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AFRICAN MEDICAL AND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
REPORTOF THE DIRECTORS
FOR THE YEAR ENDED30 SEPTEMBER2009

The Directors have the pleasure of submitting their report together with the audited financial
statements for the year ended 30 September 2009 which disclose the state of the company's affairs.

The African Medical and Research Foundation (AMREF) is committed to improving health and
health care in Africa. We aim to ensure that every African can enjoy the right to good heath by
helping to create vibrant networks of informed and empowered communities and health care
providers working together in strong health systems.

This mission is to be achieved by developing, testing and promoting the adoption of appropriate
models for improving health; contributing to capacity development at all levels and contributing
to the development of an enabling environment for health improvement.

AMREF works with communities to implement projects, learns from its activities and uses its
knowledge to influence others.

The principal activities of the Foundation, to achieve the above stated objectives include;
improving community health, capacity building through training and outreach, and advocating
for changes to improve the health and well-being of poor people in Africa.

The company is incorporated in Kenya as a company limited by guarantee under the Companies
Act and is domiciled in Kenya.

In accordance with the organisation's policies on rotation of auditors, Ernst and Young will retire
at the conclusion of the Annual General Meeting at which these financial statements are
approved.

By Order U~Board

Dr. pasc~mbi
Chair AMREF Board of Directors



AFRICAN MEDICAL AND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
STATEMENT OF DIRECTORSRESPONSIBILITIES
ON THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED30 SEPTEMBER2009

The Company's Directors are responsible for the preparation and fair presentation of the financial
statements, comprising of the balance sheet at 30 September 2009, the income statement, statement
of changes in reserves and funds and cash flow statement for the year then ended as well as the notes
to the financial statements, which include a summary of significant accounting policies and other
explanatory notes, in accordance with International Financial Reporting Standards.

The Directors responsibility includes: designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of these financial statements that are free from
material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances. The directors are
of the opinion that the financial statements give a true and fair view of the state of the financial affairs
of the company

The Directors have made an assessment of the company's ability to continue as a going concern and
have no reason to believe the business will not be a going concern in the year ahead.

The financial statements of the company, as indicated above, were approved by the Board of Directors
on 5th March 2010 and are signed on their behalf by:

Dr.pasc-&?mbi
Chair, Board of Directors

Mr.Anth(;f;;f;f
Director
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REPORT OF THE INDEPENDENT AUDITORS
TO THE MEMBERS OF
AFRICAN MEDICAL AND RESEARCH FOUNDATION
(A Company Limited by Guarantee)

Ernst & Young
Certified Public Accountants
Kenya-Re Towers, Upperhill
Off Ragati Road
P.O. Box 44286 00100
Nairobi GPO - Kenya

Tel. +254202715300
Fax: +254202716271
E-mail: info®ey.co.ke
www.ey.com

We have audited the accompanying financial statements of African Medical and Research Foundation,
as set out on pages 7 to 21 which comprise the income and expenditure statement, balance sheet of
the company as at 30 September 2009, and cash flow statement for the year then ended and a
summary of significant accounting policies and other explanatory notes.

The Directors are responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Our responsibility is to express an independent opinion on the financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance 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 depended on our professional judgement,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, we considered the internal control relevant to
the company's preparation and fair presentation of the financial statements in order to design audit
procedures that were appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the company's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
the Directors, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

In our opinion, the financial statements give a true and fair view of the state of the financial position of
the company as at 30 September 2009 and of its financial performance and cash flows for the year
then ended in accordance with International Financial Reporting Standards and Kenyan Companies
Act.

Other Offices: NAKURU, MOMBASA.

C.A. Otolo. P.M. Kamau. G.G. Karuu. J.K.C. Cheboror, A.S. Gilani,
P.N Anchinga. C 0 Alinda. H.C. Wasike. G.S. Santokh. G. Gitahi

http://www.ey.com
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i) We have obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purposes of our audit;

ii) In our opinion, proper books of account have been kept by the company, so far as appears from
our examination of those books; and,

iii) The company's balance sheet and income and expenditure statement are in agreement with the
books of account.

I ~ -(9-'\.1 - 2010



AFRICAN MEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
INCOMEAND EXPENDITURESTATEMENT
FORTHE YEAR ENDED30 SEPTEMBER2009

2009 2008
Note US$ '000 US$ '000

INCOME

Grants - restricted 2 67,769 62,098

Grants - unrestricted 2 1,979 3,169

other income 3 3,976 3,711

•Net Financing income 4 ~ ~

TOTAL INCOME 73,918 69,659

EXPENDITURE

Direct programme activity 63,927 59,444

Programme monitoring and support 5(a) 3,728 3,342

Institutional development 5(b) 3,500 3,112

Administration 5 (c) 3,540 3,606

TOTAL EXPENDITURE 74,695 69,504

OPERATING (DEFICIT) /SURPLUS FORTHE YEAR
(777) 155

The notes set out on pages 11 to 21 form an integral part of these financial statements.



6,441 7,020
4,785 5,115
652 467

~ ~

11,994 12,714

11 (b) 22,069 29,078
14 8,558 7,532

30,627 36,610

42.621 49.324

AFRICAN MEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
BALANCE SHEET
AS AT 30 SEPTEMBER2009

NON-CURRENTASSETS
Property and equipment

CURRENTASSETS
Inventories
Trade and other receivables
Grants receivable
Investments
Cash and cash equivalents

9
10

11(a)
12
13

Capital reserve
Accumulated reserve
Aircraft replacement reserve
Aircraft maintenance reserve

CURRENTLIABILITIES
Unexpended grants
Trade and other payables

2009 2008
US$ '000 US$'OOO

6,441 7,020

673 703
3,722 3,523

22,712 22,921
1,098 1,035
7,975 14,122

36,180 42.304

42.621 49.324

The financial statements set out on pages 7 to 21 were approved by the Board of Directors on 5th
March 2010 and signed on its behalf by:-

-k-Dr. Pascoal Mocumbi
Chair, Board of Directors



AFRICANMEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
STATEMENTOFCHANGESIN RESERVESAND FUNDS
FORTHEYEAR ENDED30 SEPTEMBER2009

Aircraft Aircraft
Capital Accumulated Replacement Maintenance
Reserve Reserve Fund Fund Total

US$'OOO US$'OOO US$'OOO US$'OOO US$'OOO

30 September 2008

At 1 October 2007 7,422 4,561 250 131 12,364
Surplus for the year 155 155
Depreciation transfer (834) 834
Utilised During the year (62) (62)
Appropriations (260) 217 43
Additions to property and equipment 432 (175) 257

At 30 September 2008 7,020 5,115 ~ ~ 12,714

30 September 2009

At 1 October 2008 7,020 5,115 467 112 12,714
Restatement of opening balance 61 61
Loss for the year (777) (777)
Utilized during the year (58) (58)
Depreciation transfer (667) 667
Appropriations (247) 185 62
Additions to property and equipment 94 (40) 54
Disposal of property and equipment ~ __ 6

At 30 September 2009 ~ ~ 652 116 11,994

The notes set out on pages 11 to 21 form an integral part of these financial statements



AFRICANMEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
CASH FLOWSTATEMENT
FORTHE YEAR ENDED30 SEPTEMBER2009

2009 2008
Note US$ '000 US$ '000

CASH FLOWSFROMOPERATINGACTIVITIES

(Deficit)/Surplus for the year (777) 155

Adjustments for:
Capital reserve 57 195
Gain on disposal of property and equipment (7) (11)
Depreciation charge 667 834
Interest income {lID (647)

Operating (defcit)/surplus before working capital changes (192) 526

Decrease/ (Increase) in inventories 30 (91)
Increase in trade and other receivables (199) (925)
Net movement in grant receivable/unexpended (6,800) (3,365)
Increase in fair value of investments (63) (34)
Increase in trade and other payabies 1.026 2,745

Cash flows from operating activities (6,198) (1.144)

CASH FLOWSFROMINVESTINGACTIVITIES

Purchase of property and equipment (94) (432)
Proceeds on disposal of property and equipment 13 11
Interest received 132 647

Net cash used in investing activities ~ 226

NET DECREASE IN CASH AND CASHEQUIVALENTS (6,147) (918)
CASHAND CASH EQUIVALENTSAT THE BEGINNINGOFTHEYEAR 14,122 15,040

CASHAND CASH EQUIVALENTSAT THE ENDOFTHEYEAR 13 2.lli. 14,122



AFRICANMEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
NOTESTO THE FINANCIAL STATEMENTS
FORTHEYEAR ENDED30 SEPTEMBER2009

The principal accounting policies adopted in the preparation of the financial statements are set out
below. These policies have been consistently applied, unless otherwise stated.

The financial statements are prepared in accordance with and comply with International
Financial Reporting Standards. The financial statements are prepared under the historical cost
convention.

The preparation of financial statements in conformity with International Financial Reporting
Standards requires the use of estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reported
period. Although these estimates are based on the Directors' best knowledge of current events
and actions, actual results ultimately may differ from the estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period which the estimate is revised if the revision
affects only that period or in the periods of the revision and future periods if the revision
affects both current and future periods.

ii) Trust fund income is recognised on a receipts basis;

Hi) Air Ambulance recoveries are recognized in the year the service is provided;

iV) Donations in kind are recognised in the financial statements at the amount attributed to the
by the donor, or in the absence of this, at their estimated present market value.

c) Foreign currency transactions

Transactions in foreign currencies are converted to USdollars using the exchange rate ruling at
the date of the transaction. Foreign currency monetary assets and liabilities are translated to
US dollars using the exchange rates ruling at the balance sheet date. Resulting exchange gains
and losses are recognized in the income and expenditure statement. Non-monetary assets and
liabilities denominated in foreign currency are recorded at the exchange rate ruling at the date
of the transaction.

d) Recognition and measurement of financial instruments

i) Classification

A financial instrument is a contract that gives rise to both a financial asset of one
enterprise and a financial liability of another enterprise. The financial instruments of the
company mainly comprise:

A vaifable for sale financial assets
These are investments in equity securities and government securities.

Originated loans and receivables
These are loans and receivables created by the company for providing money to a debtor.
These include debtors, prepayments and grants receivable.



AFRICANMEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
NOTESTO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED30 SEPTEMBER2009

d) Recognition and measurement of financial instruments (continued)

Financial liabilities
The Company has financial liabilities, which consist mainly of trade creditors and
unexpended grants.

ii) Recognition

Available for sale financial assets, originated loans and receivables and financial
liabilities are recognized on the day they are transferred to the company.

Financial instruments are measured initially at cost, including transaction costs.
Subsequent to initial recognition, all non-trading financial liabilities and originated
loans and receivables are measured at amortized cost less impairment losses.
Amortized cost is calculated using the effective interest rate method. Premiums and
discounts, including initial transaction costs, are included in the carrying amount of
the related instrument and amortized based on the effective interest rate of the
instrument.

Available for sale investments are measured at fair value based on quoted market
prices.

iv) Derecognition

A financial asset is derecognized when the company loses control over the
contractual rights that comprise that asset. This occurs when the rights are realized,
expire or are surrendered. A financial liability is derecognized when it is extinguished.

Assets donated to the Foundation are included in the financial statements at the amount
attributed to them by the donor. Property and equipment purchased for donor-funded
health programmes are expensed in the year of purchase. All other property and equipment
are capitalized.

Depreciation is calculated on the straight line basis to write down the cost of each asset, to
its residual value over its estimated useful life as follows:

Buildings
Aircraft: Engine
Aircraft: Hull
Motor vehicles, medical, surgical and radio equipment
Furniture, fittings and general equipment
Information technology hardware and software

2.5 % p.a
25.0 % p.a
5.0% p.a
25.0 % p.a
12.5 % p.a
33.3 % p.a

Inventories are valued at the lower of cost and net realisable value. Cost is determined using
the weighted average method. Provision is made for obsolete and defective stocks.



AFRICAN MEDICALAND RESEARCHFOUNDAnON
(A Company Limited by Guarantee)
NOTESTO THE FINANCIAL STATEMENTS (continued)
FORTHE YEAR ENDED30 SEPTEMBER2009

Debtors and prepayments are stated at nominal value less write-down for any amounts
expected to be irrecoverable.

The company operates a defined contribution retirement benefit scheme for all its local
employees. In respect of employees on international contract, the company contributes to
individual retirement benefit schemes chosen by the staff concerned.

The company's contributions of 14%of basic pay to the defined contribution scheme and
the individual retirement benefit schemes are charged to the income statement in the
year to which they relate.

The capital reserve has been created to reflect the amounts donated for and monies spent
on property and equipment. The reserve is adjusted through the general reserve to reflect
movements in property and equipment for acquisition, depreciation and disposals such
that the capital reserve is equivalent to the net book amount of the property and
equipment it represents.

The aircraft replacement fund was created with the aim of investing at least the amount
equivalent to the depreciation charged on the caravan aircraft each year to enable the
company to replace the aircraft when necessary. This also includes any other funds
specifically received for future replacement of aircraft.

The aircraft maintenance reserve was created to cover the estimated cost of the next
major overhaul of aircraft on the basis of hours flown.

Leases where a significant portion of the risks and rewards of ownership are retained by
the lessor are classified as operating leases. Payments made under operating leases are
recognized in the income statement on a straight-line basis over the term of the lease.

The carrying value of assets is reviewed at each balance sheet date to determine whether
there is any indication of impairment. If any such indication exists, the assets' recoverable
amount is estimated and an impairment loss recognized in the income and expenditure
account if the carrying amount exceeds its recoverable amount.

Cash and cash equivalents comprise bank balances, bank deposits and cash. Bank
overdrafts are payable on demand and form an integral part of the cash management and
are included as a component of cash and cash equivalents for the purposes of the
statement of cash flow, where applicable.



AFRICANMEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
NOTESTO THE FINANCIAL STATEMENTS (continued)
FORTHE YEAR ENDED30 SEPTEMBER2009

2. GRANT FUNDS Restricted Unrestricted Total Total
Funds Funds Funds Funds
2009 2009 2009 2008

US$ '000 US$ '000 US$ '000 US$ '000

Grants receivable (Note 11 (a» (22,695) (226) (22,921) (16,304)
Unexpended grants 27,680 1,398 29,078 25,826
Restatement of opening grants 582 (582)

Net grant funds brought forward 5,567 590 6,157 9,522
Grants received during the year 56,932 2,460 59,392 65,093

Total grants available for operations 62,499 3,050 65,549 74,615

Less:
- Grants receivable (Note 11 (a» 22,712 22,712 22,921
- Unexpended grants (Note 11 (b» (21,052) (1,017) (22,069) (29,078)
- Advance to partners 3,610 3,610 (2,917)
Transfer to capital reserves (54) (54) (274)

Net grant income 67.769 1.979 69.748 65.267

2009 2008
US$ '000 US$ '000

3. OTHER INCOME

Income from air ambulance recoveries 1,912 1,884
Student fees 805 612
Medical services 401 445
Consultancy fees 349 332
Fundraising 17 0
Library 24 179
others 468 259

J.2IQ 3,711

4. NET FINANCINGINCOME

Increase in fair value of investments 62 34
Interest income 132 647

--.l24 ~

5. EXPENDITURE

(a) Programme monitoring and support expenditure includes costs relating to the Directorate of
Community Partnering, and Health Policy and Systems Research, Information Technology,
Director General, Deputy Director General and country level support costs, except Finance,
Administration, Human Resources department costs and Communications and Fundraising
expenses.

(b) Institutional development expenditure includes costs relating to the Director General, Deputy
Director General, Directorate of Communications and Fundraising and Human Resources and all
country level costs relating to Human Resources and Communication and Fundraising.

(c) Administration expenditure includes costs relating to Corporate Governance, the Director
General, Finance, Administration, Risk based Audit and all country level costs relating to
Finance & Administration



AFRICAN MEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
NOTESTO THE FINANCIAL STATEMENTS (continued)
FORTHE YEAR ENDED30 SEPTEMBER2009

2009
USS'OOO

2008
USS '000

6. OPERATING (DEFICIT)/SURPLUS
The operating (deficit)/surplus is arrived at after
charging/ (crediting)

Depreciation
Staff costs
Auditors' remuneration
Gain on disposal of property and equipment

667
16,904

42
(6)

834
16,264

36
(11)

Termination benefits
Retirement benefit costs- defined contribution plans

The names and position of the personnel in key management positions of AMREF during
the year are as disclosed on page 1.

b) Key Management Compensation
2009 2008

USS'OOO USS'OOO
Short term employee benefits

2,698 2,581
Termination benefits ~ ~

3,249 .ll..32



AFRICANMEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
NOTESTO THE FINANCIAL STATEMENTS (continued)
FORTHE YEAR ENDED30 SEPTEMBER2009

8. PROPERTYAND EQUIPMENT
Furniture,
fittings&

Land and Motor general
buildings Aircraft vehicles equipment Total
US$ '000 US$'OOO US$ '000 US$ '000 US$ '000

a) 30 September 2009

COSTORVALUATION
At 1 October 2008 4,608 3,605 1,022 3,200 12,435
Additions 2 24 68 94
Disposals flU ..----OAl (45)

At 30 September 2009 4,610 3,605 1,015 3,254 12,484

DEPRECIATION
At 1 October 2008 1,395 821 743 2,456 5,415
Charge for the year 84 185 129 269 667
On disposals illl (8) (39)

At 30 September 2009 1.479 1,006 841 2,717 6,043

NET BOOKVALUE
At 30 September 2009 ~ 174 ~ 6.441

b) 30 September 2008

COSTORVALUATION
At 1 October 2007 4,561 3,605 916 2,942 12,024
Additions 47 127 258 432
Disposals ~ (21)

At 30 September 2008 4,608 3,605 1,022 3,200 12,435

DEPRECIAnON
At 1 October 2007 1,264 604 600 2,134 4,602
Charge for the year 131 217 164 322 834
On disposals --.illi (21)

At 30 September 2008 1,395 ~ 743 2,456 5,415

NET BOOKVALUE
At 30 September 2008 ~ ~ 279 744 7,020

In the opinion of the Directors, there is no major impairment of property and equipment.



AFRICAN MEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
NOTESTO THE FINANCIAL STATEMENTS (continued)
FORTHE YEAR ENDED30 SEPTEMBER2009

9. INVENTORIES 2009 2008
US$ '000 US$ '000

Aviation spare parts 344 315
Printed books and manuals 179 183
Sundry stocks 150 205

673 703

10. TRADE AND OTHERRECEIVABLES

Trade receivables 2,827 2,662
National offices 85 17
Programme advances 489 562
Staff debtors 64 149
others 516 438
Provision for bad debts (259) (305)

~ ~

11. GRANTSRECEIVABLE/UNEXPENDED

(a) Grants receivable
Restricted 22,712 22,695
Unrestricted 226

At 30 September 22,712 22.921

Grants receivable represent expenditure incurred on projects for which there are
commitments from donors for which a donation has not been received by the year-end.

2009
US$ 000

2008
US$ 000

(b) Unexpended grants
Restricted
Unrestricted

21,052
1,017

27,680
1,398

Unexpended grants represent grants and donations received in advance of expenditure
which remain un-utilized as at the balance sheet date.

2009
US$ '000

2008
US$'OOO

Bank deposits
Kenya government debt securities
Commercial paper and corporate bonds
US government agencies
Equity

185
330
271
262

~

282
295
293
40

~



AFRICANMEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
NOTESTO THE FINANCIAL STATEMENTS (continued)
FORTHE YEAR ENDED30 SEPTEMBER2009

Cash in bank and at hand
Short term bank deposits

2009 2008
US$ '000 US$ '000

6,336 6,985
1,639 7,137

7,975 14,122

2009 2008
US$OOO US$ 000

14. TRADEAND OTHERPAYABLES

Trade creditors 6,344 5,300
Accruals 2,214 2,232

~ ~

15. CONTINGENTLIABILITY

In the year 2005 a contractor made a claim against AMREFfor breach of contract. The amount
claimed is US$ 2.2 million, of which US$ 1.3 million relates to general damages. The Directors
have consulted their legal experts who advise that general damages are not awardable for
breach of contract and that the claim is exaggerated.

Although there can be no assurance, the Directors believe, based on the information currently
available and legal advice obtained, that the claim can be successfully defended and therefore
no provision has been made in the financial statements

No taxation is provided for in these financial statements, as the Foundation is exempt from
income taxation in Kenya in recognition of its charitable status under paragraph 10 of First
Schedule of the Income Tax Act (Cap. 470).

2009
US$ 000

2008
US$ 000

Tenancy:
Less than 1 year
Between one and five years

46
~



AFRICAN MEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
NOTESTO THE FINANCIAL STATEMENTS (continued)
FORTHE YEAR ENDED30 SEPTEMBER2009

AMREF's principal financial instruments comprise receivables/debtors, cash and cash equivalents,
investments, unexpended grants and creditors. These instruments arise directly from its operations.

The Foundation's activities expose it to a variety of financial risks: market risk (including interest
rate risk, foreign currency risk and equity/price risk). credit risk and liquidity risk. AMREF seeks to
minimize the potential adverse effects of these financial risks. Risk management is carried out
under policies approved by the Board of Directors.

Market risk is the risk that the value of an investment will decrease due to movement in market
factors. Value may fluctuate due to changes in interest rates. foreign currency rates and equity
prices. The objective of market risk management is to manage and control market risk exposure
within acceptable levels.

Interest rate risk is the risk borne due to changes in interest rates on borrowings and
investments. There is no significant short-term exposure to changes in interest rates as cash
and cash equivalents are held as cash in hand, on-demand deposits, or in short-term deposits
with maturities of three months or less.

< 1 year 1-3 years Over Totals
US$ US$ 3 years US$

US$
Kenyan
Investments Bank Deposits 56,178 56,178

Kenya
Government 13,544 316,386 329,930
Debt
securities

US Investments Bank deposits
129,136 129,136

Commercial
papers and
corporate 271,350 271,350
bonds
US 261,345 261,345
Government
Agencies
Equity 50,000 50,000

Total 13.544 372.564 711,831 1,097,939

Long term exposure relates to Government bonds held in the USwhich are being renegotiated
downwards from a 12% rate.

The Foundation does not have interest bearing borrowings and is therefore not significantly
exposed to interest rate risk.



AFRICANMEDICALAND RESEARCHFOUNDATION
(A Company Limited by Guarantee)
NOTESTO THE FINANCIAL STATEMENTS (continued)
FORTHEYEAR ENDED30 SEPTEMBER2009

Foreign exchange rate risk is a form of risk that arises from the change in price of one
currency against another. AMREF's policy with respect to transactions is to record in US
Dollars at the rate in effect at the date of the transaction whatever the currency.

Risk arises where there is a significant fluctuation between the currency of the donor
contracts signed and the currency of spend. Where there is a significant reduction in
purchasing power AMREF limits spending by monitoring budgets in US $ and reducing
activities or if major enough by renegotiating contract ceilings with donors. During the
current period there was no significant impairment based on transaction exchange rates.

AMREF's policy with respect to monetary assets and liabilities denominated in other
currencies is to translate at the rate of exchange in effect at the balance sheet date. All
gains or losses on changes in currency exchange rates are accounted for in the income
statement. A translation loss of $ .693 million has been recorded through the income
statement and is predominantly caused by holdings in euro and pound sterling.

AMREF does not take speculative positions in foreign exchange contracts or any
derivative financial instruments.

AMREF is exposed to securities price risk because of investments measured at fair value
through profit or loss.

The Directors are aware of the potential risks arising from the global credit crisis and are
closely monitoring the investments to ensure that the risk is minimised. In the short term,
the intention is to shift any investments from equity and have them placed in institutions
that are considered to be less risky.

The Directors are of the opinion that, these investments are not material and are not
significantly impaired. Value of equity holdings amounts to $ 50,000.

Credit risk is the loss due to a debtor's non payment of a loan or other line of credit. The largest
concentrations of credit exposure within the company arises from grants receivable, trade
receivables, deposits held with service providers, prepayments, term deposits and cash and
cash equivalents held with banks.

Grants receivable consists primarily of institutional donors with which AMREF has signed
agreements and is in the process of requesting reimbursement.

The company only places significant amounts of funds with recognized financial institutions with
strong credit ratings and does not consider the credit risk exposure to be significant.

Trade receivables consist primarily of amounts invoiced by the flying doctor emergency services
unit and are current in nature and relate mainly to medical insurers. Where bad debts have
been recognized they have been provided for as indicated in Note 10.
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18. FINANCIAL RISK MANAGEMENT (Continued)

LIQUIDITY RISK

Liquidity risk for AMREF consists of the risk that it will encounter difficulties in meeting its
liabilities arising mainly from creditors and staff.

Liquidity risk is minimized by maintaining sufficient funds as cash in hand, on-demand
deposits or short-term deposits with maturities of three months or less to meet short-term
liabilities. In addition, investments are all in liquid securities which can easily be sold to meet
longer term cash flow needs.

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes
associated with the company's processes, personnel, technology and infrastructure and from
external factors such as those arising from legal and regulatory requirements and generally
accepted standards of corporate behavior. Operational risks arise from all of the company's
operations.

The primary responsibility for the development and implementation of controls to address
operational risk is assigned to management.

The company's objective is to manage operational risk so as to balance the avoidance of
financial losses and damage to the company's reputation with overall cost effectiveness and
to avoid control procedures that restrict initiative and creativity.






