture, furnishings, and the cost of finances

9. THE OVERALL PROJECT RETURNS AND VIABILTTY

It was recommended that the Cenhe wiil operate based on quality and competitive services at

economic rate.

It was aiso recommended that capacity building measures be carried-out aiongside 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 atthe commencement of the operations'

Based on the various services to be provided at the completion of the conskuction 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 gutgoings and operational costs.

Based on various reviews, avaiiable data and projections, thb annual outgoings and operational

costs will be approximately 75Yo of the gross reyenues. The initiai 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 borrpwing at the interest rate 5o/o per annum. The

tdrrr"" of twenty percent (20'/") should be sourced locally at prevailing commercial lending

rates.

lndeed, because part of the locai component has been canied-out amounting to over US$

17,931,981.49 (KES 1,380,762,574.96) or-about0Tyo of the estimated project costs, it will even

be more prudent to consider 7070 external borrowing and 30% iocal mobiiization of resources.

Accordingly, the external borrowing will need to be directed primarily to constmction,

"xpu.nsion, 
supply of medical equipment, .development of staff and service delivery (capacity

building).

11. TIIE CONSTRUCTION AND GRACE PERTOD

It was recommended that the grace period for the project will be five (5) years after the

construction and installation of operational equipments in conforrnity 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 consoiidate the various revenue streams to achieve viable threshold. The

surpluses th"t *uy be reaiized 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 fina::cial and economic
downturns

12. TIIE CAPITAI IN\'ESTiIIENT AND LOAN REPAYMENT

As indicated in the project plan, the repayment of the capital investment is expected to
cornmence at the beginning of the I lth year, i.e. 202212023 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 SYo per annum over the loan period.

Loan repayment scheduie: Loan Amount Kshs 23,577,748,044.90 (including the costs for land,
construction and finance). Additional 10-15% contingency wiil need to be considered to
support particuiarly the collaboration networi</infrastructure.

13. CASH FI OW, F{}TT PFSSE}IT VALUE AND INTEF}IAI, RATE GF PJTUP}I

The cash flow and the net present value from the various income streams indicate the break-
even point to be between l8o/o and 19% of the rate of interest. The Intemal rate return (IRR)
was determined to be 18.23%.

The average annual rates of retum (profitability) over the period of twenty 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 implemenLation framework.

1.5. RECOMMENDATIONS AND WAY FORWARD

1. Medical Centres and Institutes of Excellence

It was noted that various medical centres of excellence have been initiated by various
institutions including the Aga Klan University Hospital and MP Shah Hospital, It was noted
also that Moi University and MTRH have made plans to establish centres of excellence in the

EIreas:

Accordingly, it was agreed that these units can be impiemented in tandem with the Karen
Medicai Centre and Institute.

h addition, it.was agreed that MTRH, School of Medicine (MtI), and NHIF will need to put in
piace a coliaboration framework that would faciiitate phase and/or simultaneous deveiopment
of these centres of excellence for the purposes of expanded access to quality health and medical
services in the coun-try

7,. 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 implement6d with a view
to establish a faciiity that specializes on among others pediatrics, reproductive health, cancer,
renal, oncology, cardiac (cardiology), neurology, hematology, dermatology, dental care and
dental surgery, surgery and physiotherapy

f
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It should aiso encompass an lnstjrute that wiil provicie a wicie range of medicai educarion and

research with prioriry given to expanded development and production of nurses' ciinical

officers and doctors as 
"part 

of the tffortr to address acute and persistent shortage of these

cadres of the medical Personnel.

The lnstitgte should also give equal priority and attention to expa:rded skilis and competencies

for the health/medic* aatinistration, accounting and financial management with a view to

address a wide range of challenges related to administration and hnancial management in

medical institutions'

3. Business Model

Whereas it will be part of the national resource in health sebtor, it is recommended that the

C;;;J ioriitut" r.irould operate based on quality and competitive services at economic rate

in order to maintain srstainuuitity and the capability for improvements over the years in all

areas of service delivery.'.tl
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!?-:,tt- 4. Collaborition Network

In view of the fact that the Cente and Institute were.intended to support over 500 ho.spitals

accredited to the Nationai ttorpit"t Tnsurance Fund (NHIF), the need to be a referral faciiity and

the centre of excellence, it is recommended that the Centre and institute should maintain strong

il;H;;;";i;t"fixiond collaboration network with strategic partners and industry'

The immediate collaboration should involve School of Medicine Qvfgi 
U{v.ersi9' Moi

iau"hiog and Referral ff;pi"f (MTRH), Str-athmore University, KenyaPolytechnic University

College and Kenya fr,fJiJ"f f.aining 6o11ege (KMITC) that have already provided varied

levels ofsupport.

ln view of the above.observation, it.is recorrmended further that NHIF should put in place a

collaboration f.am"work n"""rrrry for competitlvg and complementary delivery of s-ervices'

Such framework will facilitate corrmencement of the service delivery at the shortest time and

in economic waYs.

in addition, the centre and lnstitute should be structured and maintained in ways that promote

,"rpoorir"n"ss to the population dynamics, kends in disease pattems, technoiogy progress'

economic conditions and'market forces and maintaining at minimum most oi the challenges

that have had negative impact on the quality and competitive services at economic rate in the

existing medical institutions.

It.was also noted and agreed that there were areas of immediate collaboration between NHIF

Karen Medical CenEe and and Moi Uni KMTC that include

The five (5) years construction and capacity building period, the 5 years grace period.and the

Uenqu lZbj ye*s for the capital repalment periocl will need to be adopted and maintained

largeiy because of the need io aeuvei tne envisaged t:Ii":t at the earlie-st.opportunity' the

;;;J i", the ensure tnii tne institution will be in a position to sustain the delivery of services

*a *r" repayment of the capital investrnent at the same time'

i

I

I

!

:

i
l

I

1

l

l
;

I

I

I

I

I
I

,l

I
I

I

l.-l

j'r

I NHIF
various cadres theforand2.

ofcadres thethefor Hospitalandskiils Competencicslmproved
standardization

3.

of the4.

5
of6.

10



6. Project Returns and Capital Investment

It is recommended that capacily building measures be carried-out aiongside the construction in
order to bring the project to substantial operational Ievels, average of 70"/", at the
completion of the construction.

In view of this recornmendation, it is projected that the annual i-ncome 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 milton; covering all the components that inciude the cost of land and mailtenance,

"6n5ultencies, 
project management, construction, equipment, furniture, furnishings, and the

cost offinances.

7 ri,.-;:-c i./t^;.! i---=*-,=s*in- c-.! i1r=-e >ori^;
^ 
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It is recommended that eight percent (S0%) of the project costs be secured through extemal
borrowing at the interest. rate 5Yo per aDnum and the balance. of twenty percent (20%) be
sourced localiy at prevailing bommercial 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%o of tbe
estimated project costs, it will even be more prudent to consider 70Yo exlemal borrowing and
30% local mobilization of resources.

Accordingly, the external borrowing will need to be directed primarily to construction.
'expansion, supply of medical equipment, development of staff and service deiivery (capacity
building).

As indicated, it is recommended further that the 5 years constructionr./capacity building period
and the 5 years grace period be adopted and maintained in order to enable the faciiity to
consolidate the various reveaue streams to acirieve viable threshold, .

8. The Capital Investment and Loan Repayment

Based on the viability anaiyses, sustailabiliry among other considerations, it is recomrnended
that the repayment of the capital investnent be commenced at the bbginning of the tle 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 5Yo per amrun in order to maintain better levels of
vi abiiify and sustaiaabiiity.

9. Expanded Iufras{ructure and Facilities

The updated designs and envisaged services indicate the need for expanded infrastrucfure 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 Implementation and Management

It is recommended that the NHIF and its strategic 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 Coordiaation Office to provide
coordination and supervision of the implementation of the project.

The Project Coordination office will work closely rn'ith 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 includc-designs

partioularly for the expanded iotr"tt 
"to", 

supervision of the-conshruction ard related quality

Lr**"",'t*rition from construction to operations, capacity building and dcvelopment of the

nstwork infrastructure

The project Coordination office, the project manager and the consultant strould have the

i"rpo*i6ifty to enforce thc vision, set standards and quality assuran@ mechanisms, targets

and gradual scaling up of the scrvices.
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MAJOR PUBLIC PAR
COMPONENT NHIT' PRTVATE SECTOR

PARTNER
Design risk
The Private parfy 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 lf the facility which
does not meet the required
performance standards

responsible for designing the
goods or services to meet a
specifi ed level. Contractually, this
typically mearu 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.

yate party shall be

2. Construction risk
TL5 --:,,^+a -^+,, ^L^i! i-- -^^,,;--j

to construct a iaciiity accorciing to

[performance specifications and a

tirne schedule. In the contract, this is
often deait with by letting the

. private party bear all costs of
meeting specifications and schedule

' requirements.

The private parfy shall
required to const!-lct a iaci.irt;r

"^"n.rii-. tn ina't'n-o-^-
--ee- 

e-.ro

specifications and a time
schedule. In the contract, this is
often dealt with.by lefting the
private parfy bear all costs of
meeting specifi cations and'

schedule requirements.

3. Site risk
The risk relates to underlying site

. conditions and soil contamination
and results in clean up costs,

addition consfuction bosts or
frustration of contract. The risk is
borne by the procurement entity if it
has provi{ed the site or by the

. private,party where such party.has

been iesponsible for obtaining the

site.

conditions and soil contamination
and results in clean up costs,
addition construction costs or
frustration of contact. The risk is
borne by the procurement entity if
it has provided the site or by the
private parfy where such parry has
been responsible for obtaining the
site.

The risk reiates to ying site

4. . Operating risk
The private party is allowed full
conhol over operating costs,

including stafi-rng numbers and

levels. Conbactually, the private
party shall be made responsible for
ali 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 rneeting specifi cations and

schedule requirement

The private party is allowed full
conhol over operating costs,
including staffing numbers and
levels. Coatractually, the private
parry shall beriade responsible
for all operating costs and shall be
expected to absorb all increase
except where such increased costs
arise from discriminatory change
in law oi increase in tariffs and
ielated taxes in regulated
industries. The servicE provider
sha.ll bear ajl costs of meeting
specifi cations and schedule
requirements.

5. Dernand risk
The private parfy's revenues depend

on the wiliingness 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

depend on the wiilingness and
ability of users to purchase its
services or goorls. Contiachrally,
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

The prrvate parly's revenues

13
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where the PPP cioes not seil directiy

to end users, the demand risk shall

vest in the procuring entity.

ciemanci risk shail vest in the

procuring entity.

6.' Tariffs risk
ln regulated industies, 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 tariffs may not be

adjusted automatically and hence

need to agree on measures to deal.

witr sitr:ations such as tax inereases

that rnay affect the project's

fi nancial viability adversely

In regulated industries, paymenb
for the goods or tariffs for thc
service are often set by the

Government or the sector
regulator. Contractually, the
private party shall accept that
tariffs may not be adjusted

automatically and hence need to
agree on measures to deal with
sifuations such as lax increases
that may affectthe project's
financiai vidbiiiry adversely.

7. Collection risk
ln some public private

partnership's, the private party some

public private partnership's, the

private par col lects tariff revenues

without any collection rate

. guarantee from the Government,

while in others, the private party

sells to the procuring entity. In the

. first scenario, contrachlally, the

private parfy shall bear all the goods

risla for collecting revenues from
users ofthe goods or services, while

the collection risk in the other

scenario shall rest with the
' procuring offtaker.

In some public private
partnership's, the private parly
some piblic private partnership' s,

the private par collects tariff
,"r.nu"s without any collection
rate. guaranteE from the
Government, while in others, tht:

private party sells to the procuring
entify. In the first scenario,

contractually, the private parly
shall bear all the goods risks for
collecting.reveriues Aom userS of
the goods'or sdrvices, while the
collection risk in the other.

scenario shail rest with the

procuring offtaker.

Credit risk
The private party shatl solely be

responsible for paying its debt and

the Government shall make no debt

investment. The private party shall

be responsible for its debt and debt

service.

The private party shall solely be

responsible foi paying its debt
and the Gbvernment shall make

no debt investmint. The private
party shall be responsible for its
debt and debt service.

9. Force Majeure risk
Force Majeure refers to events or

circumstances that affects either

party to the public private

parhrership and are not wittr.in the

reasonable control (direct or

indirectly) of the party affected, and

which cannot be prevented., avoided

or removed by such party acting in

accordance with prucient operating
. piactice such as acts of war, acts of

God, epidemics, explosions,

national wide labor disputes like

stikes or lockouts and change in.

Generally, if a parry is prevented

from or delayed in performing an

obligation by reason offorce

Force Majeurc refers to events or
circumstances that affects either
party to the public private

.parhrership and are not within the

reasonablc control (direct or
indirectly) ofthe party affected,

and which cannot be prevented,
avoided or removed by such party
acting in accbrdance with prudent
operating practice such as acts of
war, acts of God, epidernics,
explosions, dational wide labor
didputes like strikes or lockouts
and change in. GenerallY, if a

parly is prevented from or

delayed in performing an

obligation by reason ofJorce
majeure the affected partY shall
be relieved from the
coosequences ofits faiiurc to
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majewe the affected party shall be

relieved from the consequences of
its failure to perform that obligation;

and shall be allowed time extension.

perform that obligation; and shall
be allowed time extension.

10. Political RiskinciudinE
discriminatory change in law

Political risks include events or

circumstancei arising from an

action or inaction of the goverrlment

or any Governmental authority

exercising authority over a party

which adversely affect the public
private partnership such as'

blockade, embargo, riots,'
J:---l-:--.--. -L---^ :- l^,.,
UiJliiiliiri6!Ui / !iI6ilE. Iii lsirt

expropriation and non renewai oi
revocation of project licenses

without default on the part of the

private party. The pblitioal risks

shall be best placed with the

Government

cal risks events or
circumstances arising from an
action or inaction ofthe
government or any Govemrnental
authority exercisin g authority
ovef a party which adversely
affect the public private
partnership such as blockade,
embargo, riots, discriminatory
chauge in law, expropriation and '

non renewal or revocation of
.nrnienl lincn<es rrrifhnrrt rlefatlt
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The political risks shall be best
placed with the Government
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NATIONAL HOSPITAL INSURANCE FUNC

HEAD OFFICE

NHIF BUILDING, RAGATI ROAD
P.O. BOX 30443 - 00100,
NAIROBI

30th Aprit ZO1?
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HF/C/969 VOL.il/ (10s)

Ngari M. W. (Ms.)CBS

Permanent Secretary
Ministry of Medical. Services
Afya House

P. O. Box 30016-00100

NAIROBl

Dear M*oJ,

I Advh, €,xE ?-t

i, I
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RE: IIIPLEMENTATION OF CABINET DECISIONS ON MAY 3. 2C09 ON

NHIF MEDICAL RESOURCE CENTRE NAIROBI

Reference is made to your tetter ref: MEET/37/A/YOL.llll17 dated 27th Aprit
7017

iir lire w'ith the recommendation of the Ministry of Medical Services on. the
iCentification of the Proposed K;rren Medicat.Centre of Excellence and lnstitute as

a flagship of Vision 2030, the Board of NHIF has. addressed the subject matter as

fottows: -'

THE PROJECT AS A FLAGSHIP FOR VISION 2O3O

Tl-te Board of NHIF comrhissioned Consuttants'to prepare a detail.ed concept paper
and imptications of the proposats outtined by the Government on the Project.

1.1.1 REPORT

The design composed cf (1) fhe Referral Centre (2) The Medicat Production
Centre (3) The Medical Education Centre (lnstitute), (+1 fne Administration
Offices and support facjtities expected to occupy approximatety t55,000 square
metres.

a) Proposed Resource MedicaI Center

ln the year 2010i7011, the Medicat Centre was adopted in The Kenya Vision 2030
as one of the ftagship projects in the heal.th sector with a view to estabtish a
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mode[ centre of exceltence and a third referral hospital in Kenya in cottaboration

with existing and promising teaching and referra[ institutions among others.

With these devetopments, it was proposed that the modet medical centre should

be re-designed to speciatize on pediatrics, reproductive'heatth, cancer, renat,

oncotogy, iardiac (cardiol.ogy), neurotogy, hematotogv, dermatotogy, dental care

and dental surgery, speciatized surgery and physiotherapy among others.

It was considered atso that the lnstitute wil.l, give priority and even high attention
to expanded devetopment and production of. nurses, ctinical officers and doctors

as part of the efforts to address acuti and persistent shortage of these cadres of

the medical personne[.

witl, give equal prioritY and
i,--.- nf +i16 h=: i;ir i n-r=,ii,-ai
:Lj

ent with a view to address a

wide range of chattenges retated to administration and financiat management ln

medicaI institutions.

b) The Need and the Rationate

The proposed Medical Resource Centre had been designed to provide speciatized

services retated to pediatrics, reproductive heatth, cancer, rena[, oncotogy,

cardiac (cardiotogy), n.euro[ogy, hematoIogy, dermatotogy, dentaI care and

dental sLtrgery, surgery and physiotherapy; and .to expand the production of

trained personnel in these and retated areas.

c) Feasibitity Study And Business Plan

The feasibitity study addressed an assessment of.the demand, nature and tevets

of medical services to be provided, target segment of the poputation, the scope

and the [eve[ of infrastructure to be devetoped, pretiminary estimates of the

capitat investments and expected revenue.

A survey was iarried-out with 75 hospitats accredited to NHIF. The hospitals thdt

were yisited and/or"interviewed inctuded Kenyatta National Hospital (KNH), Moi

Teaching and Referrat HospitaL. (MTRH), Provincial Hospitals, Nairobi Hospitat, Aga

Khan University Hospitat, Pandya Hqspitat, Machakos' District Hospitat, Kitifi

District HospitaL and Diani Beach HospitaI among other5.

The LocaL institutions that were considered and visited with a view to estabtish

po=riOtu cottaboration network inctuded the School of Medicine (Moi University),

Moi Teaching and ReferraI Hospitat (MTRH), Aga Khan University Hospitat.

Strathmore University, KEMU and Kenya Medical Training Cottege (KMITC) among

others.

ln addition, attention was given to Kenya Pqlytechnic University Cottege and

Mombasa Potytechnic University CotLege because of various training programmes

I
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in medical sciences, medica[ technotogy and pharmaceutical technotogy and

rnanagement.

d) Business And PPP Model

The feasibitity study and the business ptan recommended:-

That the Centre be operated based on quatity and competitive services at
economic rate in order to maintain sustainabitity and the capabitity for
improvements over the years in att the areas of service detivery.

That the centre and its operations be structured. in ways that witl promote
responsiveness to the poputation dynamics, trends in disease patterns,
technotogy progress, economic conditions and market forces and
maintaining at minimum most of the-chattenles thah have hat negative
impact on the quality and competitive services at economic rate in the
existi ng medjcal institutions.

l-::tflll.-,

il
a

a

1i
The adoption of partnership and Pubtic Private Partnership (PPP).business
model as a measure to ensure affordabte investrnents by various parties,
rapid del.ivery of services and guarantee for continued impr:ovement of

1lit

i-!

e) Social Economic Benefits

The feasibitity study states that the core benefits witt inc[ude the estabtishment
of the Proposed MedicaL Resource Center that witt support speciatized medical
services; medicat and pharmaceutical production, 4rd medicat. education for
various the cadres of manpower in the health/medical sectors.

ln addition, it witl have other secondary benefits that witt inctude expanded
emptoyment opportunities, technotogy transfer, a wide range of backward and
forward l'inkages and additiona[ ancittary. facitities.

f) The Overatl Viabitity and Financial Returns '

It was expected that the facitity witl. operate at an average capacity of seventy
(70%) per annum at the commencement of the operations. .

Based on the various seMces to be provided at the comptetion of the
construction and retated assumptions, the projected annuai income in the first
year of operation was computed at US 5 :g miltion before taxation and after
addressing atl annual outgoings and operationaI costs.

I
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Pos t Construction Revenue Projections

2016t7017 zo1ilzo1E 2018/20r 9 201 9/2020 zo70tzo71 zozltzoT.z

t
opening
balance lz3 ,s77 ,748,O41,9) (27,577 ,7 48,044.91 (20,401 ,3 Z7,OOZ) (1 7,066,oE,r,e06) (1 3,564,0E0;706) (e,8E6, e 76,295)
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7 cash in-ftows

a )Consuttations I, t 65,964,561 .0 3,324,267,789 3,190,748,04 4.8 3,492,47O,486.2 3,597 ,244,600.E 16,970,690,481.8

b)Speciat care

units 3,472,796,192.0 3,593,9 16,002 ),665 ,814,721 .6 3,775,789 ,163.t 3,889,06?,818.2 I 8,147,3 98,91 6.7

c)Wards 1,51 6,391,1 98.0 1 ,592,2'12,858 1,674,057,115.1 I ,67 7 ,77 8 ,828 .5 1,77A,967,193.4 8,'t 28,404,192.8

d)Maternity
wing 716,226,899.0 783,538,244 799,209,008.8 823,1 85,279. 1 847,880,817.5 .t,000,040,268.3

1-11,5.i9,451.0 1 r3.7i2.; !6 i 49 ,i!.J3 , ,.7 I . 4

t) Physiotherapy 32,9 1 7,363.0 34,561,21 1 15,254,49 5.8 16,3 1 2,1 30.6 37 ,401 ,494.6

g)oentat/
orthopedics 1 ,975,141,757.0 2,071,898,882 ?,1 1 5,376,859.2 2,1 78,838,1 65.0 2,244,207,310.0

h )lnvitro
fertitlzatlon 192,117,952.0 201 ,721,850 205,758,326-6 zl i,91 1 ,076.4 21 8,289,008.7

l)Phamacy Urilt 740,955,1 29.0 778,00?,885 793,56L,943.2 817,369,811.5 841,890,926.4 3,971 ,781.,715.5

J)Medica[ schooI 7E1,501,535.0 820,576,717 836,988,25 1 .1 862,097,898.6 887,e60;815.6 1,1 89,1 25,3 37.0

l
Total cash ln-
ftows 12,705,684,171 1 1,340,968,382.7 13,607 ,787 ,730.4 14,016,021,182.9 14,136,1O2,024.1 58,1 06,963,71,{.3

e

176,448,715.1

10,587,459,0b, .E

1,029,820,213.3

Based on various reviews, avaitabte data and projections, the'annual outgoings
and operationa[ costs was computed at approxirnatety 75% of the gross revenues.

The initial. returns witt be expected by the 7th year of the Project
imptementation.

1.1.zTHE OVERALL PROJECT COSTS AND CAPITAL INVESTMENT

The feasjbitity study and the business ptan indicated that the total project
estimates was USS 267 mitl.ion; covering al.t.the.components that inctude the cost
of iand and maintenance, consultancies, project management, construction,
equiprnent, furniture, furnishings, and the cost of finances

Capital lnvestment

Components zo10tzo1 1 701 1/zo1z 201u7013 2013t2014 zo14tzo15 701517016 total

A.

Land

1. Purchased

600,000,000.0 600,000,000.0

2. Exoansion

694,967,428.0 694,967,478.0

B.

ProfessionaI Fee

1. Pre-feasibitity
serylces

1
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1 . 1 .3 PROJECT FUNDING MODEL, CONSTRUCTION AND GRACE

PERIOD

The feasibitity study and the business ptan recommended. that seventy percent
(70%) of the project costs be secured through externat. borrowing at the intereit
rate 5/" per annum and the batance of thirty percent (30%) be sourced. locatty at
preyaiting commeriial. tending rates. The reports emphasized that such
arrangement was necessary taking .into account the fact that about 7% of the
project costs had atreiady been raised tocatiy.

The external borrowing witt be directed primarity to construction, expansion,
suppty of medical equipment, devetopment of staff and capacity buitding for
service detivery.

1.1.4THE CAPITAL INVESTMENT AND LOAN REPAYMENT

The feasibitity study and the business ptan indicated that the repayment of the
capital investment was expected to commence at the beginning of the 11th year,
i.e. 7077/7073 and continue for a period of Wenty (20) years. Projections
carried-out indicate that the facitity was expected to reatize an income growth of
over 5% per annum over the loan period. '

744,350,178.2 744,350,178.2

2. Business Ptan

200,000,000.0 200,000,000.0

3. Pre-contract
services

2,1 85,450,485. I 2,1 85,450,485.8

4. Post Contact
Services

1 04,069,070.8 208,138;'t41 .5 208,1 38,1 41 .5 208,138,'141.5 208,138,141.50 936,621,516.8

C.

Construction Cost

1. Medicat
Centre

581,141 ,049.9 1 ,759,572,774-8 1,379,01 2,598.2 1,287,177,473.2 997 ,206,379 .12 5,499,754,675.2

2. Med'ical
Education

196,433,01 1 .1 475,6M,857 -5 465,963,305.2 433,224,470.O 336,952,365.54 1.,858,178,009.3

3. Administration

225,441,878.3 488,457,403.0 534,n5,917.3 497,702,765.9 386,712,873.46 2,1 32,590,332.9

.I

i 1. Production
;. ",. Units

1 94,01 3,410.6 420,362,389.7 460,723,714.6 477,888,146.7 . 332,801 ,891.47 1,835,289,552.6

5. Medicat
Equipment

2,837,264,657 .4 3,467 ,767 ,914.60 6,305,032,s72.0

D.

Cost of Finance 36,417,396.8 82,987,40o.1 71,324,117.5 83,806,895.5 'r 18, s35J 75.7 192,952,191 .70 s85,01 3, !74.3

TotaI 23,577,748,U4.9
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rThe feasibitity study and the business ptan outtined the. loan repayment schedute
of the Kshs 23,577,748,044.90 (inctuding the costs for land, construction and

finance) as fottows:

Year
Principal
repayment

loan Balance.
principal

of
lnterest at 5% P.A accumulated Total

over 20 years with
5 arnount

on reducing
balance interest Annual

years ot grace

6.

2016/7017 0.00 23 ,5n ,7.48,044 .90 1 ,178,887 ,407.24 1 ,178,887 ,402.24 0.00

7
2017 /7018 0.00 23,577,748,O44.90 1 ,178,887 ,402.24 7,357,774,804.48

7018/2019 0.00 23,5n,748,044.90 1,178,887 ,4O2.24 3,536,667,206.77

7019/2020 0.00 73,5n ,748,044-'90 1,178,887 ,402.74 4,715,549,608.96 0,00

10
70zo/2071 0.00 23,577,748,044.90 1;178,887,407.24 5,894,437 ,O11 .2O 0.00

11

2021 t?.02'7 1 ,178,887 ,402.74 2?,398,860,u2.66 1 ,119 ,943 ,037.13 5,894,437,01 1.00 8,193,26V ,445.37

12
2022/2023 1 ,178,887 ,402.74 21 ,219,97J,74O.47 1 ,060,998 ,662.02 0.00 7,239,886,064.76

13

2023/20?4 1 ,178,887 ,402.24 20,041,085,838.1 8 1 ,002,054 ,791 .91 0.00 2,180,941,694.15

14.
2024t2025 1,178,887 ,402.24 1 8,852,1 98,435.94 943,109,921 .80 0.00 2,121 ,997,'374.04

15

2024/2026 1,178,887 ,4A2.24 17 ,683,311,033.70 884,155,551.69 0,00 2,063 ,052,953.93

16

2026/7027 1 ,178,887 ,402.24 16,504,423,631 .46 825,221 ,181 .57 0.00 2,004,1 08,583.81

17

2027 /2028 1 ,17I ,887 ,402 .24 15 ,375,536,299 .22 766,276,E11 .46 0.00

18
7028/2029 1 ,178,887 ;40?-.24 14,146,648,8?6.98 707 ,332,441:35 0.00

19
2029 t2030 1,178,887,4O2.74 12,967,761 ,424.74 648,388,071.24 0.00 1 ,827 ,275,473.48

70
7030t2031 1,178,887,402.2 

.4
11,788,874,022-.50 589,443,701 .13 0.00 1,768,331.1 03.37

z1

7031 t2032 1 ,178,887 i407.24 1 0,509,986,620.25 s30,499,331.01 0.00 1 ,709 ,386,733.75

z2
2032/2033 1 ,178,887 ,407.24 9,431 ,099,218.02 471 ,554,960.90 0.00 1 ,650,442,363.14

73.
7033 /7034 1,178,887 ,402:24 8,25?,211 ,815.78 412,610,590.79 0.00 '1,591 ,497,993,03

74
7034/2035 1 ,178,887 ,4O2.24 7,073,324,413.54 3 53 ,666,220.68 0.00 1 ,532,553 ,627.92

75

7035 /2036 1,178,887,407.24 5,894,437 ,011 .30 294 ,721 ,850.57 0.00 1 ,473 ,609,752.81

26

7036/2037 1 ,178,887 ,40?.24 4 ,715,549 ,609 .06 235,777,480.45 0.00 1 ,414,664,882.69

27
7037 /ZO3E 1 ,178,887 ,402.24 3,536,667,206.82 175,833,1 10.34 0.00 1,355,720,512.58

28.
2038t2039 1 ,178,887 ,407.24 7,357,n4,8M.58 117,888,740.23 0.00 1 ,296,775,142.47

79-
7039 t7040 1 ,178,887 ,407.?4 1,178,887,402.24 58,944,370.11 0.00 1 ,237,831 ,772.35

f

a
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1.1.5CASH FLOW, INTERNAL RATE OF RETURN AND VIABILIry

The feasibil.ity study and the business ptan indicated the break-even point, from

the various income streams, witl. be between 18% and 19% of the rate of interest.

The lnternat rate return (lRR) was determined to be 18.73% and the average

annual rates of return (profitabitity) over the period of twenty years witl be

74.717o.

3. EXPRESSION OF INTEREST

The Board of NHIF approved the process the sourcing of Expression of lnterest

(EOl) to determine. the proposa[s outtined above.

3.1 IDENTIFICATION OF SERVICE PROVIDERS FOR CONSTRUCTION OF

PROPOSED KAREN IAEDICAL CENTRE FOR EXCELLENCE AND 
'NSTITUTE

The Expression of lnterest ior Construction, Devetopment and Financing of Karen

Medical, Centre of Excettence and lnstitute was advertised on the print Media on

7th November Z01i (Nation Newspaper) and on 9th November 2011 (Standard

Newspaper).

The scope of work for,the construction and devetopment was as fottows:

o Construction and devetopment for (1) The Referral Centre (2) The Medical.
production Centre (3) T.[e Medicat Education .Centre (lnstitute), and (4)

The support facitities and Administration offices.

. Equipping the centre with medjcal technotogies for pediatrics,

. reprodu.liru health, cancer, renat, - oncotogy, cardiac - (cardiology),' neurology, hematotogy, dermatotogyr and speciatized sdrgery arnong

others.
. lt witl atso inctude equipping the institute with learning irnd teaching

technotogies inctuding e-heatth and e-tearning infrastructure.

Carrying. out capacity buitding intended to acceterate detivery of services

prioi, dlring and after the construction of the Karen Medicat Centre of

"*."[tun.u 
and lnstitute. lt is envisaged that in the first seven(7) years,

the centre witt maintain a staff estabtishment consisting of Director and

Deputy Directors; Registrar: & Deputy Registrars; Deans and Associate

Deansj Chief Nurse, Nurse Managers and Nurses; Doctors and Consuttants;

Technotogists and Technicians; Chief Librarian and Managers; Chief

lnformation officers and ICT Managers; Professors and Lecturers; and

Ad ministration support staff (Secretaries)
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30.

zo40lzo41 1,178,887 ,407.24 0.00 0.00 0.00 1,178,887,402.24

31

zo41 lzo4z 0.00 0.00 0.00 0.00 0.00

Total 23,577 ,7 48 ,O44.80 17 ,O93,867 ,332.58 40,671,615,377 .38
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ln addition, the staff whose assignments witL be periodicaI witt be
maintained on part-time basis and witl inctude some of the Professors
Lecturers, Doctors, Consuttants, Technotogies and Technicians.

. . Avaitabitity of Financing options for the .above and advantages. lt is
envisaged that the EOI wil.t provide options that witt inctude (1) Buitd
Operate and Trans(er (BOT) 2. Build and Transfer (BT) in conjunction with

. pure [oan, 3. Buitd and Transfer (BT) in conjunction with Governrnent
Quarantines and 4. Any other viabte financing option.

Pesnnnses were onened on 2-?'d i-.lovemoei2011. The foltowing thii-teen i13] fii-ms

responded.

1. China Gezhouba Group

Z. Bam lnternational

3. Shlpoorij Pattonji and Company Ltd

4, Phittips MedicaL'systems e. A Ltd

5. N. K Brothers Limited

6. China Wu- Yi Company Ltd

7. China Camce Engineering Ltd

8. lntermediate Gtobal Consuttants

g. Votcanic Ptumbing Works

10. Pat International

1 1 . Armstr.ong and Duncan

12.Ceddex & S A IBT Group

13. Africare Limited

4. APPROVAI- OF PROJECT CONCEPT AND FEASIBILITY STUDY

The Board of NHIF submitted the backgrbund Concept Paper and Feasibitity Study
to the Ministry of Finance in comptiance with LegaL Notice No.38 0f 2009 for
consideration and approvat.

The Project Background and the Report of the Feasibitity Study is attached.

$t*r,*,

ARD KERICH
CHIEF EXECUTIVE OFFICER

Enc[.
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t .medicaf ,facilities,

b) lf the center will''be a iCentr:e of'exceilencel, it has' to bre highlighted in

which rnedical specialty orwhether it will be a general hospital,

A revenue creation percentage of the centre (not based on economic

charges) t6slrld be there (suggested 20Yo of beds No - say 60 beds for

each'stage) to create revenue for settlement of payments ef private sector.

c)

d) The private sector lryould be encouraged to bare the financial risk of the' 
project through financing the investment cost, but only on turnkey basis for

ihe'fquiornent, lincluding warranties and 5 years maintenance contract),

Upon decision of t'lHlF to repiace'oquiprnenls, facilitit operator will have

right of first refusal to the lowest bid achieved through public tendering'
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Mr. James Macharia,
Cabinet Secretary
Ministry of MedicaL services

Afya House

P. O. Box 30015 - 00100

NAIROBI

urys u4
1Oth June 2013
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Dear

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

EXCELLENCE

The Board of NHtF approved the estabtishment of a Staff Training/'Recreational. faciLity
for the Fund.The Karen pr.operty is L.R. No. 74968/ 2 acquired by the Board in the year

zoo7.

The Fund commjssioned consuttants in accordance with the Architects and Quaiity
Surveyors to carry out a feasibitity study and design work on the devetopment of the

facility. However the fee notes were not honored as the NHIF Board had not received

prior approval for the works from the parent Ministry and the T;easury.

This resutted .in a.dispute which wa5 taken to arbitration.' Upon consuttation with the
Ministry of Medicat SeMces and the Attorney Generat, the Board and the consuttants

.recorded a Consent order in'the High Court and the matter was settted for the

Architects and Quantity Surveyors. The ctaims todged by engineers were arrived at and

paid after setttement deeds were eiecut"Q.

The Ministry of Medical SeMces identified the Envisaged Resource Centre as one of

the ftagship projects for reatization of the Kenya Vision 2030 in the Heatth 
.Sector. 

The

communjcation from the Ministry indicated further that the project woutd be financed

through a line of credit from Devetopment Bank of China, in partnership with
Devetopment Bank.of Kenya.

The Ministry of.Medical Seryices instructed the Board of NHIF to be the Lead Agent of
the Project. and facilitate timety impiementation.

The Board of NHIF commissioned Consuttants to prepare a detaited concePt paper and

irnptications of the proposa[s outtined by the Government on the project.

Natronal Hosoital insu;-anc? Fund Heacicuateru, Ragaii Roa,1 P.O. Box ]0441 -COi00 Nair-obi, Kenya
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The Consuttants presented the Business Ptan, the rationate of the Project, Capacity,

Project Design and the Feasibitity Study on the Project. The Board of NHIF submitted
the backgr.ound Concept Paper and Feasibitity Study to the National Treasury in
comptianceffih legat Notice No.38 0f 2009 for consideration and approvat. The

matter is,gen$i{f illg, tqe National Treasury.

rne nepHr ir'fr"rurta ;{a r#W# the.Brojed-t ano rne Boarci's posirion on the
matter is as fottows: - *,J \

1 . The Parent Ministry aopointed the Bohrd as the lead agent, on the Proposed
i'.ai-en ;l,iecical Cenli-e of f:;ceiience.

2- The Fund was the instructing Ctient on the commissioning of Consuttants as the
Lead Agent on behatf of the Goyernment and there was need to invotve the
Ministry of Heatth.and the National Treasury on the status of the project.which
was imptemented based on the instructions from the Ministry of Heatth.

3 The Fund had atready incurred substantial resources for sbrvices rendered by
the Consuttants foltowing the instructions given by the Parent Ministry to revise
the.original project to adopt the Proposed Karen Medical Centre of Excettence.
The Fund was faced with pending bitLs and the need to seek.directions frorn the

. Government'on.the.same was paramount to guide the Board on the said
obtigations. :

4. The Board .resotved that it woutd not proceed with the Project beyond the
Feasibil,ity Study as the finances were not avaitable for the same and
appropriatb approvats had not been received from the National Treasury.

5. The funding of the Project was envisaged to be addressed through Pubtic
Private Partnerships and ctarificatibn shoutd be sought from the Government
on the. extent the Board had funded the. Project and the way forward for att
pending bitts and imptementation of the devetopment of the Project.

This is submitted as.the status by the Board of NHIF of the Proposed Karen Medical
Centre of Excettence and the Board seek further advise and necessary direction.

Yours -e,

S. ote RGOTTY
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CHIEF EXECUTIVE OFFIC
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I 8tr' .Tuly 2007

The Chief Executive
Nationai Hospital Insurance Fund
P.O. Box 30443-00I00
NAIROBI

Re: Opinion on Ch,all enging Arbitr-ation Ar{,ard on proposed Resource
ahd Reo-eation Cen tr e on plot No. L.tri. 2496812 in I(areir Nair-obi

,::,Y^e:*:l: vour letter ReflHF/LD/74yor.il/(69) dated 29th May seeking oru advice on
. 
'rne chances of challenging the arbitral awald made in favour of tlr" coisultants on the18'r' Mav 2007 - w:" r',.Iv""rr"ar*d-iir. dil;;;;]o,-ura"a to our office o, the 

"bor"nr'atter a:rd noted that it is not disputed that the consultants were appointed by the NHIFBoard and commissioned to produce vi.rious Dr4wings and Bills of euantities fbr- theproposed resourcb attd recreation centre at Karen, N"airobi. riie iettei; l"i""rl"g ii"consulta:rts of the Board's decision to commission them .*"a-irr",-rt.i, ten,s ofengagement wjll be in accord.ance rvith the Ar-chitects and euantity Surveyors ActChapter 525 of the Laws <;f Kenya.

It is appareut tirat the project was not approved by tire Treasuryas required u,der theState Corporations Act. The consuitants however proceeded to render their se6rices andploduced tire required Drawiags and Biils of Quaniities. Tire Board failed to pay for theservjces resulting in the consuitants'iavokrng iirrprorlrlon of the A-rchitect a1d eua,titySru-veyors Act'Chapter 525 to refer the dispute to drbitration. The ar-bitratio. was heardaud detemri,ed by Mr. Festus Mukunda Litiicu *to ,r^4" ;;;;;'i,]'furou, of tlre
;,icfnsuita:nts 

on the 18,h May 2oo;r. - - taYULtl ur L't'r'tr

You-1:ave sought our ad'ice as to wrrether you,ray crrarle,ge'the award o, grou,di ofthe failure to follow the pt'ocurement procedures, The conditions of enga-qement and scaleof professlonal cirarges for A-rchitects 1d euurrtity-iu*"yors are sor;;"j";ffi;Arcl'rrtects and Quantity Surveyors Act cliapier szi. tne Act sets out in the FourlhScl:edr'rle the conditions of 
"ngrg..rr.rrt and the,rroa" or""lculatio, of fees for Architectsand Qr"rarrtitv Sr-rrveyors.. The Aci provides under Artjcle 7 fo. ;-b;t, ";;;; the event of adispute as to fees payable to these profeslionals. It is pursuant to the said provision thattl:e dispute was refered to arbitration.

The a'bjtration Act No.4 of 1995 govems the process of arbitration i:r Kenya. The Act isexplicit on the ilrstances wire1,.a plrty to arbitiation can irave recourse to the Higi: Courtto set aside an au,aLd S.35 (1)'R..ourr. to ilre IIigh Coyr-t against .an arbjtral au,ard.
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may be made only by an application for setting asicle any a'rvard under subsections
(2) and (3).

(7) An arbitral awar-d maJ, be set aside by the High Court oni1, y1-

(a) the party making the application furnishes proof-
(i) thata parfyto the arbitration agreement was

' under sorae incapacit5,; or
(iD the arbitr-ation agreement is not valid under the

law to which the parties have subjected it or,
failing any indication oi' that law, the law of
Kenya; or

(iii) the part1, rnaking the application rvas not given
tJi-ci-iei- :.r,-rti:e +! rire app+!-lr:en: +; i:u
arbitrator or of the arbitral proceedings or r.r,as
otherrvise unable to present his case; or

, (iu) the ar-bitral award deals with a dispute not
contemplated by or not falling within. the terrns

ll.,l',;',,'*'Ht.J: **:'t:,In ;';TT:
reference. to arbitration, provided that if theI decisions on matters referred to arbitration can
be separated from those not so referred, only
that part of the arbitral award which contains
decisious on matters not referred to arbitration
ma1'be se't aide; or

(") the composition of the arbitral tribunal or the
arbitral procedure was not iu accordance rvith
the agreernent of the parties, unless that

i'.:T# tr i#i il i ; : H:l I"ff JJi ;:'i il 
"",: 

lT:
. failing such agreement, was not in accordance
with this Act; or

(b) The lligh Cour-t finds tlrat-

(vi) tll. subject-matter of the dispute is not capable
of settlement by. arbitration under the Iaw of
Kenl'a; or

(vli) the arvard is conflict yvjth the public,policy of
I(en Y a:

An applicatiot: to set aside an award must be made witirin 3 montlis of the date of
receipt of award.
Tl:e only 93or-rnd upon which you intend to chalienge the awald being that o f non
compiiance ivith tireprocurelnentproceciures ,does not fali rvithi:r the grounds set out
in S. 35. The Arbitrator had stah:tory judsdiction to hear tire dispute. The Arbitoal
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t
one of the principle objectives of arbitratjon is the finality of settlement of disputesthror-rgh lir::itiug i,stairces where a::bitrar awards' could be taken to cou:1 folchalleirge The courr of Appeai in a recenr decisio, orNou"rl;;'ft i.o. no. ,,ot? 2006 - Iienva s)rerl Licr -vs- xor:li p;;;l,rr'r,il ,.rrnn,ed trris objecrive.The High coufl has also'made similar observation in refusiiig to interfe.re with anarbit,al award see the case of Express I{eny, ria-rr_ xu,ry*gi 2002 LiR J 63g.

I: tl:e circumstances it is our consid.ered view that iliis is not a proper case which youcan successftilly challe,ge tJre award witiri, tir";r;:;i;; lr u.,. Iaw. we recou,renctthat y6lr settle the awaid.

f3t , ,,-

r)

)
I
t.

Muthoni l(iilani, Ir4BS
Dep.uty Solicitor General
For: Attorney General
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fuchitectural Services

L/OT

Lands D & Interior Desi

YIOY

P.O. Box 39928 - 00623
Nairobi

Tel: 2718353 I 2711873 I 2711876
Fax:254 -2-2711874

47 Mucai Drive
Off Ngong Road

E-mail : bsl@wananchi.com

1

\
l}

July 122013

THE CHIEF EXECUTIVE,

NATIONAL HOSPITAL INSURANCE FUND,

P. O. BOX 30443-00100,

NAIROBI.

Dear Sirs,

I

J,

I

+

REF; PROPOSED SPECIALIZED MEDICAL CENTRE OF EXCELLENCE AT KAREN ON PLOT 1R.N0.24968/2
FOR NHIF

PROJECT STATUS

We refer to the following;

. Our Fees lnvoice No. 4 sent to you vide our letter dated ltay 27 ,2013

. 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. lt is our considered opinion that payment of interest accrued due to delay in settling the invoice will
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 retuined a verdict in our favor, NHIF went to Court seeking
the award to be set aside. ln subsequent events, there was an out of court settlement where both parties agreed

I
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that the consultants should waive pa/t of the interest accrued since NHIF intended to proceed with the project 4ncl . -u
the fees paid as per the negotiations be considered as interim fees on the execution of the project. " i '-' 

"'t
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 a
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 0O 2012.

Way Fonruard

\A/e [3r'r3, togethet '.^rith the other frrrns invclved in this project, incurred heavy costs in executing all youi'
instructions given the huge scope of the project.

ln 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 fonvard for the project and the times lines involved to enable us plan ahead.

Thank you.

Yours

Motanya D.O.

Baseline Architects Ltd

i

a{

afi"
Cc

t# Cabinet Secretary-Ministry of Health

Principal Secretary.Ministry of Health

ClerkofNationalAssembly(Attn:Chair.HealthCommittee)

Project Manager


