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Vision

A world class patient-centered
specialized care hospital
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To optimize patient experience
training and research; and

Mission
through innovat lve
participate in national health policy.

Strategic Results
Competitiveness in service delivery I Innovative health care I Service excellence
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0perational
Excellence
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centric

Excellence
in clinical
outcome

Core Values

Cugtomer focus

Professionslism & integrity

Employee empowerment

Environmental safety

Teamwork

Equity and Equality

n



\

I.

II.

II I.

IV.

VI.

VII.

V]II.

IX.

x.

xI.

XII.

XIII.

xtv.

xv.

l.

Contents

Key Hospital Information and Managenrent.............

The Board of Directors

Management Team

Chairperson's Statemenl.........

Report of the Chief Executive Officer ....................

Corporate Governance Statement.......-

Corporate Social Responsibility Statement...................

Report of the Directors...............

Statement of Directors' Responsibilities

Report of the Independent Auditors...........

Statement of Financial Pcrlormance.........

Statement of Financial Position..............

Statement of Changes in Net Assets....

Statement of Cashflows.

Statement of Comparison of Budget and Actual Amounts ....

Not.es to l'inancial Stalements

Statement of compliance and basis of preparation..

Summary of significant Accounting PoIicies.............

lu

vlI

1X

..xl

... x tv

..xvii

xviii

I

.)

3

4

5

6

b

6

.-..-..-.xlx

-.xx

Notes ..........-...-..- l3

II. Progress on Follow up of Auditor Reconrmendations...........-... .....20

tL.



I

-

i

KEY HOSPITAL INFORMATION AND MANAGEMENT

a) Backgroundinformation
'The Hospital is domiciled in Kenya and was established under the State Corporations Act
as per Legal Notice No. 109 of 6th April 1987.

b) Principalaetivities
Receiving of patients on referral; facilitating medical education and research and
participating as a national referral hospiLal in National health planning.

c) Key Management

The Directors who served the Hospital during the year were as per the table of the Board
of Directors on page (v).

d) Fiduciary Management

The key management personnel who held office during the financial year ended 30rh June
2014 and who had direct fiduciary responsibility were as per the table of management tearn
on page vii.

e) FiduciaryOversightArrangements
Board Meeting
Commit tees of the Board
(D. Clinical Research and Ethics
(ii). Human Resource Committee
(iii). Finance Committee
(iv). Risk and Audit Comrnittee
(v). Corporate Strategy commiitee

f) Kenyatta National Hospital Headquarters

P. 0. Box 20723 - 00202,
Hospital Road, off Ngong Road,
Nairobi, KENYA

g) Contacts

Tel: +254 20 2V26300, +254 20 2?26650
l'ax'. +2{>4 20 2725272
Email address:knhadmin@knh.or.ke
Website : www.knh.or.ke
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h) Bankersw

National Bank of Kenya Limited
Hospital Branch,
P. O. Box 30763 - 00100,
Nairobi, Kenya.

Kenya Commercial Bank Limited
Moi Avenue Branch
P. O. Box 30081 - 00100
Nairobi, Kenya w

3. Equity Bank Limited
Equity Centre Branch
P0. Box 75104 - 00200
Nairobi, Kenya

D Independent Auditors
Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P O. Box 30084 - 00100
Nairobi, Kenya

j) Principal Legal Adviser
The Attorney General
State law office
Harambee Avenue
P.O. Box 40112 - 00200
Nairobi, Kenyaw
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'illti B0 (L]t,)f') 1'()lts

lJi,nr in llll,\r':rr l!.-)1. ['fi'1. Iilr\rir(r'is llx.
Pritrcipirl. ( i rll'gr.ofIl('alllr S( i(.ll( ('s l ]rivclsily
ol \aiIolri. l'r'oli'ssor (,1 ['ltarnla( ('utr( ill
('llrnrislrl ill l(l(,0, lr(' l,ravil)lrsly sr'rve(l irs
l,('( l u l cI in l h{, l,r'l rilll rn(.lrt of I'harnra< 1'.

.\ li'lIrw irt I'hrrrtrtrrrtrttir'lrl ( llr,rristrr,, I)r()l'
liill\irgl' lrol{ls ir l)(x lr)r-irl{. in l'}ralr ri(,lr li( ll
S('ir.llc0s Il'lrnrnrr( ellti( ill ( h('rnistr\ )i
Ilastcr's i I'lrill-lllirrllli( lll S( i{'n( r's
(['lrilrn];r(r'uli(irl .\rirl]sis)i ltuchr.Irr ol'
I)lr;tl nlar'\'

-

U('r'n in l|.11. llts. W:rrqjohi scr-Tr.rl :rs:r
It,r( llt't li)r ;l(l \f aIs. ll J('irts (,1 \\lri( lr
ll\ Srri{! l'ri ( it);rl ol l(crrr,rr Iliglr
S( llrxrl Slt{,\\' s il ('orrrltlissr(,rr{!r'irt llr.'
l)trlrlic S('r'rir'r' ( olllrrissirin ol KcI!n
Ii,r':) )'('lr\.:i \r.irs ol r\lri('lr as I)(,l,ltt]
( llilirnlllll. A l)ire( l(,r ()l'Slilr'r'lx.(;irls
I '' |lt t r. :rt r j ir'l't , r\r i,,. ,,1 llr', I't1 .1,\ t, l i;r
I lrrir r'rsit) ol l)rst AfIi( rr rLr r(l ()l Nr,w Lili.
Il rlr' 'l't usl.
l\lrs. \\tr\j')lri lr()l(ls tr r['grll in l]tohrgicrLl
St ilttrts ;rnrl l )ilrl(nr:l in Il(lu( irli{nr
Sll('r-rtrr('(l as r KNII lroir|rl nr(' ll)r'r r)
llitlr.llrl\ -:l)lii

'l l

I)()nl in IllSt), llr. I k'll'r s{,r\r.d irs ir []h;trnril( ist
l-r,r I \'(,tr\ iI \irrir)Lrs I)islri( l IIosl'itlrls
shc wirs rlr| Dr'put1 llt'arl ol Fi Ir{':rlrll (t ( PI) ill
lh( \l irlisl r\'.)l lh,:rll h in tln'\1'ar -lo(l?. ,\ssisliurl
Ilit Ir'tor r,l trlt'<lir'itl S(.rric('s -.1{Jl)S iln(l ( lrrrr'rtl}
Ilr('Ir{,il(l {)l lIll r.r'ral ion:rl Ilcirltlr lielxti()lls I llit
i!l I lr. llillislr'\ ol'Hcilllh.
I)r. \11tlrgrra lrrrkls a l]rr( ltflr)r (rl l'llalnlit( \' lrrrl
ll lllsler\ ill Brsitle\s .\(ltlli|lisl riLl i(rr.

ll(,r'tl in lll(ili. \l\. \lrrng:li is lll(. ]\lrragiDg
l)ir(\1()r oI Norll('r-r ( (,rri(l(n''l r-:rnsil Sorvic('s.
I )ir(.('l()r', l:ilsl ( ;irt(, AIrilr-lrnr.rils l,itnilr\l ilIl(l I he
{ lri('l li\o( tlli\( ( )lli(r.r'. Purra Il)l(lirgs l,inlil('{l
lln(l Ii'st 1r('iglrl ( ()n\1.\'ors l,ld.
Nls. N'lun,{.i hr)l(ls l I)ipl()rrl itl ( l(,irIirH irr(l
For-rrarriirr! arrrl ir Birr'lrr.lor'ri rleglt'r, lrr Ilrrsirrcss
r\dnrill isl r'lll i(xl.
Sh| r r'sigrli'tl:rs ir KN I I lx)ar(i r0(.!lllx'r (xr lit ll \lirl'
l0l I

rr Llr |,.(r | .rr.r ,l

,r'.,ti,
l)r'. ( )ru(li is llr(' l)ir('( t()r r)l li(,ll!x
lle(li( irl'l lirininA ( oll('!(.. |)r'('\'i()usl]
ser'\1,r1 us I'rovirl.ial i\lerliIal ()lli(tt'
i!l vittir)us plr,\'ill(r.s uillli|l lllc
('()urrt rr- lin llyr,ilrs I,irrnl(.rly.
I)e|ul\ I)irr.lorr)l\lxlit rl Scrr ilcs.
llirisllv ol Hcirlllr.
I)r ( )llu(li lli,l(ls ir lJilr'llcl{,! oI
trl('(li( inc illr(l Sllrgr'rl (11'gloe [[()fi1
the ['ni\(.I\it.\ r)f \rifl)l)i ar(l il
trlast(,r-s (k,gr'{,(' in I\rl)li( H(.illrh
l'rorrr lirvrrl 'l't olical lrrslitlll('.

''l I r \ '' ,rr r

ll(n n in lllT(1, \l r. l\lt)irri() is r.Ltn'(,nlh llr(' D\(\'uti\ ('

Ilirr\'lr)r ol ()iri\llkul ( r)ns|lvillir)n l,inlil('(l an(l
trliullging [)ir'('r'l(]r ()l \\'il(l \\:ir(l I]illInrn SrrlrLIi.
H(, r\ls ir Ilt,si{lonl -.\lllhh)lx)l(}gisl li)l I':rsilllxrrr:r
Trnlr(l ( illlrl). Lirikipill. I'i)rur('r' Il rgcr
ol \\arrrliki ( {rllrrrirl ( r,Iltr| an(l lllls(,urr.
l)ivisi(),llll ( ()()r(lirr:rl ol'.'l'r'iltrsllrir-il I )r\1,lollllr('rlt
!r'r)gIxllll|l(" (i'l'Z. I'tcr iotrslr. []rcculirt' [)it|rtor'
()l- l\lillrsili R('lr, ( rnlsr,rYatirrr I'r,gIirtlrllr..
llr. lrolrls rr ll ( ltelr)l"s (l('gr(.r' i|l .\rl\
(Arl hr(,t)r )logl ). I
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[]r)rrr ir lll:(1. llr .\lrrlilk. !r,rs r l)r'l)rl]
A(lllrinisl rirl irr ( )fli( cf r] | ll(' ( orrnty of \\'ir iir.
St.r'rr,rl irs llro ( l(,rk lr) llx.( ()lllrlv ( r) n( il1)l'
ll;rlslrbit.

lI'$'as ilIt Irrl(,gIit) .{ssrrlirrr'('()llir'r,r irl I S'
II,rrrl Irrr rsiorr ol ll,,rltlr (';r'r' I.-irriirr, irrl.l.
llr. .\h(lill lrolrls rr l)iIIrDr:t irr I)r'\'('[,lJntt,lrl
-{ril|r inislr-illiorr, d ( t'rl ili( irl(. in Lrrn(l Slrr\ (,! ilrg
,ln'l:l (1 rIrli,':lr', ttr \l,, lr:rrrr':rl l:rlAi|l," ri|l(

li't n i|l l1)i:1. \1s liolos l)r(,vii,Lr\l\ s('rtc(l
as llre I)ir('( tr)r II?ullJlt,lll('rtl sl'r'\'i( (.s al
tlrr' ( ()tl lissir)n li)r' IrrIl('nr'nlnli('n ol lh(.
( i)rstilrl i(nl l.i,rl r.rll. I l rslil:lI l(lrlrirti:,l Iirl()r'
nl .\l( l,il('ir llr)spilirl irr(l ll()i 'foir( lring irn(l
llt.li.rral I I.,sl)ilirl.

]ls. Koros llol(l:. r l'r'\l(llr(lral( l)ipl()nrir
(llllr'r'rirIi(,rrI l,('ir(l(r'slril, itt llos|ilitl
Nlirrtgcrrri.nt ): IIi(.Ir{.lrt' oI ( orrrrr)('r i o rl gr'(\'
irr r\rlllrinistlrlioll lrn(l illr Il\('( lrli\(. IlllA
( I '' i r i i i r r ( ' t ' )

I)r. llirlir \!lls l)r)rtl lr IlIlli iulil ( rrrr(.l|11] \(.1\1's irs il l;l()l,irl .\(l\ i\r'r l0 lllc llrl:rirorr
( orrrnrissiorr I'r'r'r iorrrl.r. sll(' r\irs llrr, ( lri(,1, ,\hi(ir Stcliorr in llr(' lrnitr{l Nillir)rt
I)r\r.lot)lllr.ht I.'rrrrrl lirr' \\ol'rl'rr ( I \ll'l:ll).

Ih,\(hr)liris ir Sr.nior licslxli h l'i'lI)\\ lnstilul(. lirrl)(,\clr)l)nxIrl StrtliL'sl rrircrsitlof
N:rir'olri. J,'rrrrrrr'rlr, I'r'i ('il)irls(u,nlisl irlrl lI,il(l()l lll( S(xiill Sr'i('rl'r'l)ri)i.llilrrrrl('irl rlro
Illl1.r'|lationirl ( (,0tIr,ol lr\({l['lrrsiokrg, rrrrl E{()l,g\ (l( ll'l']).

I)t l'ulalnll(lsrli.-\.(llon:i,rl('gr(.(,irSrrciolrlrarrrl l,itl'tillrrl(,: l\\t)\lirr.l{rsllr'{t-(i'siIl
Srx i;rlArllrr'()t,()logJ illr(l I:(Irr( irIir)rr lnrlir I'hl) ir r\tttltt'olxrlirgr

NIt. (hrlirr,\\'ils l)(,r'rl itr l1r'-rll. ( lrrl{,rlll},
llr('( lrirlrrrlll(),'( r(,irli\r.( (,rrsoli(lill(.(l
S!slcllls Lirnil ('( l.

llI lr:rr ,rr,'t' Ii', \'r'rr'\ r,\l{ ri,,rl( r. rI
sr!lrl! ( llirir rIlilrrilg0nrclll llil\ irg
\ {)r'kr.(l ill viu-ir)lrs s{'lri()r l)r,silions
ill S(,rt\ S[{ r'( r)|lll)llll! l,ilrlitr,(1. Ilr,
( )rrir(, hol(ls :l l)il)lonLl ill l'lrr(.hasillg
rrttrlSLrIpl1'.
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I Kc!\-Btla Natiorud Hospit l

lirr l lrl r r';rr tnritrI
ol t lrt Iloslritrl irr

CI I A I ltl'EItS0N'S S't',\l'UNl EN'l

It is \\'illr gt('irl Irlr,itslul'llritt I l)tIs('tll lltt Ilosl,it:rl .\tttttt;rl I'itratlr.iitl lir'lrort
.lun(,;Jl). jOll. 'l-Irc III)oII l)r(':i('lrl\ rtlr ttr.t'ltir'\\ I)l lll(' (il.ll('rilI ltetlirtlltltlt|t'
r0l:rt ior L 1o ils nlnl lr lN l {'.

,,\ s 11c lirkr.ir look ;tl (lis('as(. l,irll('r'n glolrirllv ;rrrrl llrc ir( ( ('lenlting (' i'(ts ol glolralizatiolt.
llrt,tc is lr lrrrgt' ga1r irr lrcaltlrr'irrr. rlr.lil,t'r1'. \\i, irlt, rrlr. itttlrtr'sserl to t'{'{)rgilnizo oltr spt't ializcrl
lre.altlrr iLro scrl'ir'r's lo r,onfonrr trol rrrrlt- lo llrc glrrlrtrl lttttrl lrttt also itt littr' \\'illl tll('rk"''olvt,'ll
ii(lrninisl l irl i\,(, svsl ('llts ()1 1 he ( iov('rtlltl('llt.

K('n],itllit Nlrli0nirl llosPilitl rcl)t(,s{' ls lhe tr(l1r0 lrrtl irspirirl iors. rlt,t'1r uil ltitt l}tt' ItIirrl ol ever\'
irrrlirirlrrirl rlrrl ol tlrr.orr.t'{0 rrrilliorr Kerrrlurs ulto rlt.plltrl on lltis lloslrilal fr'r'sp,'r'ializctl
lrr.all lrcrrlr,.

Tlte i;ttlxrtltLlri:e oI slt;rlr,gir' lrlirrrrrirrg (llllnot l](' ovt,rt'tttlrltitsize'tl. 'l'ltc t'ltvirrtltttli'ttl lvithilt
rrlti1'lr Kr,rrvirltti Nirl lortlrl llrrslril;rl (KNll) olrr,r'rr1r,s is it)rvirls Ilrartgittg itnrl r.ttrtlittttcs lo ofli'r
1(,\\ ()lrl)rlflltnitics irrtrl t lrirllerrgls. 'l'lrctt,l'ort lr lircrtstrl sl rirl('gi( tlitttliott is t riliritl 1o t'ltalrlt'
tlre [loslrilrri sur'( (.(,(l irr irt,lrit,r'irrg ils Ialg(,li'(l gorrls. 'fltis is lht,Lltlirrn;tlt'lltat ltirs glti<k'rl lllr
r lr.vt.loIrr rr.r rl of llrt. rrr,rr S1 rategi(' I'lirn i(ll:] l0l.l. Sttt t't,sslttl lrerl0rlttattt'r'r'alt oltl.v lrt'.irrtlgetl
tllf()ltglt r l|rrrottsl t irlcr l re:tlizali0tr ()l' (iur Irillr(li11o. olrl ittizittg { tlsli)nlols ox ] )('l'i('l l('e illl{l
iti.lrir.r,ilggotrrIllrsitrr ss lrorlonnrrrrt r.. Tll(, Slt'ill('gi( I)liut lltllclort' Itits ltt't'tt ticvelollt'tl lrtcttitlrlt'
KNH lrlltir.rl s('l'\'i( (','t( ('lleltt't';tttrl lrt't otttt'glrrlrltlh (ollll'r'lili\,'

ll is g,rillil) itrg lr) nol l lllilt KNII lrirs Irr.r,n irlrlc lr) rlteol ilril slrrl)itss ('xl)('( litlitrtts lr\'ptrlvitlirtg
lrcsl,irr-r,lirss lt('irtt1(,trl oul(,1,lics, (()Irr[)i]r(,(I willr tell(l(,t lovittg t:itrc to llilliollls $'ilhill l]l('
Iirrritorl t csotttt es.

IIor!r,vr,r, lslilltr(,li('\'(.ll[11 llt('.jr)iltu('\'lrirs-ittst l)(l{[ltatlllIll('(()tltttlVl\('t'rlsl(,lrttilrlirPipolilreol'
lrloli,ssiotlrl lltletrl lorlplising (loltors. rrursr.s. ol ltt,f prttitrtcrlils ittttl ltt;i t titgt'ittet tl 1rl'oli'ssiottiils.
ItIl;r\,rrrrl llr, vt'lv ollllr1, rnaIk. il lslirle tlrirt llr(, rlenlittrrl-Sttl)1111' git1r is tttort'itggritVttlctl tliir.r,

lltttr tvltltt l(NfI rrlrs cslltirlisltt'tl ot lltrttt itt lltl l;tsl [ill lt'itls.

Irt linr,rritlr orrL rrrissirrrr. \\'(, ( ()nlinll(' 1o rltlivlr llittit:al txccllr't1( t'] otl I)1ll \\'ilh lll('urrrltls lrt'sl
lrqrrcltttr;rtks lrv lrrlolr in.q ( lltiirg-('(lg(. lr('illl)(,lrl le{ lln()li,gics. Ollr ( ollttlil ltl('llt lo iI(|\'iIII(('(I
I)itli('nl ( ilr(. lrirs ltr.llri'rl us;rtrl irr ;rlrrco tlrt ltiulslrliurlirlior Irt()grirtlr u'lrillt ltas itltlt't'rl llt't'tt
lrooslr'rl ll t,olltrl,oti tir,n \\'itlt linilr.rsill' ol' l'l:trcr'lo:ut ol Sl,itilt. \\i' lrirvt' :tlso ttttrlt'rlltkllt
inil iilti\(.s srtrlr lrs 1ll, rl]itrittrrrllr irrrirsirc sllrll('l\.llt,IlroslrrIt'rY itlttl itt t,rllalroritli0tt \illt ottt

lreirl rur.nl irrrrl kirltrct l|ilnsl)ltlttliil iotl.

sllggr,slir)n\ l(l r'lrriI)ll.r go\.r,fllIlttt]ls rr\.r,r llrr,r't,irrs. Tlrc sug!('stir)lrs llltt.r'lrr','tt n1r1rr0r'itrlerl llf irll
go\'('ntIr('rls. atrrlsrrIrtI oI tItt'tIt tt'r'r'i\'r'(I l('gislill i\'('stl])l)r)ll.

KNH CorrlirrrrCs 1() l,r' t(.(,ognizr.rl lrr, itrrlrr\tIY lrorlits, (uslonr{'fs ittttl tttt'tlia lirr ils nlllll i-

vcrrlrlrltrrl sill u'itrr,,ss I'rrllltlt irrrpt'ltts 1o out kct ltillrrrs ,rl. l)itlieltl { ilr('Iixlcllctrtr'. (lilrital
lirr.r,l[,rrr.r'irrtrl Ylrlrrt I.] xt ellt'r rr r.. l() l)riilg lirl lrst oi tlcltttital itttrl < littilal arlvttttLls lttr tltr'
l)en(,lil ol ( lrslonlIr's.

\\'e lrirvl rrlso ilitirrllrl sigrrilicirrrl lliuLslirr-trriliotr ittil iirl ilcs lltal rrottlrl lllrthel' sol lls 1ll) lo
i(.hi1'r r' lr;tlirrt1'crl gro\\'lli u illt a YiIrr Irr Ill) llr(,rtp1,r'tirttrItrirlrllI t'lussIill i('ltls It1.rt'rlttttlrittg rrtlt
I,ti1rr,('iirr'('r,lltir'.'l lris s illlrl slrl)l)orte(l lrr rrt,ll i'stalriisltcrl ttelut,rk r)l'{l()rl)olirl('Orltl)ati('llls
Sclvilcs.



\

The hopes and expectations of millions of Kenyan will be our focus to nature and satisfy.
Furthermore, our eyes are focused to ensure KNH offer medical treatment Ior visitors who
tmvel from abroad through medical tourism. Therefore, we welcome more players to share the
responsibility of addressing the humongous un-served demand for quality healthcare.

We have simultaneously accelerated our foeus on Preventive Healthcare. The challenge to keep
Kenya fit has become the persona) quest of every healthcare provider, every administrator and
indeed every citizen.

We will continue to strive for the welfare and satisfaction not only of patients but also our most
important resource; the staff. On behalf of the KNH fraternity and the leadership team, I want
to thank the Board of Directors, the Government, employees, partners, and eech shareholder for
their support and commitment. I Iook forward to your continued support.

MTBosrd member Slgn D&re 16/06/2016

l-l ss.



I HonFrlti Noli,)n l I l.,spital

ItEt,0R't 0f' 'l'HE cH rEI.' u\flct'TIVE 0Ff-tc!lR

Kr.llill lil Nirl irrtrirl llrslritirl rrl irrt rllilir irlt,rl lo lrcllritrg t,rtclt lritlir,rtt ( \l)r,ti('n(r'ir lili't itlc of
goorl lrr.alllr. (irtirlr',l lit'our tr1,\\'\'isi()n '.\ ttorlrl t llrss I)irIi{'III-( r,lr1(.I('rI sgrr,t irrlizr,rl citrt, ltosltilirl"
rlclirrls llrr. ('ornl)irssiorl ol ollr lrlglrll, skillcrl irtrrl rlr.volcrl ( irfegiv{.ls tlrirl lnrlv rir'[itrt's ottr
Iroslrilrrl. 'l'lrt,il r otrurtiltrrenl Ir) irlliur('inX Ilr.slirl(,ol lltl lrtl itt trtlrlir itte rtttrl ltlrlrfrr;Lr lr lrr rrLtl
lrirs cirfur.rl llr. 1t'llsl ol l ittir.nts irrrrl llrlir lovorlrrlrr.s {rvef llle lr.ilf:i

\\i irlr, 1r;rssiorrirt(, lo lllrk(, rlLt;rlill lrcaltlr crrrr,;rtct,ssilrlt, lo rll Klttrlrtrs irtrrl lrlvott,l llrt'ottglt
orrf r,\1r;trrsil'r' lL,l\rr)ik ol lrlrvsiliarrs. spccirrlizetl (lcl)irrlrr(,nls. (liLl.'(irr(,srlgoi'\'. ,\r'r'irlcrrl rrrrrl

ln r(i rr('nl;)Ilrr,:rlllr sllv ir',,s

'l'lrt.scrrtt'irriliiLlitl lrv llrl trrirtrirgi'ltlonl I ( ) I i l I r r ) | ) I r r ) I 
' I unili(,s iin(lnliligill(,( lul llli rg{,s lrlrt'arlirt llrc

liglrt ol irrItr,lLsing ilctrtlrnrl lrltll Iorrtlrr.litrg l)r'i()r'ili{,s irt h0rrItIrr'lrIr,. It(,('r)gttizinl{ lirI rlr,r r,;rs rg

Itnrlirrg llolrl rloltrrfs lrrrrl llrr'(iolotntri'nl , \\r'\rill (()nli,lll l() elrgilg(' rrttr Itit.lrl inr(l Iilllnlls
llrtrirrglr t(,sr)utr'(r rrrolrilizalirrlt Io sul)l)orl ollt (,llilrls irr llr, plovisiort ol rltrirlill lrllll lttatr'.

'lhe ('onst ra irrl s

lrr klr'1,itrg \\itlr lrllt nrissirrtr to lrror irll lriglr-rluiilitr lri.irllll( arl st'rrills arrrl ltrtlrrlxt lltl
r|rlrrlr(,rrrcrrl ol tll(' crIrstilrrli(}rr. l(NIl is IrrrIrI('rrcrI l)] (,nl(.r'g(,n( {, rrl rlislslr.rs llrirl ilrtlIr,rl
o\('rslti,t('ll tlu, littritcrl f('soLlfr'(,s lrccltttsl llrilll) \'i(lillls rlo nol lti\ hrr Itrtrlical set vi(rs. O\r'i
lll'r'r,rrt. llrr. lrrrspit;rl lurs lurrrrllcrl lrr)re I lriLn lctr rlisirslcts ir('( oultl ing 1i11 1111,1 :)l)0 r illitrrs.

'l-lrr, Nlrtiotrlrl ltrsLtnnrcl sL lrlrtLc lltrrttglL Iri,iIlIi( iilI to lltt,r'lienl lrits (l(.ill{,(l Iitutttcilrl lltirllt'ttgt,
irs ir Ir.sull ol llr(, s('lr{.nr(. irffilllg(.lll(,ltl ilr r|latiotr lo lhr. Irctrr.fils tlrI hoslrilll l.r'frrcs frorrL
Ilrr. scltetrtt'. Ilttgr. l,rssos ltirre Iret,tr itrising Illosl l\ lrlrl ('ontlil{ I (ilrir.ntl & trlrrti'r'ltit1, ('iril
S(,fviurls ,\ rliscilrlintrl sli't ilr. flonr .lr)l| !r'oul) ,\ \1.'lltl r'ln r'(,rtl r'{.1)ilte is Kslrs (i.00(l & 18.()0{) l'or
slronlinlr.()lts vot l cr rlt'lirctl'ttttrl< alslttctut socliotr.'llris ( ontflt( t itlso ( r)\'('fsi itll lltt'spt,t i;tlizcrl
( itl'(' sr.r.\'il'r,s srtr']r ;rs r rili.rrl ( irr{' ( illr( i,] lrr.irtnl(.nl iIl(l ri.nill s{,r\.i((.ri.'l'lrc ltosltilrrl is Pairi a

r(,l,irl('()l'1.l(ll)1rt,t rl;tt'lrcr lrlrlictrl .'l'ltt, irvcrirge ( ost lirl sl)('( lllliz('(l setrict.sttt'lt lts criticirl t rrtt,
rrrrit is kslrs.:li. ol)(llrer rla\.

,\rlrlil irrrr;rllr', llrl llrrslritirl 1rt'orirlr,s rL lrtrrirrl liurge ol' Ir,lLIl lrcirtl lor nrl)l lr(,r' tutrlcl fltt lrr,r,
l lrl{,rIil\.. \\'lrik, llrr. r'r,irrrlrrrrsl'rrrIrrl is orr llal ritl1, ol Kslls.li. i0o. sorI]t, ol IIr(, rlt,liIr.r'it.s
( r)tnl)li( irl(' rtrlrtirirrg s1r'r'iirlizcrl s('r\ i( ('s csr';rlirling Ilr('(,\l)(.ns('s lrlvonrl IIrr.;rtttotrtr[ 1r;rvirlrlc
1rl,r Ilitrrls. 'l'lrr. r|itlll,rrrsr.rnclll ills() rlIla1s lr| l,('t\\r'{'ll t\\'() l() llrr(,(' ril(,lrtlls. 'fltis is rr,rt t(,
rrrlrrl irrn tlrc lriglr rllnllr(.r's o1' rrrotlrols rvlro ovllsl rclclr lllc irllilirl)k. ll(iliti('s ils \\r'll ns lllc
lirrr il lrl urrrklirtct.

('ulltrrc ()f (Jualilv au(l ('uslorn('r Sorvi('e

Il is ()rlr' ( ( )llti( Ii()Ir lllll ( olrlrlo\ilv t ;rtr lro lriursLrtt,rl. ('(,nl rilI t () lliis is llrc lrt.liel tltat il is ottr.jotr
1() r'(,( liriln llre lrt.irlt lr r)l ()ul l)illilnls irrrrl inrlrlrivl tlrr,il rrr,llttcing. lrr t ollalrolatiort tr,ilh lrietrrls
lrtrrl lrrrl trlrs trt, Irirr.r, r,rlctrrlerl lttt strtiles I,) l{'ss Ii'lllnlill(, llur)llglr \.irrir)lrs rrr'(li('ll ptoit,r'ls
anrl ottflclr< ll's. 'l'lttouglr llrcst ittitillilr.s, \r(\ irr(.tl)l('1() (,nllro\\'(,t tlt(. lrlrl)li( iln(l l)ttients lo
rrilk('l)(,ll('r rlr.r'isiorrs \rilll l){,tl(,r'iIrfrrlrrrrrIiorr lrrr,l Iritrr'r'orrlirlorrr','irt llrr'< lrriir'i's tIl(,l luilke on
Ilrt.ir lrottlllr. NclL,r r liclirlitrg lrttrl lr:rluirtlv rtt,r'r,r lrt r,at lrittg. rr r, ttplrolri ir s ilrrl)lc conttu itlttt,rtt "\\i'
lislt'tt. rtc r ittt'.'

is lrr rrr:rk \\illr l)irti(,nls IIrrl rr.l:rtiv|s in ()r'rlr'r 1o l)lril(l llusl lrrrrl t,llit ir.rrr'1. 'flris irtiliati\'r's tt.illt\
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will be intbrnred and guidecl by regrrlar (:ustomer feedbar:k ror:eived at various custonler care
tlesks and patients' t:entert'rl gr:idelines whi< h r.l'l' are l)utting in plnce.

The applit:ation rif quality managcment. systerns have denronstrtrt{r I hat il.'s bet ter when employees
are enlpowere(l lo fintl better ways of tloirrg things and tha( (.nll)owclmcnt l)cgins with
confidence; t,o be passlorral,e about elinrinating clutter and waste, where fewor layers amount. to
greatcr sinrplicity. We have trainecl scnior staff on strategic milnagonlr:nt. to create a teanl lhat
woul(l gutrranlee resoura:e rnanagL.ment arrd prr:pare sound sucr:ession plan. lt. is expectalion that.
l.he teanr will nranage our Hospital responsibly and rnaintaill higher perlorntancc on I)ehalf of our
rnany stakeholders.

As we propare for the opportunities and challengos ahea(I, w(, will cont.inue to nlakc det:isir:ns
based on t.he rreeds c,f our patients and the community. Kenyatl-a Natiorral l{r)spital recently
introduced a General Outpatielrts serviccs fnr walking patients in order to dscongosl Ar:cidettt
and Bmergency. This was a deliberate plans to fornr a now hoalth c:are syst.(fnr that we beliove
has the potential to transform the way care is delivered, and allows us t.o conl.ilrually inlprovp
I he healt h stat us of Kenyans.

Otrr goal is nothing less than to tle the best hospit.al in the country and beyond. Wo :rre l)rlrsuing
our goal by folkrwirrg one basic helief: always put, the noeds of l)aticnts first..

Wc have also nraintained a two way Corn nllrn ir:ation with oul' (:lienls thr"ough nraintaining
custonler feedback t.ool, provision of t:ust ollrcr care desks irnd I raining st aff various (l('parl rnent s
on customer care and cornnrLrnication.

Konyatta Nzlt.ional Hospital nlarragernont recogniz('s staffas ttre Illost priceless resource to ensllr('
srrstainable healt.hr:are services. We appreciatc t.heir cfforts and it is for this rcason that we
tleveloped and conl.inut'to irnpl('nrenl a sourrrl hunran rosollrce manltal that guitlos ottr rolatiolts,
nrotivation anrl valuo their efforts. Sur:h initiativr:s inchrde but not lirnited to tho relironl('nt
benefit schr:nre for t.he ernployeos that is jointly funderl by thc l)osl)ital arrrl lhe onrpkryees.

l)Lrring, the year', KNH won l,he Managpr of the yr:ar ,A.ward rlrrring tlre C0nrpany of l.he year awartls
(COYA). Dr. Joltn Ongk'r:h, Assislant I)iret:tor Reprorhrctivt Hetlth was a groal illspiration Lo tlle
hospital. The hosl:it,al also won Makt,abu Awald lirr establishiug thc first hospital b:rsetl library
l(, ('aloI for perliatrit pal ienls.

Hospil al developnrents

'l'he journey of tr:ulsformalion init.iated along 2012 has shown sonre renrarkable outcorne ill
;ystelrls improvallent, pal.iellts' carr: as r.r,ell creatitrg an ertablitrg ettvirollnlent as a greal placo
to work impacling l)ositivelv on stafl morale.

The Cardiar: Rehallilitation r.l'hir:h helps hunrlrerls of patients each yoar was rt:habilitatcd atrd
equiJlped with ultramoderrr catheterization lab. This facilit,y has roassrrrerl carrliovascrrlar ail
patients ol cfficienl and reliable servi(ies as woll as cclrnprehensive rrppro:rr:h to l)rev{'nting hoart
disease anrl reducing frrturo carrliac rlisease.

Kcnyat,ta National Hosl)ital prourlly rrffers rralio ally re(:ognizo(l spint'Fusiol ilrrrl Tot.al .loint
Replacement programs, both ol which have been certifierl to rnany trauma pzrl,ienls who have
bcen involved in roarl traffir: accident. In provirlirrg r:are a(:r'oss a cont.i]luurn, our scrvit:es inclurlt:
assessment, treatnrent arxl rchabilit irt ion, as well as preventative ( ale.

From a qrrality [)(,rsp(.ctive. tlrt' ftr:ility, rnaintairred IS0 9001:2008 (]erlilicate and cnrr:llorl
for the Joint Comnrission Accrer]itat,ion. I arn also very excit.ed to rel)orl. that our sper:ialis1,s
successfully sustained kidnoy translrlanl in bol,h a(hllts an(l chiklrerr n'illl ovor 100 pationls

L
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benefiting over the year. The rewards of all our efforts give hope beyond today's advances and
living life to its fullest beyond tomorrow.

The hospital has witnessed tremendous developments in the last financial year, to begin with is
the refurbishment of children oncology ward 1E by the Jewish Society in Kenya, pediatrics ward
3D was also renovated at a eost of KES 3 million courtesy of the outgoing Israeli Ambassador. A
similar renovation of Blood Transfusion Unit (BTU) was supported by Dr. Frank Njenga's family
at a cost of over 4 million.

We have made progress on the project to put up a Bunker for linear accelerator. It is hoped that
the International Atomic Energy Agency (IAEA) and the Government will continue to support
this project, to completion.

While proving facilities for training as part of the key objective, KNH introduced an avenue to
promote specialized healthcare both locally and within the region. Over the year, 198 nurses
graduated with various post basic higher diploma certificates in specialized nursing offered
by Kenyatta National Hospital (KNH). The graduands included critical care, peri-operative,
nephrology, accident and emergency and neonatal nursing.

The administration block has also been painted and now portrays a better image of the hospital;
the acquisition of more dialysis machines has also enabled the hospital to handle even more
dialysis patients.

I would like to thank all the stakeholders, donors, Board of Management, Kenyatta National
Hospital staff and clients and I encourage us to keep working together to achieve our vision.

Llly Koroe Tare

Chief Executlve Officer Slgn Date 16/O6/2O16



VI. I CORPORATE GOVERNANCE STATEMENT

Corporate Sovernance refers to the principles, processes and practices by which an organization
is operated, regulated and controlled so as to fulfill its goals and objectives in a manner that adds
value and benefits all its stakeholders.

The Board of Management of Kenyatta National Hospital is responsible for the Hospital's
governance. Both t,he Board and senior management of the Hospital are committed to the highest
Ievels of corporate Sovernance, which it considers critical in achieving t,he Hospital's mandate.
Accordingly, the Hospital therefore fosters a culture that values and rewards the highest. ethical
standards and personal and corporate integrity.

The Role of the Board

The Board's responsibilities are broadly set out in the State Corporations Act, Cap.446 Laws of
Kenya as well as the Legal Notice No.109/1987 that constitutes the Hospital as a stato corporation.
Specifically, the Board defines the Hospital's strategies, objectives and values anrl onsures that
its procedures and practices are in tandem to ensure effective cr:ntrol over strat.egic, financial,
operational and conrpliance issues.

The Directors bring a wealth of experience and knowledge to the Board's deliberations. Except
fbr direction and guidance on general policy, the Board delegates authority of its day-to-day
activities to the Management, through the Chief Executive Officer. The Board nonetheless is
responsible for the overall stewardship of the Hospital and assurnes responsibility for effective
direction and control.

Composition of the Board

The Board compriscs eleven (11) Direcl,ors including the Chief Executivc Offic(lr. Six of the
Directors are indepenclent non-executive dirr'ctors including the Chairnran. AII rrnn-executive
Directors retire after a term of three (3) years from the date of appoinlment anrl are eligible
for re-appointment, excepting the Chief Executive Officer, the renraining four (4) Directors are
institutional representatives bringing on Board closely-knit interests, experiences and balance
from and by key Hospital stakeholders.

The Chief Executive Officer is t.he Secretary to the Board and its Comnrittees. Flowever, with
the consent of the Board, these funct,ions have been deleg&ted the Corporation Ser:ret.ary who as
;he custodian of corporate Sovernance within the institution, works cklsely with the Board, its
Committees and the Hospital Managemerrt. In this regard, the Oorporal.ion Secretar.y facilitatos
all directors to have flrll and timely access to all relevanl. information, ensures thaf" the correct
board procedures are followed convenes meetings and advises the Iloard on all corporate
governance lrlatters atrd prevailing statutory requirements.

Board Meetings

The Board schedule of lneetings is prepared annually in advance. The Board holds its regular
meetings at least once every three (3) months and special meetings may be called when necessary.
During the year under review, the Board held four (4) regular and ten (10) special meetings.

\
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Committees of the Board

The Board has the following principle Committees that meet under defined terrns of reference set
by the Board. This is intended to faciiit,ate efficient decision-making ofthe Board in discharging
its duties ancl responsibilities.

Risk and Audit Committee

The Committee assists the Board in fulfilling its corporate governance responsibilities arrd in
particular to strengthen the effectiveness of the internal audit function; maintaining oversight
on internal control systems; provision of general oversight in risk and compliance matters;
and ensuring quality, integrity, effectiveness and reliability of the Hospital's risk management
framework. The Committee held four (4) regular meetinSs in the year under review.

Clinical Research and Ethics

The Committee's nrandate is to ensur€ the Hospital's healthcare system in general is functional.
Specifically, the Committee's responsibilities include identifying health care service problems
in the hospital and ensuring that they are resr:lved; review any changes on policy issues on
stanclards, qualit,y assurance an<l research; Iiaise with the Medical Advisory Committee (MAC)
on matters of quality health care delivery; and undertake comprehensive quarterly evaluation of
stanclards, quality assurance programs in the Hospital based on health professional's handbook
on quality management in health care in Kenya.

Human Resource Committee

The Conrmittee reviews and provides recontmendations on issues relating lo all human
resource matters including career progression, performance management, training needs,
staff recruitment, staff placement, promotions, demotions, discipline, and staff welfare. The
Committ,ee held four (4) regular meetings and thirteen (13) special meetinls in the year under
review.

Finance Committee

The Committee assists the Board fulfilling its oversight responsibilities relating to the Hospital's
finance, inforrnation and technology, procurement and related activities. The Committee held
four (4) regular meetings in the year uncler review.

Corporate Strategy and Enterprise

The [iommittee reviews Hospital policies in general and looks into avenues on how the Hospital
can raise funds, makes investrnent decisions and forges partnerships/linkages i reviews, assesses
and advises of the Hospital medium and long term business strategies; reviews the Hospital
strategic plan and focuses on strategic objectives that are business oriented. The Committee
held three (3) regular meetings in year under review.

G.r=:_l+r,r!
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Board Accountability

Performance Contract

The Board annually signs a performance contract with the Government as well as setting
Corporate Performance Strategies with Management and continues to perform an annual self-
evaluation exercise to review and audit, its role and success or otherwise to meet the challenges
envisaged at the beg.inning of each year.

Risk Management

The Board is irnplementing an integrated approach to risk management, also referred to as
Enterprise Risk Management (ERM), wit,h the objective of managing identified business and
operational risks in a structured manner.

Training and Development

The Hospital recognizes the importance of having a well informed and fully empowered Board
and Management. In this regard, relevant training and capacity development opportunities are
organized to equip Directors and staff with skills and knowledge necessary to effectively perform
their responsibilities

Conflict of Interest

The Directors are required to make written disclosures of any transaction in which they have
interest and which would constitute a conflict of interest and abstain from voting when such
matters are being considered,

Directors Emoluments

The Board of Directors are entitled to a sitting and other allowances (where applicable) for every
meeting attended, within the set Government guidelines- The aggregate amount of elnoluments
paid t,o [,he Directors during the financial year for services rendered are disclosed in the accounts.

Llly Koroe Tare

Secretary to the Board Sign Date 16/06/2016
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VII. I CORPORATE SOCIAL RESPONSIBILITY STATEMENT

Kenyatta National Hospital is conrmitted to providing healthcare services to the public' and communities we serve. The Hospital has continued to initiate formal Corporate Social
Responsibility (CSR) through conducting outreaches tn deliver services to needy members of
t.he cornmunity.

During the year, KNH reach attended to over 3000 patients through outreach ancl screened over
5000 members of the public for various diseases. These helped to identify community needs
and opportunities for collaborative partnerships. In addition, almost twenty researches were
conducted in health specialty and over ten papers were presented in international scientific
forums.

Kenyatta Natioual Hospital also provides care to all regardless of ability to pay. ln 2013/14, the
Hospital incurred over KES 7 million debts given as credit to financially challenged patients
ftajority who will never afford to pay.

In keeping with our mission, KNH is proud to partner with both local community associations
as well as nationally recognized organizations to offer a broad range of specialized healthcare
and education outreach programming. The Diagnostic department in collaboration with cancer
treatment centre and Eco Bank facilitated screening of over 3000 Kenyans on breast, cervical
and prosLate cancer and offered free medical treatment fOr radio and chemotherapy for more
than 50 patients.

The Diabetes ancl Endocrine center professionals in collaboration with partners provided
interdiscipl inary screening to the public in disadvantaged areas such as slums where majority are
financially challenged to afford specialized medical services. This allows patients to conveniently
access the entire team in one location, ensuring a holistic care and long-term relations with the
public and promotion of corporate image.

similarly opemtion ear drop project helped needy patients to reclaim the n'earing capacity of
the children. The team operated more than thirty years for children who have congenital and
acquirecl hearing defects.

The team also train about ten (10) Kenyan doctors &nd a Rwanclese, wlth a view to impact
knowledge and skills as well as evaluate the new technology to conduct complicated ear surgery.

In collaboratiort with specialist frorn Llnited Kingdom, Medical and Educational Aid to Kenya
(MEAK), KNH cardiologists continued to restore health of children with congenital heart
defects. A t.hree year old boy was atnong over 30 children who received successfully open heart
surgeries from the project.

The level of dedicatiolt alrd participation from people from all over is simply proof that KNH will
contilrue to touch so marty lives. We are exciled to see what kinds of unique healthcare activities
the dedicated staff have given to needy Kenyans who were hopeless and at the point of despair.

Lily f,.oroe Tare

Chief Executive Officer Date 16106/2o15Sign
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vilt. IREPORT 0F THE DIRECT0RS

Th0 Direct,ors srrbnrit their report t,ogotlrer wit.h tho {luditod fillatlciii] sl.alPllleltts for the year

cnded Jr.rno :|0. 201.1 wltit:lt show tlle stal.e ol the Hospital affairs.

Principal activities

Ilrr:eivilg 6f pal.ienl,s on relerr:rl; la(:ilitating ntt:tlir:al odttt:al.iott ttttd researt:lt atttl prarticipatiltg

as a national refi'rral hospital itr Natiolral healtll planning.

Results

Thc rr:sults ol the Hospital for tlle ycar t:trdetl Jttne 30, 2014 ar(l sel oLlt oll page I

Directors

Tltc Boartl of Direclors wlto st'rvt-'rl t.luritrg the year is sltor't'tt ott pagt iv

Auditors

Thr: Arrditor Gctreral is rtsponsiblt' for the statutory audit of tlrt' Hospit,al itt at'corrlanrc with the
(lonstit ution Cap-229 Set'ti<ln 4(b).

By Order of the Board

Lily Koros Tare

Secretary to the Board Sign Date 16/06/2015
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I\. I ST,\'t'E\mN'l 0F t)llrECT0lls' RESI'0NSIlltl,ll'lES

Sccliorrlll ol tlrr, I'rrlrlic I,-irrancr.M;Inirg(,nl(,nl i\r'1. J0l] iutti scclittlt l.l rrl'tlrc Slitlt'(lttrprrral irttts
r\r't. rr,rlrrirr'1lrr,[)irct tols to I)l'r'lJirr(, lirrarrliirl slal{'l]l(.lls ilt reslrr,r't ol lltt' Hoslrilttl. u'trich givt'
a llr(' igt(l lair vicu r)f lll(, sl lt{' of ;rfftrirs ol llre Ilospil al irl l}rc tttrl of lltr' [ittiurt iitl ycitr rtrtl tltt'
o1x'r';rl itrg rcsrrlls ofllrl Ikrspilirl li)r tlrlt \'(,ilr'. Tlre l)ircclr.,r's itr('itlso r('cqttirorl 1o 1'llslllo tllal tllo
iloslrilirl kr,r.1rs llrrrlrt.r ar,r.ourrlirrg rr.t orrls rvlriclr clisclosr.u illr rr.irsonitltlo il('( lttit( 1'lltc filtitttt:iitl
l)()sil io1 oI tlrr. Hospil;rl.'l']rr. l)iror'1.ors rrrr,irlso rcslrrtttsiltlt'lirl salegttartlittg tll(' ilss('ts ol lll('
I losl rit a L

'l'Irr.L)ircr.tors trrt loslrotrsilrlc Iirr llrr, prt,p:rtalion iur(l l)r'{.st,nl-iltir nl of llrt llospilll's fillall( ial
slirl (.1ti,pts. rr lrir.lr givr. it l 1l(' irn(l lail vitw (,l lll(, stale ol affait s ol'th{. Hosl)il ill li)r ;trt(l as itl I Il('
r.trrl rll tlrl l'irrirnt i:rl t'r'irr crtrlerl orr ,lurrr,:i(1. ?(ll{. Tltis rt,slrottsilrilily iltt:lttrk's: (i) nrrrittlaitlittg
Irrk,rluirtt, litrarrr.i;rl ntaItilg('ltr(,tlt iLrrang('rlerls artrl r.trsttring lhtrt llx'st'(otlTitLtl('lo hc t'lfeclive
lllt'ollgllr)ul tll(' rr.lrot'linA It.r'iorl: (ii) tnilinlirining lrropt,t itr't ttttttlittg rctorrls. $ltitll rlisr,Irst'
uillr Lcirsorralrlc it(( urN{\ irl alry llrrre tlre lirr;rrrt iirl lrosition of lhl llospitll: (iii) rlesignittg.
irn l rlornr.r rl i g tutrl rr rl ir rt:r irr ing irrlcrrra I r'orlrols l'(,lrviull t() t lre I,r('l):ll itl io zltl(l lilit'I)l-('s('tllirli('ll

rlur,to orrrrl' or l|arrrl: (il') sali'grralcli g lh(. ilss('ls rrl lhr. Iloslritirl: (\-) sr'l('( ling;tlttl itp|lf ittg
ill)l)r{rl)ri lt(' ir(,('()ur)lilg troli( iosi irrrrl (r'i) rtutkirtg alcottltling ('sl intitt('s tllat are reils()llal)le ill
I lr' ( il ( lln tsi it ( ('s.

'l'Irc IIo;IlrI oI I)ilt,r'lors l( ( i'l)l r{'sl]r)llsilrililr'lirr I lrt, Hoslrit a l's litrtttr'ial slat('nt('tlls. wlti( lt }tilv('
lrt.r,rr lttcpirrerl ttsitrg alrpt'o1-rtiirl(.a('(()llnlilrg policios supportt,tl lrt, re;tsottalrlt'attrl lrrtttlt'nl
jll(lgntonls iln(l ('slinlirl{,s, irr r,orrIirrrIrilI rrilIr Irrlt,rrraliottlrl I'rrlrlil' S('('tot A( (()tllltittg Stttttdarrl
(ll,SAS). i r(l ill tlrrt lllIIn(,r r('(lllir('rl lrv tlrt. I'l'N'l A|t irtrrl lltC Sl1ll(, ( lorl)orirliotls r\( 1. 'fll('
l)ire|lors ar{' of llrr. r,|inir)n lllirl llrt' flrrslrilrl's l'ittiurcial slirl(,rIl('ttls giv{'il tlllt' attrl fitir vit'rr
ol llt('slirt('ol lloslril;rl's lriursir( lions rlttritrA tltt, littutliitl J-{,itr ('tt(l('(l .11111c il().201'1. allcl oIlhc

ir( (.olt1l in! n'r.orrls r r r I r i r r t i r i I r r , r I lirr tlrr. Hospit a l. \\,1) iclr IIave lrct,n rr:liorl l llroll ill t Ile I)11'pl l al ioll
ol l lrc Il,rsliitirl's Iirrartr.i:rl sl:ttlnl(,nts :rs rvr'll as lhc rrrlt,rlurtt l' ol l ltt' s1'sletrts of ilttcrtttrl Iittittlcial
conltrrl.

Notlrirrg lltrs t,olrrI lo th(,a11(,nti()r'l ol'llrr'[)iIr,r'trirs lo irl(Ii( irt(,tIriIt lll(, Iloslrilrtl $il] Itol t't'lttititt
il Aoing (.r)n( ('t n Ii)f itl l('irst tlle ne\l tu'(,lv(, lr(,nllrs lr'onl tlr(' r lirtc 0l' tltis stiltelllt'llt.

Approval of the financial st&tements

'l'lre Hospitals lirrirrrcial slirt{,nnnls s't.rc alrlrrovr:tl lrr'llrc Rourtl r)n 2l)llr S('l)t('nrtior 2(ll-1 arrrl

signt.rl orr its lrlhalf lrr':

Mr
T

I

Di Director Director
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OFFICE OF THE AUDITOR.GENERAL
REPORT OF THE AUDITOR GENERAL ON KENYATTA NATIONAL
HOSPITAL FOR THE YEAR ENDED 30 JUNE 2Ot4

REPORT ON THE FINANCIAL STATEMENTS

I have audited lhe accompanying tinancial statements of Kenyatta National
Hospital as set out on pages 1 to 34 which comprise the statement of financial
position as at 30 June 2014, and the statement of financial performance,
statement of changes in net assets, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and
Section 14 of the Public Audit Act, 2003. I have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for
the purpose of the audit.

Management's Responsibllity for the Financia! Statements

Management is responsible for the preparation and fair presentation of these
linancial statements in accordance with lnternational Public Sector Accounting
Standards (Accrual Basis) and for such internal control as management
determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

The management is also responsible for the submission of the financial
statements to the Auditor-General in accordance with the provisions of Section
13 of the Public Audit Act, 2003.

AuditorGeneral's Responsibility

My responsibility is to express an opinion on these financial statements based on
the audit and report in accordance with the provision of Section 1S(2) of the
Public Audit Act, 2003 and submit the audit report in compliance with Articles
229(7) of the Constitution of Kenya. The audit was conducled in accordance with
lnternational Standards on Auditing. Those standards require compliance with
ethical requirements and that the audit be planned and performed to obtain
reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgement. including the assessments of the risks of
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material misstatement of the financial statements, whether due to fraud or error.
ln making those risk assessments, the auditor considers internal control relevant
to the entity's preparation and fair presentation of the financial statements in

order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the
Hospital's internal control. An audit also includes evaluating the appropriateness
of accounting policy used and the reasonableness of accounting estimates made
by the management, as well as evaluating the overall presentation of the
financial statements.

I believe that the audit evidence obtained is sufflcient and appropriate to provide

a basis for my qualified audit opinion.

Basis for Qualified Opinlon

1.0 lnventories

As similarly reported in 201212013, the inventories balance of Kshs.324,851,000
as at 30 June 20'14 excludes deficits and surpluses amounting to Kshs.1,370,795
and Kshs.3,335,700 respectively. Although a Board of enquiry to investigate the
cause of this deficits, surpluses and obsolescence had been established and the
report submitted in September 2014, the adjustments had not been effected in
the inventories balance of Kshs.324,851,000 as at 30 June 2014.

Consequently, and as in the previous years, the validity and accuracy of the
inventories balance of Kshs.324,851,000 as at 30 June 2014 could not be
ascertained.

2.0 Receivables from Exchange Transactions

2.1 As previously reported in the year 201212013, the receivables from
exchange transactions balance of Kshs.1,018,659,000 as at 30 June 2014
includes receivables from institutional debtors, individual debtors, Ministry
of Health (WB) and temporary imprest amounting to Kshs.l70,284,869,
Kshs.2,428,854,702, Kshs.2,467,265 and Kshs.2,720,311 respec{ively
which have been outstanding for a considerably long period of time.
Similarly, the balance of Kshs.1,018,659,000 include Kshs.375,31'1.730,
Kshs.3,061,110, Kshs.'132,324 and Kshs.26,210,15,4 all totalling
Kshs.404,715,318 for NHIF, RD cheques, Rojeans Caf6 and rent
respeclively which have been outstanding for more than one year.
Although a provision for bad and doubtful debts of Kshs.3,613,457,000
has been made for individual debtors (main hospital) and
Kshs.144,568,000 for other receivables from the Ministry of Health, the
recovery in full of these debts is doubtful.

The balance of Kshs,1,018,659,000 also includes amounts of
Kshs.450,152,154 due from National Hospital lnsurance Fund (NHIF).
However the financial statements of NHIF as at 30 June 2014 showed an

?.2
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amount of Kshs.82,411,250 was owing to the Hosprtal. The resultant
difference of Kshs 367,74O9U between the two figures has not been
reconciled or explained as at 30 June 2014

The balance of Kshs.'1 ,018,659,000 also includes prepayments totalkng
Kshs.31,733,575 relating to supply contracts for three firms in the amounts
of Kshs.15,792,6'1 1, Kshs 2,213,309 and Kshs.13,727,655. As srmrlarly
observed in the previous year, the first prepayment is in dispute while the
second one rs under investigation The thrrd pre-payment relates to mtcro
filming project at the hospital which had not been completed as at 30 June
2014.

The balance of Kshs.1 ,01 8,659,000 similarly includes an amount of
Kshs.96,361 ,633 in respect of letters of credit issued by the Hospital to
forergn based firms for supply of various goods and servrces. As in the
previous year, the goods and services have not been recognized and
accounted for in these financial statements.

lncluded rn the receivables balance of Kshs. 1 ,018,659,000 rs
Kshs.23,684,480 being an amount paid by Kenyatta National Hosprtal on
behalf of Monarch lnsurance Company rn respect of claims under staff
superannuatron scheme for penod December 2005 to September 2007.
The payment was authorized at a Kenyatta National Hospital Board's
special meeting of 30 January 2014 and the money was to be refunded to
hospital thereafter. However, as at the trme of the audit, the money had
not been refunded and the management has not indicated when the same
will be refunded.

ln the crrcumstances, and rn the absence of any other informatron to the
contrary, it has not been possible to confirm the validity and accuracy of
the receivables from exchange transactrons balance of
Kshs.1,018.659,000 as at 30 June 2014

3.0 Property, Plant and Equipment

3.1 As reported n 201212013, the property, plant and equrpment balance of
Kshs '1 1,726,762,000 as at 30 June 20'14 rncludes 4 parcels of land wrth a
total of 0.6862 hectares valued at Kshs 50,600,000 which have been
excised and allocated to other partres. Further, the property, plant and
equrpment balance of Kshs.1 1 ,726,762,000 also includes three (3) parcels
of land with a total of 4 471 hectares valued at Kshs 329,000,000 whose
ownership status is contested bet\irreen Kenyatta Natronal Hosprtal, Kenya
Medical Trarning College and National Qualrty Conkol Laboratory.

Land registration number LR/No 209/13978 valued at Kshs.220 milhon
and measurrng 2 544 hectares has a trtle deed but the land rs lointly
owned by Kenyatta National Hospital, Kenya Medrcal Training College and

T

T
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the University of Nairobi. lt is not clear why the parcel should be shown as
if it is wholly owned by the hospital.

ln the circumstances, it has not been possible to ascertain the ownership
status of the parcels of land in dispute, and that the balance of
Kshs.11,726,762,000 as at 30 June 2014 is fairly stated.

4.0

4.1

National Hospital lnsurance Fund (NHIF) Loss

lncluded in the general expenses of Kshs.2,074,480,000 for lhe year
ended 30 June 2014 is National Hospital lnsurance Fund (NHIF) loss of
Kshs.37,941,000 (2013: - Kshs.323,843,000). The loss is net of rebate
received from the NHIF and the amounl the Hospital spent in the
treatment of NHIF members. According lo information available, the
Hospital entered into a contract with NHIF in August 2008 to heat NHIF
members at a rebate rate of Kshs.2,400 for inpatient care per day.
However, the contract expired in August 2010 and had not been renewed
as at 30 June 2014. lnformation available in the contract document
indicate that the contract provided for a variation for the ratdof rebate
depending on quality management reports and increase of scope of
services. However, this rebate rate has remained the same despite the
continued losses.

ln the circumstances, it has not been possible to confirm the propriety of
this particular expenditure/ loss amounting to Kshs.347,941,000 for the
year ended 30 June 20t4.

4.2 Free Maternity Loss

The general expense of Kshs.2,074.480.000 also include a loss of
Kshs.133,900,000 occasioned by the free maternity services offered by
the hospital as per the letter ref. ACC/FCM HS/l/ 28A dated 1 April 2014
from the Cabinet Secretary, Ministry of Health which communicated the
decision by the Governmenl to reimburse an amount of Kshs.'17,500 per
delivery. However, Kenyatta National Hospital being a referral hospital
receive complicated maternal referrals, and as a result the costs are
higher and the reimbursable amount of Kshs.17,500 has remained the
same despite the high costs. The hospital will therefore continue to incur
losses if the reimbursable amounts are not reviewed.

5. Borrowings

As previously reported, the borrowings balance of Kshs. 1 ,1 99,863,000 as at 30
June 2014 relates to a loan received in 200712008 from the Kingdom of Spain, in
form of medical equipment. According to information available, the loan was
payable by the Hospital at an interest rate of 3ok per annum on a reducing
balance for the first six (6) years and thereafter, the interest plus principal for the
next nine (9) year with effect from 'l July 2008. However and according to
records seen, no interest has been paid or accrued in the six financial years

\



since year 2008/2009. Although rndicattons are that the management has sought
assrstance from the Ministry of Health towards settlement of the loan, response
from the ministry was not availed for audit review. As a result, rt has not been
possible to confirm the accuracy of the loan and that the long term habihty

balance of Kshs 1 ,1 99,863,000 as at 30 June 2014 rs fairly stated

Qualified Opinion

ln my opinion, except for the effect of the mafters descrrbed rn the Basis for
Qualilied Oprnion paragraph, the financial statements present farrly in all matenal
respect the financial position of the Hospital as at 30 June 2014 and of tts
financial performance and rts cash flows for the year then ended, in accordance
with the lnternational Public Sector Accounting Standards and comply wtth the
Kenyatta National Hospital Board Order 1987.

Edward R.O. Ouko, CBS
AUDITOR GENERAL

Nairobi

22 Jvne 2015
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XI. ISTATEMENT OF FINANCIAL PERFORMANCE

Eevenue from non-Exchange trusactiona
Grants from National Government

Orants for donor funded pro,jects

Public contributions & donations

Bevenue from Exchange transsctlono
Rendering of services

Rental revenue from facilities
Finance income - external investments

Other income

Total Bevenue

.Expenees
Clinical cost

Employee Costs

Board Expeuses

Depreciation and amortization expenses

Repairs and maintenance

General expenses

Donor funded Projects exPenses

Total expengee
Other gains/(loeees)

Gain/(loss) on sale of asset

Surplus/(Deflcit) for the Period

g0l8
f.hi. :00O

5,809,361

160,876

16J83

s,322,7t7
167"906

73,649,

72,2U

1,164?98

6,001,637

19,798

48?,E19

165,253

r,606,683
160,875
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\il. I s'tr\t'ENIENT 0F I.'l\,\NCI\t. p0St't't0N

Note

\

Assets

Current Assets
(lirslr & t irslr Bqllivirl('nts

ltccc iv:r lrll Irotrr txllrarrgr, Il'iuls:l(,tions

[ier:tir,:rlrlt' lroltt nolr- r,xt:ltirrrgo lransir(.lions

Ittvr.lrlorir.s

Non-Current Assets
l)nrpt'rlv, I)lanl & - 1.)rlu ipnrorrt

Total assets
Liabilities
Current Liabilities
'l'rarlr.irrrrl ot hr.r' pirvtr lrles liorrr lrchattgr,
I f ans;t ( lir) s

Itefiurrltrlrlc rirltrisils lfotrr luslotners
I)tovisirrtr li rr lt'trvr'1rirv

N()ll-( llfl'('rtl eltr;tIryor. Irr,rrr.lil olrligal iott

I)iflfercri irrcrinre

Non-Current Liabilities
ll rrron iltgs

Total Liabilities

Net Assets
( 'a1rit rr I llt,st.rvt's

,,\r'r'rrnrr r l;rl cr I I,'turr l

llt'valttirl ion Iltsr.rvl
Total net &ssets end Iiabilities

Chief Exec

t7

l8
t9
20

2t

22

24

25

26

2014

Kehs. '000
2013

Kshs.'000

1,I39.tt0l-r

48.1,1l;j

3,473,a82

I 1.6811.r>:iJ

I 1.685.t):t:l

15,159,364

I,{i07,2r9

1,018,(i59

I>2ll,tl.l4

324,nIil

9,4?6,6g8

11,72tt,762

11,726,762

l,,120,,,886

l,J-r7l ,41-rlt

l7s 5l-t4

8l-r9,123

20,022

109,1-r44

310,830

6?,fl)ti

i,t{il,ow

9Ul-r,:l(i?

:,2.01)T

I Ir).{)0r)

:l10,8:l(l

6l-r,000

1,603,294

27 I,l9g,r i:l 1,1t19,8(i;i

21606,800 2,703,167

12,636,465

4,1 I 1,04i-r

(673,9:)2)

I,199,351

12.456.20r1

:\.717.54tt

(460,ri89 )

9,199,31-rl

16,169,364

'l'ltc [riltitltciitl Slill('ltl('tlls s('l olrl o]l pirgr.s I to2ll wott sigrrr,rrlolr lrr,]rallol llrt, fJoirrrl ol l )irccl ors
lrl

fuJr
Chairperson of the Board

Date 16 2015

fficer

Date l6/06/2015
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XIII. I STATEMENT OF CHANGES IN NET ASSETS

Capltal Aceumsle$ed Bevaluatioa Totnls
Begerveg Fund Beserve
Kshs.'OOO f,r r.tll0o Kshs.'0o0 fdi.'OOO

Belance as &t 30th June 2O12

(Deficit)/Surplus for t,he year

Capital adjustment,(Grant -development)
Balance as at SOth June 2Ol3

3,257,946

459,600

3,7L7,,646 (400r09e) 9,1S9,86t 18,{66#08

(547,846)

86,668

9,199,351 11,909,950

86,658

469,600

(Deficit)/Surplus for the .year
Capital adjustment(Grant-developntent)
Bal&nce er et SOth June 2014

(215,243) (213,243)

308,600393,500

{![11.,046

-1L.. -=.=;,-,ar;uul"-.
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xrv. ISTATEMENT 0F CASHFLoWS

Cash Flors from Operatlng Activitler
Net Surplus/(Deficit) For The Year

Adjusted For: -

Depreciation
Investment Income
Grant Projects
Profit/ Loss on disposal of fixed asset

Operating Deflcit Before Working Capital Changes

(Increase) / Decrease In Stock
(lncrease) / Decrease In Trade Receivables

Increase / (Decrease) In Trade Payables

Increase / (Decrease) In Deferred Income
Increase / (Decrease) In Provision for Leave pay

Net Cash Outflow Fror.n Operaling Activities

Cash F'lowE From InvestinS Activlties
Purchase Of Fixed Assets
(lncrease) / Decrease In Work In Progress
Froceeds from sale sf fixed assets

lnvestments Income
Increasing in Capital reserves
Net Cash Outflows From Investing Activities

Ceeh Flowe From Finanelng Aetiwitiee
Projects Grants
Net Cash Inflows From Financing Activities

(Decrease)/Increase In Cash and Cash Equivalents
Cash and Cash Equivalents at the beginning

Cash and Cash Equilrelente et the erd

8018

Xsh.'00O

86,668

43?,819

(73,649)
(160p75)

(s6)

(70,?16)

(728,070)

680,r67
(74,338)

(819,0o?)

66,'.122

218

79,449
1159,600

r60,976

629i00?

1,04236r

i

li

ffi
j
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xv. ISTATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

Original Ad,iustments
Budget

f inal Actual on Performance
BudgetComparable Difference

Basis
2014 20t4 20L4

f,ehs.'0O0 Kshs.'000 Kshs.'000

2AL4

Kshs.'000

2014

Kshs. '000
Recurrent Budget
Revenue
Grants from National
Ciovernment

Grants for donor proiect s

Puhlic contributions &
(lon at ion s

Rendering of serv iccs

Rental revenue from facil it.ics

Finance income - external
invostments
0t her income
(iairr on sale oI asset

Total Income

Expenditure
(.llinical Oosts
Employet'Costs
Brrirrrl Expenses

Depreciation anrl arnort.izat irltl

Repairs and mailltenan('e
(i eneral experses
I)onor Proj ects Expenses
Total Recurrent Expenditure
Surplus/(Deficit)

7,687,460 2,879

200,000

4,124,t04
191,962

20,000

108,944

7,590,338

220,925 20,925

7,6S0,338

200,000

4,124J44
191,952

20,000

108,944

5,539

3,857,703

136,334

141,156

82,r80
(5,421)

6,539

(966,401)

(56,618)

l2r,l56

(26,764)
(6,421)

la,agz,ilnb 2,879 12,,A86,888 12,028,766 (200,088)

a,145,036
7,58ry60

23,M0
509,668
972,061

1,,494,806

?,00;000

22,379
11,929

(3,440)

(67,400)
39,411

2,L67,4t3
7,599,388

s0,000
609,568

204,661
1,584,807

a00,0,00

1,363,r51
7,929,473

18,486

460,742

175,341

2,074,480
220,925

(804,262)
390,085
(1,514)

(45,427)
(29,320)
640,173

20,s26

12,2s2,45s 2,879 12,236,338 12,247,998 6;669
(213,248) (215,249)

Cepital Budget
I.-unrliug
GoK Developnrent/ Capital (irant

Internal savings
Total Funding

630,000 (236,500)
200,568

39S,600
200,668

393,500
200,568

(35,932) 694,068 694,068

(35,932) 694,068 550,708 (43,360)Capital Expenditr.lre
Under/(Over) utilisation the
period

680,1000

630"000

.frrg

43,C60
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I. I N0TES T0 FINANCIAT, STATENIEN'tS

Statement of coruplianr.e and basis of prt'lraration

Tht Ilosllital's finatrrrial slitl('r1r('nts have boerr pro;raretl irr accorrlanr:c willt iLrrrl r:onrply witlr
I tl l erttat.itttt:rl Pttltlit: Sci'lot A((:oullting Stantlaltls (ll']SAS). The finarrr.ial statcnlents al.('
lrrt'scttlerl itr Kenl-a slrillirtgs, rvltir'Ir is the flln(tionirlan{l rol)orling (irlrr(,n(.v of llre Hospitirl ltrtl
all vulttt's ilre rottltrlt'tl lo lll('rtoirr('sl thorrsanLl (Ksh(100). TIre accourrtirrg lrolir.it,s have btt,rr
collsist('ntl\, applied to all llrr, ye;rrs presetlto(1.

\

Tltt' lilrarrciirl staleln('nts ltavo trcCn prcparcrl on llrr, ltirsis of historir.al r.ost.
()llr('ru'ise. 'flrt: Iaslr flo\\' statonlent is pr0ltart,rl usintl tlte inrlirrr:l rrr('llrorl.
slal(.rn('nts are prol:arorl orr a('r'nral ltasis.

r r nloss st al t,rl
The lina ncial

Suurtnary of significant Account iug Pt>lir.it's

a) Rt'venue recognit iorl

Revenue fronr non-cx('hange t ransacl ions

F ces

'flrt'Hrtslrilttl re(ogllizt's r('|v('nu('s ll'orn fees lvhcn llrt'r'\'('nt oc(rurs arrtl llrr. ass(,1 re(:ognitiop
t'rilt'ria are Illet.'l'o tll('('xl('nl tlrat there is ir r0litltrl corrrliliolt atla(:]l('(l lltal $olll(l Aive risc to
a liallililv lo re[)a)'t]r('iunollrlt, rlelerred inconrc is rr.r'ogrrizerl insteaci of r('vctlu(,. other 1url-
t'xr'hattgt' rtvollues are Io(ognizr'(l $lrt'n il is prolrirlrl0 lllat tho filtule e(.ononlic lrenefits or.
s(ll'vi(e I)oletltial associale(l rvitll tlre asset r|ill flo\r, l(, tlle Hr.rspilal al1rl tlLt'lirir vzrltre ol tlr0
rlssot ( an lre nteasurcrl rolilrbll'.

Transfers from othcr govcrnlnent entities

llevt'nLtcs Irom Iton-r'xt lrang('1r'ans (tions willl ol ll{'l' govorilment olltili{'s aro nroasulerl ett fajt.
vaittoanrl ro(,ogrlize(l otl ol)taining control oftlreassot (('irslt, go()(ls. s(.r'vi{.r's irrrrl Plopt'rt1') ifl}r0
trallsf('r is free frottt t orl(liliotrs arrri it is prolrable lhat t ltt' cCon0nric ltorrt,lif s ()r st,rvico potenl ial
rclirto(l lo the assel rvill flo$ to llli, Hospital arrtl r.:trr Ir0 rrrctrsrrrorl rt,lialrlr..

Governrnent grants

(iovorlllllellt gt'allts ar('re(ognizo(l in slatenl('nl ol firrartCirrl ptlrforrrraltco orr a svstematiC btrsis
ovor llrt'poriorls in ulrich lhc gr:trrls lre inten(loal to (()rlllonsate.

(i()vorllulent grallts wlrosr'[JrirrrarY tontlitiorr is llrat tlre Hospita] slr()rrlrl prrrchase. constrlt(.1
ttr otlterrvise itr'qttire Itttt t-<'u l'rt'nl. ilssets are rer'0gttizerl as rleforrerl inr.0trrt, itr tllr statenlent ()l
fittttt< ial prtsition alttl tratts[r'rrori tl) ( ell)ital r(\s('rve i)n lorrrploliorr/ ar,Lluisiliotr.

(iov('l'llnlont grallts t ltat itro rr"r'ci'" ablt, ls ( onll)(,nsart iolr for expensos or krsst's iLlrt'ady ilr.trrretl
or [ttr t]tc pllrl)ose of givirrg ittttrrr.rliirle linan(i:rl sul)l)orl lo the Hoslt]ital $'ith no flttrrre relato(l
( osts aro r('cogllize(l itt tll('stalenlortt of finant;ial ptrforrnanco irr lhr,poriorl irr which thoy
bct:otrtt, roceivable.

|}
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II Revenue from exchange transactions

Renclering of servic:es

TIte Hosltil rt I recog nizes rov(.nuo ltorr Ie rrrleri rrg of scrv icos Ir.y rrrleron( c t o t Il(, sl itge of (.onll)lct i( )

u'ltr:n tlte oLttconl('ol the trarsactil)rt car lre estinrattcl rcliablv. TlLe st,arlle ol conrlrlel.iorr is
nttitsLtLt'rl by referent c lo labortr lrorrrs irrcLrrrcrl tr.r clat e :rs a ])er( (,nl alg(, ol' t ol irl 0st intat eri laltour
Itouls.

Wltcxt llttr (totttrit( t otltcollrc (:iulrol be tnoasttrerl reliahlv, rov('nl.l(, is rt,r:ognized oniv to tln.
extelrt tllirt t he oxpenses irrcullod are rer:overzrblt,.

Sale of gootls

Revr,'ttLtt frottt tlrr: salc ol gOotls is re('ognizo(l rvll(,r I Ile significatrt, risks anrl rt:wards of owrrorshilr
have been tr:tttsfcrred l.o tlte ltttl,ct', ttsttitllv ott tlt'livcry of tlle goods and u'lrtn the atnorrnt of
rt'vctlttt' t:a lt lrt' ntea su rot l rclialrly :rtrr l il is plolialrle I Ilill, l he eoonolt ic hcnr.fit s or serv ice pol t,nt iaL
associirlerl with the trit sa(lj{)}l lVill flow to tlr(,Hosl)ital.

Interesl inconre

Itttorest ittr,rtttte is ttt:t:tttetl ttsing lhr: o[1i,r'tivo yiold rrretlrotl. 'l'lro efli.r'l.ive viold rlisr.orrrrls
estitltilte(l Irtltttt' r:ash Ie(lejl)ts Ilrrough lhe oxl)e(to(l lili' of llte finant-ial assot l.o lhal iLsset's
ltc[ (:lllyir]g arirount. Tlr0 nrellrotl applir.s llris vielrl lo llro lilirrcilral olllstitn(iing 1o (l('t(,rl ine
inlelesl ina otn(. erach puriorl.

Renl.al income

Rettlal ittcottte ittisirtg front tipet'a1 ittg lt'ast,s on inv(,,:jt tlll rrl l)r',,1)erlies is i1((()r-ltrtc(l fol on a
stmiglll lirt(, Irasis over llro lr,asr, lcrrrrs irrrd irrr.lrrrle.il ilr rcvcrrrrr..

b) Burlget,information

'Iht'attttrtrl lrttrlgol. is prepititrl otr lIrr,accrrrirl l)irsis. tllill is, all pllrnrrcrl costs anrl inconte art:
lttt'st'ttlt'tl irt ;t single slalorl(.nl lo rk'lornrirre t[l(.ncc:tis of llrell0slrital.Asart'str]toltlrr,rirtlopliorr
ol llto itt t rttitl lrasis ftrr Luilgt'l ing l ) rl rl)os('s, tlrr,r'r.irre no lrlsis, t ilting or Hospit:rl d illi,r't,t lcos l ltat

llll(lgct aIl(l a('t uill ilntoutrts.

(') Ploperty, l)l?rnt ancl ('quipnrent

krsscs. (losl inclttrlt's crpentlitrtt'e lhat is rlircr:llv attlil)utal)l(' lo Lhe acquisitiorr ol the iterrrs.
Wlrett sigltilir:atIt I)arls ol l)rol)oIll,, lrlanl arrrl orlrrilrrrr,rrt ale ret;Lrirt'rl t() lrr. rclrlirt:r'rl at inlervals,
lllc Hos|ilal Ie(:ognizcs sur:lr 1;arts as irrrliviclual irssels witll spr:ci1i| rrst:frrl lives arrcl (lept'r'ciatos
tlteltt accorrliltglv. Likelvise, rvltott a nritjor irrslret tiorr is liulirrnrerl, its cost is lccognizecl in the
t:arryiltg:tttlollllt ol tht' Ilarrl atrrl t: r 

1 
t t i 

1 
:r t t r r. I r I as a relrlatenrclrl il tlre re(:og1riti()ll rritct'ia art

salislit'tl. All otltr:r rt'pirit itttri nlainlenln( ('('oslii al'e l'e(:ogrliz(,(l in srrrplrrs or delicit as inctrrle'rl.
Where;rtt ztsst'1 is acrluitetl itt a rron-r:rt lriurge tralsa('tiorr lirr rril trr rroruitral r:onsirleration tlro
asscl is itriliallv rrreirsrrrcti ll il.s f:tir valrro.
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Land is not depreciated. Depreciation on other assets is calculated on a reducing balance basis

to write off the cost of each asset, or the revalued amount, to their residual values over the
estimated useful life. The annual rates used for this purpose are as follows;

Buildings
Plant & Machinery
Furniture and Fittings
Mot,or Vehicles

Tractors
Computers, copiers

Medical Equipnrent
Intangible Assets

2.5%

12.5%

12.SVo

37.5%

30%

12.5%t

30%

d) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets

acquired in a non-exchange transaction is their fair value at the date of the exchange. Following
initial recognition, intangible assets are carried at cost less any accumulated amortization and
accumulated impairment losses. Internally generat,ed intangible assets, excluding capitalized
development costs, are not capitalized and expenditure is reflected in surplus or deficit in the
period in which the expenditure is incurred.

The useful life of the intangible assets .is assessed as either finite or indefinite.

e) Inventories

Inventory is measured at cost, upon lnitial recognition. To the extent that inventory was received
through non-exchange transactions (for no cost or for a nominal cr:st), the cost of the inventory
is its fair value at the date of acquisition.

Costs incurred irl bringing each product to its present location and conditions are aceounted for,
as follows:

Raw materials: purchase cost using the weighted average cost method.

Finished goods and work in progress: cost of direct materials and labor alld a proportion
of manufacturing overheads based on the normal operating capacity, but excluding
borrowing costs

After initial recognition, inventory is measured at the Iower of cost and ne[ realizable value.

However, to the extent that a class of inventory is distributed or deployed at no charge or for a

lominal charge, that class of inventory is measured at the Iower of cost and current replacernent
cost.

Net realizable value is the estimated selling price in the ordinary course of operations, Iess the
estimated costs of conrpletion and the estirnated costs necessary to make the sale, exchange, or
distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the
ordinary course of operations of the Hospital.

-&r \. {E
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f) Provisions

provisions are recognized when the Hospital has a present obligation (legal or constructive) as

a result of a past event, it is probable that an outflow of resources embotlying economic benefits

or service potential will be required to settlc the obligation and a reliable estimate ean be made

of the amount of the obliSation.

Where the Hospital expects some or all of a provision to be reimbursed by Ministry of Health,

the reimbursement is recognized as a separate asset only when the reimbursement is virtually
certain.

The expense relating to any provision is presentecl in the statement of financial performance net

of any reimbursement.

Contingent liabilities

The Hospital does not recognize a contingent liability, but discloses details ofany contingencies in

the notes to the financial statements, unless the possibility of an outflow ofresources embodying

economic benefits or service potential is remote.

Contingent assets

The Hospital does not recognize a contingent asset, but discloses details of a possible asset whose

existence is contingent on the occurrence or noll-occurrertce of one or more uncertain luture

events not wholly within the control of the Hospital in the not'es to the financial statements.

Contingent assets are assessed continually to ensure that devek:pments are appropriately

reflected in the financial statements. Ifit has beconte virtually certain that all inflow of econolnic

benefits clr service potential will arise and the asset's value can be nreasured reliably, the asset

and the related revenue are recog,nized in the financial statements of the period in which the

change occurs.

g) Changes in accounting policies and estimates

The Hospital recognizes the effects ofchanges in ar:counting policy retrospectively. The effects of

changes in accounting policy are applied prospectively if retrospective application is impractical.

h) Employee benefits

Retirement benefit Plans

The Hospital provides retirenrent benefits for its employees. Defined contribution plans are post

employment benefit plans under which the Hospital pays fixed contributions into a separate

Hospiial fund, and will have no legal or constructive obligation to pay further contributions

if the funrt does not hokl sufficient assets to pay all ernployee benefits relating to entployee

service in the current arrd prior periods. The contributions to fund obligations for t,he payment,

of retirement benefits are charged against incorne in the year in which they become payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution
plans. The defined benefit fun<ls are actuarially valued tri-annuBlly on the projeeted unit credit

lnethodbasis.Def'icitsidentifieclarerecoveredthroughlumpsumpaymentsorincreasedfuture
contributions on proportional basis to all participating employers. The contributions and lump

sum payments reduce the post-employment benefit obligation'

,l]|fiA--tt4.l;;*p,
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i ) I.-oreign clrrrency I rarrsac.l i<tns

'fritttsaclittlts irr hrrciglr lLtrtt'ttt'ics art' irril iirllv irccorurlerl lor ill Itt(' t.rrlirrg t.irto r:l r,xt.lrirrrgl qrr
llrt, rl;tto of llrc lrirttsar.liott. Trarlt,r'rcilitots ot rlt,lrlors rIcrIoIrrirr:rtcrI itr lirrr.igrt (,llrr(,n(.)-itr(.
tr'llttt 1t'tl iII tll0 sl;II('tltt'nl ol littatt(ial prrsiliorr r'(,1)olliitg rl;rlc b1 irIpl.virrg lll('(,x( lti tl{o t.irt(,on
tllill (l:rl('. Iixlltattge rlilli'rcrtlt's lrisirrg frotrr tlr(' sottlell(,lrl ol r.rorlilors. or hotl llr(,rr'prrrlirrg
ofIrctlilors al ralos(liff('lent[rotntlrosr,irlu,lric,]rllrr'1'rvt"rr.inili:rlll.rt,r.orrlerl (lur.ilgllrelrt,riorl.
irre r(.( ogrriZ(,(l ils ilt( r)nr(' 0r (.\l)('nscs irt tlrt. poriorl itr u.lrit,lr tltr,r. arisr,.

.i ) ISorrowing cost s

[]orrorlittgc:rrstsarlt ltltilalizerlilgirinsl (lrralifvingirss('lstsl)ilrl ofl)i.ol)orty, lilanl apillrlrriltprt,trl.
Stt('lt lrttrrrtuittg ('()sls ilr('('al)ilaliz{.(l (,\'('r'tll(.pcriorl rlrtrlrrg rr'}ri{,lt llte asst't is l)('ing irIrlrrir.r,rl
(lr (:ollslrll( t('(l tutrl brtrrou'ittgs hirve Irt.olt itrr'ttrrcrl. (litpiltrlizirtiott (,(,aq(.s whr,lt (,olls1fqt,1iotl
lrl'lltc assct is cttlrtDJelt'. Fllrlll('l' lrornruittg ((,sls irt(, r'lrirrgt.rl to tlre slill(,nl(.ltl rrf [itrattr.ilrl
pcr lirtnta trr.t:.

k) Sen'icr' (.on(.('ssion arr.il nljcrn(.nt s

'l'he llosIilal illlitlvs('s ttll aslrt't'ts ol sr,rvir'r'r'orrr'('ssiolt itrlangcnt{.nts lltat il .nl(,r.s into in

uhcrt'altrivall'l)arll'collllil)llt('sllrilss(,1 l0lll(,ilrrilng(.nt(,lll .llll, Hosl)ilill rcr.tigtrizr.stllltl assr.l
wllt'lt. attti ottlv tvltt'tt. il (otllfols or roglllal('s tlre servict,s llr('ol)elirlor ntrrsl lrt.rlvirlr. l()g{,tlt{,f
\\'il lr lll(. itrjsr.1. lo u'ltoln it tnllsl lrror.irlr, llrctrr. i t(l itl \\.ltal lrri(.(.. ln t lrr, r,;rs(, 0l irssr.ts (,I II{.r. t IIirII'rvholr'-tt[-lift" ilss('ls. il ( {)ttlrols. Illfoll ll ollrrr,rslrilr. Ircrrt'lir.iirI ('nl.illerr(.11 or ol}rt,rn.isr,, i1rr
sigtlifi(atrl resirlturl intr.r('sl in llrr,irssol irl llt(.(.1(l olllrr,:rr.r.irrtgt,trx.ltl.,\1).itss(.ls s1 r.t,r.qgrrizt,ri
itlt'ttlt'nsttt't'rl irl llrcit'lirir vitltto.'iir tll(, (,xl(,nt llrirt all ilss('t lras lrc0rr r(,{,oglt izr,(1. thc, llospiltr)
illsr) l('(ogllizt's a t trrtt'spottrlirtg liirtrilitr-. ari.jrrslr,rl lrr' :r caslt lorts ir ierirt ior r lririrl or 1r.r't,ir.r,rl.

l) ('ash and (.ash oqlli\,.al(.nts

oaslt itrttl caslt t'tlttivalt'lrls torttlrtise cirslt olr Ir;rrtrl itttrl r.itsh irl batrk. sllor.l-l(,r'lr rleposils ott
tall attrl highlv litlrritl itt\:r'stttt('ttls rr.itlt rrrr origilrrl rrlilrrrill ol llrr.er, ptrrrrllrs 1r less. 1'lrir.lr arq
rt'atlilv r'oltvorl i[)l('lr) kllowt] irlrlolrllts ol caslr:rrrtl ar{.sul)j('r.r lo insil{n ili(.iul l risk oIr.ltarrgr.s
ilt vitlttt'. Ilaltk ttct ottltt lrtlatttes itrcltrrlo alrrourrls Irtlrl al llrr, ('('nl ritl lllrrk ol Klrrl.a irrrtl irl
vltriotls t:lrlttnlt'l't'ial lrattks a1 lllo ('l(l ol tltt. I'ittlrrlial vcztr'. I,'ot llre prtrposr.s ol'llrosr. Iittirrrciirl
slat('llt('ltts, tttslt atttl taslt etlttivitlltrls irlsrr irrr'ltrrlr.slrrrrl ltrtrr ( itsll illlll.r,sts lrntl rrrlr.ulrces lo
ittttltolizt'tl lltllrlit rrll'icets rtol stttrcrtrlorcrl or ir(( (,lnll(.(l for;tl lltl ctrrl oI I]ro fittIIItciirI vlrrr.

nl) ('ontparativc figures

\\'Itr.rc Irr.r'r.ssirr-J'(.()ltl)at'ilti\.('Iigtn.r's lirr. llrr.Jrrr,r.iorrs firurrrr,iai l,(.iu. IIiI\.(, Irr.r.II lrrrrctrrlr,rl or
r0torrligrrrr,rl to (.ot)li)tnt tr: tlr(, rCr;rrir.r.rl (,hiulgcs in prr-s0rrlirli()rr.

Il) significant judgnrt'nts ilnd soul'('es of estinration uncerlaillty
'l'lte lrrr'Patatiotl ol' lltt' Iloslrilitl's Iirrrrrrt iirl stirl(,ru('nls in ( orIIi)rIIIilv rr illr ll,SAS r.(,{l1it.(,s
Illilnagem('lll l() Itlak('.itttlgtttctrls, i'slinl;ll('s:ln(l irssuntl)tions lhirl alli.(.1 lltt, Ir,lrrlrtcri anlounls
ttf revt'ltttt's. e\l)(tIts(':i.;tsst'1s rttttl li:rlrilitirrs. r ri 1lu, rlisr.lostrrI oI r.onlirrgr,nt liill)ililics. ill lll(,
t'ttd 0f t ht' rt'[)ol t illg 1tt't'iotl. ]lott'et0r, l]lr( ('rlilinl] irllottl lltr.se ilssunl])lir)ns irttrl Cstitrrirtt,s Coultl
r0sttll itt olll(olll('s lllal t'('(l1liI'1'a rilt(,fiirl arl.jrrsl trrt'nt to lll('(itnJi g ilI|l()utrl {)l lllo assot {)t.
liahilit.v alli'ctt,rl irr l Ltt rrlt' lrtrioris.
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i. Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at

the reporting date, that have a significant risk of causirlg a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The Hospital
based its assumptions and estimates on parameters available when the consolidated financial
statements were prepared. However, existing circumstances and assunlptions about future
developments may change due to market changes or circurnstances arising beyond the control of
the Hospital. Such changes are reflected in the assumptions when they occur.

ii. Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to
inform polential fut ure use and value from disposal:

. The condition of the asset based on the assessment of experts employed by the Hospital

. The nature of the asset, its susceptibilit}' and adaptability to changes in technology and
processes

r The nature of the processes in which tlie asset is deployed

o Availability of funding to replace the asset

. Changes in the market in relation to the asset

iii. Provisions

Provisions were raised and nranagement determined arl estimate based on the informa[ion
available. Additional disclosure of these estinrates of provisions is illcluded in Note 24.

Provisions are measured at the managcrment's best, estimate of l,he expenditure required to
settle the r-rbligation at tho reporting date, and are discounted to prelient value where the effect
is material.

Assumptions were used in dctermining the provision for rehabilitation of landfill sites. Landfill
areas are rehabilitated over years and the assumption was made that the areas stay the sanre in
size for a number of years.

Provision is nrade for lhe estimated cost to be incurred on the long-term environmental
obligations, comprising expenditure on pollution control and closure over the estimated life of
the landfill. The provision is based on the advice and jutlgment of qualified engineers.

The estimates are discounted at pre-tax discount rates that reflect current market assessments
of the time v:rlue of nroney.

The increase in the rehabilitation provisior.r due to passage of time is recognized as finance cost
in the statement of finarrcial perfornrance.

The cost of ongr:ing programs to prevent and control pollution and rehabilitate the environment
is recognized as an expense when incurred.

m-r-'*-r-.;-*.-
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o) Subsequent events

There have been no events subsequent to the financial year efld with a significant impact on the
financial statements for the year ended June 30, 2014.

p) Receivables

Trade receivables are amounts due from customers for services performed in the ordinary course
of buslness. Receivables are recognized initially at fair value and subsequently measured at
amortized costs.

NHIF rebates are amounls owed by NHIF and are presented net of the loss resulting from the
contracted rebate being lower than the amount the hospital spent in the treatment of NHIE
Members. The debt is recognizecl at discharge when the invoice is raised and the Ioss expensed.

-!L
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No.

Notes to the Financial Statemcnts

Grant from National Government

Condltional grants(Donor funded prolecte)
Partners in Advance<l Care &Treatment -Cent.re Of
Excellence ( PACT-COE)
Voluntary Counseling antl Testing (VCIT)
Pa rtners in Prevcnt.ir:n Study
Hiv Acquisition During and After Pregnancy (HADA,P)
Couples Against Transmission (CAT) Study
Prevenl ion of HIV Transnrission
Assist ed Part.ners notification services
Prevontion of Mother to Child Transmission (PMCT)

4 Public contribution &nd donations
Donat iorr-plastic sllrgery
Donation Corporate Dinner
Donal ions
IJonation t o Nutritiorr Departmcnt
Donal ion Renal
Donat ion Orthopetlics
Donat.ion Mosaic Artwork
Dorration Artesthesia
Donatioll Patients I.'ood
Donations to War<l lE
I)onation to catrcer TreaIneirt
Donation in kinrl

!o!a
f$s"i000

2018
Kehe.'0OO

2

$

?,890,888 5,809,36r

{4,8?5

2,&)0
?7i96S
?g.5ES

I48
s,l*0

l8r9@
s46

677
I

L,2e0
I,S6

9,806,921
66rJr82

68,021

7,472

28,248
42,264

8,911

5,466
3

ihqryro

2036
25

6
Ii620

16r88

2,600,754
721,964

i,*zA,tL7

t2
579
50
30

li

3,303
15,000
39,391
94,909

7,956
1,945
5,401

Lf?,0o6

16,087

5 Rendering of services
Cnst sharing fee
KPO(l revenuo

Bental revenue from facilities
Boarding Fees
Rent Incorne Privat,e Wing
Rottl fronr leasocl proper[ies
Goverrrrnent Renl.

Doct ors Suites
Inconle Billboards
Bus Park Fees

6
3,080
9,000

z?,6ffi
8r183
8,034
1,800
5100

jA/t -r-
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Flnance incone - external llvestments
Bank Interest
Investment Interest

Oth€r lncome
sale of itemsl services
seminars and training

Clinical coet
X-ray material & Chemicals
I,ab. Chemicals & Reagents
Purchase of Sutures
Purchase of Enteral & Nutrition Feed
Furchase of Renal Equiprnent
Surgery consumables
Purchase of ICU Materials
Purchase of Drugs
Theatre consumables
Purchase of Patients Uniform & Clothing
Patients Food
Medical Gases

Other clinical costs

l0 EDployee costg
Personnel Emoluments
Hosp. Cont. Staff Superannuation Scheme

Investment Administration Charges
Group Life Assurance Scheme

Group Personal Accidents
Employers contribution to NSSF

Staff medical expenses
Other Staff Costs

11 Board expenees
Sitting allowance
Monthly allowance - Chairperson
Taxi
Mileage
Accommodation allowance
Technical panelist - Sitting allowance
Insurance
Seminars

a0r8

f,6Le.t000

84;602
9,046

47,444
24:190

25$24
73,498
39i0.46

e2,E16

34,023
t53i536

21,915
364fir

2,984

w,Iax
lcI,lEl
151,?68

uLa,65

6J68rA28
276;702
1A,900
18,58?
?,890

a27:tAS
184,6Ii4

10;946

e660
640
B8

4,199
8,063

76

1,406
z,w

l
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t2 Depreciation end &mortlzatlon erpenees
Property, plant and equipment

l8 Bepalre and mointen&Bce
Maintenance of Motor Vehicles
Fuel & Lubricants
Maintenance of Plant & MachinerY
Maintenance of Radiology & Cardiology Equipment
Service Contract for Medical Equipment
Maintenance of Buildings
Maintenance of Stores ,Building.s and Stations
Service Contract for P & M
Maintenance of Office Machines & Equipment

14 General expenaec
Boiler fuel Expenses
Electricitl, Expenses
Water & Conservancy
Audit Fees

Telephone, Telex & Teleprint
Legal Expenses
Computer Consumables
Advertising and Publicity
Bank Charges
Purchase of Stationery
Staff Uniform
Frovision for bad & doubtful debt
NHIF Loss
Free maternity Loss
Stock Change
Insurance
Staff training, Research and Development
KPCC expenses,
Other General Expenses

16 Donor funded Prolects expensea
Voluntary Counseling and Testing (VCT)

Partners in Prevention Study ( PIPS)
Aids Care Treatment Services (ACTS)

HAABT STUDY
Couples Against Transrnission (CAT) Study
Gender Based Vioience Recovery Centre (GBVRC)

HADAP
Partners in Advanced Care & Treatment -Centre Of
Excellence (PACT-COE)

Fistula Repair Surgery

toxS

Xrfie.'OOO

a87,810

4,942
659

46,691
19,4S0

27,688
37,812

15i062
4,462

l55,9ll
117416
12521

1:t40
8,e68
5864

12,974
8,124
8,224

1r,691
4,997

500,980
829,843

0e27D
16,649
88,96?

?84,964
7A3rr

69,473
945

375
6,602

24,8fr2

49,t?6

222
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T0WA
Prcvention of HIV Transntission
Assist ecl partner notifi(:al ioll
IITIM FIINDING
rIOPE STT]I]Y
TU in HIV infecterl Wometr
Irrnovat ir.rn Maker Projoct
I{lV ( )as<rarle training prog

16 Gain/ Loss on disposal of non-financial assets
[)ropr.rt.y plant anil eqrril)nen(

t7 Cash and Cash Equivalente
B:rnk balances
( lash in Harrd
Shr:rt t ernr rleposits
'l'ot al r:ash & ca.sh equivalenl s

l8 Receivable from exchange transactions
I)t'bl ors
Loss: Provisiorr
I)rcpay nrt'rrt s

l9 Beceivable from non- exchange trensa.ctions
(iratrt rt,ct,ivabie
l,t ss: I)rovisiorr

20 Inventories
Invant ories
Lr:ss:Obsolele stock

I \

20I,{
f!h..IOOO

2013

Kshs.'000

(6,421)

t,046,978
236

660,026tru
4,492,600

(3,618,467)

139,5r6m

670,412
(144,668)

Eil

3,666
564

5,475
1,075

160,876

95

1,537,820
4,379

29,258
1,671,46E

3,810,292
(2,872,602)

202,1t5
1,1gg,g06

628,681
(144,568)

484,i18

516
6,122

2A,tUl
6,941
7,656
1,146

10,063
t42

lnchtrk'tlin Debtors is Kshs. 2il.tifl4,48() rolat ing to irrlount pairl I o KN[{ st a ff supt ranluirtiou
schcnte (dt'fined benefit sr:he'nrt') orr behalf of Monarch Insuralcc Conrp:ur1. 3s per boarrl
It:solutitttt in its special IlI.:cling hokl r:n l)0th .lanr.lary 201.{. This iln)oullt relates to CiAP &
(irottp lifr.' clainrs for KNH st.aff rleath claims irrsured urrtle'L Morrarch lnsurunr:e Conrpany
Iirr t he lreriocl I / 12lzt.)l)b - ilo/t)9/2007.

s29,?26
(,t,876)

278,455

iffi 2?8,'166

1-



2l Property, Plant & -Equipment

Freehold
Land

Freehold
Building

Plant,
Machinery

& Med ical
Equipment

Kshs.'000
3A78,O7,

I ir0.aJl)

Motor
vehicles

Furniture
and fittings

Computers,
copiers and

faxes

Capital
work in

progress

Kshs.'000
r3?,060

ur).3:]8

Total

Kehs.'000
14,682,859

262,285
( I,:i70)

Cost
At I July 20lZ
:\cirlil iott s

[)islroslrls
'f i'il r rsli,rs /ir( l.iust lnl nl s

At 30 June 2013
.\(l{lil i( )r Is

I)islros;ils
TnLItsli,r's l t rrrrr \\']I'
At l]0 June 2014
I )e1r rct ial ir r tt

.\t 1 .lLrh l0l l
L)r.ll cl iitl irrn
[)isIos;rI I ril ]/l(11ji
At 30 June 2013
I )e1r t t,r'iit1 iot t

f) is 1rosir ls

.11 :ill.lune :lrll
NBV At 30 ,Iune 2014
NBV At 30 June 2013

Kshs.' 000 Kshs.' 000
4,0r4,600 6,70r,438

1,+il0

4,014,600
35.378

6t741,266
8.000

4,014,600 6,749,268

918.6.17

115,565

1,064,21s
112,126

1,206,339

6,642,9L7

{i.l.99ti
3,693,608

75 till
( 1.1.(i{i5 )

ll):l.l-r!)9
3,958,357

1,962,158
2 i-r {i. l-:l 16

(rJ.I l3 )

f.2l(l.ir('i1
r,747,796

ti70

2it
:-) I

r)7

Kshs.'000
so,tte
10,J59

( 1,370 )

66,137

(2,280)
32.8t)0

96,657

.13.:]04

5.770

(1,r87)

47,886
12,465

(2.052)

5rJ,299

97,967

Kshs.'000
izg,zzo

;J,$04

Kshs.'000
oo,a2l
12.806

:J (i.{i ii.l
269,708

:l7l)

(:i:i)
1.9{)u

271,953

l17.771

I l).ollo

136,77r
l6.l)o0

(20)
I ir: ),( jir I

118,302

79,127
2, j-r58

( ri)

72,(i46

164,826

:13.1'r36

1r,677

47,213
32,135

(6)
79.343

74,982

( 1:17.0iit))
80,338
.1t I .-lll

14,948,778
508.165

( lti,9tlil)
(31(1.{)ir:J)

190,808 16,434,968

2,821.(i09

437.819
( 1,187)

9,268,241
460.142

( r0.l(]0)
3,708,193

1L,726,7624,0r4,600 190,808
4,014,600 6,677,O1U 1,731,450 17,260 132,937 81,914 80,338 11,685,682

z

Z

?
l



22 Trode and other payablea from exchange trans&ctl
Trade Creditors
Accrued Expenses

Unpaid Salarles
Payroll Remittances

28 Befundable ilepoelte from eustomorc
Rent Deposit
Patients Deposit
lnstitutional Deposits

2,4 Provleion for leave pay
Balanee at the beginning of the year

Leave due at end of the year

Leave paid out or utilized during lhe year

Balance as at 30 June 2014

2:6 Non-cs.rr.ent ernployee be eflt obliSstion
NSSF arrears

28 Deferred lncome
Opening' balance

Grant received during the year;

GOK Developmert
Donor funded projects

Donations in Kind assets

Grant utilized during the year:

GOK Development
Donor funded projects

Closing Balance

sI0,830

NSSF arrears of Kshs. 3ll million relate NSSF ciemand fronr Kenyatta National Hospital
Ior unpatd contributiolrs for the year 2001 to 2009, the period in which the hospital had
.applied for exemption to the Minister of Labour after the movement of staff from the
central Government. The hospital has not met the obligation of paying t,he arrears due to
burlgetary constraints and is in negotiation with the National Treasury with a view of the
Oovernment funding the arrears.

2018
Kstp.'0O0

707J92
L9,22tl
2,482

265,916

2,033

t9,094
x0,970

85,{01

260;915
(236,s15)

r89,9&8

2L4,28',t

(124,200)
(16013?6)

L

I
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27 Borrowinge

20lg
f,Eh6.'000
1,199,868

The GoK on 29th July 2005, guaranteed a loan of Euros 14 million (Kshs. 1,199,8'62,823)
received from the Kingdom ofSpain in form of medical equipment. The loan was repayable
to the Permarrent Secretary, Ministry of Finance in fifteen (15) years wil,h a six year grace
period by eighteen (18) half year equal installments commencing on 30th June 2013. The
credit was to attract a rate ofinterest of 3.0% per annunr on reducing balance payable semi
annually on the 30th day ofJune and on the 30th day of December each year commencing
on 30th day June 2008. The hospital has not met the obligetion of repaying the loan due
to budgetary constraints and is in negotiation with the National Treasury with a view of
(:onverting the loan into a capital grant.

28 Commltmente and Contingenciee
&) Commitments

Commitments as at 30th June 2014 totaled to Kshs. 166 million (2012/2013: Kshs.583
million) relatill€{ to orders planneti for supply of capital items thal; had not been delivered
by year end. The funds to pay offthe commitments are available and are included in Capital
reserves and cash and cash equivalents.

b) Kenyetta National Eospital Staff Superannuation Scheme Deficit
The actuarial deficit of th€ staff srrpcrannuation scheme as at 30th .lune 201I amounted
to Kshs. 3,549 million. The viable financing option based on actuarial advice is a monthly
installment of Kshs. 56.5 million that will clear the deficit over a period of 6 years fronr 30th
June 2012 resulting in an annual expendilure of kshs. 815 million of which the Sovernment
has allocated kshs. 100 million leaving kshs. 715 million unfundeci for the year. Discussions
with the government to fully fund the deficit are ongoing.

The hospital may need to fund the rieficit if the negotiation with the government to fully
fund the deficit does not succeed.

c) Tax Liability
Kenya Revenue Authority r:arried out an in-depth audit for the period January 2010 to
March 2014. In their assessment dat€d lst July 2014, Kr.nyatta National Hospital should pay
a total amount of Kshs.593 million being unpaid taxes alld pellalties t.hereon. The hospital
has appealed againsl this assessment-

29 Pension and other post emplolrment benefit plan

The hospital operates staff superannuation scheme for its cmployees. The investments and
the scheme's assets are managed by the Investmerlt Manager (Pine bridge & Gonesis Kenya
Investments) on behalf of the trust,ees.



II I PROGRESS 0N F0LLOW UP 0FAUDIToR REC0MMENDATToNS

Bef, No. on
the extemil
srrdit rcport

Is$e/Obs€rvationg from Auditor Msnagometrt Comnents Pocal Polnt
pereon to tesolve
the issue

Ststus Time

frane

Inventory

As similariy reported n 20Ll/L2,
the inventories balance of Kshs.
278,456,000 as at 30 June, 2013
excludes deficits and surpluses
amounting to Kshs. 13,045 and Kshs.
60,732 respectively. Although a

Board of enquiry to investigate the
cause of this deficits, surpluses and
obsolescence had been established,
the results of the investigation have
not been made available for audit
review and the adjustments had
not been effected in the inventories
balance of Kshs. 278,455,439 as at 30
June, 2013.

Consequently, and as in the previous
year, the validity and accuracy
of the inventories balance of
Kshs.278,456,000 as at 30 June, 2013
could not be ascertained.

The Board of Enquiry (BOE) finalized its
report on lst March, 2014 and the report has
now been availed to the Auditor General.

The rough the implementation of HMIS which
has an inventory module.

Staff capacity in inventory in inventory
management has been improved through
training and mentorship.

Where negligence was established appropriate
disciplinary action has been taken.

Random checks on various store are how being
carried out to ensure prudent management as
to accuracy of records and documentation.

aI

a

Mrs. R. Njoroge

SAD Supply
Chain
Management

ngorng t
June,
20t5

-

7
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Bef. No. on
the external
adit nlport

Issue/0beervations fron tor

Trade and o er veblee

i. As reported in 20I112012, the
trade and other receivaLrles
balance of Kshs. 1,623,919,000
as at, 30 June, 2013 includes
receivables from institutional
debtors, individual debtors,
Ministry of Health (wB) and
temporary imprest amounting
to Kshs, 168,908,395, Kshs.
2,041,978,997, Kshs.2,467,265
and Kshs.1,140,686 respectively
which have been outstanding for a

considerably long period of time.

ment entS

osp t e letter re rence Ae r. uga AD
CR151/74 dated 2lst April 20ll brought to
attention of the Ministry of Medical Services
the heavy doubtful debt burden it was
bearing and requested for reimbursement of
Kshs.1,853,127,172.80 t,o enable the continual
delivery of quality heaith care. Vide letter
reference KNH/ADM/CR/151 dated 7th March
2014 the Hospital requested the Ministry
of Health to avail update on its request for
authority to write-off th€ Iong outstanding
debts.

Further, Hospital has requested the Government
through Minist,ry of Health vide its letter
reference KNH/FIN/88 dated 4th June 2014 for
reimbursement of Kshs.2,872,602,01I being
medical cost incurred by indigent patients \ryho

were not abie to pay cost sharing charges at
clinical discharge for which provision for bad and
doubtful debts was made as at 30th June 2013.

Finance

-

Focal Poht
person to reeolvO

the issue

Stattrs Time

fnme

Ongoing 30rh
June,
2015
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f,ef No, on
the external
{rudit mDort

Issue/Observations from Auditor Manageueut Commente

similarly, the balance of
Kshs.26,210, 154.30 all rotaling
Kshs.516,639,r74.70 for NHIF
Ioss, RD cheques, Rejeans Caf6
and rent respectively which have
been outstanding for more than
one year. Although a provision
for bad and doubtful debts of
Kshs.2,872,602,000 has been
made for individual debtors (main
hospital) and Kshs.144,568,000
for other receivables from the
Ministry of Health, the recovery
in full of these debts is doubtful

a nce of Kshs. e reconciliation process is ongo g,t

Statno

ng tlg

Tlmc

frame

June,
2015

r.
SAD-Finance/
Mrs. R.
Njoroge SAD
Supply Chain
Management

uga D

ihuga ngolng rh

-e e r t
1,623,9I9,000 also includes
amouts of Kshs.487,956,316 due
from National Hospital Insurance
fund (NHIF). However, the
financ.ial statements of NHIF
as at 30 June 2013 showed that
an amount of Kshs.120,552,483
was owing to the hospiial.
The resultant difference of
Kshs.367,403,833 in the financial
statemenB had not been
reconciled or explained as at 30
June 2013

hospital has already availed details of each ciaim
outstanding to the Fund to enable comparison
with their data.

Financc June,
2015

Focal Point
pereol to resolve
the igsue

7
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f,ef, No. on

the extem8l
atrdit report

Issue/Obgorvations from Auditor Menagemetrt Commente

e balance of Kshs. mmunlea ona td. -

Focal Point
persotr to resolYe

the iesue
Mr.
Nyachoti SAD-
Cooperation
Secretary

also includes prepayments
totalling Kshs.31,733,575
relating to supply contracts for
three firms in the amounts of
Kshs,15,792,6I1, Kshs.2,213,309
and Kshs.13,727,655. As similarly
observed in the previous year,
the first prepayment is in dispute
while to the second one is
under investigation. The third
prepayment relates to nricro
filming project at the hospital
which had not been completed as
at 30 June 2013.

The balance of Kshs.
1,623,919,000 similarly includes
an amount of Kshs.96,519,385 in
respect of letters of creclit issued
by the Hospital to foreign based
firms for supply of various goods
and services. As in the previous
year, t he Soods and services
have not been recognized and
accounted for in these financial
statements.

&. Iligh Voltage
Keh4.16,792,611

KNH wrote to the firnr to refund the aclvance
money paid but High Voltage Ltd declared this
as a dispute and in line with clause 12 on special
conditions, and clause 22 on general conditlons,
of the contract the matter was referred for
arbitration. The arbitration was finalized on
26111/2012. The arbitral award was delivered in
favor of KNH. However, owing to the fact the other
party had not settled their part of the arbitration
fee, there was a $elay in delivery of the actual
ruling. The Hospita.l is in the process of pursuing
recovery as ruled.

b. Microtec Office Supplies Kshs.2,213,$09

The above firm was awarded the tender to deliver
and install microfilming equipment and to
microfilm inactive medical records tender KNH/
USAID/T/16i1999 - 2000 dared 6rh May, 1999 for
a contract sum of Kshs.3,688,848.72. Microtec
delivered and installed the requisite microfilming
equipment and embarked on the exercise in
medical record department from December 1999
as per LSOs issued to them.

I

I

Statue Time

frame

ng t
June,
2015

-
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Focal Point
person to resolve
the ieeue

Ststus Ttne

frame

Bpf. No on
the exteraal
strdit &port

of the work. At the time the exercise stalled,
953,152 records had been filmed and 1,954,188
records had not been filmed. The matter is

currently under investigation by CID.

c. Glotecx Medieal Kenya Ltd.
Kshs.13,727,665

The advance payment was made for supply of
nuclear medicine materials. The supplier failed to
perform and the Hospital demanded refund of the
amount advanced. [t has been established through
our lawyer that the firm is not registered. The
matter is currently under investigation by CID.

goods that were received in the Hospital. The
verification and identification process has been
carried out, relevant documentation will be
completed and necessary adjustments will be
made in the accounts of 201412015.

ommentgManagement

but per ormee supp ler was prepal

t relates toi) etterhe outstan ng

absence of any other information to
the contrary, it has not been possible
to confirm the vaiidity and accuracy
of the trade and other receivables
balance of Kshs.l,623,919,000 as at
30 June 2013.

AuditorIsstre/ObBervrtions

1Fen the circumstances, an n

Mr. M. Kihunga
SAD-Fiance/
Mrs. R.
Njoroge SAD
Supply Chain
Management

Mr.C. Nyachoti
SAD.
Corporation
Secretary

-

3 t wlt n

ngolng

ngorng

June,
2015

tProperty, t d Equipment

The property, plant and equipment
balance of Kshs.11,685,532,000 as

at 30 June 2013 includes 4 parcels
of land valued at Kshs.50,600,000
which have been excised and
allocated to other parties.

ree e seven parcels o Iard a

the KNH complex and are jointly ov'ned between
KNH and Kenya Medical Training College
(L.R. No. 209114269 and L.R. No.2091114272)
and; KNH and National Quality Control Labs
(L.R.No.209/f 1976). Consultations are being heid
between the parties and the Commissioner of
Lands to resolve the issues of ownership.

June
2015
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Bof. No. or
the external
a,udit report

Issue/Obeervatione from Auilitor Malagement Comments Focsl Poht
peroon to resolve
th€ lssue

Status Tlme

frame

Furt er, the property, nt
and equipment balance of
Kshs.1 1,685,532,000 also includes
3 parcels of land valued at
kshs.329,000,000 whose ownership
is contested between Kenyatta
National Hospital, Kenya Medical
Training College and National
quality Control Laboratory.

Consequently, it, has not been
possibie [o ascertain the ownership
status of [he parcels of land in
dispute, and that the balance of
Kshs.l 1685,532,000 as at 30 June
2013 is fairly stated.

r parcels belonging to KNH have
encroached by private developers as reported to
rhe Ndung'u Commission. These are as follows:-

1. LR209112767 - 0.2260 Ha - Chal Developers
Ltd (Title Issued on 30/09/96).

2. LR209/12822 - 0.1221 Ha - Grace Njoki
Gakiria (Title Issuerl on 06106/97).

3. LR 209/11460 - 0.3164 Ha - Isaac G Wanjohi

4. LR 209/13319 - 0.0217 Ha - Margaret
Nyakerario Onyango & Petronilla Muli

The hospital Management has been following this
i$sue with the Ministry of Lands and in a letter
received by the Hospital ref: ADM1/33 dated 8th
February 2012 the Minister confirmed that LR
219112767 and LR 209/12822 hwe caveats while
files for the remaining two (2) are missing at
the regisiry of lahds, The Hospital vide lefter ref.
KNH/CS/IS vol.l/ (100) dated l2th April 2012
requested the Minister to revoke the two titles
with caveats so that they may revert to Kenyatta
National Hospital. The Minister was further
requested to expedite the tracing of the tl,so
remaining files with a view to placing caveat on
thern. No developments have taken place on these
parcels of land.

-



Bef. No. on
I 
th" ot -.1
e[dit report

Issue/Obseryations lrom Auditor r lf,uagonelt Comments

Netional _rrospr tal Insurance Thc NHIIT oss arose as a resu

a
z

E
E

4.

lFund (NHIF) Loss

I 
Kshs.323,843,000

Inclurk'rl in t he oyrcrat ittg
an(l nlaintoltiult:e t osts nf
K shs.:).i).1:1,{ (i8.0(l( ) for t lre vcar'
ende(l :10.hrne 201:l is Nationiil
lJospit al Insuranct Furrd (NHIF-)
loss of Kshs.:]2;1.{J"13.000, Tlris loss
is the llet ol ri,bate'receivtrl lrorn tlu'
NHIF ancl tll(' anlount t he Hospiterl
sl)enl in tho treal lllent of NHII.'
rrrembers. Ar'r:orrling to itrfornration
available, t ho Hoslrital enl.ere(l into a
(:orrtrar't rvith NHII" in August 2008
l(, lrpirl NHIF- rrrt.rrrbers ill r('l)al.e
rale of Kshs.l.+0() for i,rl)iltipnl ( are
pr:r cla5,. Horvcver, tlle corltract
oxpiretl in August 2ill0 ancl had nol
treen renerverl as at 30 Juue 2013.
lnfornration zrvailable in the contract
rlocunrent inrlicatc that lhe colltract.
Jrrovirlerrl for a variatiort Ii)r tlre rato
of retrate dt'pt nrling on tlrality
rnanagernerrt report s arr(l incrr:ase
of scoyie of services. Hou-ever. this
rebato rate has rcnrainerl the same
rlespit o thc r:r.rntirruud losses.

contracts signe r
in 2008 rhat wore skewed in favour of NHIF. The
losses thal arost'have been correctly po$ted as a
charge in lhe st.rtenlent of comprehensive income.

The Hoslriral virle Ietter clated 1511/2014 notifiei*
Ntlll' that it worrld cease ofiering NHIF Clients
sorviles rrrrless irll orrlstarrrlirrg issues between
th(' t)arl i('s are rt'solvecl t orrt ltrsivefy and all
N Hll.' mectical service cont ftrcts are reneSotiated.
A nreeting betrveen the parties tnok place on
Tuesday 28/l/1.1 wherc negotiation for the n€rv
cr)nl ract $ as inil.iato(l anrl is ongoing.

8orn8
Deputy Director
(F/A)

June
2015

Pocrl Pofut
pcrcoD to resolve
the lssle

Ststus Tlne

ha.uo

7
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Etf, No on
the cxt€rnal
atrdit rcport

Issue/0bservatlons Auditor Management Commente

Int e rcumsta nces, t s not beent

5

possible to confirm the propriety
of this particular expenditure/loss
amounting to Kshs.323,843,000 for
the year ended 30 June 2013.
Borrowings
As previously reported, the
borrowings balance of Kshs.
1,199,863,000 as at 30 June 2013
relat,es to a loan received in
2007/2008 from the Kingdom of
Spain, in form of medical equipment
Accord ing to information available,
the loan was payable by the Hospital
at an interest rate of 3% per annum
on a reducing balance for the first
six (6) years and thereafter, the
interest plus principal for the next
nine (9) years with effect from I
July 2008.

The Government of the republic of Kenya and the
Government of the Kingdom of Spain signed a loan
agreement on 3lst January 2006 for the credit
of kshs.l.2 bitlion that was to be used to finance
the supply of medical equipment for KNH. Upon
acceptance and commission of the equipment, all
the items were capitalized in the KNH books with
a corresponding entry being long term debt.

There have been several correspondences on
this subject matter with the National Treasury
with a view of having the loan taken over by

Focal Polnt
pereon to resolve
the iesue

Stattrg Time

frame

Dr mur
SAD- Special
Programmes

ngoing rh
June
2015

the Governnrent.. The investment secretary vide
letter ref: DGIPE/LOANS/I0 dated 3rd May 2012,
requested for more details on the loan to facilitate
review of the credil terms. The same has been
provided vide letter ref: KNH/FIN/278 dated 25th
May 2012 and further communication is awaited.

ationa reasury vide letter re erenceowever and according to recor s

seen, no interest has been paid or
accrued in the five financial years
2008/09, 2009/10, 2010/11, 201t/ L2

and 2012/13. Although indications
are that the Management has sought
assistance from the Ministry of
Health towards settlement of the
ioan, response from the ministry ivas
not availed for audit reviera'.

e
DGIPE/P/7/50 dated 4th June 2014 has asked
the hospital to make repayment of the due
loan arrears Kshs.1,571,355,818.25 composed
of Kshs.915,473,184.30 principle amount and
Kshs.655,882,133.95 interest therein to be paid by
30th June 2014.

I

a-



Statue Tims

frame

Focrl Point
porrotr to resolve
the isstrc

Bef. No. on
tho ext8rtrsl
atrdtt rcDort

Iseue/Obseryations from Auditor

As a resu t, tt s not en possl e

to confirm the accuracy of the loan
and that the long term liability
balance of Kshs.1,199,863,000 as at
30 June 2013 is fairly stated.

cer

l{an&gement Comments

ospita in response to t above requested
the National Treasury vide letter reference KNH/
FIN/278 dated 13th June 2014 to take over the
entire loan citing reasons why the Hospital is
not able to repay this obligation. Follow and
consultative meetings are in progress with a view
to resolving the issue completely.

-MY
ChiefEx

Date 16/0

Cholrman of the Board

Date l6/06/2015
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