
REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E n h a n c i n p4 A c c ct u n t a b i I i r_r"

oF KENYA REPORT
RL1AMENT

Lt
'' .', ii-:,!,

itrALlEfi...r LAIT)

0 3 Aij6 7fl2t

OF

6- lvlVt tt t' lLu,1

THE AUDITOR.GENERAL

ON

KENYA NATIONAL ASSURANCE
COMPANY (2001) LTMTTED

FORTHE YEARENDED
31 DECEMBER, 2020

'"1'---' 

CIrr^el-
Ll-, €.,-t?jn

H., ,^1
dw

r.Li,t { I 
"Ur.,fn,NP



,t

-4

)

t.,. o; ',1

i.;tir*:{

THE NATION-AL ASSEi:"a'; l

KENYA NA
COMP (

ANNU
FINANCIAL STATE TS*

31 DECEMBER 2O2O

REGISTRY

I JUN 2021

REC

GENERAL
NAIROBI

AUDITOROF THEOFFICE
000030084P o Box

IJ



-q

- rI.

KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

ANNUAL REPORT & FINANCIAL STATEMENTS 3I DECEMBER 2O2O

CONTENTS PAGE

Background information iii

Key entity information iv

Board of Directors v-vi

Management Team vii

Chairman's & CEO Statement viii-ix

Corporate Governance Statement x - xi

Corporate Social Responsibility Statement xii

Report of the Directors xiii

Statement of Directors' Responsibilities xiv

Report of the Independent Auditor/Auditor General xv

Statement of Comprehensive Income I

Statement of Financial Position 2

Statement of Changes in Equity 3

Statement of Cash Flows 4

Statement of Comparison of Budget and Actual Performance 5

Explanatory Notes to the Financial Statements 6 - 35

Supplementary Information Appendix I

ll



_ l>.

KENYA NATTONAL ASSURANCE COMPANY (2001) LIMITED

Background information

The Kenya National Assurance Cornpany (2001) Limited was incorporated underthe Companies
Act Cap 486 of the Laws of Kenya on the 26'h October, 2001 .

Principal Activities

mu*.
Mrs. Tabitha Mwaniki
P.O. Box 20425-00200
Nairobi.

The company continues to operate as a Closed Life Fund. The company's main activity is
finalisation of outstanding court cases and recovery of debts owed to the company in preparation
for voluntary winding up of the company. The company does not underwrite new insurance
policies.

As disclosed in Note 5 to the financial statements, the Government of Kenya redefined the
Board's mandate to require directors to facilitate smooth winding up of the company by 31

December 2021 in compliance with the Insurance Act Cap 487 and the Companies ActNo. l7 of
2015 of the Laws of Kenya.

The National Treasury has reviewed the mandate of the company's directors as follows:

(a) To spearhead conclusion ofthe court cases

(b) To ensure winding up of the company and transfer of all surplus assets to the National

Treasury.

Directors

The current Board of Directors are listed on page v

Company Secretary

lgth May, 2021
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

KEY ENTITY INFORMATION

Registered Office

Bima House
Harambee Avenue
P.O. Box 20425-00200
Nairobi, Kenya

Corporate Bankers

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

Independent Auditors

Auditor General
Kenya National Audit Offrce
Anniversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

Principal Legal Advisers

Waweru Gatonye & Company Advocates
Timau Plaza 4m Floor
P.O Box 55207-00200
Nairobi.KENYA
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Christine Oraro & Company Advocates
Delta Riverside
Block 3 2nd Floor Riverside Drive
P.O Box 20728-00100
Nairobi, Kenya
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

THE BOARD OF DIRECTORS

Eng. Stanley K. Kamau - Ag. Director General
Public Investment and Portfolio Management

Eng. Stanley K. Kamau is currently the Director
General, Public Investments and Portfolio
Management Directorate. This directorate is
responsible for coordinating, managing and
providing leadership in government investments
and public enterprises, assets and liabilities in
Government, public investment management,
public private partnerships and government
pensions.

Prior to his current role, Eng. Kamau was the
Director for Public Investment Management at

the National Treasury & Planning. He was
appointed as a Director of Public Private
Partnership (PPP) Unit, in February 2010, a

position he held until March 2018, where he

established the current legal and regulatory
framework for PPPs in Kenya. In his previous
appointments in Government, Eng Kamau has
contributed immensely in the development of a

number of policies, laws and activities/programs
which have had a significant impact in Kenya.

Eng. Kamau has a Bachelor of Science Degree in
Civil Engineering from the University of Nairobi
and is a registered engineer with Engineers
Registration Board of Kenya. He has also served
as an Alternate Director/Board Member in a

number of State Corporations.

FA Daniel Mutua
Alternate Director to the Cabinet Secretary,
The National Treasury

FA Daniel Mutua is a Deputy Director,
Investments in the Directorate of Public
Investment & Portfolio Management in the
National Treasury. He has over 28 yrs of Public
sector experience having worked in various
Ministries in Govemment and currently working
in the National Treasury & Planning since 2004.
His Key Competencies include Finance &
Investment Analysis and appraisal, Enterprise
Risk analysis, corporate Governance, Project
Management Public-Private Partnerships
Management, Public Policy analysis, Trusteeship,
Public Finance and Leadership.

Mr. Mutua holds a B.Ed. (Economics/Business
Studies)-Kenyatta University (1991) and MBA-
ESAMl/Maastricht (2006). He has attended many
international forums and participated in trainings
and benchmarking studies on Unclaimed Assets
Management, Assets & Liabilities Management,
Risk Mgt, Public Policy among others in these
Countries- USA, South Africa, Singapore, China,
Sweden, Turkey, Canada, Ireland, India, Rwanda,
Uganda and Tanzania
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Mrs Tabitha Mwaniki
Ag. Chief Executive Officer/ Company
Secretary

Mrs. Mwaniki is currently the acting CEO and
Company Secretary. She was appointed as

Principal Legal Officer and Company Secretary
in November, 2005. She holds MBA, Executive
from Moi University, and Post Graduate Diploma
In Public Relations from Kenyatta University,
Bachelor of Laws Degree from Nairobi
University and a Diploma in Law from the Kenya
School of Law. She is an Advocate of the High
Court of Kenya of 25 years' experience, and a

Certified Public Secretary (Kenya). Mrs.
Mwaniki is a member of the Law Society of
Kenya and the Institute of Cenified Public
Secretaries of Kenya.
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

CHAIRMAN STATEMENT

I am pleased and honoured to present to you the annual report for the period ending 3l December,
2020 in rny capacity as Chaiman of the Board.

Performance Review

The focus of the company in the year 2020 has been conclusion of pending Court cases. During
the year despite the challenges introduced by the novel Covid-l9 virus which interfered court
operations, progress was made in a number of the outstanding court cases as two cases were
completed and judgement issued in one of the cases paving the way for it to be concluded in the
year 2021.

Financial Review

The performance of the company was good under the circumstances which prevailed in 2020. The
main source of the company's revenue is interest on treasury bills and fixed deposits which
decreased substantially due to decline in the amount being deposited and a decrease in deposit
market interest rates in the year 2020. The other source of income is expected recoveries from
Motgage debts which have cases pending before the Courts and the cases are yet to be concluded.

Citizenship

Kenya National Assurance Company (2001) Limited although not trading takes its role as a
corporate citizen seriously and believes in being a valued, respected and trusted citizen is vital in
preserving shareholder value.

Acknowledgement

It is clear that none of the many achievements made by the company have been made without the
commitment and dedication of the Directors and the support of the National Treasury and
Planning.

Conclusion

In conclusion I would like on behalf of the Board and the National Treasury and Planning, to
thank the management and staff for their commitment to work diligently and to deliver excellent
service to our clients. Tremendous progress has been made and I believe that it will be possible to
wind up the company as soon as the cases pending before the Courts are concluded.

il
Chairman

Nairobi

lgth May,202l

viii



-] -'

KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

REPORT OF THE ACTING CHIEF EXECUTIVE OFFICER

The year began u,ith high expectations and relentless detennination to acconrplish our rrandate of
concluding the outstanding court cases and preparing the cornpany for rvinding up. Our main
focus u,as conclusion of tlie pending couft cases and sale of Barnburi plot to the squatters. We
had obtained hearin-rr dates fbr all the cases pending fbr hearing and hoped to conclude most of
theni rvitliin the year.

Hou,er,'er. u,ith onset of the Covid-19 pandemic all our positive gains u,ere eroded. The Court
hearings \\'ere postponed and the approval of the Advisorl, re-developrnent plan on the Banrburi
Plot by the County Assernbly of Mombasa u,as delayed and only issued at the end of the year.

Taking into account the setbacks experienced earlier in the year nonetheless by the end ofthe year
u.'e had made sorne achievernents in the irnplementation of ourrnandate as follorvs: -

Court Cases

Out of the 1 7 pending Courl Cases \\re were able to negotiate and conclude two cases out of court.
Of the remaining fir,e (5) cases are stillpending for actual hearing. Ten cases have been heard and
concluded what is outstarrding is the taxation of the bill of costs and execution proceedings.
Tou'ards the later part of year pro-gress was rnade in the anticipated sale of Barnburi Plot to the
squatters u,hen the Advisory re-development plan was approved by the County Assernbly of
Mornbasa on the l3tl' October 2020.

Cost N{anagement

The conrpany focused on rnanaging its costs on all levels and disposed of the company's rnotor
vehicle u,hich \\ras no longer required due to the high cost of maintenance. The cornpany also
relocated its official records to a smaller go-dorvn thereby reducing the annual rent by 40o/o.

Consequently. all surplus funds u,ere iuvested in Treasury Bills to earn interest for the con-lpany
u,hich is the only rernaining source of revenue.

Sale of the Remaining Assets

The trvo remaining assets of the company that are not encumbered by court cases are the Malindi
Plot and Shares in Consolidated Bank of Kenya. The office of the Attorney General has

expressed interest in purchasing Malindi Plot and the sale of the property will be concluded as

soon as the change of user for the property from residential to commercial use will be completed.
The slrares in Consolidated Bank of Kenya are not listed in the stock exchange and their disposal
is dependent on the privatization of the Bank which is ongoing.

Conclusion

We are comrnitted to the irnplementation of the Mandate of tlie Board and will vigorouslypursue
the conclusion of the pending coufi cases and sale of the remaining assets of the Life Fund. I rvish
to acknowledge the comrnitment of our ernployees and thank the Board of Directors for their
strategic suppc,ft and guidance.

^ffii.ffi,,T ki
Ae. Chief Executive Officer

ix

lgth May,202l



KENYA NATIONAL ASSURANCE COMPANY (2OOI) LIMITED

CORPORATE GOVERNANCE STATE]\IENT

Kenya National Assurance (2001 ) Liurited 'u,as incorporated on 26 October 2001 under the provisions
of the Kenya Companies Act as an insurance cornpany to take o\rer the assets and liabilities of the
Closed Life Fund of the fonner Kenya National Assurance Courpany Limited (in liquidation). The
company rernained dormant until I August 2002 when a Board of Directors rvas appointed to run its
affairs.

The Board of Directors is rnandated by the Govemment of Kenya to conclude all the outstanding courl
cases and wind up the company by 3 I " December. 2021 .

Corporate Governance defines the process and structure used to direct and uranage the business affairs
ol the Corrpany u,ith the aim of enhancing corporate accounting and shareholders long ter,. value
while taking into account the interests of other stakeholders.

The Board of Directors is responsible for governance of the Cornpany and is coulnritted to ensuriug
that its business operations are conducted with integrity and in cornpliance u'ith the l-aw, international
accepted principles and best practices of Corporate Goventance and business ethics. To this end the
coll-lpany has put in place systelns, practices and procedures which are frequentlv reviewed and
updated embracing the changing corporate environrnent and u,orld trends. In this respect the Cornpany
confirrns that it complies u'ith all relevant leeislation include the Mwongozo Code of Good
Governance.

Business Ethics

The company conducts its business in compliance with high ethical standards of business practice.ln
this respect. the transactions u,ith its clients, intennediaries, insiders. employees and other
stakeholders are conducted at arm's length. with integrity and transparency. The business is conducted
rvith high levels of transparency and accountability.

Board of Directors

The names of the Directors u,ho held office in the year and the tiure of this report are set out on page
4. The Board fulfils fiduciary responsibility to the shareholder by maintaining control over strate_cic,
operational and cornpliance issues of the Cornpany. Whilst the Board provides direction and guidance
on strategic and general policy lnatters, establishing and maintaining overall internal controls over
financial, operational and compliance issues, it has delegated its authority to the Chief Executive
Officer to conduct the day-to-day business of the cornpany.

The Board consist of the Chainnan and CEO of the company and one non-executive director. The
cornposition of the Board reflects the declining operations of the corrpany as it prepares for winding
up. The Board possess extensive experience in a variety of disciplines in insurance, business and
financial management, all of which are applied in overall lnanagelnent of the cornpany. The board
meets quarterly and has a forrnal schedule of maters reserved for it. The directors are given
appropriate and tirnely infomration so that
they can perfonn their fiduciary responsibilities effectively.

AII the directors on the Board are independent of rnanagement and are free from any business or other
relationships rvhich could materially interfere with the exercise of their independent judgernent.

(a) Directors' Emoluments and Loans

The remuneration of all directors is subject to the guidelines issued by the Office of the President
on tenns and conditions of service for Chairmen and Directors of State Corporations. Infonnation
on the cornpensation received and dealings u,ith the company is included in the notes to the
financial statements.

x



KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

CORPORATE GO\/ERNANCE STATEN{ENT (Continued)

(b) Related Partl' Transactions

There have been no uraterially significant related party transactions. pecuniary transactions or
relationships betu,een the company and its Directors or. Manager.nent except as those disclosed in
Note 26 to the Financial Staternents for the year ended 3l Decernber 2020.

Board Committees

Due to the reduced nurrber of Board Meurbers tlte Board has not set up u'orkir.rg cornrnittees but has

discharged all its duties and responsibilities including the duties of the Audit Committee as the full
Board.

Board I\{eeting Attendance

During the year under re'"'iew. the Board held 3 meetir.rgs. The Board Members attendance for 2020
\\/as as follou's: -

Name Number of Meetings
Attended

Percentage Attended

Ene. Stanley Karnau 3t3 100%
Daniel Mutua J/J r00%

Board Performance Evaluation

The chairman periodically conducts evaluation of the performance of the Board and individual
directors annually. The board also undertakes an evaluation ofthe perfonnance ofthe Chairnran and
Chief Executive Officer. And further. tlre board discusses the results of its evaluations and uses the
processes to constructively irr-rprove the effectiveness of the Board.

Shareholders

The list of Shareholders and their individual holding at the year ending 3l Decernber.2020 \\,as as

follows:-

Name No. of Ordinarl'
Shares

Percentage

Cabinet Secretary,, The National
Treasun,

1,499,000 99.9(,h

Principal Secretarv National Treasury I 0.loh

Compliance

The cornpany operates within the requirements of the Insurance Act Cap 487 of the Laws of Kenya,
aurong other legal requirernents. and adopts the universally acceptable principles in areas of Human
Rights, labour standards and in its commitment to best practice. Additionally, the company prepares
its Financial Statgnents in accordance with International Financial Reporting Standards (IFRS).

Chairman

Nairobi

lgth May,2021
xl



KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY
REPORTING

The ongoing global health crisis resulting from the outbreak of Covid-19 pandemic has brought
about the need for organizational nimbleness in response to unfavourable circumstances which
can threaten business continuity and implementation of work plans.

l. Sustainability Strategy and Profile

Our sustainability strategy involves being able to manage the financial, operational and
social aspects of our operations to enable us achieve our goals which is to prepare the
company for winding up by completing the sale of remaining assets of the Life Fund and
concluding the pending court cases through innovative ways such as out of Court
settlements.

2. Environmental Performance

In the day{o-day operations of the company, the company promotes measure that
conserve power such as not using electricity for lighting during the day and having a near
paperless office in order to help conserve the environment.

3. Corporate Social Investment

The company is not trading and therefore unable to participate in social investment
projects.

4. Employee and Social Sustainability

The safety of our employees, clients and the general public is a great concern to the
company. Staff have been sensitized in key areas of statutory safety compliance, general
health and first aid.

5. FinancialSustainability

Ensuring financial sustainability is one of the key objectives of the corporate strategy. This
objective is attained through stringent control of management expenses and prudent
investments of available funds.

Chairman

Nairobi

19th May,202l
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

REPORT OF THE DIRECTORS

The Directors present their report together with the Audited Financial Statements of Kenya
National Assurance Company (2001) limited ("the company") for the year ended
3l December 2020, which disclose the Financial affairs of the Company.

PRINCIPAL ACTIVITIES

The company continues to operate as a Closed Life Fund. The company's main activity is to
pursue conclusion of remaining Court cases, prepare the company for winding up and to transfer
a1l surplus assets to the National Treasury. The company does not underwrite new insurance
policies.

As disclosed in Note 5 to the financial statements, the Govemment of Kenya redefined the
Board's mandate to require Directors to facilitate smooth winding up of the company by 31

December 2021 in compliance with the Insurance Act Cap 487 and the Companies Act 2015 of
the Laws of Kenya.

The National Treasury has reviewed the mandate of the company's directors as follows:

(a) To spearhead conclusion ofthe outstanding court cases .

(b) To ensure winding up/liquidation of the company and transfer of all surplus assets to the
National Treasury by 3l December,202l.

RESULTS
Kshs'000

Loss before Taxation
Taxation

Loss for the year transferred to the Statutory Reserve

DIRECTORS

The current Board of Directors are listed on page v.

DIVIDEND

(16,967)

The Directors do not recommend the payment of a dividend in the current year (2019: Nil)

AUDITORS

The Auditor General is responsible for the statutory Audit of the Company's books of Account in
accordance with Section l4 and Section 39(i) of the Public Audit Act,2003 which empowers the
Auditor General to nominate other auditors to carry out the audit on his behalf. Office of the
auditor General undertook the audit for the year 2020.

By Order of the Board

(16,967)

.ffi,"*{,".,
Nairobi

Date: Igth May,202l

xlI



KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

STATE]\{ENT OF DIRECTORS' RESPONSIBILITIES

Section 81 of the Public Finance Managernent Ac1. 2012 and sec'tiott l4 oJ tlrc Stutc
Corporotiorts .4c't urtd Contporties ..1c't 2015 require the Directors to prepare financial
statements in respect of that entit.t'. rvhich give a true and fairvierv of the state of affairs of the
antin' at the end of the financial year/period and the operating results of the cntin' for that
year/period. The Directors are also required to ensure that the .,r?/in' keeps proper accounting
records u,hich disclose rvith reasonable accuracy the financial position of the attin*. The
Directors are also responsible for safeguarding the assets of the etttin'.

The Directors are responsible fbr the preparation and presentation of the cntint's financial
statements. which gir,'e a true and fair vieu, of the state of affairs of the cnrin, for and as at the
end of the llnancial year (period) ended on 31 Deceniber.2020. This responsibility includes:
(i) rnaintaining adequate financial managerrent arrangelrents and ensuring that these continue
to be effective throughout the reporling period: (ii) niaintaining proper accounting records,
rvhicli disclose rvith reasonable accuracy at any time the financial position of tlie entity; (iii)
desi-ening. implementing and maintainin-q intemal controls relevant to the preparation and fair
presentation of the financial statements. and ensuring that they are free from material
misstatements. whether due to error or fraud; (iv) safeguarding the assets of the erttitt,, (v)
selecting and applying appropriate accounting policies; and (vi) making accounting estirnates
that are reasonable in the circurnstances.

The Directors responsibility for the ertity'ls financial statements. u4rich have been prepared

using appropriate accounting policies suppofted by reasonable and prudent judgernents and

estimates. in confonrrity rvith Intemational Financial Reporting Standards (IFRS). and in the
rnanner required by the PFM Act.20l2, the State Corporations Act and Companies Act,2015.
The Directors are of the opinion that the erttii:'s financial statements give a true and fair view of
the state of ertin, '.s transactions during the financial year ended 31 December,2020. and of the
enti^"s financial position as at that date. The Directors further confimr the completeness of the
accounting records maintained for the eriitt', r.l,hich have been relied upon in the preparation of
the entin, ls financial staternents as well as the adequacy of the systems of internal financial
control.

The Directors acknowledge that the Govemrrent has given thern a mandate to control all
outstanding couft cases, wind up the cornpany and transfer surplus assets to the National
Treasury by 31 Decernber. 2021 .

Approval of the financial statements

The enti^, s'financial statements were approved by the Board on27tt'January, 2021 and signed
on its behalf by:

W&,
Chairman

tlv

Ag. Chief Executive Officer
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

E n h u n c' i n g A c' c' r t u n t a b i I i t.t,

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooroo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON KENYA NATIONAL ASSURANCE
CoMPANY (2001) LIMITED FOR THE YEAR ENDED 31 DECEMBER, 2020

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya National Assurance
Company (2001) Limited set out on pages 1 to 36, which comprise the statement of
financial position as at 31 December, 2020, statement of profit or loss and other
comprehensive income, statement of changes in equity, statement of cash flows, and the
statement of comparison of budget and actual performance and a summary of significant
accounting policies and other explanatory information, in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.
! have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects the financia! position of Kenya National Assurance Company (2001) Limited as
at 31 December, 2020, and of its financial performance and its cash flows for the year
then ended, in accordance with lnternational Financial Reporting Standards (!FRS) and
comply with the Kenya Companies Act, 2015 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

Continued Preparation of Financial Statements on a Going Goncern Basis

The financial statements have been prepared on a going concern basis. However, as
disclosed in Note 5 to the financial statements, the Board of Directors was mandated to
spearhead conclusion of all outstanding court cases and to ensure winding up of the
Company and transfer of surplus assets to The National Treasury by 31 December,2021.
This is an indication of intention to cease operations of the Company. The financial
statements as prepared and presented are therefore, in breach of the provisions of lSSAls
1570 which requires such statements to be prepared on a net realizable value basis.
Consequently, the financial statements are not IFRS compliant.

l-+.{.)

Report of the Autlitor-General on Kenlta Nutional Assurance Company O00 l) Limited for the year ended

3l December, 2020



The audit was conducted in accordance with lntemational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kenya NationalAssurance Company (2001)
Limited Management in accordance with ISSA! 130 on Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSA] and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, ! confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied lawfully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1) of the Public Audit Act, 2015 based on the audit procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
internal controls, risk management and overall govemance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overallgovernance were

Report of the Auditor-General on Kenya National Assurance Company (2001) Limited for the year entled
3l December, 2020

2
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operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQU]REMENTS

As required by Companies Act, 2015, except for the matters under the Basis for Qualified
Opinion and Conclusion on Lawfulness and Effectiveness in Use of Public Resources
sections of my report, I report based on my audit, that -

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;

ln my opinion, adequate accounting records have been kept by the Company, so
far as appears from my examination of those records; and

The Company's financial statements are in agreement with the accounting records
and returns.

Responsibilities of Management and The Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and for
maintaining such intemal control as Management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due
to fraud or error and for its assessment of the effectiveness of internal control, risk
manage and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company or to cease operations.

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

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

The Board of Directors is responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the Company monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to overall governance and

Report of the Auditor-General on Kenya National Assurance Company (200 l) Limited for the year ended
3l December, 2020
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risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-Ge ne ral's Responsi bi I ities for the Aud it

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

ln addition to the audit of the financial statements , a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 220(7) of the Constitution.

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

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

As part of an audit in accordance with lSSAls, I exercise professional judgement and
maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to

o

Report of the Auditor-General on Kenlta National Assurance Company (200 l) LimitetJ for the year ended
3 I Decemher, 2020

4



a

a

a

a

those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the audito/s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

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

Obtain sufficient appropriate audit evidence regarding the financial information of the
Company or business activities to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances

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

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

s.

AUDITOR.GENERAL

Nairobi

09 July,2021

Report of the Auditor-General on Kenya National Assurance Company (2001) Limited for the year ended
3l December, 2020
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2O2O

Investment Income

Movement in Claims

Other operating Income

Mortgage Recovery

Expenses of Management

Loss before Taxation

Taxation

Loss for the year

Other comprehensive income:
Items that may be reclassified to
pro.fit or loss in subsequent periods

Total comprehensive profit (loss) for the year

1.638 3,336

(e7)

1,4201,104

5,000

(24,709) (27,886)

(16.967) (23,227)

( 16.e67) (23.227)

(16,967) (23,227)

Note

t2

2020
sh'000

2019
sh'000

7

8

9

17

10



KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2O2O

EQUITY AND RESERVES

Share Capital
Investment Revaluation Surplus
Statutory Reserve

Total shareholders' funds

REPRESENTED BY

ASSETS

Asset held for Sale
Unquoted Equity Investments
Equiprnent
Mortgage Loans
Govemment Securities
Short Term Deposits
Rent and other Receivables
Bank and Cash Balances

Total Assets

LIABILITIES

Liabilities under Insurance Contracts
Contingency Reserve
Payables and Accruals

Note

21

15

22

2020
sh'000

50,000
r 03,s63
15.548

2019
sh,000

s0.000
103,563
?) 5l{

l3
t4
15

t4
14

l6
t7
I 8(a)
18(b)
t9
1 8(c)

169.1 I I 186,078

2,500
l0l.063

83

4,280
34.907

2,500
l0l ,063

152
4,280

48,872
4,047

35,643
(2se)

36,30 r

3,3 78

t82.st2 1e6,298

77
s,000
8,324

35

5,000
5,1 85

Total Liabilities 13,401 10,220

Net Assets 169,111 186,078

The Financial Statements on pages I -36 were approved and authorised for issue by the Board of
Directors on27'h January, 2021 and were signed on its behalf by:

)

Director Ag.

t

Officer



KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2O2O

At 1 January 2019

Loss for the year

Other comprehensive loss for the year

Total comprehensive loss for the year

At 31 December 2019

At I January 2020

Loss for the year

Other comprehensive loss for the year

Total comprehensive loss for the year

As At 31 December, 2020

50,000 103,564 55,742 209,306

(l) (23,227) (23,228)

(1) (23,227) (23,228)

50,000 103,563 32,515 l g6,07g

50,000 103,563 32,515 186,079

(16,967) (16,967)

16,967 (16,967)

50,000 103,563 15,549 169,1 I I

Share
capital
sh'000

Investments
Revaluation

Surplus
sh'000

Statutory
Reserve
sh'000

Total
sh'000

The investment revaluation surplus includes gains or losses recognised on revaluation of financial
instruments classified as available for sale. On disposal or de-recognition of an available for sale
financial instrument, the related gain or loss carried in the revaluation surplus is transferred to
profit or loss. The revaluation surplus is non distributable, except when realised.

3
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KENYA NATTONAL ASSURANCE COMPANY (2001) LTMTTED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2O2O

2020
sh'000

2019
sh,000

CASH FLOWS FROM OPERATING
ACTIVITIES

Net cash used in operations
Taxation paid

Net cash generated from operating activities

CASH FLOWS FROM IIWESTING
ACTTVITIES

Sale of investments
Purchase ofassets

Net cash used in investing activities

DECREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS
AT END OF THE YEAR

Note

23(a) (14,375) (24,619)

(14,375) (24,619)

(14,375) (24,619)

52,660 77,279

23(b) 38,285 52,660

4



KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL PERFORMANCE

Original
Budget
sh'000

Adjustme
nts
sh'000

Final
Budget
sh'000

Actual on
Performance
comparable
basis
sh'000

Performance
Difference
sh'000

Absorption
rate
o//o

Income
Interest on Treasury Bills
Sale of Malindi Plot
Mortgage Recovery
Sundry Income

TOTAL

EXPENSES

StaffCosts-(note ll b)

Legal and Professional Fees

Go down Rent and Water
Expenses
Directors Remuneration
fees

- other Emoluments

Auditors Remuneration-
current
Squatters Evictions Costs
(Taskforce)
Payrnent of Court degree

Office Expenses

Advertising & Public
relations
Telephone and Postage

Travel and Accommodation

Property Rent and Rates

Electronic Data Processing

Insurance

Depreciation

Printing and Stationery

Training and Subscription

Bank Charges

Motor Vehicle Expenses

Amortisation (NOTE l7)

850

75

108

450

72

850

75

108

450

72

1,216
2,500

30,000

33.716

12,392

t2,450

1,616

728

350

s,000

317

160

72

900

1,216
2,500

30,000

33,716

12,392

12,450

1,616

728

350

5,000

317

160

72

900

1,638 422
(2,500)

(2s,000)
1.104

(2s,e74)

(24)

11,s22

(rs2)

600

50

3,885

(6,000)

I

t47

6

466

(62)

294

32

-14

201

-14

(26)

10,912

35%
(100%)

(83%)
100%
23%

l00o/o

7%

109%

0%

18%

86%

22%

(100%)

100%

8%

92%

48%

100%
203%

65%

57%

tt3%

s5%

119%

0%

0%

3t%

5,000
I,104
7,742

12.4t6

928

1,768

20
60

20
60

128

300

l,l 15

6,000

316

l3

66

434

20
122

556

43

122

249

86

26

5

TOTAL 35,620 3s,620 24,709



KENYA NATIONAL ASSURANCE COMPANY (2OOI) LIMITED

NOTES TO THE FINANCIAL STATENTENTS
FOR THE YEAR ENDED 3I DECEMBER 2O2O

I ACCOUNTING POLICIES

The principal Accounting policies adopted in the preparation of these Financial Statements are set out
below. These policies ha"'e been consistently applied to all the years presented unless otherr.r,ise

stated.

(a) Basis of preparation

Statem ent of com pl ian ce

The Financial Statenrents are prepared in accordance with Intemational Financial Reporting Standards
(rFRS).

For the purposes of reporting under the Kenyan Companies Act, 2015 the balance sheet in these financial
statelnents is represented by/is equil'alent to the Staternent of Financial Position and the Profit and Loss
Accourrt is presented in the statement of profit or loss and other cor.nprehensive Incorne.

(b) Application of neu'and revised lnternational Financial Reporting Standards (IF'RSs)

(i) Relevant neh' standsrds and umendments to publislted standards e.ffective for tlte 1,ear ended
31 December 2017

Various standards, interpretations and arnendrnents became effectir,'e in tlre year under review. 'fhe

Directors have evaluated the irnpact of these new standards and interpretations anil none of them had a

significant impact on the company's financial statements.

(ii) h'ew and amended stsndards and interpretatiorts irt issue but not yet effective in tlte ),esr ended
3lDecember 2020

New,srrd Anrendments to standards Effictive for an nual periods
beginning on or ofter

FRS 9 Financial Instrunrents
FRS l5 Revenue from contracts with custorrers
FRS l6 Leases
Amendments to IFRSI I

Arnendrnents to IAS 16 and IAS 38

January 2019
January 2019
January 20 I 9

January 2019
January 20 I 8

(iii) Impact of relevant new and smended stsndurds urtd interpretations ort the jinancial statements for
the year ended 31 December 2020 and future annual periods

IFRS 9 Financial Instruments

In July 2016, the IASB finalised the reforrns of Financial instruments Accounting and issued IFRS 9 (as

revised in 2016), which contains the requirerncnts for a) the classification and measurement of Financial
Assets and Financial liabilities, b) irnpainnent methodology, and c) general hedge accounting. IFRS 9 (as
revised in 2016) will supersede IAS 39 Financial Instrurnents: Recognition and Measurement upon its
effective date.

6



KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED
NOTES TO THE FINANCIAL STATEN{ENTS (Continued)

I ACCOUNTING POLICIES (Continued)

Phase l: Classification and measurement of financial assets and financial liabilities

With respect to the classification and lneasurernent. the nurnber of categories of financial assets under
IFRS 9 has been reducedl all recognised financial assets that are currently u,ithin the scope of IAS 39 u'ill
be subsequently measured at either anrortised cost or fair value under IFRS 9. Specifically:

(b) Adoption of neu' and revised International Financial Reporting Standards (IFRSs) and
interpretations (IFRIC) (Continued)

(iii) Impact o.f relevanl nev, ond amended stundsrds ortd interpretutions on the Financiul
Statements for tlre 1'ear ended 3l December 2020 and future annual periods

IFRS 9 Financial Instruments (Continued)

. A debt instrument that (i) is held u,ithin a business model u,hose objective is to collect the
contractual cash florvs and (ii) has contractual cash flou's that are solely payrrents of
principal and interest on the principal alllount outstauding must be rneasured at arnortised
cost (net of any r.l,rite dou,rr for impairment), unless the asset is designated at f-air value
through profit or loss (FVTPL) under the fair value option.

. A debt instrunent that (i) is held u'ithin a business rnodel whose objective is achieved
both by collecting contractual cash florvs and selling financial assets and (ii) has contractual
terms that give rise on specified dates to cash flou,s that are solely paynents of principal and
interest on the principal anrount outstanding, must be rneasured at FVTOCI, unless the asset

is designated at FVTPL under the fair value option.

All other debt instruments rnust be measured at FVTPL

. All equity investments are to be lneasured in the statement of financial position at fair
value, with gains and losses recognised in profit or loss except that if an equity investment is
not held for trading, an irrevocable election can be lnade at initial recognition to nreasure the
investrnent at FVTOCI, rvith dividend income recognised in profit or loss.

IFRS 9 also contains requirements for the classification and rneasurerlent of financial
liabilities and de-recognition requirelnents. One major change from IAS 39 relates to the
presentation of changes in the fair value of a Financial Liability designated as at FVTPL
attributable to changes in the credit risk of that liability. Under IFRS 9, such changes are
presented in other comprehensive incorne, unless the presentation of the effect of the change
in the liability's credit risk in other comprehensir.'e incorne would create or enlarge an

accounting mismatch in profit or loss. Changes in fair value attributable to a financial
liability's credit risk are not subsequently reclassified to profit or loss. Under IAS 39. the
entire amount of the change in the fair value of the Financial liability designated as FVTPL
is presented in profit or loss.

Phase 2: Impairment methodology

The irnpainnent model under IFRS 9 reflects expected credit losses, as opposed to incurred
credit losses under IAS 39. Under the irnpainnent approach in IFRS 9, it is no longer
necessary for a credit event to have occurred before credit losses are recognised. Instead, an

entity always accounts for expected credit losses and changes in those expected credit
losses. The amount of expected credit losses should be updated at each reporting date to
reflect changes in credit risk since initial recognition.

7



KENYA NATTONAL ASSLTRANCE COMPANY (2001) LTMTTED

NOTES TO THE FINANCIAL STATENIENTS (Continued)

I ACCOUNTING POLICIES (Continued)

(b) Adoption of nerv and revised International Financial Reporting Standards (IFRSs) and
interpretations (IFRIC) (Continued)

Phase 3: Hedge accounting

Tlre general hedce Accounting requirements of IFRS 9 retain the three types of hedge
accounting mechanisms in IAS 39. Hou,ever. greater flexibility has been introduced to the
types of transactions eligible for hedge accounting. specifically broadening the trpes of
instrur.nents that qualif5, as hedging instrurnents and the types of risk components of non-
financial iterns that are eligible for hedge accounting. ln addition. the effectiveness test has

been overhauled and replaced u'ith the principle of an'economic relationship'.
Retrospective assessn-lent of hedge ef'fectiveness is no longer required. Far rnore disclosure
requirements about an entity's risk uranagerrent activities have been introduced.

(iii) Impoct of relevant neb, snd qmended standqrds and interpretstions on the Jinancial
statements for tlrc year ended 3l December 2020 ond future annual periods
(Corttinued)

Transitional provisions

IFRS 9 (as revised in 2016) is effectire for annual periods beginning on or after 1 January
2020 with earlier application pennitted. If an entity elects to apply IFRS 9 early, it must
apply all of the requirelnents in IFRS 9 at the sarne tirne, except for those relating to:

The presentation of fair value gains and losses attributable to changes in the credit risk of
Financial liabilities designated as at FVTPL. the requirernents for which an entity rnay
early apply without applyin-a the other requirements in IFRS 9: and
Hedge accounting. for which an entity rnay choose to continue to apply the hedge
accounting requirements of IAS 39 instead of the requirements of IFRS 9.

The Directors of the courpany antrcipate that the application of IFRS 9 in the future rnay not
have a significant impact on alnounts reported in respect of the company's Financial Assets
and Financial liabilities.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a single comprehensive model for entities to use in Accounting for
revenue arising from contracts with custolrers. IFRS l5 will supersede the current revenue
recognition guidance including IAS l8 Revenue, IAS I I Construction Contracts and the
related Interpretations u,hen it becomes eff'ective.

IFRS 15 will only cover re\/enue arising from contracts rvith customers. Under IFRS 15, a

custolner of an entity is a party that has contracted u,ith the entity to obtain goods or services
that are an output of the entity's ordinary activities in exchange for consideration. Unlike the
scope of IAS 18, the recognition and rreasurelnent of interest income and dividend incorne
frorn debt and equity investrnents are no longer within the scope of IFRS 15. Instead, they are
within the scope of IAS 39 Financial Instruments: Recognrtion and Measurement (or IFRS 9

Financial Instruments, if IFRS 9 is early adopted).

)
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

I ACCOUNTIn-GPOLICIES(Continued)

(b) Adoption of new and revised International Financial Reporting Standards (lFRSs) and
interpretations (IFRIC) (Continued)

(iii) Intpact of relevont nch, snd amended standards and interpretations on tlte Jinancial statements.for
the year ended 3l December 2020 and future annual periods (Continued)

As rnentioned above, the neu,revenue Standard has a single rnodel to deal with revenue from
contracts u,ith custorners. Its core principle is that an entity should recognise revenue to depict
the transfer of prorlised goods or services to custorners in an alnount that reflects the
consideration to u'hich the entity expects to be entrtled in exchange for those soods or
services. Specifically. the Standard introduces a 5-step approach to revenue recoqnition:

Step l: Identify the contract(s) u,ith a custonler
Step 2: Identify the perfonnance obligations in the contract
Step 3: Determine the transactiou price
Step 4: Allocate the transaction price to the perfonrance obligations in the contract
Step 5: Recognise revenue uten (or as) the entity satisfies a perfomrance obligation

Far more prescriptive guidance has been introduced by the neu,re\renue Standard:

Whether or not a contract (or a cornbination of contracts) contains rnore than one
promised good or service. and if so. u,hen and ho'w, the promised goods or services should
be unbundled.

IFRS l5 Revenue from Contracts vyith Customers (Continued)

Whether the transaction price allocated to each perfonnance obligation should be recognised as

revenue over tir-ne or at a point in tirne. Under IFRS 15. an entity recognises revenue when a

performance obligation is satisfied. r.l,hich is when 'control' of the goods or serv'ices underlying the
particular perfomrance obligation is transferred to the custorner. Unlike IAS 18. the new Standard
does not include separate guidance for 'sales of goods' and 'provision of services't rather, the new
Standard requires entities to assess u,hether revenue should be recognised over tirne or a particular
point in tirne regardless of whether revenue relates to'sales of goods'or'provision of services.

When the transaction price includes a variable consideration elernent. how it will affect the arnount
and timing of revenue to be recognised. The concept of variable consideration is broad; a

transaction price is considered variable due to discounts, rebates, refunds, credits. price
concessions, incentives, perfonnance bonuses, penalties and contingency arrangements. The new
Standard introduces a high hurdle for variable consideration to be recognised as revenue - that is,
only to the extent that it is highly probable that a significant reversal in the amount of cumulative
revenue recognised will not occur when the uncertainty associated with the variable consideration
is subsequently resolved.

When costs incurred to obtain a contract and costs to fulfil a contract can be recognised as an asset

Under IFRS 15, an entity recognises revenue when (or as) a performance obligation is satisfied. Far
more prescriptive guidance has been added in IFRS l5 to deal with specific scenarios.
Furthemore, extensive disclosures are required by IFRS l5 The directors of the company
anticipate that the application of IFRS 9 in the future may not have a significant irnpact on amounts
reported in respect of the company's financial statements.
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

I ACCOUNTING POLICIES (Continued)

(a) Adoption of new and revised International Financial Reporting Standards (lFRSs) and
interpretations (lFRlC) (Continued)

(iii) Impact of relevant neh,und amended standards and interpretotions ort the.financisl statements

for the year ended 3l December 2020 andfuture annual periods (Continued)

IFRS l6 Leases

IFRS l6 introduces a cor.nprehensir,e model forthe identification of lease arrangelnents and accounting
treatlxents for both lessors and lessees. IFRS l6 u'ill supersede the current lease guidance
including IAS l7 Leases and the related interpretations u,hen it becomes effective.

IFRS l6 distinguishes leases and sen'ice contracts on the basis of u4rether an identified asset is

controlled by a custourer. Distinctions ofoperating leases (offbalance sheet) and finance leases

(on balance sheet) are remor,'ed for lessee accounting, and is replaced by a model u,here a right-
of-use asset and a corresponding liability have to be recognised for all leases by lessees (i.e. all
on balance sheet) except for short-tenn leases and leases oflow value assets.

The right-of-use asset is initially rneasured at cost and subsequently rneasured at cost (subject to
certain exceptions) less accurnulated depreciation and impainnent losses, adjusted for any
lneasurerrent of the lease liability. The lease liability is initially rneasured at the present value of
the lease paynents that are not paid at that date. Subsequently. the lease liability is adjusted for
interest and lease payments, as u,ell as the irrpact of lease modifications, amongst others.

Furthermore. the classrfication of cash flows will also be affected as operating lease paynents
under IAS I 7 are presented as operating cash flows, whereas under the IFRS 1 6 rnodel. the lease
payments will be split into a principal and an interest portion which will be presented as

financing and operating cash flows respectively.

In contrast to lessee accounting, IFRS l6 substantially carries forward the lessor accounting
requirernents in IAS I 7, and continues to require a lessor to classify a lease either as an

operating lease or a finance lease.

Furthemore. extensive disclosures are required by IFRS 16.

The Directors of the Corrpany do not anticipate that the application of the standard will have a

significant impact on the Cornpany's Financial Statements.

Amendments to IAS 16 and IAS 38 Clorificatiorts of Acc'eptable Methods o.f Depreciation and
Amorlisation

The amendments to IAS 16 prohibit entities frorn using a revenue-based depreciation method for
iterns of Property, Plant and Equiprnent. The arnendments to IAS 38 introduce a rebuttable
presumption that revenue is not an appropriate basis for amortisation of an intangible asset. This
presumption can only be rebutted in the following two lirnited circurnstances:

a) when the intangible asset is expressed as a lneasure ofrevenue; or

b) when it can be dernonstrated that revenue and consumption of the economic benefits of the
intangible asset are highly correlated.
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED
NOTES TO THE FINANCIAL STATEI\IENTS (Continued)

I ACCOUNTING POLICIES (Continued)

(a) Adoption of new and revised International Financial Reporting Standards (lFRSs) and
interpretations (IFRIC) (Continued)

The amendrnents apply prospectively for annual periods beginning on or after I January 2020.
Currently. the company uses the straight-line method for depreciation and amoftisation for its
property and equiprnent, and intangible assets respectively.

The Directors of the Company do not antlcipate that the application of tlre standard will have a

si-enificant impact on the Cornpany's Financial Statetnents.

Annual Improvements 201 2-201 6 Cycle

The Annual Lnprovements to IFRSs 2012-2016 Cycle include a nutnber of atnendtnents to various
IFRSs. u'hich are surnrrarised belou,:

The arnendrrents to IFRS 5 introduces specific gurdance in IFRS 5 for u'hen an entity reclassifies an

asset (or disposal croup) from held for sale to held for distribution to o\\rners (or vice versa).

The amendrnent clarifies that such a change is considered as a continuation of the original plan of
disposal and accordingly an entity should not apply paragraphs 27-29 of IFRS 5 regarding changes

to a plan of sale in those situations. The amendrnents to IFRS 7 provides additional guidance to
clarify whether a serr,icing contract is continuing involver.nent in a transfen'ed asset for the purpose
of the disclosures required in relation to transferred assets. Also, the amendment clarifies that the
offsetting disclosures are not specifically required for all interim periods. Hou'ever. the disclosures
rray need to be included in the condensed interim Financial Statements to satisfy the requireurents
in IAS 34 ltttct'itu Finonc'iul Rc'porting.

The amendrnents to IAS 19 clarify that the rate used to discount post-ernployment benefit
obligations should be detennined by reference to Market yields at the end of the reporting period on

high quality corporate bonds. The basis for conclusions to the amendment also clarifies that the
depth ofthe rnarket for high quality corporate bonds should be assessed at a currency level which is

consistent with the currency in which the benefits are to be paid. For currencies for u,hich there is no

deep market in such high-quality bonds, the markel yields (at the end of the reporting period) on

Governrnent bonds denorninated in that currency should be used.

The Directors of the Company do not anticipate that the applcation of these amendments will have
a significant irnpact on the company's Financial Staternents.

(a)Adoption of nen'and revised International Financial Reporting Standards (IFRSs) and
interpretations (IFRIC) (Continued)

(iv) Earl1, adoPtion of standords

The Cornpany did not early-adopt new or amended standards in 2020.

The principal accounting policies adopted are set out below:

Basis of Preparation

The financial statements have been prepared on a basis other than that of a going concern which
includes, where appropriate. writing dou'n the company's assets to net realisable value and its
liabilities to the arnounts payable. The Financial Statements do not include any provision for
filture costs of terminating the business of the company, except to the extent that such were
committed at the reporting date.
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

I ACCOUNTING POLICIES (Continued)

Revenue Recognition

o lnterest on Treasury bonds, short tenn Deposits, Mortgages and policy loans is accrued on a

tirne basis, by reference to the principal outstandin-e at the effective interest rate applicable.
The effective interest rate is the rate that exactly discounts estirnated future cash receipts
through the expected life of the Financial asset or when appropriate. a shofter period to net

carying amount of the Financial asset.

o Dividends are recognised as incorne in the period in which the right to receive payrnent is
established.

o Rental incorne is recognised per the policy under leases below.
o All other income is recosnised on the accrual basis.

Taxation

Tax expense/ (incorne) comprises of current taxation and deferred taxation.

Current taxation is provided on the basis of the results for the year as shown in the financial
statelnents. adjusted in accordance u,ith tax legislation.

Deferred taxation is provided, using the liability method. for all ternporary differences ansing
betu,een the tax bases of assets and liabilities and their carry'ing values for financial reporting
purposes. Tax rates enacted or substantively enacted at the reporting date are used to detennine
defemed taxation.

Deferred taxation assets are recognised only to the extent that it is probable that future taxable
profits will be available against which the ternporary differences can be utilised.

Claims Incurred

Claims include maturities, annuities, surrenders, death and disability claims. Maturity and

annuity claims are recorded as they fall due for payment. Death and disability claims and
surrenders are accounted for when notified.

Leases

Leases are classified as Finance Leases whenever the tenns of the lease transfer substantially all
the risks and rewards of ownership to the company as a lessee. All other leases are classified as

operating leases.

Tlte company as lessor

Rental incorne in respect of operating leases is recognised in the profit or loss in the period to
which it relates.

Tlte contpany us q lessee

Rental paynents in respect of operating leases are charged to the profit or loss in the period to
which they relate.

12
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KENYA NATIONAL ASSURANCE COMPANY (2001) LTMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2 ACCOUNTING POLICIES (Continued)

Investment Revaluation Surplus

Gains or losses arising from changes in the fair value of Financial Instrurnents classified as

available-for-sale are recognised in other cornprehensir''e incorne and accumulated in the
inr.'estment revaluation leserve u,itlt exception of in-rpainnent losses u'hich are recognised in the
profit or loss. Where the investment is disposed of or is detennined to be irnpaired, the
cumulative gain or loss previously accumulated in the investrlent revaluation reserve is
reclassified to profit or loss.

Statutorl' Reserve

The statutory reserve relates to the surplus on the lon-q-tenn business which is not distributable
as per the requirernents of the Insurance Act.

Equipment

Equiprnent has been u'ritten dou,n to its realisable alnounts.

Intangible Assets

Intangible assets include cost of purchase or developrnent of cor.nputel softu,are, which are
stated at the lou'er of their carrying alnounts and fair values less estimated selling costs. The
costs are amortised over the intangible assets expected useful lives on a straight-line basis al an
annual rate of 25%. The useful life and mode of amortisation are revieu,ed at each end of the
reporting period and any significant changes are accounted for prospectively.

Provisions

The major provisions outstanding as at the reporting date include liabilities under insurance
contracts, staff gratuity provision and leave pay provision. Provisions for liabilities are
recognised when there is a present obligation (legal or constructive) resulting fiom a past event.
and it is probable that an outflow of economic resources will be required to settle tlre obligation
and a reliable estimate can be rnade of the monetary value of the obligation.

Financial Instruments

Financial instrulents are recognized in the Company's Statement of Financial Position when
the entity becornes a party to the contractual provisions of the instrument.

Finsncial Assets

For the purpose of financial reporting, the Financial Assets are classified into the following
categories:

(a) At fair value through profit or loss;
(b) Held-to-maturity;
(c) Loans and receivables; and
(d) Available-for-sale financial assets.
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KENYA NATIONAL ASSURANCE COMPANY (2001) LTMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

t ACCOUNTING POLICIES (Continued)

.4t fair vulue tluough profit or loss

This category has tu,o sub-categories: financial assets held lor trading and those designated at
fair value through profit or loss at inception. A flnancial asset is classified into this category at
inception if acquired principally for the purpose of selling in the short tenn, if it forrns parl of a

porlfolio of financial assets in which there is evidence of short tenr-r profit-takin_e or if so

desigrated by management.

II el d -t o-m qtu rit), i n ctru m e nt c

i{eld to maturity instrurnents are non-derivative Financial Assets u'ith fixed or determinable
payments and fixed maturity that the company has the positive intention and ability to hold to
rnaturity.

Loans and Receivable

Loans and receivables are non-derivative Financial Assets u'ith fixed or detemrinable payments
that are not Quoted in an active uarket. They arise when the conlpany provides tnoney, sen'ices
directly to a debtorw,ith no intention of trading.

Availsble for Sale Finsrrcisl Instruments

This category covers Financial Assets that are not (a) Financial ,A,ssets at fair value throu-rh
profit or loss, (b) loans and receivables. or (c) Financial Assets held-tr)-maturity.

Recogrtitiort

Financial assets are initially recognised at fair value plus transaction costs for all financial assets
not carried at fair value through profit or loss. Available-for-sale Finaucial Assets and Financial
Assets at fair value through profit or loss are subsequently carried at fair value. Loans and
receivables and held+o-rnafurity investments are carried at amortised cost using the effective
interest method. Gains and losses arising from changes in the fair value of "financial assets at
fair value through profit or loss" are included in the profit and loss in the period in rvhich they
arise. Gains and losses arising from changes in the farr value of available-for-sale financial
assets are recognised in other comprehensive incorne and accurnulated in the investment
revaluation reserve until the financial asset is derecognised or iurpaired, at which time the
cumulative gain or loss previously recognised in equity is recognised in the profit and loss. In
particular these are accounted for as follows:-

Quoted and Unquoted Equity Instruments

Investments in shares of other entities that give the company a residual interest in the assets of
that enterprise after deductirrg all of its liabillties are classified as equity instruments.
lnvestment in equity instrulnents quoted on the Nairobi Securities Exchange or other equity
rnarkets are stated at market values ruling as at the reporting date. Unquoted investments are
reported at their acquisition costs, less any accurnulated irnpaiment losses. All equity
investments are classified as available for sale financial instrurnents.
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

I ACCOUNTING POLICIES (Continued)

Financial lnstruments (Continued)

ll[ortgage and Policl' Loans

Mortgage and policy loans are classified as loans and receivables and are carried at arnortized
cost. less accumulated impainnent losses. rvhere applicable.

Premiums, Rent and otlrcr Receivsbles

Preuriurns. rent and other receiv'ables are non interest bearing and are caried at their original
invoiced arnount less an estimate made for bad and doubtful receivables based on the review of
all outstanding alnounts on, an accouut by account basis. at the year end. Bad debts are rvritten
off in the year in u'hich they are identified as irrecoverable. They are classified as loans and

receivables.

Short Term Deposits

Short tenn deposits are interest bearing and are expected to lnature r.l,ithin three months frorn the
date of acquisition. Short tenn Deposits are carried at nominal values plus any accrued interest.
They are classified as held-to-maturity instruments.

Financial Liabilities

All financial liabilities are classified as other liabilities

Other financial liabilities. including borrou,ings, are initially measured at fair value, net of
transaction costs and are subsequently measured at amortised cost using the effective interest
method. with interest expense recognised on an effective yield basis. The effective interest
method is a rnethod of calculating the arnortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life of the financial liability. or,
where appropriate. a shorter period.

Impoirment and Uncollectabilitl, of Finoncial Assets

The cornpany assesses at each end of the reporting period whether there is any objective
evidence that a financial asset or group offinancial assets is impaired.

If there is objective evidence that an impairrrent loss on loans and receivables or held{o-
rnaturity investrnents carried at amortised cost has been incurred. the amount of the loss is
measured as the difference between the asset's carrying alrount and the present value of
estirnated future cash flows discounted at the financial asset's original effective interest rate (i.e.
the effective interest rate computed at initial recognition). The amount of the loss is recognised
in the staternent of profit or loss.

If there is objective evidence that an irnpainnent loss has been incurred on an unquoted equity
instrurnent that is not carried at fair value because its fair value cannot be reliably measured, the
alnount of the impairment loss is measured as the difference between the carrying amount of the
financial asset and the present value of estimated future cash flows discounted at the current
rnarket rate of retum for a similar financial asset.
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KENYA NATTONAL ASSURANCE COMPANY (200r) LTMTTED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

I ACCOUNTING POLICIES (Continued)

When there is a decline in the fair value of an available-for-sale financial asset whose fair r,'alue

gains and losses have been accurnulated in equitl,and there is objective evidence that the asset is
irnpaired. the cumulative loss that had been in equity is removed from equity and recognised in
the statements of profit or loss even thou-eh the financial asset has not been derecognised.

De-recogtt ition of Fi n arr ci al I n stru m ents

Financial assets (or a portion thereof') are de-recognized uhen the cornpany's rights to the cash

flou,s expire or u,hen the company transfers substantially all the risks and rewards related to the
financial asset or when the entity losses control of the financial asset. On de-recognition, the
difference betu,een the carryin-e arrount of the financial asset and proceeds receivable and any
prior adjustrnent to reflect fair value that had been accumulated in equity are included in the
statement of comprehensive incorle. Financial liabilities (or a portion thereof) are de-
recognized when the obligation specified in the contract is discharged, cancelled or expires. On
de-reco-rrnition, the difference betu'een the carrying aurount of the financial liability, including
related un-arnortized costs and amounts paid for it are included in the statement of profit or loss.

Impairment of Tangible and Intongible Assets

At each end of the reporting period. the company revieu,s tlre carrying amounts of its tangible
and intangible assets to detemine whether there is any indication of impainnent. If any such
indication exists. the losses are recognised as an expense in the statelxent ofprofit or loss in the
period in u'hich they are identified. Impairrnent _rrains. however. are recognised only to the
extent that they represent a reversal of an impairrnent loss previously incurred on the same asset.

Caslr and Caslr Equivalents

For the purposes ofthe cash flow statenrent, cash and cash equivalents comprise cash on hand
and demand deposits. together with short-terrn. highly liquid investments that are readily
converlible to a knorvn anlount ofcash and that are subject to an insignificant risk ofchanges in
value.

C on tin ge n t Lia b i I iti es

Contingent liabilities arise if there is a possible obligation; or present obligations that may, but
probably will not, require an outflow of economic resources; or there is a present obligation, but
there is no reliable method to estimate the rnonetary value of the obligation.

Retirement Benefits

Statutory deJined contributiorr sclterue

The company contributes to a statutory defined contribution scheme, the National Social Security
Fund (NSSF). Contributions are determined by local statute and are currently limited to Sh 200 per
employee per month. The employer's contribution to the retirement benefit scheme is recognised in
the statement of profit or loss when they fall due.
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

NOTES TO THE FINANCIAL STATEN{ENTS (Continued)

I ACCOUNTING POLICIES (Continued)

S en, i c e G rat u i4' Provi si o n

Management and other staff are entitled to a sen'lce gratuity of 3l% per month in service. The
sen,ice gratuity is provided for in tlie firrancial statements as it accrues to each ernployee.

Employee Benefits

The estimated monetary liability for employees accrued annual leave at the end of the reporting
period is charged to the profit or loss in the year to u,hich it relates.

Contparatives

Where necessary. cor.uparative figures have been ad-iusted to conforrl to changes in presentation in the
current vear.

CRITICAL ACCOUNTING ESTII\{ATES AND JUDGEN{ENTS IN APPLYING
ACCOUNTING POLICIES

In the process of applying the accounting policies. the Directors have rnade judgements.

estiurates and assurnptions about the carrying anlounts of assets and liabilities that are not
readily apparent fiom other sources.The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant.

The estirnates and underlying assumptions are revieu'ed on an ongoing basis. Revisions to
accounting estirnates are reco-qnised in the period in u'hich the estimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects
both current and future periods.

The key areas of judgernent,key assumptions conceming the future and other key sources of
estirnation uncertainty at the end of the reporting period in applying the entity's accounting
policies are dealt u,ith below:-

Tlte ultimqte liabili4, uising from clsirrts made under insursnce contrqcts

The ultirnate liability arising fiom claims made under insurance contracts is the company's most
critical accounting estimate. There are several sources of uncertainty tl-rat need to be considered
in the estimate of the liability that the company r.r,ill ultimately pay for such clairns.

The ultimste liability arising ft'ont claims made under insurunce contrqcts (Continued)

The detennination of the liabilities under long-terrn insurance contracts is dependent on
estimates made by the company. Estirnates are rnade as to the expected number of deaths for
each of the years in which the company is exposed to risk. The cornpany bases these estimates
on standard rnortality tables that reflect historical rnortality experience. The estirnated number of
deaths detemines the value of the beneflt payments and the value of the valuation premiums.

Estiurates are also rnade as to future investrnent income arising fiorr the assets backing long-
tenn insurance contracts. These estimates are based on current rnarket returns as well as

expectations about future economic and financial developments.

Ir'
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KENYA NATIONAL ASSURANCE COMPANY (2OOI) LIMTTED

NOTES TO THE FINANCIAL STATENTENTS (Continued)

Impairment losses

At each end of the reporling period. the company revieu's the carrying amounts of its assets to
detennine ufiether there is any indication that those assets have suffered an impairrrent loss. If
any such indication exists. tlte recoverable amount of the asset is estimated in order to detennine
the extent of the impainnent loss. Deternrining u,hether assets are impaired requires an

estimation of the value of the assets.

Equipment

Critical estimates are urade by the Directors in detennining useful lives of equipment and
intangible assets.

Equipment has been u'ritten dou,n to the realisable arnounts to 31 December 2020.

Receivubles

Critical estimates are nrade by the Directors in determining the recoverable number of
receivables.

3 RISK MANAGEI\TENT

The company's activities expose it to a variety of financial and insurance risks. The cornpany's
overall risk management prograntrne focuses on the identification and management of risks and
seeks to minimise potential adverse effects on its financial perfbnnance.

The disclosures below sunrrnarise the u'ay the company lnanages key risks:

Insurance Risk

The risk under any one insurance contract is the possibility that the insured event occurs and the
uncertainty of the arnount of the resulting clairn. By the very nature of an insurance contract,
this risk is random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing and
provisioning, the principal risk that the colnpany faces under its insurance contracts is that the
actual claims and benefit paynents exceed the carrying alrount of the insurance liabilities. This
could occur because the frequency or severity of clairns and beneflts are greater than estimated.
Insurance events are randorn and the actual number and arnount of claims and benefits will vary
from year to year from the level established using statistical techniques.

Experience shows that the larger the portfolio of sirnilar insurance contracts. the srnaller the
relative variability about the expected outcoule will be.

(o) Frequerrcy and Severity of Cloims

For contracts where death is the insured risk, the most significant factors that could increase
the overall frequency of claims are epidernics such as AIDS or widespread changes in
lifestyle, such as eating, srnoking, exercise habits resulting in earlier or lnore claims than
expected.
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

Insurance Risk (Continued)

For contracts that sunival is the insured risk. the rnost significant factor is continued
improvement in rnedical science and social conditions that would increase longevity.

The Cornpany does not have in place any reinsurance arrangernents because all liabilities
are maturities.

Life I nsuran ce Contracts S ensitit ity Analysis

The actuarial assumptions used as at 3l December 2020 are unlikely to change significantly
to result in material variation in actuarial liabilities.

(b) ActuarialValuatiorrs

The company did not carry out actuarial valuation of the life fund because all inforce
policies were converted into maturities and paid in 2010.

The following tables disclose the concentration of insurance liabilities by the class of
business in which the contract holder operates and by the maximum insured loss lirnit
included in the tenns of the policy. The amounts are the carrying amounts of the insurance
liabilities arising tiom insurance contracts:

Carrl,ing 0-l 1,r
amount
sh'000 sh'000

11

35

1-3 yrs

sh'000

3-5 yrs

sh'000

>5yrs

sh'000

3l December 2020

Short Tenn lnsurance Liabilities:
Liabilities under lnsurance 77
Contracts

3l December 2019

Short Term lnsurance Liabilities:
Liabilities under lnsurance 35

Contracts
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 RISK N{ANAGEN{ENT (Continued)

Financial Risk

The company is exposed to a range of financial risks through its financial assets and liabilities.
In pafticular. the key financial risk is that the proceeds frorn its financial assets tray not be
sufficient to fund the obligations arising frour insurance policies as they fall due. Hower,'er. the
proceeds from its financial assets are sufficient to fund the obligations arising from insurance
policies as they fall due. The rnost important cornponeuts of this financial risk are market risk
(including interest rate risk. equity price risk and currency risk). credit risk and liquidity risk.
The obligations arising frorn insurance contracts are fully provided.

These risks arise frorr open positions in interest rate, currency and equity products. all of u,hich
are exposed to general and specific lnarket rrovements. The risks that the colnpany primarily
faces due to the nature of its investrnents and liabilities are interest rate risk and equity price
risk.

(a)Market Risk

(i) Interest Rate Risk

Interest rate risk arises primarily frorn investrnents in fixed interest securities. The sensitivity
analysis for interest rate risk illustrates how clranges in the fair value or future cash flows of a

financial instrunrent will fluctuate because of changes in rnarket interest rates at the reporting
date.

An increase/decrease of 5 percentage points in interest yields would result lrl
increaseidecrease in the profit/loss before tax of Shs 16.967,000 (2019: Shs 23,227,000)

(ii) Equity Price Risk

The company is exposed to equity securities price risk as a result of its holdings in quoted
equity investrnents, classified as available for sale. Investrnents held are listed and traded on
the Nairobi Securities Exchange.

If equity market indices had increased/decreased by 5% for the Quoted Equity investrnents.
with all other variables held constant, the total comprehensive incorne for the year rvould
increase/decrease.

(a) Market Risk

(iii)Currency Risk

Foreign currency exchange risk arises when future cornmercial transactions or recognised
assets and liabilities are denominated in a cun'ency that is not the entity's functional
currency. The company prirrarily transacts in Kenya shilling and its assets and liabilities are
denorninated in the same currency. The company is therefore not exposed to currency risk.
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMTTED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 RISK MANAGEMENT (Continued)

(b) Credit Risk

The company has exposure to credit risk, which is the risk that a counterparty will be unable
to pay rnounts in full when due. Key areas where the company is enposed to credit risk are:

o MortgaBe loans;
o Receivables arising from rental properties and
o Short term deposits
o Bank balances

The company has no significant concentrations of credit nsk.

The exposure to individual counterparties is managed by obtaining charges on mortgage securities.
Management informdion reported to the Directors include detarls of provrsions for impairment on
receivables and subsequent write offs. Intemal audit makes regular reviews to assess the degree of
compliance with the company's procedures on credit.

Maximum Exposure to Credit Risk

Debt that is past due but not rmparred continues to be paid. The debt that is impaired has been fully
provided for.

The credit risk on short term deposits and bank balances is considered low because counterparties
are banks with high credit rating.

3l December 2020

Rent and other
Receivables

Mortgage Loans
Short Term Deposits

Bank Balances

31 December 2019

Rent and other
Receivables
Mortgage Loans
Short Term Deposits
Bank Balances

326,623 74,856

247,757
4,280

4,280 247,757

248,415
4,280

Total
&mount

31.t2.2020

sh'000

284,058
4,280

34,907

3,378

Fully

performing

sh'fi)o

Past due but
not

impaired
sh'000

Impaired

sh'000

35,643

34,907

3,378

284,058
4,280

52,9t9
(2se)

35,643

52,919
(2se)

340,998

2l

88,303 4,280 248,415
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 RISK MANAGEMENT (Continued)

Financial Risk (Continued)

(b) Credit risk (Continued)

Maximum Exposure to Credit Risk (Continued)

The table below shows the ageing profile of past due but not irnpaired receivables

2020
sh'000

2019
sh'000

Within 30 days

3l - 60 days

6l - 90 days

Above 90 days 4,280 4,280

4,280 4280

(c) Liquidity Risk

Liquidity risk is the risk that the company is unable to meet its payment obligations
associated with its financial liabilities as they fall due.

The key objective of the Board in managing liquidity risk is to ensure that the closed fund is
able to pay off its liabilities with the existing assets of the company.

The table below includes the weighted average effective interest rate and the cash flows
payable by the company under financial liabilities and cash flows receivable under financial
assets by remaining contractual maturities at the end of the reporting period.
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 RISK MANAGEMENT (Continued)

Financial Risk (Continued)

(e) Liquidity Risk (Continued)

31 December 2020

Financial Assets

Mortgage Loans

Rent and other Receivables (net)
Short Term Deposits

Bank and Cash Balances

Total Financial Assets

Financial Liabilities
Liabilities under Insurance Contracts

Total Financial Liabilities

Liquidity Gap

31 December 2019

Financial Assets
Mortgage Loans

Rent and other Receivables (net)
Short Term Deposits
Bank and Cash Balances

Total Financial Assets

Financial Liabilities
Liabilities under Insurance Contracts

Total Financial Liabilities

Weighted
average
effective
interest

Rate

l-3
months
sh'000

36,301

34,907

3,378

74,586

3-r2
months
sh'000

Total
sh'000

74,509

35,643
52,919

(25e)

7777

7777

3535

3535

4,280 4,280

36,301

34,907

3,3 78

4,280 78,866

4,280 78,789

4,280 4,280

35,643
52,919
(2se)

88,303 4,280 92,583

Liquidity Gap

23
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 CAPITAL MANAGE]\{ENT

The cornpany's objectives when rnanaging capital are:

To comply with the capital requirements as set out in the Insurance Act Cap 487 of the Laws
ofKenya; and

To corrply with regulatory solvency requirements as set out in the Insurance Act.

The Insurance Act requires each insurance company to hold the rninimurn level of paid-up
capital as follows:

Current
sh'000

a

a

Composite lnsurance Cornpanies
General lnsurance Cornpanies
I.ong-Terrn Insurance Companies

CLAIM EXPENSE

Benefi ts to Policyholders

450,000
300,000
150,000

The cornpany will not increase its share capital to be in line with the new requirements because
it operates as a closed life fund and is not writing new business.

5 GOING CONCERN ASSUMPTION

The Govemrnent of Kenya through the National Treasury renewed the mandate of the Board of'
Directors as follows:

(a) To spearhead conclusion ofall the outstanding court cases

(b) To ensure winding up of the company and transfer of all surplus assets to the National

Treasury by 3l December 2021.

6 GROSS AND NET EARNED PREMIUM

The company operates as a closed life fund and is not writing new business. There was no
recorded premium in 2020 (201 9: Nil) as there are no policies still in force. Any premium
received after maturity or surrender is refundable to the policyholder.

7 INVESTMENT INCOME

Interest on Government Securities and Fixed Deposits 1,638 3,336

1,638 3,336

2020
sh'000

2019
sh'000

8

24
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KENYA NATTONAL ASSURANCE COMPANY (2001) LTMTTED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2020
sh,fi)o

2019
sh'000

9 OTHER OPERATING INCOME
Dividend lncome
Interest of Bank Balances
Interest on Staff Advances
Disposal of Motor Vehicle and unserviceable stores
Reversal of Overprovisions-Debtors

10 E)(PENSESOF'MANAGEMENT

StaffCosts - (note 1l)
Legal ard Professional Fees
Go-down Rent &Cleaning
Directors' Remuneration -fees

-other emolurnents
Auditors' Remuneration -
Squatters Evictions
Office Expenses
Advertising& Public Relations
Telephone and Postage
Travel and Accommodation
Property Rent and Rates
Electronic Data Processing
Insurance Costs
Depreciation ( note 16 a)
Printing and Stmionery
Training and Subscriptions
Bark Charges
Motor Vehicle Expenses
Amortization (note 16 b)
Court Decree

ll(a) STAFFCOSTS

Salaries and Allowances
Cratuity
Leave Pay
NSSF
NHIF

6
2
ll

s52
s33

;
4

,408I

1,104 1,420

12,416
928

1,768

128
300

1,1 l5
317

t3
66
434

2A
122
556
43

t22
249
86

26
6,000

24,709

9,074
2,835

4ll
l9
77

12,934
488

2,635

s06
3s0

7,894
382
128
66

877
48
20

905
53

t7r
262
tt2
29
26

9,613
2,766

450
2t
84

nw

25
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Il(b) STAFF COSTS

Original Adjustments Final Budget
Budget

Actual on
Comparable

Basis

Performance
Difference

Salaries and
Allowances
Gratuity
Leave Pay
NSSF
Contribution
NHF
Contributions

9,050

2,83 5

411
l9

9,0s0

2,835
411
19

77

2,835
411

19

9.074 (24)

77 77

12,416 (24)12.392 12.392

12 TAXATION

(a) Taxation credit

Current taxation based on the taxable proftt at 30oh

Deferred tax credit
Deferred tax not recognised

(b) Reconciliation of expected taxation credit
based on accounting loss

Accounting loss before taxation

Tax at the applicable rate of 30oh

Tax effect of items not allowable for tax
Deferred tax not recognised

SHARE CAPITAL

Authorised, issued and fully paid:

50,000 ordinary shares of Sh 1,000 each

2020
sh'000

2019
sh'000

(6,968)
6,968

(s,090)
5,090

(16,967) (23,227)

(5,069)
(21)

s,090

(6,939)
(2e)

6,968

13

26

50,000 50,000
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KENYA NATTONAL ASSUR TNCE COI\TPANY (2001) LIMITED
NOTES TO THE FINANCIAL STATENIENTS (Continued)

14 INVESTN,TENTREVALUATIONSURPLUS

Quoted Unquoted
equitl' equig'

investments inyestments
sh'000 sh'000

Assets
held

For sale
sh'000

Total
2020

sh'000

Total
2020

sh'000

At I January 101.063 2.500 103.563 103.563

At 3l December 2020 103.563

(a) Unquoted Investments

Unquoted Investr.nents relate to 3,958,300, 4% preference shares in Clonsolidated Bank of
Kenya Linited valued at Sh 79.192,000 (20191 Sh 79.192.000) and 1.094.487 Ordinary
shares held in Consolidated Bank of Kenya Limited valued at Sh 21 .871 .000 (201 9l Sh

21.871.000).

The corlpany's share of Consolidated Bank's net assets is nou,above the an-lount initially
invested in the shares ofthe bank. The cost ofthe shares has been used as the best estimate
of the recoverable arnount for the investrnent in the Bank's Shares.

(b) Asset held for Sale

This relates to a piece of land orvned by the colnpany and located in Malindi Toun.

The land is registered in Mombasa. parcel no 361 8291 portion I 33 12 u'hose size is 0.0628
Ha. Land was valued on 25.03.2020 by Ministry of Land and Physical Planning. Value
indicated at Sh 2.5 Million. The title has no encurnbrances.

15 STATUTORY RESERVE

Reconciliation of Statutorl, Fund to the Actuarial Surplus.

103.5632s00I 0l .063

2020
sh'000

2019
sh'000

Life Fund 20.548 37.5 r 5

Less:
- Contingency Resene (s.000) (s.000)

Statutory Reserve 15,548 32 515

The Statutory Reserve represents profits frorn long tenn business whose distribution is subject to
restrictions irnposed by the Insurance Act. The Act restricts the amounts of surpluses of the
long-term business available for distribution to the shareholders to 30o/o of the actuarial surplus
of the life business.

The Contingency Reserve of Kshs 5 Million is a provision to cover any new additional clairns
that may arise which have not been provided for in outstanding claims as disclosed in note 3.

Movement in the Statutory Reserve are shown in the statement of changes in equity on page 18.

2'1



KENYA NATIONAL ASSURANCE COMPAI\IY (2001) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
16.(a)

COST

At I January2019

Additions

At 31 December 2019

At I January2020

Additions

Disposal

At 3l December 2020

Depreciation

At I January2019

Disposal

Charge for the year

At 3l December 2019

At I January2020

Disposal

Charge for the year

At 31 December 2020

NET BOOK VALUE
At 3l December 2019

Furniture and
Fittings

sh'000

Motor Vehicle

sh'000

Computer
Hardware

sh'000

3,944

3,9M

3,944

3,461

483

3,7 59

48

3,807

Total

sh'000

7,577

7,577

7,577

5,626

l95l

7.356

53

7,409

1,766

1,766

1,766

298

l,468

t,730

5

1,735

r735
(2ee)

5

1,441

27

3l

1,867

1,867

1,867

1,867

1,867

1,867

1,867

(l,867)
3,807

(3,396)

38

499

34

72

7,409
(s,s62)

43

1,940

61

103

At31 December2020,MotorVehicleswithatotalcostof 1,866,825 (2019:1,866,825)werefully
depreciated. It was then sold at Kshs47l,000/=

28



KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

16 (b) TNTANGTBLE ASSETS- COMPUTER SOFTWARE

COST

At I January and 3l December
Additions

AMORTISATION
At I January
DisposalVOther Adjustnents during the year
Charge for the Year

At 3l December

NET BOOK VALUE

3l December

MORTGAGE LOANS

Maturing within one year

Matured during the year

Less: Provision for impairment losses

Impairment during the year

Net Provision for impairment losses

1,349
(83s)

2020
sh'fi)o

2019
sh'000

1,349

1,349

1,274

26

,300

49

367,641

367,641

(363,361)

(363,361)

4,280

2019

sh'000

48.872
48,872

Accrued
interest
sh'000

373

st4

1,300
(834)

26

492

367,641

(5,000)

362,641

(362,641)

5,000

(358,361)

4,280

2020

sh'000

34.907
34,907

22

l7

Mortgage recovery during the year 5,000

Mortgage loans were advanced at the rate of 23o/o perurnnum for commercial clients, 6Yoper
annum for Staffand 2lo/oper annum for non-commercial clients.

l8(a) GOVERI\MENT Sf,CLIRITIES

Central Bank Limited

Principal

sh'000

Treasury bills 34.534
34,534

373

The Weighted Average interest rate on Treasury Bills during the year was 6.52%o (20ly7o/o).
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

18(b) SHORT TERM DEPOSITS

Kenya Commercial Bank Limited

Principal Accrued interest 2020 2019
sh'000 sh'000 sh'000 sh'000

Short Term
Deposits

4,047

::::-= =:::- ::::::: :::!y
The Weighted Average interest rate on Short Term Deposits during the year was 4.5 % (2019-
4.7%\

18(c) BANK AND CASH BALANCES

Cash at Bank
Cash in Hand

The make - up of bank balances is as follows:

Detailed analysis of the cash and cash equivalents

Financial institution Account number

a) Current account

Kenya Commercial Bank I l07l I 1862
Kenya Comnrercial Bank I l07l I l64l
Sub- total

Cash in Hand
M-pesa
Sub- total
Grand total

RENT AND OTHER RECEIVABLES

Rent and other Debtors
Proceeds due from Sale of Non-Current
Assets held for Sale*
Prepayments and Deposits
Staff Advances.

2020
sh'000'

2019
sh,000,

(333)
74

(2se)3.378

2020
sh'000'

(246)
3,550
3,304

74

3,304
74

74
3,378

35,548
554
199

2019
sh'000'

(408)
75

(333)

l9
2020

sh'000
247,932

74

74
(2se)

2019
sh'000
247,932

35,548
474

82

284,036
(248,393)

284,233
(247,932)Less: Provision for Rent and other Debtors

30
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED
NOTES TO THE FINANCIAL STATENIEN'IS (Continued)

*lncluded in the sales proceeds fiom the sale of non-current assets held for sale is

Sh 35.145.000 relating to sale of plot number MN/397ll of Mombasa Municipality. The
Cornpany sold plot nulnber MN/l/397 of Mombasa Municipality in 2005 for Sh 43.945.000.

209lo deposit amounting to Sh 8.800,000 rvas paid in 2005 and the buyer provided a Bank
Guarantee for the balance of Sh 35.546.716 to the cornpany. This amount is payable to the

company rvhen vacaut possession is handed over to the buyer. The property has been the

subject of a Court case Civil Suit nurnber 110 of 2006. in rvhich the company was the
respondent. In a Judgrrent dated 23 February 2009 the suit u,as disrnissed in favour of the
company. The company filed Civil Suit 123 of 2009 before the High Court Mornbasa seeking
eviction orders against the squatters. Judgrnent was delivered on 12'l'October.20l2 and

eviction orders issued. An application was made to Court on the 5tl'October,2Ol8 seeking to
set aside the eviction Order and substitute it with an order to subdivide and sell the land to the

squatters. The Court granted the orders on ?4'r' April.20l 9 and the enuuleration of the squatters

on the land and the physical planning started. The process of planning and surveying is still
goin_e on and once completed the individual plots will be r,alued by govemment valuer and

using the valuation as the sale price the plots will be sold to the current settlers in the land. The
proceeds from sale rvill be appor-tioned betu,een KNAC (2001) Ltd and Kencent Holdings
Lirnited at a ration 80:20 respectively.

20 DEFERREDTAXATION

Deferred incorne taxes are calculated on all temporary differences under the liability rnethod

using the curently enacted tax rate of 30%. The net deferred taxation liability is attributable to
the follou,ing items:-

Deferred Tax Assets:
Tax losses available for offset against future profils
Gratuity Provision
Leave Pay Provision
Excess Depreciation over Capital Allou,ances

Deferred Taxation Asset
Deferred Taxation Asset not recognised

The movement on the Deferred Tax Account is as follows:

At I .lanuary-
Deferred Taxation Credit - current year

Defened Taxation Credit not recognised - current year

2020
sh'000

5.090
5.489
l.-500

t2.079

12.079
( l 2.079)

12,079
(12.079)

2019
sh'000

6.968
?.766

9.734

9.734

\9.734\

9.734
(9.734)

At 3l December

The company is no longer transacting life business and the deferred tax asset has not been
recognised as the company will not be able to generate operating profits relating to this line of
business in future to be able to recover the deferred tax asset.

3l
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

2I (a'I LIABILITIES UNDER INSURANCE CONTRACTS

At 1 January 2020

Adjustment to Claim Values
Benefi ts to policyholders
Claims Reversed
Claims Paid during the year

At 31 December 2020

At 3 1 December 201 9

22. PAYABLESANDACCRUALS

Maturities
sh'000

l5

( 1s)

Death
claims

sh'000
Surrenders

sh'000

Institutions
and

Annuities
sh'000

Refundable
premiums

sh'000
Total

sh'000

20

57

35

57

(ls)

'71 11- tl tt

l5 20 35

21 (b) LIABILITIES UNDER INSURANCE CONTRACTS

On the 27'h June,2014 clairns worth Shs 348.754,305 for 22,356 and on 30th October,2015
claims worth Shs9,026,338.00 for 503 unpaid policyholders were transferred to the Unclaimed
Financial Assets Authority in order to comply with the Unclairned Financial Assets Act, 2011
which states;

Unless otherwise provided in this Act or by any other law, Assets shall be subject to the custody
of the Authority as unclaimed assets, if the conditions raising a presumption of abandonment
under sections 4 to I 8 of the Act are satisfied and one or more of the following requirements are
met;

(i) The records ofthe holder do not reflect the identity ofthe person entitled to the assets
(ii) The holder has not previously paid or delivered the assets to the apparent owner or other

person entitled to the assets
(iii)The last known address, as shown on the records of the holder, of the apparent owner is in a

country that does not provide by law for the escheat or custodial taking ofthe assets or its
escheat or unclaimed assets law is not applicable to the assets and the holder is domiciled in
Kenya.

2020
sh'000

2019
sh'000

8,324 5,185Accruals

32
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED
NOTES TO THE FINANCIAL STAT'EI\IENTS (Continued)

23. NOTES TO THE CASH FLOW STAI'EMENT

a) Reconciliation of profit (loss) before taxation to cash used in operations

2020
sh'000

Loss before Taxation (16,967) (23,227)

Amortization of Intangible Assets (Note
l6(b)
Depreciation of Equiprnent (Note l6(a)
Working Capital changes:
Decrease/(lncrease) in Rent and other Receivables
Increase /(Decrease) in Liabilities under Insurance
Contracts
Increase /(Decrease) in Payables and Accruals

Cash used in Operations

b) Analysis of Cash and Cash Equivalents

Cash and Bank Balances
Shon Tenn Deposits-
Treasury Bills
Short Term Deposits

26
43

(658)

42
3.1 39

2019
sh'000

91

l5
(1,577)

(24,619)

26
53

(14,37 5)

(2se)

34,907 48,872
4.047

38,285 52.660

RELATED PARTY DISCLOSURES

a) Nature of related Party relationships

Cornpanies and other parties related to Kenya National Assurance Company (2001) Limited
include those parties who have ability to exercise control or significant int'luence over its
financial and operating decisions. These include the Government of Kenya, its agencies and
close associates.

2020 2019
sh'000 sh'000

b) Details of related Party balances

3.3 78

24

The following balances arise from transactions
Carried out with related parties:
Short Term Deposits placed with Kenya Cornmercial Bank Ltd
Shares in Consolidated Bank of Kenya Limited
Bank Accounts at Parastatal's Banks
Treasury Bills with Central Bank of Kenya

I 0l ,063
3,378

34.907
139,348

4,047
l0 I ,063

(2se)
48.872

153,723
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KEr\yA NATTONAL ASSURANCE COMPANY (2001) LTMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

c) Details of related Party transactions

2020
sh'000

20t9
sh'000

(i) Investuent Income

Interest on Short Term Deposits placed with
Ke,nya Commercial Bank Limitd alrd Central Bank of Kenya

(ii) Expenses of Managemot

Property Rent and Rates to Local Authorities
Telkom Kenya and Postal Corporation of Kenya

Key Management Personnel Rernuneration

Directors Remuneration

Fees

Ottrer Emolurnents

25. FUTURE OPERATING LEASE COMIVIITMENTS

Company as Lessee

Amounts payable by the company under lease agreernent
Negotiated with landlord at end of tre repo,rting period:

Within one year

26.

1,638 3,336

1,638 3,336

7,013 7,013

t28 s06

128 506

48
66

tt4

20
66

86

2020
sh'000

2019
sh'000

1,506 2,301

CONTINGENT LIABILITIES

Pending Litigation Claims 26,923

The pending litigaion claim relded to a case instituted by trird parties against the compmy
which was settled in the year 2020.
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

27. CONTINGENT ASSET

Nil

28 CAPITALEXPENDITURECOMMITMENTS

The Company had no Capital commitments at year end (2019 - Sh Nil).

29. COUNTRY OF INCORPORATION AND DOMICILE

The Company is dorniciled and incorporated in Kenya under the Companies Act, 2015 in
the Laws of Kenya and is wholly owned by the Government of Kenya. The Company's
operations are controlled and regulated under the Kenyan State Corporations Act.

30. CURRENCY

The Financial Statements are prepared in Thousands of Kenya Shillings (Sh'000)
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KENYA NATIONAL ASSURANCE COMPANY (2001) LIMITED

APPENDIX 1: PROGRESS ON FOLLOW UP OF THE AUDITOR GENERAL
RECOMMENDATIONS FOR THE FINANCIAL \'EAR 2019.

The following is the summary of issues raised by the external auditor, and management comments
that were provided to the auditor. We have nominated focal persons to resolve the various issues as

shown below with the associated time frame within which we expect the issues to be resolved.

Reference
No. on the
external

audit
Report

1.

Issue /
Observations
from Auditor

Preparation of

Financial

Statement on

Going Concern

Basis while the

company is

planned for

winding up on

the 31't

December,202l

Management comments

Management uses conservative

methods in the preparation of

the financial statements which

have been prepared on a basis

other than that of a going

concern which includes where

appropriate, writing down the

company assets to net

realizable values and its

liabilities to the palable

amounts. Na realizable value is

the value ofan asset that can be

realized upon the sale of the

asset. To this end Management

has ensured that the only

remaining asset of the company

has been subjected to valuation

and the valuation figures

incorporated in the financial

statements. The accounts

receivable balances have taken

into account provisions for bad

and doubtful debts as is

required under the net

r ealizable value principl e.

Management will continue

ensuring that the accounts are

prepared on a basis other than

going concern basis zls is

required by the relevant

accounting standards.

Focal
Point

person to
resolve

the issue

Tabitha
Mwaniki
Ag. CEO

Status:

Not
Resolved

Timefreme:

31't
December,
2021
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Reference
No. on the
external

audit
Report

Issue /
Obsenations
from Auditor

Management comments

Focal
Point

person to
resolve

the issue

Status:

2_ Late submission

of Financial

Statements

The Financial Statements for

the year 2019 were submitted

on the 8th April,2020, 8 days

after the due date of 3l"

March,2020 due to the delay in

holding a Board Meeting to

approve the Financial

Statements as a result of the

containment measures with

regard to the Covid- l9

Pandemic. The Financial

Statements for the Financial

year 2020 were submitted on

time.

Tabitha
Mwaniki
Ag. CEO

Resolved

Timeframe:

Mtr
Ag. Officer Chairman of the Board

19th lVlay,2021
Date....

19th May,2021
Date..
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