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KEY NHrFi TNFORMATON

Backeroiln| i nformation

The National Hospitat lnsurance Fund was estabtished by the NHIF Act of Partiament on 31st
December 1998. At cabinet levet, the National Hospital lnsurance Fund is represented by the
Cabinet Secretary for Heatth, who is responsibte for the generat poticy and strategic direction
of National Hospitat lnsurance Fund. The National Hospital lnsurance Fund is domicited in
Kenya and has 62 branch offices under 6 regions as fottows; Nairobi, Central, Western,
Coastat, North Eastern and Rift Vattey.

Our Vision

To be a Wortd Class Social Heatth lnsurance Scheme

Our Mission

To provide accessibte, affordabte, sustainabte and quatity social heatth insurance through
effective and efficient utilization of resources to the satisfaction of stakehotders

Our Cofe Values

ln pursuit of its vision and mission NHIF is guided by the fotlowing core vatues:

. Regponsiveness to Customer Needs

The BSard of Management and the Management of NHIF betieve that the success of the
Fund depends largety on customer focus and witt, therefore, ensure that customer
resportsiveness is practiced in the entire organization.

. Professionalism and lntegrity

The Board of Management, Management and Emptoyees of NHIF wit[ act moratty and
ethicatty by consistentty demonstrating high degree of probity in deating with
stakehotders.

. Adcountability and Transparency

The Board of Management, the Management and emptoyees of NHIF witt remain
accoqntabte to att stakehotders of the Fund and witl acknowtedge responsibitity for their
decislons.

. Ef,ficiency and Effectiveness

The ]Board and the Management witt ensure the Fund maintains efficiency and
effectiveness in att its processes and procedures so as to futfit its mandate.

l

o Cleativity and Innovation
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The Board and the Management and staff of NHIF witt ensure the Fund enhances its creativity

and innovation for improled service detivery and quatity products'

. Team Spirit and Staff Motivation

The Board, the Management and staff of NHIF witl ensure that the entire workforce is highty

motivated and embraces team spirit through synergy in the furtherance of the Fund's

mandate.

. Passion and Enthusiasm

The Board wit[ ensure that the entire workforce of NHIF serves the Kenyan peopte with passion

and enthusiasm.

Principal Activities

The Fund,s core mandate is to provide healthcare financing to att its members and their

dectared dependants (spouse and chitdren), who contribute either as emptoyed persons, setf-

employed persons and or votuntary contributors. The NHIF membership is open to atl Kenyans

who have attained the age of 18 years and have a monthty income of more than Ksh 1 ,000.00.

The Fund has continued to expand its offerings in terms of heatthcare benefit packages to atl

its members. The NHIF Supacover is a comprehensive and affordable heatth insurance scheme

that offers the fottowing to the NHIF members: outpatient services, lnpotient Services,

Maternity Seruices, tmaging Services, Drug and Rehabilitation services, Renal Dialysis, Kidney

transplont, surgical Packoge, oncology/cancer Treotment, Emergency rescue services and overseas

treotment.

To enjoy the above benefits, the formaL sector members' monthty contribution is between Kes- 150

and Kes. 1,700 based on an individual's pay scate and Kes. 500 monthty for the informal sector/setf-

emptoyed.

NHIF has 61 futty autonomous branches across the country. Each of these branches offers atl

NHIF services inctuding payment of benefits to hospitats or members or emptoyers. smatter

satettite offices and service points in district hospitats atso serve these branches.

Custo r Service Charter

The Fund has a customer service charter that ptedges and commits the fottowing to the

customer:
* Treating with courtesy and respect
* Uphotding professionatism in serving
* Providing quatitY service
* Being accessibte
n Providing accurate, retevant, timety and ctear information

* Being reiponsive to customer needs and expectations

3
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toring and evatuating customer satisfaction levets
ting att customer information with utmost confidentiatity
tding ethics in a corruption free environment

tation of the Board in the Financial Year 2017/2018 was as fotlows:-

h Fund

*
*
*

ch Officer
Mr. frey G. Mwangi

30443,00100P.O.

N

Office
NH itding

P.O. 30443,00100

Na , KENYA

ate Bankers

Corporate Headquarters

P.O. Box 30443,00100

NHIF Buitding

Ragati Road

Nairobi, KENYA

Corporate Contacts

Tetephone: (254) 020 2723255 /6
E-mai[: info@nhif.or. ke

Website: www. nhif.or. ke

Corporate Bankers

Co-operative Bank of Kenya

Partiament Road Branch

P.O Box 5772-00200

Nairobi, Kenya

Nat

Hitt

P.O

t Bank of Kenya

ch

45219-00100
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l TITLE/ REPRESENTING DATE APPOINTED
18th Aprit 2018Mrs. H rh W. Muriithi Chairperson

Mr. Ge 3y G. Mwanqi Chief Executive Officer 17th November 2016
Atternate MemberDr. Da' (ariuki PS/Ministry of Heatth
Atternate memberMr. Yu rf lbrahim PS /Min. of Pubtic Service Youth &

Gender
Atternate MemberMr. Jo r M. Kamau PS /National Treasury
Atternate MemberDr. Pe tf lherutich Director of Medical Services

Mr. Al T. Misori Centrat Orqanisation of Trade Unions 1't March 2016
1st March 2016Mr. Mr Nziti Kenya National Union of Teachers
1st March 2016Mrs. ( Odera Federation of Kenya Emptoyers

raim Opot Kenva Medicat Association 4th September 2015Dr. El

4th September 2015Mr. Li Shaban Faith Based Heatthcare Organisations
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Kenya Commercial Bank

Moi Avenue Branch

P.O BOX 30081-00100

Nairobi, Kenya

Independent Auditors
Auditor General

Kenya National Audit Office

Anniversary Towers, University Way

P.O. Box 30084, GPO 00100

Nairobi, Kenya

PrincioaI I Advisers

Equity Bank Limited

Community Branch

P.O Box 8181 -00100

Nairobi, Kenya

Akide & Co. Advocates
Blue Viotets Plaza, 6th Floor, Suite 606

P.O. Box 34004-00100, Nairobi

Ashitiva Advocates
Victoria Towers, 1st Floor
P.O. Box 21372-00100, Nairobi

Githiru & Company Advocates
Gibcom House, 3rd Ftoor
P.O. Box 12989-20100, Nakuru

Gitonga Kamiti Kairaria & Co Advocates
City House, 5th Floor
P.O. Box 7601-00100, Nairobi

HH Associate Advocates
Pioneer House, 5th Floor, Room No. 501

P.O. Box 105769-00101, Nairobi

Humphrey & Company Advocates
Fortis Suites, 8th Floor
P.O. Box 21398-00100, Nairobi

Letangute & Company Advocates
4th Avenue Towers, 15th Ftoor

P.O. Box 1564-00100, Nairobi

Litan & Koech & Associates

5th Avenue Office Suites, Suite No. 9

P.O. Box 9766-00100, Nairobi

Maina &. Maina Advocates
View Park Towers, 14th Ftoor, Wing A

P.O. Box 7607-00200, Nairobi

Manyonge, Wanyama & Associates

Marsabit Ptace, 1st Floor
P.O. Box 100493-00101, Nairobi

Masire & Mogusu Advocates
National Bank Buitding, 2nd Ftoor
P.O. Box 13169-00100, Nairobi

McKay & Company Advocates
Design Centre, 4th & 5th Ftoor

P.O. Box 29884-00100, Nairobi

5



Com

P.O.

Annex 6th
P.O.

ki & Associates
Floor, Tetezi Towers
77-00100, Nairobi

t
NA HOSPIT AL INSURANCE F UND
Reports
For the

Finoncial Statements
ended June 30 2018

J. W. bua & Company Advocates
House, 6th Floor, Suite 609

00100, Nairobi

K. a & Co. Advocates
Uniafr ouse, 3rd Floor, Chamber 328
P.O. 2304-00200, Nairobi

Kith ndi

Mckay Law Centre
Kisii Lotgorian Road

P.O. Box 142-40700, Kitgoris

Migos Ogamba & Company Advocates
Crawford Business Park, 4th Ftoor

P.O. Box 58387-00200, Nairobi

MtulA Advocates
Transnational Plaza, 9th Ftoor, Wing B

P.O. Box 11223-002100, Nairobi

MMC Africa Law

lvl/V\C Arches, Spring Vattey Crescent
P.O. Box 75362-00200, Nairobi

Mose, Mose & Mittimo Advocates
K. U Plaza, 3rd Ftoor Haile Setassie

Avenue
P.O. Box 9403-00200, Nairobi
Ogotta, Oketto & Company
The Green House, 1st Floor, Suite 14

Orego & Odhiambo Company Advocates
Door No. 83, Dovenest House

P.O. Box 48898-00100, Nairobi

Mutongo, Oundo, Muriuki & Co. Advocates
Finance House, 1Oth Ftoor

P.O. Box 24627-00100, Nairobi

Robison Harris Advocates
Transnational Ptaza, 6th Ftoor
P.O. Box 67845-00200, Nairobi

S. M. Chege & Company Advocates
Hittside Apartments, Ragati Road

P.O. Box 3496-00700, Nairobi

XorfJ nda & Co. Associates
Lap House, 3rd Floor
P.O. Box 47813-00100, Nairobi

KTK
4th , Kemu Towers

10176-00100, NairobiP.O.

Kiptui,
Furaha

pkemei & Company Advocates
ments, Unit 5,

P.O. 61435-00200, Nairobi

a Kashidi Advocates

, 3rd Floor ('TCA")
P.O. 24482-00100, Nairobi

9th F

& Company Advocates

, Electricity House
44289-00100, NairobiP.O.

Mu Mjagagua & Company Advocates
V, , 6th Floor
P.O 9685-00300, Nairobi

Ngugi ngi & Company Advocates
Unga
P.O.

use, 1Oth Floor

6

13549-00800, Nairobi

Munyao
Chaka
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NOW Associates Advocates
Maisonette No. 1 &.4,30 Masaba Road

P.O. Box 70678-00400, Nairobi

Ochieng, Ochach & Kaino Advocates
P.O. Box 5434-00100, Nairobi

Ogetto Otachi & Company Advocates
Sifa Towers, 7th Floor
P.O. Box 79438- 00200, Nairobi

Waweru Gatonye & Company Advocates
Timau Plaza, 4th Floor
P.O. Box 55207-00200, Nairobi

Simba & Simba Advocates
Finance House, 6th Ftoor
P.O. Box 10312-00100, Nairobi

V. W. Maina & Company Advocates
5th Ngong Avenue, 3rd Ftoor, Room 12

P.O. Box 10692-00100, Nairobi

Watubengo Waningito & Company

Ufundi Co-operative Ptaza, 1Oth Ftoor

P.O. Box 7917-00100, Nairobi

Wekesa & Simiyu Advocates
Lenana Towers 8th Ftoor

P. O. Box 10299-00100, Nairobi
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THE BQANO OF MANAGEMENT

The of Management is representative of att key stakehotders and is charged with the
runni
The ng were the members of the Board of Management:

Expiry Of
Appointment

l gth

Aprit 2021

Name Academic Qualifications
Date Of

Appointment

tIn
-

Mrs. Hannah Muriithi, EBS

Position: Chairperson
Date of Birth: 9th Dec. 1969

r

5
Masters in Business

Administration (Strategic

Management) Moi University,
Bachetor of Laws (LLB), Hons.

UON, Post Graduate Diptoma
(Dip, KSL) Kenya School of Law

Certified Pubtic Secretary (CPS.K)

1 8th April 2018

Dr. Peter Cherutich, M.B.Ch.B., Ph.D.,
M.P.H., OGW, MBS

Atternate Member/Director of Medical

Services

Bachelor of Medicine and

Bachelor of Surgery (MBChB)

University of Nairobi, Master of
Pubtic Heatth (University of
Washington, USA), Doctor of
Philosophy (PhD) in Gtobat Heatth
(University of Washington, USA)

Certificate in Corporate
Governance (lnstitute of
Directors, Kenya) Strategic
Leadership Development
Programme (KSG)

3'd November
2017

Masters in Economics (Financial

Sector Poticy)
Bachetor in Economics and

Mathematics
MBA FinanceMr. Joseph M. Kamau

Atternate Member/CS/The Nationat
Treasury

16th May 2016

,

of the Fund through poticy formutation and decision making on atl poticy matters.

I

JI

t
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Academic Qualifications
Date Of

AppointmentName

26th May 2015

Bachetor of Arts (Moi University)
Higher Diptoma in Human

Resource Management (KNEC)

Master of Science (Human

Resource Devetopment)
University Putra Malaysia

Mr. Yussuf lbrahim
Alternate Members/ PS/Ministry of Pubtic

Service Youth & Gender
Date of Birth: 12th Dec. 1970

-
-.\

z-.

4th September
2015

Diptoma in Advanced
Management and Leadership -

Gatitee lnternational
Management lnstitute
Cambridge University General

Certificate of Education Div. ll

4th September
7015

Bachetor of Medicine and

Bachetor of Surgery (MB.CHB)

University of Nairobi 1991

Masters of Medicine (MMed) in

Surgery, University of Nairobi

1999

Fellow of the Cottege of Surgeons

of Southern, Eastern, and

Southern Africa (FCS COSESCA)

2007
Executive Masters in Business

Administration (EMBA) JKUAT,

201 3

1't March 2016

Mr. Lattif Shaban

th Based Organisations/Member
Date of Birth: 1952

'm Opot
rtion/Member

-tct. 1964

Expiry Of
Appointment

4th September
201 8

4th September
201 8

1st March 2019

Masters in Business

Administration (MBAD) KeMU

Bachetor of Science in Travet and

Tourism Management (First Class

Honors) KeMU

Diptoma in Tourism and Business

Studies Y.M.C.A

9
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Name Academic Qualifications
Date Of

Appointment

Mr. Aketo M. T. Misori
Cenlrat Organisation of Trade

Unions/Member
Date of Birth: 20th Feb. 1963

Bachetor of Education (Arts)

Kenya University
Diptoma in Education
Training on Conflict Management
(Germany 2003)

Training on Strengthening SociaI

Diatogue and Decent Work 2018

1st March 2016

Mrs. Gitda Odera

Federation of Kenya Emptoyers

Dat€ of Birth: 25th Sept. 1966

PhD Candidate, Public Policy
Administration, Speciatization in
Pubtic Management and
Leadership
lvlA in Leading lnnovation and

Change, University of York St

John, United Kingdom (Thesis:

Women in Leadership: Chattenges

and Barriers)
University of Nairobi, Upper
Second Ctass Degree in Sociotogy.

1st March 2016

/u\r. Geoffrey G. Mwangi

C$Ol Nntr Board Secretary
Dafe of Birth: 16th June 1969

Masters of Commerce degree
(MCOM) Finance Option -

Strathmore University (Thesis

BehavioraI Finance Theory.

He published pubtications titted
BehavioraI factors influencing
investment decisions in the
Kenyan property market.

Bachetor of Science in Business

Administration (Bsc. BA)

Accounting option - USIU

Certified Pubtic Accountant (CPA

K)

17th November ,

2016

Expiry Of
Appointment

1't March 2019

1't March 2019

l0
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KEY MANAGEMENT TEAM

The Key Management team is comprised of the Chief Executive officer and Directors who are

dedicated professionats working with staff and ctients to provide strategic ptanning for the

Fund's future goats. The fottowing are the key management of the Fund:

BA) Accounting Option from the

Geoffrey Gitau Mwangi - Chief Executive Officer

Mwangi is a financial Management speciatist with a wealth

of experience in accounting fietd. He is a Certified Pubtic

Accountant (CPA-K) and an active Member of the lnstitute of

Certified Pubtic Accountants of Kenya (ICPAK). He has a
weatth of experience in Finance and Accounting speciatizing

in Heatthcare Financing with extensive knowtedge of heatth

provider payment mechanisms. Mwangi hotds a Master of

Commerce (MCOM), Finance option from the School of

Commerce and Management, Strathmore University. He atso

hotds a Bachetor of Science in Business Administration (Bsc

United States lnternational University (USIU).

A Member of Joint Learning Network Costing Group, Mwangi participated in formutation of

costing manual aimed at providing step by step guidance on costing for provider payment in

low and middte income countries.

Dinah Jemelly Kirwa- Director, Corporate Services

Dinah is a Human Resource Speciatist with a wea[th of

experience in the Human Resource fietd.

She is an active member of lnstitute of Human

Resources Management (IHRM) Kenya. Dinah is
currentty pursuing a PhD in Leadership & Governance.

She is a hotder of MBA in Phitosophy in Human Resource

Devetopment from Moi University and a Post-graduate

Higher Diptoma in Human Resource Management from

the lnstitute of Personnel Management. She atso hotds

a Bachetor of Arts degree from University of Nairobi.

She has a certificate in Leadership for Heatth (LEHHO) from Strathmore University among

other several professional workshops and seminars within and outside the Country.

.t>
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Nicodemus Ochieng' Odongo - Director, Strategy, Ptanning and
Marketing

Odongo is a Ptanning, Poticy, and Strategy speciatist with a weatth of
experience spanning over fifteen (15) years in Pubtic Finance

Management, Strategic Research, Economic & Budget Anatysis and

Marketing. He hotds a Masters degree in Economics and a Bachetors
degree in Economics both from the University of Nairobi. Odongo has

trained in numerous fietds inctuding Advanced Tax Anatysis and
Revenue Forecasting; Pay and Grading strategies for change in the pubtic administration
international (plt); FinanciatManagement in the Pubtic Sector; Batanced Scorecard (BSC) and

Performarrce Management; QMS ISO 90001 lnterna[ Auditors Course (BVKL); Research Skitts

Developrnent and Strategic Ptanning.

Odongo has attended a number of international seminars and workshops such as Gtobat

Ftagship course on Heatth Systems Strengthening and Sustainabte Financing - The Chattenge

of UHC - (Wa$hington DC); Partiamentary Oversight on Decentratized System (Wisconsin & US

Congress); Corporate Governance; Devotution Systems (Manita, Phitippines); Determination of
Remuneration in Pubtic Sector- Practices in UN and United States (New York and Washington
DC). Odongo is a fut[ member of the Kenya lnstitute of Management and Marketing Research

Society.

Joseph Muthdh Mbuvi - Ag. Director Finance & lnvestments

Mbuvi is a financial management and internal audit
specialist with a weatth of experience in audit and

financial management. He's a member of ACFE, lnstitute
of internal auditors, Kenya lnstitute of Management. He

has an Executive Master of Business Administration
(Finance) and a Bachetor of Commerce (Accounting).

Mbuvi has trained in numerous fietds inctuding Corporate
Governance, Leadership & Management, FinanciaI
Management and advanced trustee. Mbuvi has certificate
courses from Several professional workshops and seminars within and outside the Country. He

has work experifnce from the pubtic sector and has moved through the ranks within NHIF for
over 30 years.

12
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Ruth Makattah - Ag. Head of Legat Services/Corporation Secretary

Ruth is an advocate of the High Court of Kenya and commissioner for
Oaths. She's a member of the Law Society of Kenya, Joint Learning

Network on UniversaI Healthcare and Trustee Development

Programme- Kenya. Ruth hotds a Masters in Business Administration
(MBA), Postgraduate Diploma in Law, Kenya School of Law and a

Bachetor of Laws (LLB).

Ruth has a wide experience in Corporate Governance, Conduct of

meetings and Minute writing, Legistative drafting course and Pubtic Procurement &

Framework Contracts and Agreements. She has certificates from several professiona[

workshops and seminars attended within and outside the Country among them Joint learning

Network on Management of Ctaims and Occupationat Heatth and Safety Courses.

Mr. David Mutti - Head of lnternat Audit

Mutti is an experienced auditor and accountant. He's is a Certified
Pubtic Accountant (CPA-K) and an active Member of the lnstitute of
Certified Pubtic Accountants of Kenya (ICPAK), a member of lnstitute
of lnternat Auditors, a Certified Ethics officer and a member of

lnstitute of Ethics of South Africa. He is a member of ISACA

(lnformation Systems Audit and Control Association).

Mutti hotds a Masters in Commerce (Accounting & Finance) from KCA

and Bachetor of Commerce (Accounting) from University of Nairobi. He's the Fund's ISO

Lead Auditor. He has certificates from several professiona[ workshops and seminars

attended within and outside the Country.

13
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CHAIRPEfiSON'S STATEMENT

It is my great pteasure to present to you the financial
report for the year 2017 /7018. Once again, NHIF has

demonstrated its commitment to detiver accessibte &
affordabte heatth care to atl Kenyans. As you witt att

recatt, this financial year was marked by a long

etectioneering period and poor weather conditions.
These factor$ made our Kenyan economy to take a

downward trajectory thereby moving from a growth rate
of 5.9 per cent in 2016 to a growth rate of 4.9 in2017.
ln spite of these chattenges, our organization remained
focused in its mandate and was abte to register good performance in member registration,
revenue coltection and in payment of benefits.

It is worth noting that the government instituted economic recovery measures under the 'Big
Four' ptan that was centered on achieving criticat mitestones in manufacturing, universat
heatthcare, affordabte housing and food security. Att these areas are closely retated to our
heatth care business and so achieving superb resutts in them does equatty transtate to our
success.

ln keeping with the provisions of the constitution of Kenya 2010 that guarantees the highest

attainable standdrd of heatth as a basic right for every person, my board has been extremety
cautious to ensure that decisions that are made adhere to the tetter and the spirit of our
constitution. ln this regard more efforts have been put in ptace to ensure that att Kenyans and

in particutar those that find themselves in vulnerabte circumstances are able to access

heatthcare seMces.

I am atso happy to report that my board continued to support productive engagements with
key stakehotders in the heatth sector in view of our nobte responsibitity to detiver universa[

heatth coverage to att Kenyans. ln the last financial year, we embarked on buitding bridges

with county governments in a bid to harness our cottective energies in heatth care detivery.
lndeed, these initiatives bore fruits when 21 county governments signed for a comprehensive
medical scheme with NHIF.

As a board, we shatl continue to engage with att key stakehotders both from the pubtic and

the private sector dnd steer the organization to greater heights and in line with Kenyan

constitution and vision 2030.

$s\=5.{ (

CHAIRPERSON . BOARD OF MANAGEMENT
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REPORT OF THE CHIEF EXECUTIVE OFFICER

lntroduction

The end of a financiat 2017/2018 gives us yet another
opportunity to reftect on the gains that we have been

abte to obtain as an organization as wetl as to refocus

on the future in line with our mandate to provide

accessibte, affordabte, sustainabte equitabte and

quatity social heatth insurance to atl Kenyans.

As the financial year comes to a ctose, I woutd like to
appreciate the efforts that were laid down by our
government in an effort to revamp our economy under

the 'Big Four Ptan' which prioritized achievements in

nutrition and food security, universal heatth coverage,

affordabte housing and a thriving manufacturing sector. It is no doubt that these efforts witl
go a long way in comptementing our efforts towards buitding heatthy workforce.

As an institution, we remain extremety dedicated to watk the nation towards universal heatth

coverage. To this end, a number of initiatives were undertaken in the financiat year

701712018. These include the expansion of service points, putting more resources in the

ongoing biometric registration as wet[ as refocusing our energies in protecting the poor under

the vutnerabte and the Otder Persons and Persons with Severe Disabitities Programs

(oP&PWD).

ln addition, we were atso abte to ensure safe delivery for a sizeabte number of mothers

through Linda Mama Program. Moreover, we rotted out an Edu-Afya program which is meant

to provide a heatth insurance to the secondary school students. These programs were run

simuttaneousty with previousty existing medical schemes which inctude the Nationat Heatth

Medicat Scheme, & National Police & Prisons Officers Medical Scheme, the County

Government Medicat Schemes and other Enhanced MedicaI Schemes as our living

demonstration to detiver on our obtigations.

2017 I 18 Performance Review

ln the 201712018 financial year, the tota[ revenue was Kes. 39.5 Bittion which inctuded; Kes.

2.2 Billion lncome from investments, Kes.44.6 Mitlion Surptus from the CiviI Servants Medical

Schemes, Kes. 738.7 Million Surptus from Disciptined services medicat scheme, Kes. 826.5

Million Surptus from Secondary schootMedicatscheme, Kes. 625.6 Miltion Surptus from Heatth

lnsurance Subsidy Programme (HISP OVC), Kes. 173.9 Mitlion Surptus from HISP OPPSD, Kes.

225.2 Million Surplus from County Medical Schemes, Kes. 160.3 Mittion Surptus from

Parastatal and Other Private medical (POPM) schemes and Kes. 1.5 Billion from Free

l5
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Ma da Mama). This represented a 21% increase of the total revenue in 2017/2018
compa the 201612017 financial year where the total revenue was Kes. 32.7 Billion.

Kes.33 n Contributions were received from the National Scheme white premiums from

NA HOSPIT At'NSURANCE FUND
Financial Stotements
ended June 30,2018

Medicat Schemes, Disciptined services medical scheme, Secondary school

, Heatth lnsurance Subsidy Programme (HISP OVC), HISP OPPSD, County

, Parastatal and Other Private medical (POPM) schemes and Free Maternity
(Linda

643.2
were Kes. 3.63 Billion, 3.59 Miltion, 849 Million, 962.5 Million, 252 Million,
,961Mitlion and 1.5 Billion respectivety.

I

For

Civit
Medicat
MedicaI

HISP

HrsP (ovc)
2.t%

SSMS

t.8%

INCO
Parastatals & Other

Private Schemes.
2.O%

DSMS

7.7%

CSMS

7.7%

1. NHIF

2. Mem

ME DISTRTBUTION CHART
Free Maternity

3.2o/o

Other lncomes
4.7%

r NHS

. csMs

r DSMS

r SSMS

' HISP (OVC)

r HISP (OPPSD)

' Parastatals & Other Private Schemes.

" Free Maternity

- Other lncomes
NHS

70.3%

The overatl in revenue was attributed to:

ementation of new contribution rates
p growth from the informal sector due to:

es that have sponsored etderty persons and indigents in their Counties.

n of new benefits for the National Scheme members

mentation of the reviewed penatty poticy that saw many members of the
reactivating their membership status.

ng with Community heatth votunteers on recruitment of members through

s partners.
pport by National and County Governments on the special schemes

a

b

c

d

3. Contin

I
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4. Premiums from private medical scheme to Parastatats, Hospitats and private

companies.

The Fund's main objective is to finance heatth care through the member benefits. The totat
benefits paid out amounted to Kes. 39.0 Bittion which transtates to an overatt benefit pay-

out ratio of 82% of total contributions received. Totat benefits paid out from the National

Scheme was Kes. 29.5 Billion (52% Pay-out ratio), white the pay-out ratio for other
categories were: Kes. 3.6 Billion (99% Pay-out ratio) by Civit Servants, Kes. 2.8 Bitlion (93%

Pay-out ratio) by Disciptined Services, Kes. 22.6 Miltion (3% Pay-out ratio) by Secondary Sch.

Students, Kes. 336.9 Mittion (35% Pay-out ratio) by Heatth lnsurance Subsidy Program (OVC),

Kes. 78.0 Mittion (31% Pay-out ratio) by HISP (OPPSD), Kes. 418 Million (65% Pay-out ratio)
by County Medical Schemes, Kes. 800.7 Mitlion (83% Pay-out ratio) by Parastatat & Other

Private Medical Schemes and 1.5 Bitlion (1OO% Pay-out ratio) by Linda Mama.

FITS EXP HEME

Review of Debt Management; Development of guidetines and lmplementation

NHIF aspires to ensure that att uncottected debts are made good within the shortest time
possibte. Debt [evets must be maintained at the bare minimum in line with best practice as

faiture to do so may affect service detivery to members. The Fund endeavors to devetop

effective methods of reducing debt and improve cottections.

HISP (OPPSD)

l% Private Schemes.

2%
County MS

7%
Free Maternity

4%
HrsP (ovc)

L%

SSMS

o%

CSMS

tOo/o
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Conseq [y, a Manual that addresses Debt Management, Penatty Administration and

Prosecutio in the Fund was devetoped, approved and shared with the att Branch Offices for
imp ion. lt seeks to give ctarity to the debt management processes white bringing
uniformity
enhancing

in imptementation that is envisaged to tead to reduction of bad debts through
stiitts on sound Debt Management.

Member Re$stration

Membership of the Fund is both statutory (formal sector) and votuntary (informal sector) to atl Kenyans

over eighteen (18) years of age as fottows;
I(i) Forma[ sector: which consists of members from the Private Sector (medium-sized and targe

compainies) and the Pubtic Sector;
(ii) lnfotmal sector: which comprises of members of micro-insurance sector namely the setf-

emptoyed individuats and organized groups.

Though severat initiatives have been directed at increasing member registration, the Fund

has grown its membership from 6,804,857 in the FY 2016/2017 to7,657,463 principal members

in FY 2017/18. This growth is attributed to the various initiatives conducted which inctude:

recruitment of community heatth votunteers, partnerships with various Counties, pubtic

education and [oca[ activations.

The Fund's cur nt membership is ittustrated in the tabte betow;

Private
Public Secto
Sponsored
Micro-lnsu
Total

ms

2,999,230
1,039,149

701,783
2,917,301
7,657,463

39%
14%

9%

38%

For 2017 /2018 FY, majority of the NHIF membership at 39% is the private sector fottowed by

the Micro-insurance which is at 38%. Private sector is made up of private businesses white
Micro-insurance consists of votuntary contributors whom are predominantty setf-emptoyed.

stered MembersSector No. of t\Aembers %
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MEMBERSHIP PER SECTOR

Micro-
lnsurance

38%

Spons

Private Sector
39%

Programs
9%

blic Sector
14%

Vision 2030 Flagship Projects

NHIF ptays a key rote under the social pittar in the achievement of Vision 2030. Consequentty,

the Fund has been imptementing the fottowing program to enhance social protection and

inctusivity.

The Heolth lnsurance Subsidy Progrom (HISP) is a program targeting vutnerabte segments of
the poputation. A total of 181,415 househotds are registered under the program countrywide

consisting of beneficiaries under the GOK's Cash Transfer Program for Orphans &. Vutnerabte

Chitdren who are accessing benefits. A45% benefit payout ratio has been reatized.

Older Persons & Persons livingwith Severe Disabilities (OPSD) has a totatof 4?.,000 househotds

registered under the program across the country consisting of beneficiaries under the GOK's

Cash Transfer Program for Otder Persons and persons living with severe disabitities. The

benefit payout ratio achieved is at 50%. The members of the program were to access the
Nationat Heatth Scheme benefits package dubbed NHIF SUPACOVER.

The Free lvloternity Program togged 'Linda Mama - Boresho Jomii'was taunched in October

7016, fol.towed by the signing of the MOU between the Government and the Fund in February

2017 . Services for registered mothers' begun thereafter on 1st May 2017. Beneficiaries of the

Linda Mama Program is in phase 3 of imptementation, with the benefit package expanded to
cover ante natal and post-natal care services at atl contracted heatthcare providers since 1't

March 2018. So far, there have been 395,918 mothers registered wiLh223,459 detiveries done

across the country. Att Kenyan Mothers who have not registered for the NHIF Supacover are

etigibte through registration via mobite phone using .263#
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lnuo Jamli 7?+Program is a Government ftagship program that rotted out in Aprit 2018 and
aims to extend coverage to older persons as part of its commitment to achieving Universal
Heatth Coverage as underscored by in the Big Four Agenda.

Looking Ahead

The Fund's resutts continue to be a ctear reflection of the success of its strategic thrust. We

remain focused on meeting the needs of our ctients, and are confident in our abitity to
continue to pr.ovide vatue for atl of our stakehotders whitst prudentty managing our resources.
We have alreqdy had a positive start to 2018/7019 and expect to continue to reatize heatthy,
sustainabte growth through the current year and beyond

As we move forward we strive to accredit more hospitats to increase accessibitity, re-
categorize the hospitats to improve quality and integrate the biometric system to atl
accredited hospitats to ensure sustainabitity of our services by curbing fraud. We do
acknowtedge there is stitt more to be done but we continue to improve and buitd momentum
towards the achievement of Universat Heatth Coverage.

The 2014 - 2018 Strategic Ptan came to end and NHIF is now adopting the new Strategic Plan
2018 - 2022. The new Strategic Ptan is expected to bring a change in the organizational
structure which is meant to atign the core thematic areas so as to drive the UHC Agenda

Closing remarks

ln conctusion, as linvite atl our stakeholders to internatise the financial report, lwish to
register my appreciation to atl stakehotders who have ptayed different rotes by keeping us

focused on our mandate. Let us att join hands and make a firm resotve to continue to ptay our
individual and cottective responsibitities towards buitding a heatth Kenya.

NICODEMUS O. ODONGO

Ag. CHIEF EXECUTIVE OFFICER
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CORPORATE GOVERNANCE REPORT

Principles of Corporate Governance

NHIF has estabtished high standards of corporate governance which are a key contributor to

the tong term success of the Fund. The Fund is managed by an effective Board which is
composed of competent, diverse and quatified members capabte of exercising objective and

independent judgment. The Board of Management's appointment and composition is in line

with the NHIF Act No. 9 of 1998. The Board has autonomy and authority to exercise its
functions and accountabte to sharehotders and act responsibty towards stakehotders. The

Board of Management promotes the best practice of corporate governance, and is bound by

the highest standards of integrity and accountabitity in its operations. The Board adheres to
the Code of Governance prescribed in the Mwongozo (The Code of Governance for State

Corporations) NHIF Act and other Government of Kenya guidelines.

Management Board

The NHIF Act No. 9 of 1998 estabtishes the National Hospital lnsurance Fund to be managed

by a Board of Management. The Board of Management is uttimatety accountabte to att

stakeholders for ensuring that the Fund's business is conducted in accordance with high

standards of corporate governance. Of particutar importance to the Fund is the protection of
stakehotders' interests and open corporate communication.

The Board of Managements' conduct is regutated by the provisions of the Board Charter. lt
dictates among other things the size, rote, responsibitities, functions and powers of the

Chairman and other members, inductions, appointments, performance evatuation and

remuneration of the members. lt atso comprises a Work Ptan setting out the schedute of Board

meetings and the main business to be deatt with at those meetings.

The Board continues to undertake annual self-evatuations and reviews of its performance,

which inctudes the review of the suitabitity of its composition, the diversity of skitts and

experience on the Board performance against the terms of reference and succession ptanning,

together with the performance of the Committees, Chairman, Chief Executive Officer and

Fund's Corporate Secretary.

Board Responsibi lities

The Board of Management is charged with the duty of steering the Fund. lt is responsibte for
formutating NHIF poticies and strategies and ensuring that business objectives, aimed at
promoting and protecting stakehotder value are achieved.
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The Board defines the Fund's strategic intent, objectives and vatues and ensures that
procedures and practices are in ptace to protect the Fund's assets and reputation. lt is

responslble for the stewardship of the Fund and assumes responsibitity for retaining futt and
effective control over the Fund.

The conduct of Board members is consistent with their duties and responsibitities to the Fund

and they must atways act within the timitations imposed by the NHIF Act.

ln order to ensure that the Board is abte to discharge its responsibitities, the Management is

required to provide adequate and timety information on the Fund's poticies. lt atso considers
an operational report from the Chief Executive Officer; Management Accounting for each
quarter; reports from each Board Committee, specific proposats for capital expenditure and
acquisitions; and major issues and strategic opportunities for the Fund.

The Fund atso trains its Board members continuousty on Board processes. Members of the
Board have attended varied courses on Corporate Governance Principtes and Practices.

ln [ine with the Mwongozo code on organisational risks, the Board has in ptace Risk and

Management Poticy and the Whistte Btowing Poticy.

Composi$ion of the Board

Section 4 (1) estabtishes the Board of management comprising of the fottowing:

1. A chalrman to be appointed by the President by virtue of his knowledge and experience in

mattCrs retating to insurance, financial management, economics, heatth or business

adrninistration;
2. The Plrincipa[ Secretary in the Ministry f or the time being responsibte for matters retating

to Heatth or his representative;
3. The Frincipal Secretary to the Treasury of his representative;
4. The Principat Secretary/Director of personnel management or his representative;
5. The Director of medical Services or his/her representative;
6. One person nominated by the Federation of Kenya Emptoyers;

7. One Ferson nominated by the Centrat Organization of Trade Unions;

8. OnF Person nominated by the Kenya National Union of Teachers and the Kenya Post

Primary Education Teachers;
9. One person nominated by the Kenya Medical Association;
10.OrB person nominated by the faith-based heatthcare organizations'.

The governance, contro[ and administration of the Fund are vested in the Management Board.

Responsibility for FinanciaI Reporting

The Boafd of Management recognizes its responsibitity to present a true and fair view of the
state of the financial affairs of the Fund. The Fund's financial statements are prepared in
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accordance with lnternational Financiat Reporting Standards and the requirements of the PFM

Act, the State Corporations Act and the NHIF Act.

Remuneration

ln remunerating the board of management, the Fund's poticy has been to consider, the

demands and requirements made on the board of management in retation to the business of

the Fund and the avaitabitity of the board of management for ad hoc consultation. The board

members' sitting atlowances are only paid subject to attendance at the board and/or

committee meetings confirmed by the register of attendance.

Details of the Board of Directors' remuneration are set out on page 85.

Service Contracts and Compensation

Apart from the Chief Executive Officer, no Board member or a party related to a member has

a service contract or receives compensation from the Fund.

Disclosure of lnterests

The Board members are under a fiduciary duty to act honestly and in the best interests of the

Fund. To curb instances where the Board members' setf-interests conftict with their duty to

act in the best interests of the Fund, the Fund has instituted poticies requiring the Board

members' to make dectarations on any such interests at any such meeting where such business

witt be discussed in addition to absotving themselves from making decisions on the respective

business.

Transparency

The Fund pubtishes an Annual Report, Quarterty Reports and Monthty Buttetin. On an annual

basis, the financial statements are pubtished in the Fund's website.

Role of the Chairman vs. the Chief Executive Officer

The rotes of the Chairman and the Chief Executive Officer are ctearty defined and are not

vested in the same person. The day-to-day executive management of the Fund is detegated

to the Chief Executive Officer whereas the running of the Board is the responsibitity of the

Chairman. The Chief Executive Officer directs the implementation of the Board of
Management's decisions and instructions on the general management of the Fund with the

assistance of the Senior Management team.
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mittees

To re Board better discharge its responsibitities, the Board has constituted four Board

s comprising a batanced mix of the Board members. Each Board Committee has aCom

Board Co

Charter ich contains provisions retating to the powers delegated by the Board to each

Com , membership of the Committee and the Committee's detaited duties. Annual
pe ce reviews of each Committee are carried out and presented to the Board.

The has set up the fottowing committees:

e, Strategy & Human Resource Board Committee

It deals th the structure and estabtishment of the Fund, Staff and advisory matters. The
fo the members of the committee in 701712018:

1

1 Aketo T. Misori

Yussuf lbrahim

Joseph M. Kamau

Lattif Shaban

Geoffrey Mwangi

Central Organizatfons of Trade Unions (K)

Federation of Kenya Emptoyers

Alt. Member/ PS Ministry of Heatth

Att. Member/PS/Ministry of Pubtic Service Youth
& Gender

Att. Member/CS/The NationaI Treasury

Faith Based Organizations

Chief Executive Officer

Chairman

Member

Member

Member

Member

Member

2 . Gitda Odera

David Kariuki3

4.

5.

6.

7.

2

Secretary

ns and Quatity Assurance Board Committee

th matters retating to comptiance with the NHIF Act, Emptoyers, Heatthcare

nd other stakehotders. The fottowing were the members of the committee in
It
Provi
7017 /

a

1

1

2.

Etty Nyaim Opot

. Peter Cherutich

Kenya Medicat Association

Att. Member/Director of Medical Services

Kenya Nationa[ Union of Teachers/Kenya Union

of Post Primary Education Teachers

Chairman

Member

3 Mudzo Nzi[i

24

Member
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I {afne of Member Organisation Position
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4.

5.

6.

7.

Member

Mr. Geoffrey Mwangi

3. Finance and Investment Board Committee

It deats with att financial and investment matters. The fottowing were the members of the

committee in 2017 /2018:

Mrs. Gitda Odera

Mr. Lattif Shaban

Dr. David Kariuki

Federation of Kenya Emptoyers

Faith Based Organizations

Att. MemberlPSl Ministry of Heatth

Chief Executive Officer

Member

Member

rman

Member

Member

Member

Member

Secretary

rman

Member

Member

Member

Member

1.

2.

3.

4.

5.

6.

Mr. Lattif Shaban

Mr. Joseph M. Kamau

Mr. Aketo T Misori

Dr. David Kariuki

Dr. Peter Cherutich

Mr. Geoffrey Mwangi

Mrs. Gitda Odera

Mr. Joseph M. Kamau

Mr. Yussuf lbrahim

Dr. Etty Nyaim Opot

Mr. Mudzo Nziti

Faith Based Organizations

Att. Member/CSiThe NationaI Treasury

Central Organization of Trade Unjons

Att. Member/PS/ Ministry of Heatth

Att. Member/Director of Medicat Services

Chief Executive Officer

Federation of Kenya Emptoyers

Att. Member/ CS/The Nationat Treasury

Att. Member/PS/Ministry of Pubtic SeMce Youth &
Gender

Kenya MedicaI Association

Kenya Nationa[ Union of Teachers/Kenya Union of Post

Primary Education Teachers

Head of lnternal Audit

4. Audit and lntegrity Assurance Board Committee

It deats with the internal control systems, fraud and integrity matters. The fotlowing were

the members of the committee in 201717018:

1

2

3

4

5

6. Mr. David Mutti
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Nu Board meetings hetd in the financial year 201712018

Board

overnance , Strategy &. HR

& lnvestments

it

& Quatity Assurance

Corpor Secretary

At[ members of the Board have direct access to the Corporation Secretary who is responsibte

hat board procedures, rules and regutations are fottowed. As the Corporation

so the Chief Legal Officer, she reports independently and directly to the board

on litigiou atters affecting the Fund.

External rs

Whereas the Board of Management is responsibte for preparing the accounts and for
presenting a lanced and fair view of the financia[ position of the Fund, the external auditors

examine and give their opinion on the reasonabteness of the financial statements. The

auditor's independentty and directty to the Board through the Chief Executive Officer
's accounting officer and the Secretary to the Board.

lnternal

The Fund's a[ auditors report directty to the Audit and lntegrity Assurance Board

Committee.

Going Co

The Board nagement submits this annual report and financiaI statements for the year

ended 30 Ju 8. The annual report and financia[ statements present, in the opinion of

the di fair, balanced and understandabte assessment of the state of the affairs of
ion and prospects. The Board reports that the business is a going concern and

they have no

future.
to betieve that the Fund witt not be a going concern into the foreseeabte

19
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4

3

7

who is the

the Fund's
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MANAGEMENT DISCUSSION AND ANALYSIS

INTRODUCTION

The Fund, in this financia[ year, continued to ptay its rote in raising and pooting of funds to
finance heatth services. With the reatization that many Kenyans postpone treatment due to
lack of finances or are exposed to extreme financiat hardship in the use of these services, His

Excettency President Uhuru Kenyatta unveited Universal Heatth Coverage as one of his

presidential directives, "Big 4 Agenda" . Since then the Fund has made detiberate steps to
facititate the attainment of this goat by 7077.

The Fund is also continuatly enhancing programs with the most recent devetopments being

made in the Linda Mama and the devetopment, taunching and rotting out of the Secondary

School cover and lnua Jamii 70+ cover.

ln FY2017 118 the Fund has managed to increase membership f rom 6,804,857 in the previous

financial year to 7,657,463.

1. Key Stakeholder Groups and Engagements

NHIF continues to intensify cottaborations and pubtic engagement with at[ partners and

stakehotders countywide to incutcate a sense of understanding and partnership towards

increasing vatue to the members while detivering on the core mandate. The past Financial

Year, various Stakehotders have had an influence on our Performance and sustainabitity. This

inctude: -

i. National Government
During the period, NHIF enjoyed massive goodwitt from the National government. The

National Government has created awareness through pubtic pronouncements urging the
citizens to enrot with NHIF to access heatth services. This has had a major impact on

the Membership Registration, Contributions cottected and an lncrease in the Benefit
Payout ratio.

UHC is among the strategies to actuatize one of the governments 'Big Four Agenda" of
access to quatity heatthcare services. One of the strategies to attaining this agenda

was the Heatth lnsurance ptan that the President rotted out towards the end of the FY

2017 118. There have been approximatety 2 Mittion Secondary School students who have

been registered to the NHIF database and are atready accessing benefits. Etigibte
students are identified from the MOE database. The ptan has been funded by the
National Government and handed over to NHIF for management.
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Throggh the Ministry of Heatth, the Nationat Government has imptemented sociat

protection programs such as Heatth lnsurance Subsidy Program (HISP), Otder Person &

Persons with Severe Disabitities (OPPwSD) and the most recent Program, Linda Mama

Project which is a Free Maternity Service for atl expectant mothers. The Ministry has

created awareness and provided funds in a timety manner attowing NHIF administer the
program smoothty. Additionatty such programs have ptayed a key rote in hetping the
organization achieve Universat Heatth Coverage.

ii. Membdrs/Contributors
Prevlousty our members have had a negative perception towards the Organisation but
since we emptoyed new strategies, members have embraced NHIF and are now our
ambassadors; this was further boosted by the rott out of the new benefit packages and

there has been a major shift in perception of NHIF.

Though several initiatives have been directed at increasing member registration, the
Fund has grown its membership from 6,804,857 in the FY 2016/2017 lo 7,657,463
principal members in FY 2017118. This growth is attributed to the various initiatives
conducted which inctude: recruitment of community heatth votunteers, partnerships

with various Counties, pubtic education and [oca[ activations.

iii. Healthcare Providers
The Hmpitats have been one of our major stakehotders in driving change and

perception. Heatthcare providers are atso a contact point of our customers and the
experierlce they get in the hospitats is indirectty a reftection of NHIF.

Through cdnstant engagement hospitats have been able to increase their capacity by

offering more services and at the same time not compromising but improving on

quatity.

iv County Governments
Through the County Governments, NHIF has been abte to increase coverage and pooling

by setting up Special Schemes for County Government emptoyees. Over the period the
Fund has engaged over 20 counties with an aim to target all47 counties.

2. Commentar$ on Sustainability

Overall strategy for sustainability

The Fund devetoped a policy to ensure heatth and safety and protection of its environment
both outside and inside the office and sensitized the staff on the same whereby staffs in 40

branches were trained on environmental sustainabitity. The chattenges being that the training
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period was too short to cover atl branch offices but recommended that atl staff be trained

and champion for environment to be identified in each branch office. The Fund further
carried out capacity buitding for environment sustainabitity. The fund recycted waste paper

and ensured proper disposat of obsotete computer items through contracted services providers

for purposes of recycting waste paper and proper disposal of obsotete computer items. The

fund also undertook an activity of ptanting trees whereby it ptanted 1000 trees at Kitui

County. The Fund encouraged use of energy saving butbs in att NHIF offices which prompted

reduced consumption of etectric energy.

The Fund atso recommended for continuous capacity buitding and trainings on environment

impact assessment. As an organization we strive to improve and provide benefits to our

members to reach the optimum satisfaction levets. However, at the same time we are

cautious that whatever we offer we detiver within our sustainabitity commitments. Thus over

the period we have been abte to achieve this as we cottected over Kes.39.2 Biltion and the
benefit paid out amounted to Kes. 37.1 Biltion, representing a82% benefit payout ratio.

Over the past 12 months there have been various factors that have had an impact on the

Organization: -

i) Political Environment
Being a potitica[ year, it was bound that the potiticat environment woutd affect businesses

mainty the formal sector. Some companies relocated to neighbouring countries, most cut
down on recruitment thus [imiting the Fund's capabitity on registering new members and

uttimatety on contributions for the sector. Though we remain optimistic on improving in the

next financial year after the etections.

ii) Marketing Campaigns
ln the quest to achieve Universal Heatth Coverage, the Fund embarked on various marketing

campaigns to create awareness on the new benefit packages and different modes of premium

payment. This reatty boosted the registration in the informal sector and benefit payout ratio
as more members were aware of the benefits. The Fund's image has been enhanced through:

o Distinct brand appeal through the brand name NHIF Supacover

. Presence of strong brand cues with branches, satettite offices and presence in att

Huduma Centers Countrywide
. Proactive communication and pubtic education of our expanded product offering

covering both increased benefits and payout

. Retiabte and dependabte service detivery through the imptementation of a customer
retationship management system.
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Based on

concern;
i)

tle Tripte Bottom Line concept it can be evidenced the Organization is of going

Filrancialty we were able to achieve excess on totat income as discussed in the CEO's

report.
SoCiatty we were abte to impact our members by providing affordabte, accessibte
and quatity services. We were atso abte to undertake Cardiac programme as a CSR

which had an impact on the improving tivetihoods.

Enilironmentatty, we were abte to come up with eWaste Disposat Poticy and at the
same time by automating/digitizing our processes we were abte to cut down on the
use pf paper.

ii)

iii)

Summary of Performance

ln 2017-18 we have made strong progress in detivering our sustainabitity commitments. We

have monitored progress against our Strategic Ptan and increased member registration and
revenue cottection. We are atso on track to increase member retention by end of 2017/18.
The Fund's membership has shown significant growth over the years with the current number
of members as at 30th June 2018 being7.66 mittion. This is ittustrated in the tabte betow'

Membership per Sector

NA HOSPIT AL INSURANCE FUND
Reports
For the

Financial Stotements
ended June 30, 2018

Sector

Private Sector

Public Sector

Sponsored Programs

Micro-lnsurance

Total

From the above tabte, members from the pubtic and private sector which constitute
mandatory contributors are 4,038,379 that is 53% of total enrotted poputation white votuntary
contributors are 3,619,084 representing 47%.

Number of Registered Members

2,999,730

1 ,039,149

701,783

7,917,301

7,657,463

rl
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MEMBERS REGISTERED PER SECTOR
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Registered Members

Membership growth

Principal members' growth

Membership growth is achieved through registration of new members. The growth in

members for the financial period 201712018 averaged 13%.

The tabte betow shows a 5-year trend of totat principal members registered per sector.

2,608,

Membership Growth Per sector

The informa[ sector has been growing at a higher rate than the formal sector. lt currentty

constitutes4S%of totat membership. The sector is growing at a higher rate due to its potential

as a virgin ground however more effort is needed on the retention of the atready existing

2014t15 2015116 201612:017 2017t2018

% growth
Total Membership
Sponsored program
Public Sector
Private Sector
Micro-lnsurance

2013114Classification

JJ

members.

The chart betow ittustrates the growth in members per sector.
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MEMBERS GRO\^/TH PER SECTOR CHART
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Micro- lnsurance
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Member Retent'ilon

Active membErghip

The total activeimembership for the financial year 7017/ 2018 currentty standsat4,807,286
principal mernibers from both the formal and informal sectors. This constitutes 63% of the
total enrotted indmbers. Active membership in the forma[ sector was 3, 538, 0267 white that
of the informal lsector was 1,269,219. Membership in the informa[ sector has shown a

tremendous grOwth during the financial year 2017/2018 with commendabte efforts being
made to recruiti nlore members to the Fund from this sector.

Retention of infofmal sector members

More effort is required especiatty in the retention of existing members from the informal
sector in order to {chieve a sustained growth in revenues. Out of 3.6 mittion members from
this sector, only 1,269,219 memberswere active or current in payment as at 30th June 2018.
This represents a rdtention rate of 35%

,,

REVENUE 
i

The year has been vqry votatite due to the protonged etectioneering period and the shrinking
economy which has ly extension affected the performance of the Fund in revenue cottection
for the 1st hatf yeaf df the financial period.

Pubt
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NHIF's Financial Strategy identifies the fottowing as sources of income:

o Contributions from members (statutory, votuntary and sponsorship)

. New products (HISP, Civit Servants & Disciptined Services Scheme, County Schemes,

Parastatats, Secondary Schoot Students, Universities & Other lnstitutions seeking

private medical cover)
o lnvestment income (interest earnings & rental income)
. The Fund administers the Free Maternity project for the government

TOTAL EXPENDITURE

Main areas of the Funds expenses inctude:
. Benefit payments - payment to heatth care providers for the services rendered to the

members of the various schemes;
o Administrative expenses - personnet, office administration and other administrative

expenses retated to benefit payments and investment incomes and

. Capital expenditure - Property, Ptant and Equipment, EHMIS and rental income generating

investments

During the period under review, a total of Kes. 33,041 ,643,709 was coltected in form of
premium contributions under the National heatth scheme transtating to 90% achievement
against the annual target. This was achieved by devetoping and imptementing debt
management guidetines, reviewing the prosecution guidetines and carrying out risk based
payrolt audits. A totatof Kes. 14,558,124,455 was cottected as premiums from the enhanced
and managed schemes and from interest on investments and rental income transtating to 108%

achievement of target. The total cottections were Kes. 47.6 Bitlion being 92% of the overat[
revenue budget for 2017 17018 FY.

The cumutative Benefit pay-out ratio for the Nationa[ scheme was 82% at the end of the
financial year. Benefits Payment trends reftected benefits paid out standing at Kes.

39,061 ,341,237 paid out through the various benefit packages for the various schemes

managed by the Fund.

A S-year comparison of revenue and expenditure is shown in the graph below:
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REVENUE VS EXPENDITURE GROWTH GRAPH
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Governance

We monitor crur sustainabitity performance as an integral part of our monthty performance
management reporting regime. The NHIF Board receives quarterty reports on performance
both in terms of Strategic measures and against government commitments laid out in the
Performance Contracting Regutations of 2004. lnternal audit regutarty reviews internal
sustainabitity reporting, focusing on vatidating data that supports externa[ reports and
performance against our business ptan measures.

VISION 2030 FLAGSHIP PROJECTS

1. HEALTH INSURANCE SUBSIDY (HISP-OVC) PROGRAMME

The Heatth lnsurance Subsidy Programme (HISP) is a government ftag-ship Program under the
Vision 2030 whiCh is being imptemented by NHIF and financed by the Wortd Bank. lt is a

demand side finanding mechanism where funds are channetted to NHIF on behatf of identified
and targeted househotds ctassified as poor and vulnerabte.

For HISP, the ta group constitutes of beneficiaries of the Orphans & Vutnerabte Chitdren

Cash Transfer mme (OVC-CTP). The cash transfer beneficiaries are targeted, identified
and registered to eive cash transfers by the Ministry of EAC, Labour and Social Protection.
The HISP Scheme p des membership not onty to the Orphan but to atl members of the
househotd.
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The programme has used a Phased approach: Phase I (201 4-2016) was a pitot targeting 21,

530 househotds spread within the 47 counties. Phase ll (2016-2018); HISP scate up

commenced on 1't Juty 2016 which targets an additiona[ 160,422 Househotds. Thus the total
number of househotds under HtSP is 181,968. The programme is currentty in Phase ll, where

181,315 househotds have been registered under the HISP which is 98% achievement.

Registration status for HISP

NHIF is tasked with the rote of ensuring registration and maintaining the database of the

members accessing benefits through HISP. As at 30th June 2018, a total of 181,315 OVC

househotds were registered against a target of 181,968 househotds across the country. This is

98% achievement.

REGISTERED HISP HOUSEHOLDS PER COUNTY
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Fi nancial Admi nistration

NHIF has received premiums of KES. 962,530,000 during the FY 7016-2018 in two tranches;

March 2016 and Aprit 2018 for 160,477 househotds who were registered in Phase ll. Access to
benefits commenced on 1't December 2016 to 30th November 2018. Noteworthy, the
premiums received provide heatth insurance coverage to 160,422 househotds exctuding the

21, 530 househotds registered during the HISP pitot. NHIF has requested for the deficit from

the Ministry of Heatth however the funds are yet to be disbursed to NHIF.

Further, the cover period for HISP is ending on 30th November 2018 and NHIF made the

request for premium toMinistry of Heatth in March 2018. However, the Ministry of Heatth is

yet to disburse the funds for renewal of the cover.

5/



of Benefit 2017 20182015 2016

NA HOSPIT AL INSURANCE FUND
Finonciol Statements
ended June 30 2018

Analysis

low provides the detaited benefit anatysis for HISP beneficiaries during financial
Utitization for outpatient services amounted to Kes. 241 ,089,822 fottowed by

s amounting to Kes. 14,295,543 and speciat benefit packages amounting to
Kes.81,
2017 / 18

026. The tabte betow shows the breakdown of services for the financial year

red to 2016/2017.

Admi Expenses 7,763,638 172,830

Outpat nses 72,719,961 97,444,389 173,243,741 241,089,822

lnpatient nses 3,265,052 23,315,834 175,700,872- 14,295,543

Speciati Packages 40,056,447 81,545,026

Total 33,249,651 120,933,053 339,001,060 336,930,391

PREMTUMS VS EXPENDITURE FOR HISP(OVC)

Reports
For the

HISP

The tabte
year 2017
inpatient

t201

Key Milestones

1. Out of 3

heatth in
2. NHIF is

Speciatized t Packages

-

II

-

a

5

t Expenses

Premiums

500 1,000 1,500 2,000

Kes. Mittions
ted t2016 Audited r2017 Audited 2018 Unaudited

OVC households in the Cash Transfer Program, NHIF is providing

ce coverage to 50% of these househotds

tishing [inkages with the Singte Registry at the Sociat Protection
S). This witt facititate access to data for future scate up of HISPSecretariat
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3. NHIF has strengthened the working retationship with the Ministry of Labour and Social

Protection to the county [eve[. This has atlowed for easier targeting and access to
beneficiaries for activities such as sensitization and engagement at the counties

4. NHIF has received an award from the lnternational Social Security Association (ISSA)

for HISP as an innovative program in 2017

2. OLDER PERSONS & PERSONS WITH SEVERE DISABILITY (OPPSD) SCHEME

Recent discussions in the past five (5) years have centred on increasing heatth coverage to
the poor and vutnerabte persons in society. Currentty, approximately 46.7 percent of the
poputation tives betow the poverty tine white 19.1 percent live in extreme poverty. A large

proportion of the poputation is vutnerable to poverty because of a wide range of factors are

unable to deal with tivetihood shocks such as sickness, otd age, unemptoyment and disabitity.

Government of Kenya through the Ministry of Heatth subsidizes the premiums of the

beneficiaries of the Otder Persons and Persons with Severe Disabitity Cash Transfer
Programme. The OPWD program was rotted out in all47 counties covering 42,000 househotds.

Targeting of Beneficiaries for OPPSD

The OPWD target group constitutes the househotds under the Otder Persons and Persons with
Severe Disabitity Cash Transfer Programme. The targeting and identification is carried out by

the Ministry of Labour and Social Protection (ML&SP) through proxy means testing and

community verification.

The 42,000 househotds were ranked by the Ministry of Labour and Social Protection as the
poorest among in the database of beneficiaries in the Otder Persons and Persons with Severe

Disabitity cash transfer program

Registration Status

As at 30th June 2018, there are 42, 000 Otder Persons and Persons with Severe Disabitity
accessing heatth benefits fottowing the scate down which took effect from 1st April 2017.

Notabty, 203, 853 households are no longer accessing heatth benefits and are more vulnerabte

to financial risk as a resutt of out of pocket heatth expenditures.
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Access to Health Services

The 42,000 OPWD households have access to benefits as prescribed by under the Nationa[
Scheme guidetines inctuding inpatient, diagnostic testing, chronic care management and

outpatient services among others to atl NHIF members including HISP beneficiaries. Thus
househotds have access to services.

Financill Administration

During the financial year, NHIF received premiums of KES. 252,000,000 for 42,000
househdtds on 20th June 2017 for an annua[ heatth insurance cover from 1't Apri[ 2017 to 31't
March 2018.

Notabty, the annuat heatth insurance cover for the beneficiaries was due for renewal from 1st

Aprit 2018 at an annual premium of KES. 252,000,000. NHIF received KES. 189,000,000 on

27th Aprit 2018 from the Ministry of Heatth [eaving a batance of KES. 63,000,000.

Access to iHealth Services

The 42,000 OPWD househotds have access to benefits as prescribed by under the National
Scheme guidetines inctuding inpatient, diagnostic testing, chronic care management and

outpatient services among others to atl NHIF members inctuding HISP beneficiaries. Thus
househotds have access to services.

Benefit U$ilization

The tabte betow provides the detaited benefit anatysis for OPPSD beneficiaries for the period

ending 30th June 2018. From the table, Outpatient services amounted to KES. 26,792,314,
lnpatieht iervices amounted to KES. 9,791,383 and Speciatized benefit packages amounted
to KES.411,455,085.
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Iypof Bsleftt Amounts Kes.

Outpatient Expenses
lnpatient Expenses
Specialized Benefit Packages
Total Expenses

26,797,314
9,791,383

41,455,085
78,038,782

PREMIUMS VS EXPENDITURE FOR OPPSD SCHEME

Totat Expenses

Speciatized Benefit Packages

lnpatient Expenses

Outpatient Expenses

Premiums

100

Kes. Mittions

200 300

Challenges

i. The scate down of the beneficiaries of OPWD greatty affected the households and
exposed them to catastrophic heatth expenditures

ii. Lack of drugs at the heatthcare facitities and Poor services at the heatthcare facitities
have been cited by the OPWD beneficiaries as one of the chattenges

iii. NHIF service outtets are not accessibte - distance to the NHIF branched putting into
consideration their age

Way Forward

i) Work ctosety with Communication department to ensure branding and presence of
pubtic education team to assist the branch office

ii) Work cl.osety with beneficiary wetfare committee members in charge of communicating
with the otder persons by sharing requirements for registration and other necessary
documentation in future undertaking such as this event

iii) Capitalize on such events to bring on board more members - use such ptatforms as a
communication strategy to reach the beneficiaries
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3. LINDA MAMA (Free Maternity)

ln order to achieve Social Devetopment Goats, the Government intends to adopt an insurance
framework and National Hospitat lnsurance Fund has been identified to drive the process.

On 18th October 7017, Free Maternity Services Program was launched and branded LINDA

MAMA. The Program is a Government initiative which aims to provide access to maternity
services to atl pregnant women in Kenya. The program was redesigned and the benefit
package expanded to inctude antenatat, detivery and postnata[ services to be accessed by att
pregnant wpmen in Kenya. ln addition, access to service was expanded to include private and

faith based facitities country wide.

lmplementhtion of the Program

lmplemerrtation of the Linda Mama Program was to be reatized in three (3) phases as fottows:

Phasb I (1't April 2017) - Rott-out to private and faith based facitities to offer detivery
services onty
Phase ll (1st Juty 2017)-Rott-out to atl pubtic heatthcare facitities to offer detivery
servibes onty
Phase lll (1st Aprit 2018)- Rott-out of antenatal and postnatal services in addition to the
delivery services

NHIF has imptemented atl the three (3) phases which invotved the rott-out of the detivery
services in 1458 private and faith-based heatthcare facitities and approximatety 4,000 pubtic

facitities and introduction of antenatal and postnatal services.

Financial Admi nistration

The Ministry of Heatth (MOH) has disbursed funds to NHIF for the implementation of the Linda

Mama Program of Kes. 3,361,525,853 in the year 2017 /2018:

Registratlorf of Beneficiaries

Att pregnant women who are Kenyan citizens are etigibte to benefit from the programme.

Registrationlof expectant women is done through the fottowing access points:

a) Mobite ptatform - USSD Code .263# and fottows the simple steps
b) Contracted heatth facitity - through NHIF Heatth System
c) NHIF country wide offices and Huduma centres.
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The registration requirements inctude the fottowing:

i. Pregnant women of age 18 years and above witt be registered using their national
identification cards and the Ante Natal Care records.

ii. Pregnant women under 18 years witt be registered using Ante Natal Care records and

their guardians' national identification cards.
iii. Pregnant women above 18 without national ldentification cards witt be registered using

the Ante Natat Care records.

The registration of expectant mothers for twetve (12) months is summarized tabte betow:

July
August
September
October
November
December
January
February
March
April
May

June
TOTAL

f,AC'T'EE

11,103
12,864
16,974

19,143

22,845
75,149

39,699
43,365

59,490
70,485
87,678
80,727

484,517

I tlll

From anatysis, the number of confirmed pregnancies has graduatly risen as shown in the
graph betow:

REGISTERED BENEFICAIRIES
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Regist n of Linda Mama July 2017-June 2018 per County

Ass the graph betow, the number of registered mothers has maintained a consistent
mothers enrotling for the program. The counties with high numbers of registered

lude Tharaka Nithi, Bungoma, Kisii, Kakamega, Nairobi and Murang'a.
growth
mothers

REGISTERED MOTHERS PER COUNTY
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5,461,000
4,880,000

17,831 ,808
28,172,808

198,695,425
1,753,550,212

14,960,085
1,508,947

19,736,200
1,488,450,869

of Health Providers

Faith Based Facilities

the signed Memorandum of Understanding (MOU) between NHIF and the Ministry
lF is required to continuousty engage private and faith based heatth providers

so as to the service network. During the month of Aprit 2018, forty (40) new private
facitities been engaged and issued with contracts. However, the facitities are yet to
formal e contracts to effect imptementation.

Public lities

On the hand, 6000, pubtic facitities are in the program to offer services.

Utiliza Benefits

ln the201 8 Fl free maternity expenses amounted to Kshs. 1,488,460,969, the highest

expendit being on normal detivery. This is summarized in the tabte betow:

livery

I
o
Eo
co

I

c' Br:,nefit 2017 201 8
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FREE IilATERNITY EXPENDITURE CHART

Totat Expenses

Administrative

PostnataI

AntenataI

Normat Detivery

Ceasarian Detivery

0%

Comm unication Strategy

As part of communication strategy, a branch managers meeting was organized to share

information on the new devetopments in the Linda Mama Program and took ptace on 31st April

2018 at Panafric Hotet, in Nairobi. During the month of Aprit 2018, there were 1,400 Linda

Mama Program lmptementation Manuats distributed to att branches. The manuats were to be

shared with hospitats which were atready contracted to offer maternity services under the
program.

Notabty, the work-ptan and budget for the financial year 2017 -2018 was developed and awaits

the approvat by the Principal Secretary, Ministry of Heatth.

Key Milestones

a) NHIF hetd a quarterly branch managers meeting to discuss imptementation of various
programs and schemes inctuding Linda Mama Program

b) NHIF and Ministry of Heatth have hetd quarterty meetings to review progress of Linda
Mama Program

c) NHIF and MOH have hetd two pretiminary meetings on 11th and 31't May 2018 which
centred on the devetopment of a Monitoring, Evaluation and Learning (MEL) Framework
supported by Think-wetl Foundation and Bitt and Metinda Gates

d) NHIF rotted out an online reporting tool which is updated on a weekty basis by quatity
assurance officers in att NHIF branches. The tool reports on indicators such as pending
ctaims, antenatal and postnatal visits, infrastructure chattenges such as avaitabitity of
computers, network among others

10% 70% 30%

t2017 Audited

40% 50% 6070 70%

r2018 Unaudited

807, 90% 100%
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Challenges and Remedial Measures

Way Forward

contracting of private and faith based facitities

4. INUA JAlttll 70+ PROGRAM (lJP)

lnua Jamii TOqProgram is a Government ftagship program that rotled out in Aprit 2018 and

aims to extend coverage to otder persons as part of its commitment to achieving Universal

Heatth Covelage as underscored by in the Big Four Agenda.

The Ministry of Labour and Social Protection expanded the Otder Persons Cash Transfer

Program to Cover al.l. poor and vutnerabte persons aged 70 years and above. Therefore, this

group of beneflciaries are set to access heatth insurance cover through the National Hospital

Insurance Fund (NHIF).

Chattenges Remedial Action
Lack of computers in some pubtic facitities Use of mobite phone for notification of

detiveries; USSD .763.30#

Lack of documentation that detays claim
processing especiaIty in government
facilities

Joint sensitization between MOH and NHIF

lncrease in defautters in the informa[ sector
because of free maternity services

Enhanced marketing campaign.

Stow uptake by private and faith based

facitities because of the low reimbursement
rates

Continuous engagement with providers with
private and faith based facitities.
Proposed harmonization of the Nationa[
Scheme Maternity Package and the Linda Mama

Maternity Package

Low awareness by expectant women of
Linda mama services in the private and

faith based facitities.

lmptementation of the communication
strategy.
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Targeting of Beneficiaries for IJP 70+

The lnua Jamii 70+ program constitute individuats who are 70 years old and above. The

targeting and identification is carried out by the Ministry of Labour and Social Protection and

data shared with NHIF for registration. The database with over 484,086 beneficiaries was

shared in Aprit 2018.

Fottowing verification using IPRS, 101,589 beneficiaries were found to be betow 70 years otd

and already NHF members, 1,667 beneficiaries were dupticates (appearing more than once in
the [ist), 75,134 had existing NHIF numbers and 360 had their names different from IPRS

database compared to the Ministry of Labour & Sociat Protection [ist.

The total number of etigibte beneficiaries thus stand at 380,831. NHIF has sort the guidance

of the Ministry of Labour and Social Protection to ensure that the Fund has the total number
of beneficiaries before requesting for premiums from the Ministry of Heatth

Registration Status for IJP 70+

As at 30th June 2018 a total of 390,178 beneficiaries have atready been registered to be

issued with cards.

Access to Health Services

Currentty, the beneficiaries of lnua Jamii 70+ program are not accessing benefits due to the
fact NHIF is yet to receive the premiums for the beneficiaries. However, the beneficiaries
are etigibte to access to benefits as prescribed by under the National Scheme guidetines

inctuding inpatient, diagnostic testing, chronic care management and outpatient services.

Financial Admi nistration

lnua Jamii 70 + program is designed tike the National Scheme cover where premiums per

member is KES. 6,000 per annum. Expected premiums to be disbursed to NHIF is therefore
KES. 2,904,516,000.00 for annua[ insurance cover for the beneficiaries based on the cteaned
up data by NHIF ICT department. The figures are expected to rise once the Ministry of Labour
& Sociat Protection shares more data.

Key Mitestones

NHIF was invited by the State Department for Social Protection, Pensions and Senior Citizens
Affairs to participate during this year's Etder Abuse Awareness Day that was commemorated
on 20th June 2018 at Dagoretti CDF grounds, Dagoretti Sub-County. The event was graced by
various ptayers in the Social Protection fietd especiatty those deating with older persons.
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During this exercise, a total of 50 beneficiaries were registered after verification from the
provided database. About 10 opted to pay for themsetves white awaiting the rotl out of the
program.

REGISTRATION REPORT INUA JAMII 70+ PROGRAM PER COUNTY

TARGET BENEFICIARIES

15,000
30,000
25,000
20,000
15,000
10,000
5,000

0 ,ll\,,t t,l'l,llrl,r ll,1,.1,1,'rll l, rr,rl,
ffiflF i 

* 
s 

E 

u 
E5u s = g, ; 

e 
s g' 

f i ; I' 
E€ gE ; E ; EE eE *; 

i 
E s r s si;

rlil $ t=- i:< -'5 E3s3 3z' -2 v iilE'E g

:, lll $ F

5. IMPLEMENTATION ARRANGEMENTS

Governance & Accountabi lity

NHIF has an etaborate branch network and sophisticated management information system

which is used,to generate reports using various parameters to compile and submit quarterty

and annual reports to the Ministry of Heatth and to the Wortd Bank or as requested. ln

addition, NHIF tabtes reports to the Universal Heatth Oversight Committee and the Kenya

Heatth Sector Support quarterty meetings hetd at and chaired by MOH.

I nstitutionaI arrangements

NHIF coordinates with the Ministry of Heatth, the Ministry of EAC, Labour and Socia[ Protection

and the County Governments to ensure the successful imptementation of the subsidy

programs; Linda Mama, HISP, OPWD and lnua Jamii Programs.

Vision 2O3O Frograms- Financial Challenges

lmptementation of the HISP and OPWD programs has been not without chattenges faced by

NHIF is detays in disbursement of premiums which interferes with access to the heatth benefits

and further exposes the poor and vutnerabte to out of pocket expenditures.
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Program

FY 2017t2018

Linda Moma

Program (LMP)

Total
HousehoIds/Beneficia
ries Registered

Premiums/
Budget (Kes.)

Funds
Received
(Kes.)

Balance (Kes.)

367,030beneficiaries 5,000,000,000 3,361,525,853 1,638,474,147

Recommendations
. Timely disbursement of premiums to ensure continuity of access to heatthcare services
. Acceteration of sensitization efforts to increase awareness of the program to key

stakehotders inctuding the beneficiaries
. Accreditation of additionaI heatthcare providers
. Accreditation and gazettment of additionat facitities to increase options for members.

4. Disease Prevalence

A total of 10,876 conditions were reported during the period Juty to June of financial year

2017-18. Detivery was the most frequent in the period with 11% of the total notifications,
fottowed by End-stage rena[ disease at 3%. Kidney faiture had the highest ALOS at 6.1 whereas

End-stage renal disease had the lowest ALOS. Top six most frequent conditions as at 30th June

2018 are tabutated betow.

Health lnsuronce
Subsidy Program 181,968 househotds

(HtsP)

Older Persons &

Persons With
Severe Disability

(0PPSD)

lnuo Jamii 70+

Program

Disease

1 Normat detivery

2 End-stage renal disease

3 Caesarean section detivery

4 Chronic kidney disease

1 ,193,670,000 NIL

47,000 households 252,000,000 189,000,000 63,000,000

484,086 7,904,516,000 NIL NIL

ALOS

2.i

2.4

4.8

6.1

Prevalence

11%

3v

37o

3%

49



NAT HOSPIT At'NSUR ANCE FUND
Financial Stotements
ended June 30, 2018

um fatciparum mataria

The ex
members
effective
utitizat

5

6

a 5.3
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util benefit packages

benefits package currentty offered has increased heatth care access for NHIF

at the same time boosted the heatth care providers' abitity to provide more
to both NHIF members and the Kenyan citizen. The tabte betow ittustrates the

the NHIF benefits packages;

ture per healthcare Benefits Packages

efit Package Amount ( Kes) Amount ( Kes) %

Services 14,695,395,233 12,048,865,574 22%

7,512,551,228 5,075,532,866 48%

Top

3

4

5

6

Hea

1

2. Out Services

(Major and Minor)

Rena is

Mate Services

Free

Opti

DentaI

10. Specia

11.MRl

12.CT

ity( Linda mama)

Schemes)

Schemes)

Surgeries

lant

3,672,114,046 2,091,611,416 73%

1,763,415,726 1,247,216,500 41%

1 ,533,079,255 1 ,628,589,332 -6%

1,488,460,969 28,172,808 5183%

1,367,193,712 1,232,149,150 11%

738,440,079 158,747,955 365%

559,545,537 373,651,683 50%

549,059,958 274,110,673 100%

434,03'1,838 651,582,821 -33%

285,069,617 311,512,561 -8%

64,796,889 21,709,305 198%

7. Can

8

9

13. Kidney
14. Rehabi

Abuse
n for Drugs & Substance
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54,386,371 32,477,977 67%
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The above table hightight a comparison between FY 7016117 and FY 2017118 with free

maternity having the highest growth (5183%), fottowed by optical benefits package mainty

offered to the managed scheme members by (365%) then kidney transptants (198%) among

others.

5. Quality Management Plan

A Quatity management ptan was devetoped. lt invotves monitoring of Quatity heatth

indicators, heatth outcome indices and conducting the quatity improvement programs that
include sensitization of branches, HCPs and conducting quatity audits.

Quatity lndicators: MorbiditY

The tabte betow shows the top 5 diseases reported during the period as coded by the
heatthcare providers using the WHO ICD 10 codes.

ent Morbidi ln nt Morbidi
4%Acute upper respiratory infections

Malaria
lntestinal lnfectious Diseases
Hypertensive diseases
Diseases of the Oesophagus,
Duodenum & Stomach

Deliveries
Mataria 3Yo

Renat Faiture 2/o

lntestinal lnfectious Diseases 2%

15%
8%

7%

6y
67o lnftuenza & Pneumonia

Average Length of Stay

Average tength of stay was 4days. The ALOS trend for the financial year is as represented in

the graph betow.

AVERAGE LENGTH OF STAY
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CORPORATT SOCIAL RESPONSIBILITY STATEMENT

Over the period the Organisation approved various policies mainty touching on Customer
Service, Colporate Governance, Benefits and Financial Management. The approved poticies
witl ensurre bfflcient and standardized services.

Our Corporate Social Responsibitity (CSR) program echoes our brand essence 'Afya yetu Bima
yetu'which,means'Our Heatth Our lnsurance'and NHIF is committed to ensuring that the
CSR Progrqfi is an integrat part of its basic strategy and ptans. The target is to provide vatue
addition to customers, emptoyees' wetfare and community retations white supporting our
environmenti The Fund has a CSR poticy that outtines the organizations commitment to good

business praCtices, which provide vatue to at[ strategic stakeholders.

Social Sustainability

ln tine with the NHIF CSR poticy, NHIF has responsibitity for the impact of its decisions and
activities on the society and the environment through transparent and ethica[ behaviour that
is consistent with sustainabte devetopment and the wetfare of the society. The Fund is

committed to creating a positive impact to Kenyans by ensuring new corporate vatues to
accessing affordabte, quatity heatth care services, and engaging in societat initiatives that
enhance the wettbeing of the community at large.

ln a bid to give back to the society, the Fund has been engaging in Social Sustainabitity
activities. Durihg the year under review, the Fund undertook the fottowing programs:

The Management of Mental Health

The financial year 2017/18, Fund identified and adopted the management of mental heatth
as its long term CSR activity. The thinking of mental heatth was occasioned by the fact that
for years there has been inadequate measures put in ptace to manage the condition. Onty
recentty, in 20116, is when the government through ministry of heatth launched the first
mental heatth strategy 2017-2021 and the menta[ heatth poticy 2015-2030.

ln the financial year 2017l 1 8 the fund resotved to impact the lives of the mentatty chattenged
community in Kenya white creating awareness on mental heatth care. Sports teads to a

connection between peopte thereby leading to a sense of community and wetlbeing. NHIF

supported Mathari hospitat bid to have a sports day and promote the cutture to adopt heatthier
habits and cohesiveness with the mentally itt. Mathari mental heatth sports day was the hetd
on 19th may 2018: The theme for the sports day was physical activity for better mental heatth.
The main objective being promotion of mentat heatth awareness in the community.

A team from comilnunications and pubtic education cottaborated with Ruaraka branch during
the sports day that attracted members of the pubtic, survivors of mental ittness and the
medica[ fraternlty in Mathare hospitat. The fund used the ptatform to educate the pubtic of
our benefit packages, and conduct registration. The main objectives of the sports day were
NHIF sensitization, to create a forum for interaction between members of the pubtic and
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mental heatth professionats, to promote physicat exercises as a preventive and therapeutic
measure against mental heatth and promote heatth awareness thereby decreasing stigma
associated with mentat heatth.

Cardiac Program

The NHIF @50 Cardiac Program was rolted out in September 2016 with an aim to atteviate
suffering amongst NHIF members who are in need of treatment interventions pertaining to
cardiac conditions. A review of beneficiary cases in need of heart treatment and therapeutic
interventions by NHIF at various accredited facitities demonstrated that treatment detays and
lapses in disease comptications and occasionaI discontinuity of entisted beneficiaries to fotlow
up on management of the diagnosed disease conditions to be attributed to the tengthened
durations of waiting.

ln October 2017, NHIF through a partnership with Agite Gtobat Heatth, an international
heatthcare management company, funded the first of a series of [oca[ surgical operations,
setting a new pace in heart treatment in Kenya that before this had heavity retied on overseas
care. This was against a backdrop of a waiting tist of about 1,435 in the country. Since then,
over 644 cases ranging from open-heart surgery, interventional cardiotogy to diagnostic
procedures have done under the package. This ambitious initiative enabted patients like
Young Btessing Sita, who underwent open heart surgery locatty, to receive a second chance in
tife.

Six hospitats namety; Mater Hospitat, The Karen Hospitat, Tenwek Hospitat, Gertrude's
Chitdren Hospitat, Nairobi Hospitat and Coast Provincia[ General Hospitatwere invotved in the
NHIF Cardiac programme and combined, were abte to handte over 644 open heart surgeries
under the cover by the end of 7017.49.5% of open heart surgeries were rheumatic heart
diseases of both mitrl and aortic valves. So far, over 400 patients have benefited, after
undergoing various surgical and medicaI interventions.

NHIF assists Baby Michelle
NHIF in 2017 assisted Baby Michette Awour Otondi who had suffered
55% burns that teft her severety incapacitated eartier on in 20'15. NHIF

dispatched an ambutance to Kisumu County and the chitd was taken
to Kenyatta Nationat Hospital to undergo speciatized surgica[ care for
the reconstruction of her face to enabte her eyes see property under
tight. NHIF has facititated the treatment through hospitat payments
to KNH whose doctors have activety taken care of Baby Michette. NHIF
continues to stand with Baby Michette in order to ensure that she gets
att the retevant care.

Medicat Camps

NHIF supports [oca[ communities in informal setttements through free medical camps to
identify common heatth probtems and give free medical information to the community
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mem munity members are atso advised on nutrition and checked on body mass index,
hy , diabetes, ftu and generaI wettness with further referraI of speciatized
treatmen

lnterns

NHIF of rk integrated learning for graduate students for their quatification and for those
who wou to experience the wortd of working during their school vacation. Due to the

of this program, the intern witl be based at a directorate for a period of at
As an intern you witl be assigned to a Manager whose rote witl be to provide
as regutar feedback on your performance and devetopment.

program is open to the fottowing academic areas: Corporate Services, Legat

training
[east 5
support as

Our in
affairs, Fi
Care, Mar
Actuariat.

& lnvestment, lnsurance, Human Resources & Administration, lCT, Customer
g, Strategy & Ptanning, Operations, Standards & Quatity Assurance, Audit and

growth. ln
took for the best tatents to hetp us devetop cutting edge ideas and achieve
rn, we invest in their intetlectual ability, encourage early responsibitity and

support th
is yours to

tion and progress. With our coaching, guidance and gtobal reach, the future
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REPORT OF THE BOARD OF MANAGEMENT

The Board of Management submit their report together with the financial statements for the
year ended June 30, 2018 which show the state of the Fund's affairs.

PrincipaI activities

The principat activity of the Fund is to receive income for heatthcare financing of att its
members.

Results

The results of the Fund for the year ended June 30, 2018 are set out on pages 57- 107. Betow
is the summary of the surptus made during the year

Board of Management

The members of the Board of Management who served during the year are shown on page 4.

Auditors

The Auditor General is responsibte for the statutory audit of the Fund in accordance with
Articte 229 of the Constitution of Kenya and the Pubtic Audit Act 2015

By Order of the Board,

NICODEMUS ODONGO

Ag. CHIEF EXECUTIVE OFFICER

DATE: .
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srATEltE$r or BoARD oF MANAGEMENT',S RESPONSIBILIIES
l

Section 8! of the Pubtic Finance Management Act, 2012, section 14 of the State Corporations
Act and Secfion 38 of the NHIF Act, require the board to prepare financial statements in
respect of thbt Fund, which give a true and fair view of the state of affairs of the Fund at the
end of the fifrancial year/period and the operating resutts of the Fund for that year/period.
The Directfrq are atso required to ensure that the Fund keeps proper accounting records which
disctose with\reasonabte accuracy the financiat position of the Fund. The Directors are atso
responsibtg fdr safeguarding the assets of the Fund.

The Board are responsibte for the preparation and presentation of the Fund's financial
statements, which give a true and fair view of the state of affairs of the Fund for and as at the
end of the financial year (period) ended on June 30, 2018. This responsibitity inctudes: (i)
maintaining adequate financiaI management arrangements and ensuring that these continue
to be effective throughout the reporting period; (ii) maintaining proper accounting records,
which disctose with reasonabte accuracy at any time the financial position of the Fund; (iii)
designing, implementing and maintaining internal controts retevant to the preparation and
fair presentation of the financia[ statements, and ensuring that they are free from materia[
misstatements, whether due to error or fraud; (iv) safeguarding the assets of the Fund; (v)

setecting and apptying appropriate accounting poticies; and (vi) making accounting estimates
that are reasonabte in the circumstances.

The Board accept responsibitity for the Fund's financial statements, which have been prepared
using appropriate accounting poticies supported by reasonabte and prudent judgements and
estimates, in conformity with lnternational Financial Reporting Standards (IFRS), and in the
manner required by the PFM Act 2012 and the State Corporations Act. The Directors are of the
opinion that the Fund's financial statements give a true and fair view of the state of Fund's
transactions during the financial year ended June 30, 2018, and of the Fund's financial position
as at that date. The Directors further confirm the compteteness of the accounting records
maintained for the Fund, which have been retied upon in the preparation of the Fund's financial
statements as wett as the adequacy of the systems of interna[ financia[ control.

Nothing has come to the attention of the Board to indicate that the Fund wi[[ not remain a

going concern for at least the next twetve months from the date of this statement.

Approval of the financial statements

The Fund's financia[ statements were approved by the Board on .......
signed on its behatf by:

-h*sr*"

and

Ag. CHIEF EXECUTIVE OFICER
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REPUBLIC OF KENYA

P.O. Box 30084-00100

NAIROBI

. OFFICE OF THE AUDITOR-GENERAL
REPORT OF THE AUDITOR.GENERAL ON NATIONAL HOSPITAL INSURANCE
FUND FOR THE YEAR ENDED 30 JUNE 2018

REPORT Qru rUe FTNANCTAL STATEMENTS
I

Adverse Opinion

I have audlted the accompanying financial statements of National Hospital lnsurance
Fund set orit on pages 57 to 100, which comprise the statement of financial position as
at 30 June {018, and the statement of comprehensive income, statement of changes in

equity, stat{ment of cash flows and statement of comparison of budget and actual
amounts fortthe year then ended, and a summary of significant accounting policies and
other explarqatory information in accordance with the provisions of Article 229 of the
Constitution'of Kenya and Section 35 of the Public Audit Act, 2015. 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 opinioh, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of National Hospital lnsurance Fund as at 30 June 2018, and of its
financial perf6rmance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and do not comply with
National Hospltat lnsurance Fund Act, 1998.

Basis for Adverse Opinion
l

1.0 lnaccuradies in the Financial Statements

The following dlscrepancies were noted between the balances in the financial statements
and balance$ iri tne supporting schedules:

Item

Financial
Statements

Balance
(Kshs)

Supporting
Schedules

Balance
(Kshs)

Variance
(Kshs)

1,859,477,224 1,857,535,800 1,941,424

Staff Costs
4,179,069,661 4,174,922,564 4,147,097

Finance Expenses 315,770,266 315,760,968 9,298

Trade and Other Receivables
Outstandinq contributions 3,143,657,067 3,108,472,510 35,184,557

lnterest Receivable 107,110,161 103,354,669 3,755,492
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Item

Financial
Statements

Balance
(Kshs)

Supporting
Schedules

Balance
(Kshs)

Variance
(Kshs)

Trade and Other Payables 5,458,176,094 5,446,826,193 11,349,901

Contributions
Self-employed contri butions 3,880,651,567 3,874,774,672 5,876,895

Total 18,943,912,040 18,881,647,376 62,264,664

Further, the statement of comparative budget and actual amounts reflects actual income
for the year of Kshs.49,242,494,591 and actual expenditure of Kshs.45,846,782,444.
However, the statement of financial performance reflects total income of
Kshs.39,513,824,440 and total expenditure of Kshs.39,217,901,574 resulting in

unreconciled difference of Kshs.9,728,670,151 and Kshs.6,628,880,,870 respectively.

Consequently, the accuracy, completeness and validity of the financial statements for the
year ended 30 June 2018 could not be confirmed.

2.0 Property, Plant and Equipment

2.1 Land Situated at Karen - 10 Hectares

As previously reported, included in the property, plant and equipment balance of
Kshs.14,122,454,327 in the statement of financial position as at 30 June 2018 is land
valued at Kshs.298,589,665 which includes an amount of Kshs.93,712,675 for land Ref.
No.LR 2496812 measuring 10 hectares situated at Karen. However, the ownership of this
particular parcel of land is in dispute and the matter is in court. Further, information
available indicate that the DCI has commenced investigation to establish whether there
was fraud in the transfer of ownership of the land and prosecute any person who may
have been identified as having breached the law as per the PIC recommendations on the
21 and 22 reporl.

2.2 Proposed Resource Centre at Karen Land

As previously reported, included in the property, plant and equipment balance of
Kshs.14,122,454,327 as at 30 June 2018 is work in progress balance of
Kshs.1 ,444,687,484 being payments for drawings and designs for the proposed
Resource Centre and whose construction has not yet commenced since the land was
acquired fifteen years ago. As noted in the previous year, the management has however
explained that construction of the Resource Centre has not yet commenced because of
lack of approval from parent Ministry and the land ownership dispute in court.

Although the issue had been discussed by the Public lnvestment Committee, no action
appears to have been taken on the PIC recommendations of 22 report that the Fund
should expeditiously pursue the prosecution and conclusion of the case to its logical
conclusion.

Report of the Auditor-Generol on the Financial Statements ofNutional Hospital In.sttance Fund./br the year ended
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2.3

As

struction of Multi Storey Car Park

in prior years, National Hospital lnsurance Fund entered into an agreement
construction firm for construction and completion of a multi storey car park at a
sum of Kshs.909,709,305. According to information available, the project

in May 2OO2 and was scheduled for completion in August 2003. Records
r, however, indicate that the contract Sum was later revised upwards to
79,611 ,756 representing approximately 30% above the original contract sum of

cost of s.3,342,120,239, a further amount of Kshs.626,635,998 and Kshs.4,706,521

a'

Kshs.1
Kshs

A

WAS

total

Fu
car

A
has
21

2.4

The

,709,305.

records available indicate that the car park was completed in July 2008 at a total

rred in 200912010 and 201012011 respectively on the Car Park increasing its
diture to Kshs.3,973,462,758 as at 30 June 2011 or resulting to an increase of

ately 337% over and above the original contract sum of Kshs.909,709,305.
nd as similarly observed in the prior years' reports, the escalation of costs of the
by 337o/o over and above the original cost has not been justified'

the issue has been discussed by the Public lnvestment Committee, no action
n taken on the Public lnvestment Committee recommendations as per the 19 and

re rts which recommended that the Director of Ethics and Anti-Corruption
should institute and fast track investigation on the project with a view to

g charges against all those who would be found culpable

rated Revenue Management System

, plant and equipment balance of Kshs.14,122,454,327 includes additions to

I

rs and related equipment of Kshs.973,387,872. The additions further include the
total of proposed acquisition of an lntegrated Revenue Management System of
Kshs.
into a

5,205,588. Available information indicate that on 4 June 2018, the Fund entered
ref RFP/SSSM NO./00112017-2018 with an lT Solutions firm for provision

of! rated Revenue Management System. Although the Fund had not acquired the
as at 30 June 2018, the total cost of the system was included under additions to

comp rs and related equipment thus resulting to an overstatement of property, plant

and uipment by Kshs.495,205,588. Further, the total amount accrued under trade
in respect to the system

of Kshs.25,614,082.
amount to Kshs.469,591,506 resulting in unexplained

information indicate that the procurement of the system was single sourced as no
of competitive bidding was availed for audit verification. This is contrary to

g6 of the Public Procurement and Assets Disposal Act, 2015 which require the
officer to take such steps as are reasonable to bring the invitation to tender to

VA

F

ng
the ntion of all those who may wish to submit tenders. Further, although direct
procu nt method was used, no evidence was availed to the effect that the underlying
crrcu tances met the conditions set for direct procurement as laid down in Section 91

of Management was therefore in breach of the Public Procurement and Assets
Dis Act,2015 and the propriety of Kshs.495,205,588 charged in the financial

nts in respect of the lntegrated Revenue Management System could not be
confi
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ln the circumstances, it has not been possible to ascertain whether the property, plant
and equipment balance of Kshs.14,122,454,327 as at 30 June 2018 is fairly stated.

3. Short Term lnvestments

As previously reported, included in the statement of financial position as at 30 June 2018
is short term investments balance of Kshs.17,787,153,816 which is net of provision for
impaired investments of Kshs.1,304,410,609 as disclosed in note 26 to the financial
statements for the previous year. The provision includes an amount of Kshs.49,500,000
which had been deposited by the Fund on 26 June 2001 at the Consolidated Bank Ltd in
Nairobi. The entire deposit of Kshs.49,500,000 was off-set by the Bank against a
guarantee executed by the former Fund Chief Executive Officer on behalf of Euro Bank
Ltd. lt is not clear and the management has not explained the circumstances under which
the Fund's deposit was used as a guarantee by the then Chief Executive Officer.

Although the Public lnvestment Committee recommended in the 21 report that;

(i) The then CEO of NHIF be held accountable for any losses incurred in the irregular
investment of the surplus funds in Consolidated Bank and therefore be
surcharged for Kshs.40,065,205.45, being the value of the un-deposited cheque
No.022477 of 23 September 2002 from Euro Bank;

(ii) The then Consolidated Bank's CEO and Finance Manager should be held
accountable for colluding with NHIF to mismanage the invested funds;

(iii) ln view of the fact that the Fund had no capacity to provide guarantee for a
loan to a private bank, Consolidated Bank should pay the amount of
Kshs.49.5 million owed to the Fund;

(iv) The then Senior Management of Consolidated Bank including the then Managing
Director, and Finance Manager should also be held accountable for colluding with
NHIF to mismanage the invested funds.

(v) The former Managing Director of Consolidated Bank should be surcharged for
the funds that were advanced to Euro Bank in overnight lending. He should
further be held accountable for the Kshs.49.5 million which the Bank could not
recover from Euro Bank and consequently offset the same against the fixed
deposits of NHIF.

(vi) NHIF should relentlessly pursue Consolidated Bank for recovery of Kshs.49.5
million;

(vii) NHIF CEO must ensure that all financial investments by the Fund are done in
accordance with Treasury Circular No.10 of 1992 and section 28(1) of the Public
Finance Management Act.

No action appear to have been taken to recover the Kshs.49,500,000 the Fund lost. ln

the circumstance, it has not been possible to confirm whether the short term investment
balance of Kshs. 17 ,787 ,153,816 is fairly stated.
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4. Unq lnvestments

As osed at note 27 to the financial statements, unquoted investment balance of
5,342,946 as at 30 June 2018 includes a balance of Kshs.331,142,946 in respect
n advanced by the Fund to Moi Teaching and Referral Hospita! (MTRH) at an
rate of 2.5% per annum. However, the loan was not supported with a signed loanin

ag
the

nt between the Fund and MTRH. Although the management has acknowledged
, it was not clearly explained how the anomaly will be resolved and the fall

in case of default by the Hospital. Further, the loan balance has not been
in MTRH financial statements for the year ended 30 June 2018. The unquoted

balance of Kshs.385,342,946 also includes Consolidated bank shares of
Ksh ,200,000 which are not traded and for which no dividend have been paid in the
past. the circumstances, the investment in Consolidated bank shares is impaired

ntly, the validity of unquoted investment balance of Kshs.385,342,946 as at 30
Ju 18 could not be confirmed

5.0 and Other Receivables

5.1 Temporary lmprest

The and other receivables balance of Kshs.4,787,930,583 as at 30 June 2018
incl temporary imprest of Kshs.27,488,747 out of which Kshs.1,055,254 has been

g for years and whose recoverability is doubtful. This is contrary to Section 93
(5) of Public Finance Management Regulations, 2015 which states that a holder of a
tem imprest shall account or surrender the imprest within 7 working days after
return to duty station. Section 93 (6) further provides that in the event of the imprest
holder

defau

failing to account for or surrender the imprest on the due date, the Accounting
shall take immediate action to recover the full amount from the salary of the
ng officer with an interest at the prevailing Central Bank Rate. Consequently, the

bility of the imprest amount of Kshs.1,055,254 is doubtful

s.2

The

Receivable

and other receivables balance of Kshs.4,787,930,583 also include interest
bles of Kshs.107,110,161. However, and as reported in the previous year, the

balan
audit

includes Kshs.1,712,243.78 whose supporting documents were not availed for
ew. Further, a recalculation of interest receivable during the year shows a

of Kshs.103,354,669 which differ with the reported balance of Kshs.107,110,161
in unexplained variance of Kshs.3,755,492.

5.3 ing Analysis
and other receivables ageing analysis at note 28 to the financial statements

Kshs.3,716,006,861 which differwith the totaltrade and other receivables balance
s.4,787,930,583 as disclosed at note 28 to the financial statements resulting in
ained difference of Kshs.1 ,071,923,722.

uently, the accuracy and validity of trade and other receivables balance of
787,930,583 as at 30 June 2018 could not be confirmed
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6. Staff Costs
The staff costs expenditure of Kshs.4,179,069,661 as disclosed in note 17 to the financial
statements include an amount of Kshs.8 ,777,O57 paid to sixty five (65) officers employed
during the year. However, the supporting recruitment documents including
advertisements of the vacancies, short listing, interviewing and recruitment reports were
not availed for audit verification.

Consequently, the propriety of the expenditure totalling Kshs.8,777,057 included under
staff cost for the year ended 30 June 2018 could not be confirmed.

7. Staff Welfare

lncluded under other operating expenses as disclosed at note 19 to the financial
statements is expenditure on staff welfare of Kshs.39,784,850 for the year ended
30 June 2018. A review of the staff welfare expenditure revealed that an amount of
Kshs.1,460,000 was paid to nine (9) board members and one staff as Christmas gift
during the year under review. However, management did not provide justification or the
basis for this payment.

Consequently, the propriety of the expenditure totalling to Kshs.1,460,000 paid as
Christmas gift and included under staff welfare could not be confirmed for the year ended
30 June 2018.

8. Board Expenses

As disclosed at note 18 to the financial statements, board expenses of Kshs.38,613,988
includes seminars and conferences expenditure amounting to Kshs.13,115,573. The
expenditure on seminars and conferences includes Kshs.4,633,631 paid to Harvard
Business School for training of two board members on the 2018 Session of Audit
Committee in a New Era of Governance course. However, board approvalfor this training
was not availed for audit verification. ln addition, it was not clear why the training was not
done locally to minimize on the expenditure. Further, the board expenditure on seminars
and conferences include an amount of Kshs.993,220 that was paid as imprest to two
officers for payment of per diem to board members attending a devolution conference in

Kakamega and Mombasa ASK show. However, the imprest were directly expensed under
board expenses. The seminars and conferences expenditure also includes an un-
supported balance of Kshs.3,923,119 described as transfer to provisions. Although
management has explained that these are imprest issued for board expenses and
wrongly described as transfers to provisions, no evidence was availed to support this
claim.

Under the circumstances, the propriety of board expenses of Kshs.38,613,988 for the
year ended 30 June 2018 could not be confirmed.

9. Claims Payable

The statement of financial position reflects claims payable balance of Kshs.540,013,236
as at 30 June 2018 and includes claims due to Kenyatta National Hospital (KNH) talling
to Kshs.55,276,819. However, information available indicate that the records at KNH

reflects that the Fund owes KNH Kshs.712,187,O22 in un-paid claims resulting in

Report tt'the Auditor-General on the Finunc'ial Statements of National Hospital Insurance Fttnd./br the year ended
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affected delivery of the intended services to the public. Therefore, there is need for the
Fund to review its budget making process with a view to coming up with a vibrant budget
implementation follow up mechanism and feedback process with a view to ensuring that
all projects and activities are implemented as planned for the Fund to meet its mission
and objectives for the benefits of the Citizens of Kenya.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion and Conclusion on Lavrrfulness and
Effectiveness in Use of Public Resources sections of my report, based on the audit
procedures performed, I confirm that public resources have not been applied lavrrfully and
in an effective way.

Basis for Conclusion

Non Compliance with Public Procurement and Assets Disposa! Act, 2015

During the year under review, the Fund engaged a Company for provision lT related
services including emailing filtering solution at a total cost of Kshs.1 1,323,440 out of which
an amount of Kshs.944,574 was paid in advance leaving an outstanding balance of
Kshs.10,378,866 as at 30 June 2018. However, the Company was identified through
quotations despite the amounts exceeding maximum threshold of Kshs.2,000,000 for
quotations as contained in the Public Procurement Regulations. This is also contrary to
Section 96 of the Public Procurement and Assets Disposal Act, 2015 which require the
Accounting Officer to take such steps as are reasonable to bring the invitation to tender
to the attention of all those who may wish to submit tenders. Management was therefore
in breach of the law and the propriety and value for money of the related expenditure
totalling to Kshs. 11 ,323,440 for the year ended 30 June 2018 could not be confirmed.

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)(a) of the Public Audit Act, 2015, because of the significance
of the matters discussed in the Basis for Adverse Opinion section of my report, based on

Regtrt of'the Autlito)r($neral on the Financial Stutements ol'National Hospital Insurance Fund.fttr the year ended
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the audit procedures performed, I confirm that internal controls, risk management and
overall governance were not effective.

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. 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 governance were
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.

Responsibilities of Management and Those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual

Basis) and for maintaining effective internal control as management determines is

necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

ln preparing the financial statements, management is responsible for assessing the
Fund's ability to continue as a going concern / sustain services, disclosing, as applicable,
matters related to sustainability of services and using the applicable basis of accounting
unless the management either intends to liquidate the Fund or to cease operations, or
have no realistic alternative but to do so.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions 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.

Those charged with governance are responsible for overseeing the Fund's revenue
reporting process, reviewing the effectiveness of how the entity 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 governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

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 auditor'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. Reasonable assurance is a high level of assurance, but

Report ol'the Auditor-Generul on the Finunciul Stutemenls d Ncttional Hospital Insuranc'c F'
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is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness 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
complianoe with the authorities that govern them in accordance with the provisions of
Article 229(6) of the Constitution and submit the audit report in compliance with Article
229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and review of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7 (1) (a) of the Public Audit Act, 2015 and
submit the audit report in compliance with Article 229(7) of the Constitution. My
considerati of the internal control would not necessarily disclose all matters in the
internal I that might be material weaknesses under the lSSAls. A material
weakness i a condition in which the design or operation of one or more of the internal
control nts does not reduce to a relatively low level the risk that misstatements

m and instances of non-compliance. Also, projections of any evaluation of
to future periods are subject to the risk that controls may becomeeffectiveness

inadequate se of changes in conditions, or that the degree of compliance with the
Fund's pol and procedures may deteriorate

As part of an audit conducted 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
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 e appropriateness of the management's use of the going concern basis
and, based on the audit evidence obtained, whether a material

uncertai sts related to events or conditions that m cast si nificant doubt on
of accounti
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the Fund's ability to continue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor'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 Fund's to
cease to continue to sustain its services.

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.

a Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund's to express an opinion on the financial statements.

o 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 controlthat 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.

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

23 May 2019
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NATIONAL HOSPITAL 
'NSURANCE 

FUND
Reports ond Finonciol Statements
For the yeor ended June 30, 2018

STAT T OF COMPREHENSIVE INCOME FOR YEAR ENDED

Note 2018

KesREVENUES

Contributions from NHS

2017

Kes

Surplus from CS Medical Scheme

Surplus from NPS & KPS Medical Scheme

llt
Surplus from Secondary Sch. Medical
Scheme
Surplus

Surplus frotn HISP (OPPSD) Program

Surplus from County Medical Scheme

Surplus from Parastatat & Other Private
Schemes
Free Maleririty Program

Other lncomes

TOTAL REVENUES

OPERATING EXPENSES

NHS Benefit Expenses

Free Maternity Benefit Expenses

Staff Costs

Expenses

Other Operating Expenses

Deprecir{iorlr of PPe

1r{, 
HlsP ovc Program

33,041 ,643,709 29,858,615,338

44,624,453 1 66,385,569

738,729,480

826,507,907

625,599,609 222,474,774

11 173,961,218

12 225,200,070 165,332,706

13 160,268,109 98,445,025

14 1,488,450,869 28,172,808

15 2,188,839,018 2,108,495,639

39,51 3,824,440 32,647,921,860

16 79,486,946,645 21,963,838,108

14 1,488,450,869 28,172,808

17 4,179,069,661 4,715,908,503

18 38,613,988 27,360,517

19 2,902,069,967 2,432,660,856

20 565,905,017 586,740,096

6

7

8

9

10

Board

Amortization of lntangible Assets
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Total Operating Expenses

Operating Surplus

Finance Expenses

Surplus Before Taxation

Tax Expense

SURPLUS AFTER TAXATION

(38,668,659,4241 (29,761,650,5571

2,886,271,303

(767,603,821)

2,618,667,482

(767,077,394)

2,351,590,088

22

23

845,165,O17

(315,770,266)

529,394,750

(233,471,884)

295,922,867
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STAT NT OF FINANCIAL POSITION AS AT 30 JUNE 2018

Note 2018

KesAS

rnt Assets

Plant and Equipment

Assets

ments

14,172,454,327

8,236,882

17,332,506

34,200,000

911,125,980

385,342,946

15,473,692,641

4,787,930,583

17,787,153,816

3,951,353,501

26,526,437 ,899

42,000,130,540

12,209,923,340

22,694,889,981

34,9O4,813,321

540,013,236

5,446,826,194

36,615,826

1,071,861,963

7,095,317,219

42,OO0,130,540

2017

Kes

13,103,788,341

15,840,158

16,825,997

34,200,000

734,425,755

69,507,912

13,974,587,658

5,317,399,455

16,879,113,329

1,231,463,271

23,427,976,055

37,402,563,713

12,209,923,340

22,398,967,115

34,608,890,455

290,774,877

1,350,647,455

40,042,787

1,112,208,138

2,793,673,258

37,4O2,563,712

Mo
Fixed

Recei - South B Estate

lnvestments (Bonds)

Long Deposits

20

21

24

25

26

27

28

29

30

31

32

33

34

35

36

Unq

Total urrent Assets

Curre

Trade Other Receivables

Short Deposits

Cash k Batances

Total Assets

TOTAL

EQU LIABILITIES

Capital Reserves

Accum Fund

Surptus

Total I and Reserves

Curre lities

Claims bles

Other Payables

Tax

Liabitities

Totat C

TOTAL

Liabilities

AND LIABILITIES

59

Property,

lntangi

Provision



NATIONAL HOSPITAL 
'NSURANCE 

FUND
Reports and Finonciol Statements
For the ended June 30, 2018

The financial statements on pages 57 to 107 were approved by the Board of Ma

...............and signed on its behatf by:

Ag. Chief Executive Officer Ag. Head of Finance Chairperson

-HdSJ
Mr. Nicodemus O. Odongo Mr. Bernard K. Njenga

ICPAK Membership

No. 4975

Mrs. Hannah W. ithi EBs

on
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At July 1, 2016
Changes in the year / Total comprehensive
income
At June 30,2017

At Juty 1, 2017
Changes in the year I Total comprehensive
income
At 30th June, 2018

12,209,923,340 20,047,377,027 32,257,30O,367

12,209,923,34O

( ( (

12,2O9,923,340 22,398,967,115 34,608,890,455

7,351,590,088

22,398,967,115

295,922,867

22,694,889,981

7,351,590,088

34,608,890,455

295,927,867

34,9O4,813,32112,209,923,340

6t

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2018

Accumulated Fund Retained Earnings

Kes Kes

Total

\.
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Notes

37

23

201 8
Kes

4,065,270,966
(733,471,884)

8,524,260

1,860,220,651

4,493,486

(176,700,7261

(315,835,034)

(203,868,367)

1,263,871,714
(767,077,394)

996,794,320

Kes

OPERATING ACTIVITIES
Cash generated/used from/in
operations
Tax Paid
Net cash generated from
operating activities

!NVESTING ACTIVITIES
Purchase of property, plant and
equipment
Purchase of Intangible Assets

Proceeds from disposal of
property, plant and equipment
Interest from investment

Proceeds from sale of South B

estate
Purchase of Long term Deposit

(Purchase)/Redem ption of
unquoted investment
Net cash used in investing
activities

3,831 ,799,O83

(1,584,571,004) (849,008,736)

(22,809,828)

20

21

15

15

24

76

27

1,72

8,436,712

1,921,042

2,738,114

061 ,398)

1

(4,

16 ,529,528

883,745,433

INCREASE/DECREASE IN CASH AND
cAsH EQUTVALENTS 3,627,930,716 1,880,539,753

cAsH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR

37(a)
18,110,576,600 16,230,036,846

cAsH AND CASH EQUTVALENTS AT
END OF THE PERIOD 21,738,507,316 18,110,576,600

The notes set out on pages 57 to 107 are an integra[ part of these financia[ statements

62

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2018
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDED J UNE 30 18

INCOME

NationaI Scheme

lnterest from lnvestment

RentaI lncome

CiviI Servants Medicat
Scheme
NPS & KPS Medical Schemes

Free maternity (Linda Mama)

HrsP (ovc)

HrsP (oPPSD)

County Schemes

Parastatals MedicaI Schemes

TOTAL INCOME

RECURRENT EXPENDITURE

(a) Personnel Emotuments

2017t2018
Kes

36,647,811,354

1 ,259,797 ,974

319,177 ,559

3,626,651,049

5,400,000,000

93,994,551

47,337,412,394

2017t2018
Kes

(2,951,049)

3,589,354,170

(1,552,000,000)

962,530,000

252,000,000

418,614,620

590,032,349

4,257,580,O91

2017t2018
Kes

36,647,811,354

1 ,259,787 ,874

319,177 ,559

3,623,700,000

3,589,354, 1 70

3,848,000,000

962,530,000

252,000,000

507,599,171

590,032,349

2017t2018
Kes

33,035,766,914

1,860,091,51 1

316,295,629

5,095,519,993

4,035,905,560

2,961,575,953

199,000,000

653,260,500

1,095,729,932

49,242,494,591

2017t2018
Kes

2017t2018
o//o

(3,617,044,5401

600,303,637

(2,881,9291

1,471,819,893

446,451,390

(886,474,1471

(962,530,000)

(63,000,000)

150,661,329

505,1 96,493

-10%

48%

-1%

41%

12%

-23%

-100%

-25%

30%

Notes

No.

38a

38b

38c

38d

38e

38f

38g

38h86%

51,594,992,475 (2,352,497,894)

4,225,040,316 44,973,392 4,270,013,699 4,179,069,661

63

90,944,037 2%

Original Budget Adjustments Variance
Percentage
Difference
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(b) Administration ExPenses

(c)Tax Expense

(d)Finance Cost

Total Admin. Expenses

Benefits Expenses

Nationat Scheme

CiviI Servant MedicaI Scheme

NPS/ KPS Medical Schemes

Free Maternity

HrsP (ovc)

HrsP (oPPSD)

County Schemes

Parastatats Medicat Schemes

Total Benefit Expenses

TOTAL RECURRENT
EXPENSES

SURPLUS

2,881,594,228

'188,968,181

311,374,195

7,606,976,92O

29,048,189,800

3,626,651,048

5,400,000,000

83,984,551

38, 1 58,825,399

45,765,802,319

1,571,610,065

3,001,671,776

188,968,181

211,374,195

7,672,027 ,350

3,040,600,932

196,158,552

315,769,968

7,732,065,114

(38,929,656)

(7,190,371)

(104,395,696)

(59,571 ,7641

(547,061,1481

(136,560,547)

200,326,355

2,359,549,131

481,220,109

136,161,218

9,1 89,338

(299,149,1481

2,203,675,3O8

2,143,637,544

208,860,340

170,077,048

(100,000,000)

65,050,430

-1%

-4%

-33%

-4%

159%

143%

174%

-37%

38i

38j

38k

38 I

38m

(1,032,350,500)

(184,136,048)

3,050,951,045

(1,552,000,000)

8'18,150,500

214,200,000

343,274,745

501,527,497

2,159,567,239

2,224,617,669

2,032,962,422

28,01 5,839,300

3,447,515,000

3,050,951,045

3,848,000,000

818,150,500

214,700,000

427 ,209,796

501,527,497

40,318,392,638

47,99O,419,988

3,604,572,487

28,562,900,448

3,579,075,547

2,850,624,690

1,488,45Q,869

336,930,391

78,038,782

418,019,958

800,676,645

38,114,717,331

45,846,782,444

3,395,712,147

2%

7%

2%
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Statement of Reconciliation of ActuaI Amounts on a Comparable Basis included in the Statement of ComParison of Budget

and Actual Amounts as Per Statement of Financial Performance:
i. The statement of comparison of budget and actual amounts ex€tudes other incomes as revenue which are inctuded in

the Statement of Comprehenslve lncome tike Ageocy Commissions, Miscettaneous Receipts and Proceeds on Disposal

totatliEg lGs. +2,322,739.
ii. lncome from Civil Servants Medical Scheme in the statement of comparison of budget and actual amounts has actual

revenue received in the year which inctudes paid up arrears for prior years white in the Statement of Comprehensive

lncome is reported surptus after deducting benefits incurred by the members of the scheme giving a difference of Kes.

5,O54,287,662.
iii. lncome from NPS & KPs, Free Maternity, HISP-OPPSD, County and Parastatat medicat schemes in the statement of

comparison of budget and actual amounts has actuaI revenue received in the year white Statement of Comprehensive
lncome is reported surptus after deducting benefits incurred by the members of the scheme giying a difference of Kes.

6,717,270,765.
iv. There were no payments received for HISP OVC thus the nit income in the statement of comparison of budget and

actua[ amounts white the Statement of Comprehensive lncome is reported surptus after deducting benefits incurred
by the members of the scheme basing the revenue on accrued income. This gives a variance of Kes. -481,594,050

v. lncome from Secondary school student's medicat scheme had not been budgeted for thus exctuded in the statement
of comparison of budget and actuat amounts but its surptus of Kes. -826,507,907 is reported in the Statement of
Comprehensive lncome.

vi. Total Operating Expenses in the statement of comparison of budget and actual amounts exctudes depreciation,
amortization and benefit expenses on enhanced schemes att totatting Kes.7, 307,626,715 which are reported in the
statement of comprehensive income and separatety in the notes respectivety.

vii. Tax Expense in the statement of comparison of budget and actual amounts exctudes VAT on property (Kes. 37,250,527)
which is inctuded in the statement of comprehensive income.

PFM Act section 81(2) ii and iv requires a Nationat Government entity to present appropriation accounts showing the status of each vote compared
with the appropriation for the vote and a statement explaining any variations between actuat expenditure and the sums voted. IFRS does not require
entities comptying with IFRS standards to prepare budgetary information because most of the entities that appty IFRS are private entities that do not
make their budgets publicly avaitabte. However, for public sector entities, the PSASB has considered the requirements of the PFM Act, 2012 which
these statements compty with, the importance that the budgetary information would provide to the users of the statements and the fact that the
pubtic entities make their budgets pubticly avaitabte and decided to jnclude this statement under the IFRS compliant financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL INFORMATION

NHIF is estabtished by and derives its authority and accountabitity from NHIF Act. The

Fund is whotty owned by the Government of Kenya and is domicited in Kenya. The

Fund's principat activity is receiving of contributions and paying of benefits to its
members.

For Kenyan Companies Act reporting purposes, the batance sheet is represented by

the statement of financial position and the profit and loss account by the statement
of profit or loss and other comprehensive income in these financial statements

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historicat cost basis. The
preparation of financial statements in conformity with lnternational Financial
Reporting Standards (IFRS) attows the use of estimates and assumptions. lt atso

requires management to exercise judgment in the process of apptying the Fund's

accounting poticies. The areas invotving a higher degree of judgement or comptexity,
or where assumptions and estimates are significant to the financiat statements, are
disctosed in Note 5.

The financial statements are presented in Kenya Shittings (Kes), which is atso the
functional and reporting currency of the Fund.

The financial statements have been prepared in accordance with the PFM Act, the
State Corporations Act, IPSAS 24, NHIF Act and lnternational Financial Reporting

Standards (IFRS). The accounting poticies adopted have been consistentty apptied to
att the years presented.

The financiat statements comprise the statement of comprehensive income,

statement of financial position, statement of changes in equity, statement of cash

ftows, and notes.

3 APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING

STANDARDS (|FRS)

Relevant new standards and amendments to pubtished standards effective for the
year ended 30 June 2018

i.
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Amendment /
lnterpretation
to a standard

Effective date lmpact

IFRS 9:
FinanciaI
lnstruments

(lssued 24 July
2014)

Effective for
annual periods
beginning on or
after 1 January
201 8

Finatized version of IFRS 9 which contains accounting
requirements for financial instruments, reptacing IAS 39
Financial lnstruments: Recognition ond lAeasurement.

The standard contains requirements in the fottowing
areaS:

Classification and measurement. FinanciaI
assets are classified by reference to the business
model within which they are hetd and their
contractua[ cash ftow characteristics. The 2014
version of IFRS 9 introduces a 'fair vatue through
other comprehensive income' category for
certain debt instruments. FinanciaI tiabitities are
ctassified in a simitar manner to under IAS 39,
however there are differences in the
requirements apptying to the measurement of an
entity's own credit risk.
lmpairment. The 2014 version of IFRS 9

introduces an 'expected credit [oss' model for the
measurement of the impairment of financial
assets, so it is no longer necessary for a credit
event to have occurred before a credit loss is
recognised
Hedge accounting. lntroduces a new hedge
accounting model that is designed to be more
ctosety atigned with how entities undertake risk
management activities when hedging financial
and non-financiat risk exposures
Derecognition. The requirements f or the
derecognition of financia[ assets and liabitities
are carried forward from IAS 39

The management have evatuated the impact of this new
standard and interpretation and had no significant
impact on the organization's financial statements.

a

a

IFRS 15:
Revenue fro
Contracts wi
Customers

m
th

Appticabte to an
entity's first annual
IFRS financial
statements for a
period beginning

IFRS 15 provides a singte, principtes based five-step
model to be apptied to att contracts with customers.

The five steps in the model are as fottows:

. ldentify the contract with the customer

ll
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Amendment /
lnterpretation
to a standard

Effective date lmpact

(lssued 28 May
2014)

on or after 1

January 201 8

ldentify the performance obligations in the
contract
Determine the transaction Price
Attocate the transaction price to the
performance obligations in the contracts
Recognise revenue when (or as) the entity
satisfies a performance obtigation.

Guidance is provided on topics such as the point in
which revenue is recognised, accounting for variabte
consideration, costs of futfitting and obtaining a

contract and various retated matters. New disctosures
about revenue are atso introduced.

The management have evatuated the impact of this new
standard and interpretation and had no significant
im t on the nization's financiaI statements.

a

a

a

IFRIC 22:
Foreign
Currency
Transactions
and Advance
Consideration

(lssued I
December 2016)

Appticabte to
annua[ reporting
periods beginning
on or after 1

January 2018

The interpretation addresses foreign currency
transactions or parts of transactions where:

there is consideration that is denominated or
priced in a foreign currency;
the entity recognises a prepayment asset or a
deferred income tiabitity in respect of that
consideration, in advance of the recognition of
the retated asset, expense or income; and
the prepayment asset or deferred income
tiabitity is non-monetary.

The lnterpretations Committee came to the fottowing
conclusion:

The date of the transaction, for the purpose of
determining the exchange rate, is the date of
initiat recognition of the non-monetary
prepayment asset or deferred income tiabitity.
lf there are muttipte payments or receipts in
advance, a date of transaction is estabtished for
each payment or receipt.

a

a

a

a

a

The management have evatuated the impact of this new
standard and interpretation and had no significant
im act on the o anization's financiaI statements.

68



.NATIONAL HOSPITAL INSURANCE FUND
Reports and Financial Statements
For the Wor ended June 30,2018

Amendment /
Interpretation
to a standard

Effective date lmpact

Recognition of
Deferred Tax
Assets for
Unreolised
Losses
(Amendments
to IAS 12)

(lssued 19
Jonuary 2016)

Effective for
annual' periods
beginning on or
after 1 January
7017

Amends IAS 12 lncome Taxes to ctarify the fottowing
aspects:

Unreatised losses on debt instruments measured
at fair vatue and measured at cost for tax
purposes give rise to a deductibte temporary
difference regardless of whether the debt
instrument's hotder expects to recover the
carrying amount of the debt instrument by sate
or by use.
The carrying amount of an asset does not limit
the estimation of probable future taxabte
profits.
Estimates for future taxable profits exctude tax
deductions resutting from the reversat of
deductibte temporary differences.
An entity assesses a deferred tax asset in
combination with other deferred tax assets.
Where tax law restricts the utitisation of tax
[osses, an entity woutd assess a deferred tax
asset in combination with other deferred tax
assets of the same type.

a

The management have evaluated the impact of this new
standard and interpretation and had no significant
impact on the organization's financial statements.

Disclosure
lnitiative
(Amendments
to IAS 7)

(lssued 29
January 2016)

Effective for
annua[ periods
beginning on or
after 1 January
2017

Amends IAS 7 Stotement of Cash Flows to ctarify that
entities shatl provide disctosures that enabte users of
financial statements to evatuate changes in tiabitities
arising from financing activities.

The management have evatuated the impact of this new
standard and interpretation and had no significant
impact on the organization's financial statements.

Clarifications
to IFRS 15
'Revenue from
Contracts with
Customers'

Effective for
annua[ periods
beginning on or
after 1 January
2018

Amends IFRS 15 Revenue f rom Controcts with
Customers to ctarify three aspects of the standard
(identifying performance obtigations, principal versus
agent considerations, and ticensing) and to provide
some transition retief f or modified contracts and
compteted contracts.
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Amendment /
!nterpretation
to a standard

Effective date lmpact

(lssued 12 April
2016)

The management have evatuated the impact of this new
standard and interpretation and had no significant
im t on the nization's financiaI statements.

Classification
and
Meosurement
of Shore-based
Poyment
Transoctions
(Amendments
to IFRS 2)

(lssued 20 June
2016)

Effective for
annua[ periods
beginning on or
after 1 January
201 8

Amends IFRS 2 Share'bosed Payment to clarify the
standard in retation to the accounting for cash-settled
share-based payment transactions that inctude a

performance condition, the ctassification of share-
based payment transactions with net setttement
features, and the accounting for modifications of share-
based payment transactions from cash-settted to
equity-settted.

The management have evatuated the impact of this new
standard and interpretation and had no significant
impact on the organization's financial statements.

Applying IFRS 9
'Finoncial

lnstruments'
with IFRS 4
'lnsurance
Controcts'
(Amendments
to IFRS 4)

(lssued 12

September
201 6)

Overtay approach
to be apptied when
IFRS 9 is first
apptied. DeferraI
approach effective
for annual periods
beginning on or
after 1 January
2018 and onty
availabte for three
years after that
date

Amends IFRS 4 lnsuronce Contracts provide two options
for entities that issue insurance contracts within the
scope of IFRS 4:

an option that permits entities to rectassify, from
profit or loss to other comprehensive income,
some of the income or expenses arising from
designated financial assets; this is the so-catted
overtay approach;
an optiona[ temporary exemption from apptying
IFRS 9 for entities whose predominant activity is
issuing contracts within the scope of IFRS 4; this
is the so-catted deferral approach.

The apptication of both approaches is optional and an
entity is permitted to stop apptying them before the
new insurance contracts standard is apptied.

The management have evatuated the impact of this new
standard and interpretation and had no significant
im on the nization's financiaI statements.

a

Transfers of
lnvestment
Property
(Amendments
to IAS 40)

Effective for
annua[ periods
beginning on or
after 1 January
2018

The amendments to IAS 40 lnvestment Property:

Amends paragraph 57 to state that an entity shatt
transfer a property to, or from, investment
property when, and onty when, there is evidence
of a change in use. A change of use occurs if
property meets, or ceases to meet, the

a
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Amendment /
lnterpretation
to a standard

Effective date lmpact

(lssued 8
December 2016)

a

The management have evatuated the impact of this new
standard and interpretation and had no significant
impact on the organization's financia[ statements.

definition of investment property. A change in
management's intentions for the use of a
property by itsetf does not constitute evidence
of a change in use.
The tist of examptes of evidence in paragraph
57(a) - (d) is now presented as a non-exhaustive
list of examples instead of the previous
exhaustive [ist.

Annuol
lmprovements
to IFRS

Standards 2014-
2016 Cycle

(lssued 8
December 2016)

The amendments
to IFRS 1 and IAS

28 are effective for
annua[ periods
beginning on or
after 1 January
2018, the
amendment to IFRS

12 for annual
periods beginning
on or after 1

January 2017

a

Makes amendments to the fottowing standards:

IFRS 1 Deletes the short-term exemptions in
paragraphs E3-E7 of IFRS 1, because they have
now served their intended purpose
IFRS 12 - Ctarifies the scope of the standard by
specifying that the disctosure requirements in
the standard, except for those in paragraphs
810-816, appty to an entity's interests tisted in
paragraph 5 that are ctassified as hetd for sate,
as hetd for distribution or as discontinued
operations in accordance with IFRS 5 Non-current
Assets Held for Sole and Discontinued Operotions
IAS 28 - Clarifies that the etection to measure at
fair vatue through profit or loss an investment in
an associate or a joint venture that is hetd by an
entity that is a venture capita[ organisation, or
other quatifying entity, is avaitable for each
investment in an associate or joint venture on an
investment-by-investment basis, upon initiat
recognition.

a

a

The management have evatuated the impact of this new
standard and interpretation and had no significant
impact on the organization's financial statements.
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ii New and amended standards and interpretations in issue but not yet effective in

the year ended 30 June 2018

Amendment /
lnterpretation
to a standard

Effective date lmpact

IFRS 16: Leases

(lssued 13

Jonuary 2016)

Appticabte to
annuaI reporting
periods beginning
on or after 1

January 2019

IFRS 16 specifies how an IFRS reporter witt recognise,
measure, present and disctose leases. The standard
provides a singte [essee accounting modet, requiring
lessees to recognise assets and tiabitities for att
leases untess the [ease term is 12 months or less or
the undertying asset has a low vatue. Lessors
continue to classify leases as operating or finance,
with IFRS 16's approach to lessor accounting
substantiatty unchanged from its predecessor, IAS

17.

The management have evatuated the impact of this
new standard and interpretation and had no
significant impact on the organization's financial
statements.

IFRS 17
lnsurance
Controcts

(lssued 18 Moy
2017)

Appticabte to
annuaI reporting
periods beginning
on or after 1

January 2021

IFRS 17 requires insurance tiabitities to be measured
at a current futfittment vatue and provides a more
uniform measurement and presentation approach
for att insurance contracts. These requirements are
designed to achieve the goal of a consistent,
principte-based accounting for insurance contracts.
IFRS 17 supersedes IFRS 4lnsurance Contracts as of
1 January 7021.

The management have evatuated the impact of this
new standard and interpretation and had no

significant impact on the organization's financial
statements.

IFRIC 23:
Uncertainty
over lncome
Tax Treatments

(lssued 7 June
2017)

Appticabte to
annual' reporting
periods beginning
on or after 1

January 2019

The interpretation addresses the determination of
taxabte profit (tax loss), tax bases, unused tax
[osses, unused tax credits and tax rates, when there
is uncertainty over income tax treatments under IAS

17. lt specificatty considers:

Whether tax treatments shoutd be considered
cotlectivety
Assumptions f or taxation authorities'
examinations

a
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The determination of taxabte profit (tax [oss),
tax bases, unused tax losses, unused tax
credits and tax rates
The effect of changes in facts and
circumstances

The management have evatuated the impact of this
new standard and interpretation and had no
significant impact on the organization's financial
statements.

Prepoymept
Features,ivith
Negotive
Compensqtion
(Amendmdnts
to IFRS 9)

(lssued 12

October 2A17)

Annuat periods
beginning on or
after 1 January
2019

Amends the existing requirements in IFRS 9
regarding termination rights in order to attow
measurement at amortised cost (or, depending on
the business modet, at fair vatue through other
comprehensive income) even in the case of negative
compensation payments.

The management have evatuated the impact of this
new standard and interpretation and had no
significant impact on the organization's financial
statements.

Long-term
lnterests in
Associates ond
Joint Ventures
(Amendments
to IAS 28)

(lssued 12
October 7017)

Annual periods
beginning on or
after 1 January
2019

Ctarifies that an entity appties IFRS 9 Financiol
lnstruments to long-term interests in an associate or
joint venture that form part of the net investment
in the associate or joint venture but to which the
equity method is not apptied.

The management have evatuated the impact of this
new standard and interpretation and had no
significant impact on the organization's financial
statements.

Annual
lmprovements
to IFRS

Standards
2015-2017
Cycle

(lssued 12

December
2017)

Annuat periods
beginning on or
after 1 January
2019

Makes amendments to the fottowing standards:

a

a

IFRS 3 and IFRS 11 - The amendments to IFRS

3 ctarify that when an entity obtains control
of a business that is a joint operation, it
remeasures previousty hetd interests in that
business. The amendments to IFRS 11 ctarify
that when an entity obtains joint controt of a
business that is a joint operation, the entity
does not remeasure previousty hetd interests
in that business.
IAS 12 - The amendments ctarify that the
requirements in the former paragraph 528 (to
recognise the income tax consequences of
dividends where the transactions or events
that generated distributabte profits are
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recognised) appty to att income tax
consequences of dividends by moving the
paragraph away from paragraph 52A that onty
deats with situations where there are
different tax rates for distributed and
undistributed profits.
IAS 23 - The amendments clarify that if any
specific borrowing remains outstanding after
the retated asset is ready for its intended use
or sate, that borrowing becomes part of the
funds that an entity borrows generally when
calcutating the capitatisation rate on general
borrowings.

The management have evatuated the impact of this
new standard and interpretation and had no
significant impact on the organization's financial
statements.

a

Plan
Amendment,
Curtoilment or
Settlement
(Amendments
to IAS 19)

(lssued 7
Februory 2018)

AnnuaI periods
beginning on or
after 1 January
2019

The amendments in Plon Amendment, Curtoilment
or Settlement (Amendments to IAS 19) are:

lf a ptan amendment, curtaitment or
setttement occurs, it is now mandatory that
the current service cost and the net interest
for the period after the remeasurement are
determined using the assumptions used for
the remeasurement.
ln addition, amendments have been inctuded
to ctarify the effect of a ptan amendment,
curtaitment or setttement on the
requirements regarding the asset ceiting.

a

a

The management have evatuated the impact of this
new standard and interpretation and had no
significant impact on the organization's financial
statements.

Amendments to
References to
the Conceptuol
Fromework in
IFRS Standords

(lssued 29
Morch 2018)

AnnuaI periods
beginning on or
after 1 January
2020

Together with the revised Conceptual Fromework
pubtished in March 2018, the IASB also issued
Amendments to References to the Conceptual
Fromework in /FRS Standords. The document
contains amendments to IFRS 2, IFRS 3, IFRS 6, IFRS

14, IAS 1, IAS 8, IAS 34, IAS 37, IAS 38, IFRIC 12, IFRIC

19, IFRIC 20, IFRIC 22, and SIC-32. Not att
amendments, however update those
pronouncements with regard to references to and
quotes from the framework so that they refer to the
revised Conceptual Framework. Some
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pronouncements are onty updated to indicate which
version of the framework they are referencing to
(the IASC framework adopted by the IASB in 2001,
the IASB framework of 2010, or the new revised
framework of 2018) or to indicate that definitions in
the standard have not been updated with the new
definitions devetoped in the revised Conceptual
Framework.

The management have evatuated the impact of this
new standard and interpretation and had no
significant impact on the organization's financial
statements.

(iii )

4.

a)

The Directors do not ptan to appty any of the above until they become effective.
Based on their assessment of the potential impact of apptication of the above, they
do not expect that there witl be a significant impact on the company's financial
statements.

Eorly odoption

The Fund did not earty adopt any new standards and/or interpretation that are in
issue but not yet effective.

SUAAIilARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting poticies adopted in the preparation of the financial
statements are set out betow.

Revenue Recognition

Revenue is recognised to the extent that it is probabte that future economic benefits
witl ftow to the Fund and the revenue can be retiabty measured. Revenue is

recogrlised at the fair vatue of consideration received or expected to be received in

the ordinary course of the Fund activities, net of vatue-added tax (VAT), where
appticabte, and when specific criteria have been met for each of the Fund activities
as described betow.

i) Revenue is generatty recognized in the income statement on accrual basis.

Best estimates of what is receivabte are inctuded in the accounts.

ii) Finance income comprises interest receivabte from bank deposits and

investment in securities, and is recognised in profit or [oss on a time
proportion basis using the effective interest rate method.

iii) Rentat income is recognised in the income statement as it accrues using the
effective lease agreements.

li
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iv) Other income is recognised as it accrues.

b) Benefit Expenses (Claims)

These are payments on ctaims to health care providers and general ctaimants arising

from hospitatization and any other goods or services incurred by the Fund for the

direct benefit of the contributor in the approved and accredited heatth care providers.

Heatth care providers report claims upon admission by way of notification and upon

discharge, the heatth care provider presents to the Fund the ctaims for payment.

Ctaims are recognized as tiabitities onty after verification. The average tength of stay

in the heatth care providers is 5 days. Ctaims not received within 90 days from date of
discharge are not admissibte.

At the ctose of business on 30 June of the financial period, any vatid ctaims not
presented to the Fund are automaticatty accounted for in the subsequent financial
period.

c) Property, Plant And EquiPment

Att categories of property, ptant and equipment are recorded at cost less accumulated

depreciation and impairment losses.

d) Depreciation and lmpairment of Property, Plant And Equipment

Freehotd land and capital work in progress are not depreciated. Capitat work in
progress retates mainty to the costs of on-going but incomptete works on buitdings and

other civil works and instaltations.

Depreciation on property, ptant and equipment is recognised in the income statement

on a straight-tine basis to write down the cost of each asset or the re-vatued amount

to its residual vatue over its estimated useful tife. The annual rates in use are:

Buitdings and civiI works

Ptant and machinery
Motor vehictes, inctuding motor cyctes

Computers and retated equipment
Office equipment, furniture and fittings

25 years or the unexpired lease period

12.5 years

4 years

3 years

12.5 years

e) lntangibte Assets

lntangibte assets comprise purchased computer software licences, which are

capitatised on the basis of costs incurred to acquire and bring to use the specific

software. These costs are amortised over the estimated useful tife of the intangibte

assets from the year that they are avaitabte for use, usually over three years.
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Amortisation and impairment of intangible assets

Amortisation is catcutated on the straight-tine basis over the estimated usefut tife of
computer software of three years.

g) Finance and Operating Leases

Leases which confer substantiatty att the risks and rewards of ownership to the Fund

are classified as finance teases. Upon initiat recognition, the leased asset is measured

at an'amount equal to the [ower of its fair vatue and the present vatue of the

minimum lease payments, and the asset is subsequentty accounted for in accordance

with the accounting poticy appticabte to that asset.

At[ other leases are treated as operating leases and payments made under operating

leases are recognised in profit or [oss on a straight-tine basis over the term of the
lease. Lease incentives received are recognised as an integral part of the total lease

expense over the term of the [ease.

h) Fixed Interest lnvestments (Bonds)

Fixed interest investments refer to investment funds ptaced under Central Bank of
Kenya (CBK) [ong-term infrastructure bonds and other corporate bonds with the

intention of earning interest income upon the bond's disposal or maturity. The bonds

are measured at cost.

i) Unquoted lnvestments

Unquoted investments stated at cost under non-current assets, and comprise equity
shares heLd in other Government owned or controtted entities.

j) Trade and Other Receivables

Trade qnd other receivabtes are recognised at fair vatues less attowances for any

uncottectibte amounts. These are assessed for impairment on a continuing basis. An

estimate is made of doubtful receivabtes based on a review of atl outstanding amounts

at the iear end. Bad debts are written off after atl efforts at recovery have been

exhaustred.

k) Cash and Cash Equivalents

Cash and cash equivatents comprise cash on hand and cash at bank, short-term
deposits on catl and highty tiquid investments with an original maturity of three months

or [ess, which are readity convertibte to known amounts of cash and are subject to
insignificant risk of changes in vatue. Bank account batances inctude amounts hetd at
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the Centrat Bank of Kenya and at various commercial banks at the end of the financiat
year.

l) Trade & Other Payables

These payabtes are non-interest bearing and are carried at amortised cost, which is
measured at the fair vatue of contractual value of the consideration to be paid in
future in respect of goods and services supptied, whether bitted to the Fund or not,
less any payments made to the supptiers.

m) Retirement Benefit Obtigations

The Fund operates a defined contribution scheme for att futt-time employees from
Juty 1 , 7001. The scheme is administered by an in-house team and is funded by
contributions from both the company and its employees. The company also contributes
to the statutory Nationa[ Social Security Fund (NSSF). This is a defined contribution
scheme registered under the Nationa[ Social Security Act. The company's obtigation
under the scheme is [imited to specific contributions legistated from time to time and

is currentty at Kshs. 200 per emptoyee per month

n) Budget information

The originat budget for FY 2016-2017 was approved by the National Assembty on 8th

of June 2016. Subsequent revisions or additional appropriations were made to the
approved budget in accordance with specific approvals from the appropriate
authorities. The additional appropriations are added to the origina[ budget by the
Fund upon receiving the respective approvats in order to conctude the finat budget.
Accordingty, the Fund recorded additionatappropriations 1't March 2017 on the 2016-

2017 budget fottowing the governing body's approvat.

The Fund's budget is prepared on a different basis to the actual income and

expenditure disctosed in the financia[ statements. The financial statements are
prepared on accrua[ basis using a classification based on the nature of expenses in
the statement of financial performance, whereas the budget is prepared on a cash

basis. The amounts in the financial statements were recast from the accrual basis to
the cash basis and rectassified by presentation to be on the same basis as the
approved budget. A comparison of budget and actual amounts, prepared on a

comparabte basis to the approved budget, is then presented in the statement of
comparison of budget and actual amounts.

ln addition to the Basis difference, adjustments to amounts in the financial
statements are atso made for differences in the formats and ctassification schemes

adopted for the presentation of the financial statements and the approved budget.
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A statement to reconcite the actual amounts on a comparable basis inctuded in the
statement of comparison of budget and actual amounts and the actuats as per the
statement of financial performance has been presented under note 38 of these
financiaI statements.

o) Comparative Figures

Where necessary comparative figures for the previous financial year have been

amended or reconfigured to conform to the required changes in presentation.

p) Subsequent Events

There have been no events subsequent to the financial year end with a significant
impact on the financial statements for the year ended June 30,2017.

r) Taxation

The Fund is an appointed agent for Withhotding tax and Vatue Added Tax. Tax payabte

for the current period and prior periods are measured at the amounts expected to be

paid to the tax authorities and in accordance with the VAT Act and the income Tax

act.

Withhotding tax expense retates to lnterest on investment and is deducted from

Surplus before taxation.

SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The preparation of the Fund's financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the

reported amounts of revenues, expenses, assets and tiabitities, and the disctosure of
contingent tiabitities, at the end of the reporting period. However, uncertainty about

these assumptions and estimates coutd result in outcomes that require a material
adjustment to the carrying amount of the asset or tiabitity affected in future periods.

Estimates ond ossumptions

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

uncel'tainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and tiabitities within the next financial
year, are described betow. The Fund based its assumptions and estimates on

pararneters avaitabte when the financial statements were prepared. However,

existing circumstances and assumptions about future devetopments may change due

to market changes or circumstances arising beyond the contro[ of the Fund. Such

changes are reftected in the assumptions when they occur.

5
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Useful lives ond residuol values

The useful tives and residuat vatues of assets are assessed using the fottowing

indicators to inform potentiat future use and vatue from disposat:

. The condition of the asset based on the assessment of experts emptoyed by

the Fund
. The nature of the asset, its susceptibitity and adaptabitity to changes in

technotogy and processes

. The nature of the processes in which the asset is deptoyed

. Avaitabitity of funding to reptace the assets

. Changes in the market in retation to the asset

Provisions

Provisions for bad and doubtfut debts when raised, management determines an

estimate based on the information avaitabte.

Provisions are measured at the management's best estimate of the expenditure
required to settte the obtigation at the reporting date, and are discounted to present

vatue where the effect is materiat.
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NOTES THE FINANCIAL STATEMENTS (coNrD)

BUTIONS

2017
Kes

6

Contribution
Emp loyed Contributions
Contributions
lties

2018
Kes

26,999,176,606
3,880,651,567
1,929,821,320

231,994,217
33,O41,643,709

24,895,219,946
2,765,759,265
7,007,082,353

190,553,775
29,858,615,338

811,049,228
196,970,407
757,911,136

1,485,541,622
438,680,485
190,176,757

This
and

s recognised in accordance with the NHIF Act, through Standard Contributions
tf Emptoyed contributions.

us FRoM crvrl SERVANTS (CS & DS) SCHEME

3,623,700,000 4,036,715,203

7 SURP

us for the Year
3,87O,329,634

166,385,569

entered into a contract with the government to provide private medical
cover to civil servants and members of the disciptined services.

8 SURP L S FROM NPS & KPS MEDICAL SCHEME

3,589,354J74

The
insu

P ums

Life Expenses
ative Expenses

nt Expenses
Expenses

s

T

lized Benefit Packages
n Services

696,076,557
308,467,316
782,842,520

1,142,868,589
448,448,136
200,372,479

3,579,O75,547
44,624,453

126,640,340
371,735,498
843,620,934

1,000,496,638
342,250,527
165,880,753

2,850,624,690
738,729,480

Ft

ife Expenses
Expenses

o Expenses
ln Expenses

Benefit Packages
Services

Total
rplus for the Year
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The Fund entered into a contract with the government to provide private medical
insurance cover to the members Nationa[ Potice Service & Kenya Prisons Service.

9

2018
Kes

SURPLUS FROM SECONDARY SCHOOL STUDENTS MEDICAL SCHEME

849,O85,617

71,507,180
265,330
805,200

22,577,710
826,507,907

241,089,822
14,295,543
81,545,026

336,930,391
625,599,609

2017
Kes

173,243,741
125,700,872
40,056,447

339,001,060
222,474,774

Premiums
Expenses:
Group Life Expenses
Administrative Expenses
Outpatient Expenses
lnpatient Expenses
Speciatized Benefit Packages
Evacuation Services
Expenses
Total Expenses
Deficit/Surplus for the Year

The Fund entered into a contract with the government to provide private medical
insurance cover to Students in Pubtic Secondary Schoots.

10 SURPLUS FROM HISP (OVC) PROGRAM

Premiums
Expenses:
Administrative Expenses
Outpatient Expenses
lnpatient Expenses
Specialized Benefit
Packages
Total Expenses
Surplus for the Year

962,530,000 561,475,833

76,792,314
9,791 ,383

41,455,085

The funds were awarded by the wortd bank through the Ministry of Heatth to the
Fund to administer a Health lnsurance Subsidy programme - OVCT which is aimed at
providing comprehensive medical cover to a setected group of the most vutnerabte
(very poor) in some setected counties in the country.

11 SURPLUS FROM HISP.OPPSD PROGRAM

Premiums
Expenses:
Outpatient Expenses
lnpatient Expenses
Specialized Benefit
Packages

252,000,000
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Total Expenses
Surplus for the Year

12 SURPLUS FROM COUNTY MEDICAL SCHEME

Premiums

78,038,782
173,961,218

201 8
Kes

643,220 028

2017
Kes

404 812 619

The government through the Ministry of Heatth entered into an MOU to administer
a Heatth lnsurance subsidy programme for Otder Persons and Person's with severe
disabitities. This program had been reported under the NHS in the prior year.

The Fund entered into a contract with County Governments to provide private
medical insurance cover to the staff of the counties.

13 PARASTATALS AND OTHER PRIVATE MEDICAL SCHEMES

Grou Life Expenses
Expenses

nt Expenses
Benefit

Evacuation Services
Tdll fxpenses
Surplus for the Year

Premiums
Expenses:
Group Life Expenses
Outpatient Expenses
Inpatient Expenses
Specialized Benefit
Packages
Evacuation Services
Total Expenses
Surplus for the Year

83,397,637
75,778,720

203,81 9,028
55,024,572

418,O19,958
225,20O,O7O

960,944,754

13,345,977
131,440,777
592,335,942

63,554,449

800,676,645
160,268,109

77,089,474
19,483,795

110,940,443
68,478,172

13,488,028
239,479,913
165,332,706

181,803,848

1,717,430
60,756,832
16,903,730

3,ggo,83o
83,358,823
98,445,025

The Fund entered into contracts with parastatals to offer private medical insurance

cover to the emptoyees of the parastatats at a premium.
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14 FREE MATERNITY

Premiums
Expenses:
Ceasarian Delivery Expenses
Normal Delivery Expenses
AntenataI Expenses
Postnatal Expenses
Admi nistrative Expenses
Tota[ Expenses

2018
Kes

1,488,450,869

198,695,425
1,753,550,217

14,960,085
1,508,947

19,736,200
1,488,450,869

2017
Kes

28,172,8O8

17,831 ,808
28,172,808

5,461,000
4,880,000

This is a managed scheme sponsored by the government of Kenya through the Ministry
of Heatth.

15 OTHER INCOMES

lnterest On lnvestments

Hospital Accreditation Fee
859 77,224 1 ,72O,595,195

3,050,000
1

lnterest from Disposal South B

Estate
743,427 1,325,857

Rent From Properties 316,295,629 37?,099,926
Recoveries out of Provision
Agency Commissions 2,032,824 1,916,6U
Miscellaneous Recei ts 1,765,655 1,082 295

712
Total 2,188,839,018 2,108,495,639

Other incomes are those that accrue to the Fund from Short and long term
lnvestments as wetl as services rendered to third parties.

16 BENEFIT EXPENSES

Outpatient Expenses
lnpatient Expenses
Specialized Benefit
Packages
Evacuation Services
Total

5,105,478,234
12,052,847,235
11,404,574,980

924,046,197
29,486,946,645

4,123,176,764
10,765,925,804
7,459,235,540

115,500,000
21,963,838,109

These are medicat benefits paid out to heatth care facilities for providing medical
services to members of the national scheme.
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cosrs

Salary
/ Pension Contributions

.F - Employer Contributions
Allowances

ination Benefits- VER/VSI

STAFF

anent - Ma ent
anent - Unionisable

EXPENSES

Allowance
rs And Conferences
modation
ria
And Per Diem

Atl. & Refreshments
- Local

OPERATING EXPENSES

PersonaI Accident/Group

Expenses /Ex-Gratia
(!
S ptions & Contributions

nses

46,218,138 35,643,454

290,603,799 1 93,069,590

39,580,736 34,678,458

4,534,000 4,016,800

140,078,247 78,243,351

17

18

'19

T

201 8
Kes

2,899,1 35,'t09
307,485,859

4,490,316
967,968,376

4,179,069,661

593

2,343,899,527
295,776,096

4,192,800
948,122,143

1,123,917,936
4,715,908,503

2017
Kes

589
1,175

7,940,0OO
13,115,573
1,922,710

226,666
10, 591,528

970, 850
3,846,661

38,613,988

8,071,000
4,520,868
1,741,910

640,000
8,540,772
1,407,512
2,438,505

27,360,517

20172018

i

Expenses

85

69,371 ,886 59,528,924

T

NO

Mi
Lu

Audit

Legal

1 9

N

1 764

Secu
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Transport Operating Exp.

Transport Allowance

Trave[ & Accommodation

Postage

Telephone Expenses

Official Entertai nment

Electricity, Water & Conservancy

Uniforms & Clothing

Newspapers/ Periodicals/ Books

Printing & Stationery-General

Advertising & Publicity

Security Printing

Show Expenses

Cleaning Materials & Services

Computer Stationary & Material

Rent & Rates

lnsurances and Licenses

Staff Welfare

Training Expenses

Bad Debts Write Off
Maintenance of Office Equipment

Maintenance of Computer

177,874,298 177,007,366

1,134,379

308,658,209

15,178,587

80,978,988

37,416,550

14,355,701

5,702,492

6,769,948

69,781,845

558,666,420

69,752,954

10,603,079

32,759,659

19,347 ,983

1 58,532,506

43,187,934

35,267,264

1,474,488

312,302,013

16,071,974

87,413,169

38,570,51 6

15,647,756

5,967,596

7,146,956

68,725,026

731,980,878

19,91?,926

21,885,765

34,972,703

21,151,723

178,947,371

37,432,298

39,784,850

196,278,493 192,518,433
27,465,038

146,724,663 80,393,842

151,968,200 87,051,152
Total

86

2,902,069,967 2,432,660,856
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20 PROPERTY, PLANT AND EQUIPMENT

Motor
vehlcles,
includlng,

Computers &
related

equipment

Offlce
equipment,
furnlture &

Capital work
in progress

241.7i?J1,9 Buildings TotalLand

motor

EHIMS
(BToA ETRTC)

Kes

298,589,665 9,752,032,989 391,727,457

KesKes

774,311,348

28,519,490

302,830,939

88,891,619

Kes

1,758,592,596

973,387,872

8?7,525,184

85,831,116

91 3,356,300

1,818,624,167

Kes

2,369,164,582

1 52,283,884

843,008,755

54,216,062

897,224,816

1,624,223,649

cosT

At July 1, 2017

Additions

Transfers

Disposals

At 30 June 2018

DEPRECIATION

At July 1, 2017

Charge for the year
Eliminated on
disposa[/transfer

lmpairment loss

At 3O June 2018

NBV At 30 June 2O'18

1,520,317,198

136,13't ,817

- 1,656,449,O15

298,589,665 8,095,593,973

1,037,490,241

458,899,248

1,444,687,484

483,329,187

261,206,532

744,535,719

751,853,77O 1,444,687,484

17,052,280,013

1,584,571,004

3,948,491 ,672

565,905,01 7

4,514,396,690

14,122,454,326

298,589,665 9,752,032,988 391,722,457 2,731,980,468 2,521,449,466 1,496,399,499 1,444,697,494 19,636,951,016

87
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20(a) PROPERW, PLANT AND EQUIPMENT (Kes) (Continued)

ltotor
vehicles,
including,

motor cycles

Computers E
related

equipment

Office
equipment,
furniture &

fittings

TotalBuildings2016t2017 FY Land
EHlrvls

(Broi,tETRlC)
Capital work
in progress

cosT

At July 1, 2016

Additions

Transfers

Disposals
As at 30th June,
2017

DEPRECIATION

At July '1, 2016
Charge for the
year
Eliminated

298,589,665 9,583,454,453

- 16,610,997

- 151 ,967,543

1,384,185,38'l

136,131,817

- 1,52O,317,198

299,589,665 8,231,715,79O

343,746,257

47,976,700

251,576,805

72,734,542

2,139,144,395

403,852,701

(784,404,000)

2,203,758,167

127,483,102

37,923,313

253,086,741

784,4A4,0@

1,634,578,339 16,7O3,271,276

- 849,008,736

(1 89,890,856)

2gg,5g9,665 g,757,O3:.,ggg 3g1 ,722,457 1,758,592,596 2,369,164,582 1,037,490,241 1,444,687,484 17,O52,28O,O13

on

274,311,348

117,411,1O8

928,775,98O

1 20,871,859

(222,122,655)

827,525,184

931 ,067,412

797,213,4O9

45,795,346

943,008,755

'l ,526,155,877

261,206,532

222,122,655

483,329,187

554,161,O54 1,444,687,484

3,948,491,672

'13,103,788,341

disposal/transfer
lmpairment loss

As at 30th June,
2017
NBV as at June
30,2017

88

3,361 ,751 ,576

586,740,096
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21 INTANGIBLE ASSETS

st July

22

Additions
Disposals
As at June 30
Amortization
As at lst July
Charge for the year
As at June 30
NBV as at June 30

FINANCE EXPENSES

Bank Charges
Commissions
TOTAL

23 TAX EXPENSES

With Hotding Tax Expense
Vat Expense - Property AtC
Total

24 RECEIVABLE - SOUTH B ESTATE MORTGAGE

142,313,050 119,503,222
27,809,828

142,313,050 142,313,050

2018
Kes

16,380,663
299,389,603

315,770,266

196,271,356
37,750,527

233,471 ,884

2017
Kes

119,503,772
6,969,670

176,477,897
15,840,158

10,750,654
256,853,167

267,603,821

219,870,013
47,207,381

267,077,394

c )iT

Openirg Balance as at 1st July/
Quarter 16,825,992 29,564,106

Received in the Year
486 1 738 114

Balance Receivable as at June 30 12,332,506 16,825,992

The Fund sotd houses in South B estate to staff members through mortgage at a rate
of 6%. The recovery for the year and batance as at 30 June 2018 is shown above.

25 FrXED INTEREST INVESTMENTS (BONDS)

ln Central Bank of Kenya 12.5% 12-
Year lnfrastructure Bond 34,200,000

34,200,000

34,200,000

34,200,000

89

at

126,477,892
7,643,276

134,076,168
8,236,882
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The Fund has hetd deposits in NBK and KCB as guarantee for staff Car Loan and

Mortgages respectivety issued at negotiated interest rate to the Fund's emptoyees.

27 UNqUOTED !NVESTMENTS

76 LONG TERM DEPOSITS

NBK (Car Loan)
Savings & Loan
Total

Consolidated Bank Shares
MTRH Loan
Total

Civil Servants Scheme Receivables
Electricity Deposit
FueI Deposit
HISP (OVC) Receivable
HospitaI Surcharges
lnterest Receivable
Letter Of Credit
Mpesa Revenue Receivable
Outstanding Contributions
R/D Cheques
Rent Deposit
Rent Receivable
Staff Medical Scheme Deposit A
Staff Receivables
Sundry Prepayments
Telephone Deposits
Temporary lmprest
Tota[ Receivables

Less than 30
Between 30 and 60 days
Between 61 and 90 days
Between 91 and 120
days
Over 120 days

56,446,181
854,679,799

911,125,980

2018
Kes

54,200,000
331,142,946

385,342,946

2017
Kes

55,771,424
678,653,831

734,425,255

54,200,000
15,307,917

69,5O7 ,912

2,068,827,110
1,332,394

150,000

120,057,864
6,500,000

MTRH Loan refers to a loan advanced by the Fund to the Moi Teaching and Referral
Hospitat (MTRH) earning an interest of two and hatf percentage (2.5%) per annum.
The interest is recognised among interest on investments under other incomes.

28 TRADE AND OTHER RECEIVABLES

597,O07,217
1,342,384

150,000
561,475,833
79,182,350

107,110,161
10,000,000
88,076,679

3,143,657,067
13,471,596
33,715,682

151,731,502
3,900,000
3,976,074

15,441,537
253,804

27,488,747
4,787,930,583

2,991,938,368
45,629,971
77,048,334

77,740,677
634,149,611

4,584,302.,327
50,376,995
18,836,495

27,561,635
641,322,004

At June 30, the ageing analysis of the gross trade receivables was as follows:

90

2,852,859,226
11,517,676
26,954,611

161,343,123
3,9oo,ooo
3,794,312
1,987,785

253,804
57,922,060

5,317,399,455
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TER,\A INVESTMENTS
ll Deposits
1l Deposit

Hand
Bank

Cash ansit
Total

201 8
Kes

1 ,505,1 53,81 6

2,300,000,000
8,430,000,000
5,552,000,000

17 ,787 ,1 53,816

1,252,734
3,550,257,345

399,843,472
3,951,353,501

295,922,867

22,694,889,981

201 8
Kes

1 ,100,000,000
3,774,113,329
2,913,000,000
5,240,000,000
4,352,000,000

16,879,113,329

598,545
1,234,864,726

2,351,590,088

22,694,889,981

2017
Kes

2017
Kes

Ca[[ Deposit
Bilts

Bank Call Deposit A/C

The deposits and Treasury Bitts in the stated banks are hetd for periods less than
srx ths.

30 BANK AND CASH BALANCES

Cash

c

KCB

Cash

1,231,463,271

The hrtk of the cash at bank was hetd at Cooperative Bank of Kenya, Equity Bank

and Kenya Commercial Bank, the Fund's main bankers.

ACCUMLqLATED FUND
These arie capital funds hetd by the Fund and represented by the Fund's various
accumutated fixed assets. There were no changes to the accumutated fund during
the year.

Changes in the year
rotall\ 12,209,923,340 12,209,923,340

32 RETAINE EARNINGS
The Fund e a surptus after tax of Kes. 284,572,967 in201717018 financia[ year
com to Kes. 2,351,590,088 in previous financial year 201612017. The drop in
the surpl
packages

is attributed to the futt imptementation of the enhanced benefit
ubbed special benefit packages introduce in the year to meet member's

benefit of
amount goes to the retained earnings which is futty utitised for the
e members.

needs.

31

lrChanges

TotaI

the year

TRADE PAYABLES (Claims)

Claims Payable

,i

33

9t

540,O13,236 290,774,877

Co-op

Total
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2018
Kes

80,000

84,645

1,477,383

157,000

434,696

77,480,499

21,400,858

12,415

97,870,487

1,745,000

700,113,547

137,825,911

75,927,575

543,042

13,678,773

2017
Kes

1,202,895

65,527

32,141,073

1 57,000

374,618

22,480,499

7,590,244

12,415

11,0?-1,766

1,265,000

105,780,633

22,277,243

477,847

10,621,543

34 OTHERTRADE PAYABLES

Accruals
Agency General Payment (Staff
Payables)

Agency: Group Personal Life/ Ac

Civil Servants Group Life Scheme

Legal Fees NHIF Tenants

Pension Payable

Rent Deposits

Retention Money

Rockefeller Foundation Grant

Salary Clearance Accounts

Tender Refundable Deposits

Trade Creditors

Unapplied Funds Control Account

Value Added Tax (Agency A/C)

Value Added Tax on Property

W.H.T Payable - Creditors

Civil Servants Scheme Deferred lncome

Disciptined Services Deferred lncome

Secondary Schools Deferred lncome

HISP (OVC) Deferred lncome

HISP (OPPSD) Deferred lncome

County Scheme Deferred lncome

92

446,451,390

1,658,003,884

401,054,167

126,000,000 189,000,000

53,559,577 63,600,044

a
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Uni & other schemes Deferred

ity Program Deferred

35 ING TAX PAYABLE

ax Payable - lnvestments
on Rent

36 FOR LlABILITIES

for CivilServants

ExternalAudit Fees
Open Heart Surgery
VERA/SI

For Salary Arrears

to
sche
Kes.

made
CBA.

37
a)

lus

I Of Property, Plant &
Equip

lnvestments

lus before Working Capital

744,082,397

1,844,902,176

5,446,826,194

109,798,319

371,827,192

1,35O,647,455T

w
w

s

1,112,208,138

of Kes. ?80,643,692 for Civil Servants Scheme was created as per IAS 37

pending fee for service ctaims, capitation payments retating to the
r various hospi tats inctuding Ctinix and Meridian hospitals. Provision of

is the rema ining provision batance from sponsorship for Open heart
ram. Provision of Kes. 349 Mittion for Votuntary Earty Retirement and

ration lncentive was the balance in the year under review. The Fund

of Kes. 437 Mittion to cater for salary arrears under the pending

THE STATEMENT OF CASH FLOWS
on of Operating Surplus to Cash Generated from Operations

34,482,27O
2,1 33,556

36,615,826

28O,643,692
5,000,000

296,078
349,084,193
436,838,000

1,071,861,963

35,892,345
4,150,443

40,042,787

294,822,579

4,966,000
307,791,943
504,627,617

2017
Kes

2,618,667,482

586,740,096

6,969,670

(8,436,712)

(1,721,971,047)

1,482,019,493

2018
Kes

5?9,394,750

565,905,017

7,603,776

(8,574,260)

(1,860,720,651)

(765,841,8671Changes

93

Para,

Operating

Gain On

lnterest F
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Working Capitat Changes
(lncrease)/decrease in Trade and Other
Receivables
lncrease /(Decrease) in Claims Payables

lncrease/(Decrease) in Other Trade Payables

!ncrease/(Decrease) in Tax Payable

lncrease/(Decrease) in Provisions

Cash Generated From Operations

b) Anatysis of cash and cash equivalents

Short term deposits
Cash at bank
Cash in hand
Cash in Transit
Balance at end of the Year

529,468,872

249,239,359

4,096,178,739

(3,426,961)

(40,346,176)

4,831,112,833

4,065,27O,966

(1 ,391 ,085,912)

(74,547,345)

974,337,130

(59,711 ,746)

787,960,094

(218,147,7791

1,263,871,714

17 ,787 ,1 53,816
3,550,257,345

1,252,734
399,843,477

21,738,507,316

16,879,113,329
1,730,864,726

598,545

18,110,576,600

38 NOTES EXPLAINING VARIANCE BETWEEN ACTUAL EXPENDITURE AND BUDGET

a) lnterest from investments surpassed the target by a8% because enhanced and
managed schemes premiums were received and invested in catt deposits.

b) Civit Servants Medicat scheme premiums inctudes arrears paid by GoK.
c) NPS & KPS Medica[ scheme inctudes differed income since the scheme started in

the 2nd Quarter of the FY.
d) Free Maternity funds did not meet the target by 73Y" because the government

did not retease att the funds as expected. There was a batance of Kes.
886,474,147 by ctose of the year on 30th of June 2018.

e) HISP OVC funds include accrued income for the year ended 30th June 2018.
f) HISP OPPSD funds inctude accrued income for the year ended 30th June 2018.
g) More Counties than budget signed up for the enhanced scheme and other

amounts are differed income from the signed up Counties for the next financial
year since they sign up at different times of the year.

h) More Parastatats, Universities and Private Companies than budget signed up for
the enhanced scheme and other amounts are differed income from the signed
up Parastatats, Universities and Private Companies for the next financial year
since they sign up at different times of the year.

i) Finance cost underscored target by 327, because of ctosure of branch operations
accounts.

j) Benefits paid in respect Free Maternity fett way betow the budgeted amounts
because of the detayed imptementation of the programme.

94
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k) Benefits paid in respect to HISP (OVC) fett betow the target because out of
356,000 OVC househotds in the Cash Transfer Program, NHIF is providing heatth
insurance coverage to 50% of these househotds

t) Benefits paid in respect to HISP (OPPSD) fetl betow the target due to various
reasons making them not access heatthcare services inctuding the scate down by
the sponsor, [ack of drugs in [oca[ healthcare facitities, distance from NHIF
branch offices etc.

m) Mote Parastatats, Universities and Private Companies than projected signed up
for the private medica[ scheme thus surpassing budget of utitisation

40 CONTINGENT LIABILITIES

2018
Kes

2017
Kes

41

42

10,000,000 6,500,000

10,000,000 6,500,000

The bank guarantees retates to the Fund's motor vehictes'fuet, service and
general repairs hetd with Vivo energy, Totat Kenya and Toyota Kenya.

The Fund has a civiI suit fited by Meridian Medical Centre in the High Court of Kenya,
Mitimani Commercial Courts (Civit suit No.345 of 7013).The Ptaintiff fited the ctaim
to be paid for services offered to Civit Servants and Disciptined Force Medical Pitot
project. As the amount to be awarded by the courts cannot be determined, this
contingent tiabitity is hereby disctosed by the way of note as per IAS 37.

Consuttant5 commissioned to carry out a feasibitity study on the devetopment on
the parce[ of [and at Karen Area, Nairobi, have raised claims for services rendered.
The extent of tiabitity to the Fund shat[ be known once the necessary approvats are
received. This contingent tiabitity is hereby disctosed by the way of note as per IAS

37.

CAPITAL COMMITMENTS

There were no capital commitments in the year.

FINANCIAL RISK MANAGEMENT

The Fund's activities expose it to a variety of financiaI risks inctuding credit and
tiquidity riskt, and effects of changes in foreign currency. The Fund's's overatt risk
managementiprogramme focuses on unpredictabitity of changes in the business
environment and seeks to minimise the potential adverse effect of such risks on its
performance by setting acceptabte [evets of risk. fhe Fund does not hedge any risks
and has in ptflce poticies to ensure that credit is onty extended to ctients with an
estabtished cr'edit history.

The Fund's finhncial risk management objectives and poticies are detaited betow:
9s

lrl

Bank gu,rrantees

st the Fund
Tota

lchrims
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a) Credit risk

Credit risk refers to the risk that a counter party witl defautt on its contractual
obtigations resutting in financia[ loss to the Fund. The Fund has adopted a poticy of
onty deal.ing with creditworthy counterparties and obtaining sufficient cottaterat,
where appropriate, as a means of mitigating the risk of financial loss from defautt.
The Fund's exposure and the credit rating of its counterparties are continuousty
monitored and the aggregate vatue of transactions conctuded is spread amongst
approved counterparties. Credit exposure is controtted by setting counterparty
timits that are reviewed and approved by management at regutar intervat.

Trade receivables consist of a large number of clients, spread across diverse
geographical areas. On an ongoing basis, a credit evatuation is performed on the
financial condition of the ctients.

The credit risk on bank batances and short term deposits is limited because the
counterparties are banks with high credit ratings assigned by the banking regutatory
authority. The carrying amount of financial assets recorded in the financial
statements that represents the Fund's maximum exposure to credit risk obtained is

as fottows:

Kes Kes KesKes

1 ,1 58,483,050

3,594,552,531

3,544,380,540

8,297,416,030

1,1 58,483,050

3,594,577,531

3,544,380,450

8,297,416,030

2,068,827,110

5,317,399,455

1,230,864,776

8,617,091,291

7,068,827,110

5,317 ,399,455

1,230,864,776

8,617,091,291

As at the end of the reporting period, no cottatera[ was being hetd as a means of
mitigating the risk of financial loss from defautt.

The ctients under the futty performing category are paying their debts as they
continue benefiting. The defautt rate is [ow. Part of the debt that is past due is not

96

Due from related

Trade receivables

Bank balances

Total

30th June 2017

Due from related

Trade receivables

Bank balances

Total

30th June 2018

Total AmountColumnl Fully Past due lmpaired
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and continues to be paid. The finance department is activety fottowing up
t The debt that is impaired has been futty provided for. However, the
fi department is pursuing various measures to recover the impaired debt

For

b)L

The

m

n
m
fi

mate responsibitity for tiquidity risk management rests with the Board of

assets and liabitities

, which has devetoped and put in ptace an appropriate liquidity risk
nt framework for the management of the Fund's short, medium and [ong-
ng and tiquidity management requirements. The Fund manages tiquidity

maintaining adequate reserves, banking facitities and continuousty
g forecast and actuat cash ftows and matching the maturity profites of

betow anatyses the Fund's financiat tiabitities that witl be settted on a net
retevant maturity groupings based on the remaining period at the

The

date to the contractual maturity date.

risk

Kes

540,013,736
36,615,826

1,073,826,776
1,071,861,963
4,377,999,418
7,095,317,719

Kes
290,774,877

40,042,787
715,367,734

1,112,708,138
1 ,135,779,771
2,793,673,758

c) Market

The
faced

Market
equity
or the
man

There has

lnterest r
adversety

te optimising the return. Overat[ responsibitity for managing market
the Audit and Risk Management Committee.

The Fund rnat Audit Department is responsibte for the devetopment of detaited
risk m nt pol.icies (subject to review and approval by Audit and Risk

mmittee) and for the day to day imptementation of those poticies.

no change to the Fund's exposure to market risks or the manner in

Mana

which it and measures the risk.

i) tn rate risk

k is the risk that the organisation's financial condition may be

put in ptace an internat audit function to assist it in assessing the risk
organisation on an ongoing basis, evatuate and test the design and

of its interna[ accounting and operationaI controls.

the risk arising from changes in market prices, such as interest rate,
and foreign exchange rates which wit[ affect the organisation's income
of its hotding of financiaI instruments. The objective of market risk
is to manage and control market risk exposures within acceptabte

as a resutt of changes in interest rate levels. The organisation's
97
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interest rate risk arises from bank deposits. This exposes the organization to cash
ftow interest rate risk. The interest rate risk exposure arises mainty from interest
rate movements on the organization's deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with
institutions that offer favourabte interest rates.

Sensitivity anolysis

The Fund anatyses its interest rate exposure on a dynamic basis by conducting a

sensitivity anatysis. This invotves determining the impact on profit or loss of defined
rate shifts. The sensitivity anatysis for interest rate risk assumes that a[[ other
variabtes, in particutar foreign exchange rates, remain constant. The anatysis has
been performed on the same basis as the prior year.

Using the end of the year figures, the sensitivity anatysis indicates the impact on
the statement of comprehensive income if current ftoating interest rates
increase/decrease by one percentage point as a decrease/increase of Kes 180.1
mittion (7017: Kes 190.5 mittion ). A rate increase/decrease of 57o woutd resutt in a
decrease/increase in profit before tax of Kes 904.9 mittion (7017: Kes 952.5 mittion)

ii) Foreign exchange risk

The Board does not undertake transactions denominated in foreign currencies.
Therefore, exposures to exchange rate ftuctuations do not arise.

iii) Price risk

The company does not hotd investments that woutd be subject to price risk hence
the risk is not retevant

43 CAPITAL RISK MANAGEMENT

The Fund manages its capitat to ensure that it wil.t be abte to continue as a going
concern white maximising the return to stakehotders through the optimization of
the debt and equity batances.

The capital structure of the Fund comprises the fottowing funds:

Kes

Retained earnings

Capital

98
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2018
Kes

27,694,889,981

12,209,923,340

At End of Year

Revaluation reserve

reserve
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34,904,813,321 34,608,890,455

3,951,353,501 1,231,463,271

I44 RELATEp PARTY DISCLOSURES

a) Natuie of retated party relationships
I

Companids and other parties retated to the company inctude those parties who have
abitity to exercise controt or exercise significant inftuence over its operating and

financiat {ecisions. Retated parties inctude management personnet, their associates
and ctose',famity members.

The Fund is retated to:
i) Govprnment of Kenya
ii) Boatd of Management
iii) Key fnanagement

b) Related party transactions

The GoK has provided futt guarantees to atl tong-term lenders of the Fund, both
domestic arfd externat.

GoK finance$ the Civit Servants Medical Scheme, National Potice & Kenya Prisons

Service ftedi'pat Scheme, Secondary Schoot Students Medicat Scheme, HISP OVC &

OPPSD Sche$es and Free Maternity (Linda Mama). The transactions have been
shown under'notes 6,7, 8,9, 10 & 13 respectivety.

c) Key Man ent remuneration

(3,951,353,501)
-111%

(1,231,463,271)
-1O4o/o

2017
Kes

77,360,517
g,g80,0oo

45,942,180
82,182,697

2018
Kes

38,613,988
g,g8o,ooo

52,024,800
99,518,788

I

Members of th( board of management have been shown on pages 8 to 10 while key
management t(am are on pages 11 to 13.

I

I
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45 FUTURE RENTAL COMMITMENTS UNDER OPERATING LEASES

The total future minimum tease payments due to third parties under Non-
cancettabte operating leases are as fottows:

2018 2017

Payable within one year

Payable after one year but not later than
5 years
Total

174,845,417

404,956,369

579,801,786

Kes

65,301 ,993

167,012,926.62

232,314,9?.O

46

47

48

INCORPORATION

The Fund was estabtished by the Act of Partiament No. 9 of 1998.

EVENTS AFTER THE REPORTING PERIOD

There were no materiat adjusting and non- adjusting events after the reporting
period.

CURRENCY

The financial statements are presented in Kenya Shittings (Kes)
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APPENOUI\I: DETAILED ANALYSIS OF THE CASH AND CASH EQUIVALENTS

Financial tion
a) Current nt

KesKes

Kenya Comme4cial Bank

Kenya Commerrial Bank

Kenya Commetiial Bank

Kenya Commercial Bank

Kenva Comrnertial Bank

Kenya Commercial Bank

Kenya Commeroial Bank

Kenya Commercial Bank

Kenya Commercial Bank

Kenya Commercial Bank

Kenva Commerclal Bank

Kenya Commercial Bank

Kenya Commerci{l Bank

Kenya Commercial Bank

Kenya Commercill Bank

Kenya Commercial Bank

Kenya Commercial Bank

Kenya Commercial Bank

Kenya Commercial\Bank
Kenya Commercial Bank

Kenya Commerciali \Bank

Kenya Commercial Bank

Kenya Commerclal ilank
Kenya Commercial Bank

1107111226

1167080416

1110094787

1103165461

1110137230

1 1 025901 85

1106977929

1 1 081 59206

1156819407

1129758419

1107878074

1 1 0801 2809

1105195619

1106350162

1111480079

1103190954

1102209430

1106055446

1106444345

1105204693

1111571562

1157616607

1 107185858

11037770764

1102955604

1105275477

1103770985

1 1 0801 6634

01 702631 80280

0170273733939

01 7026331 8584

01001082644100

01 023033223900

01023017171600

01001000904000

01 003000904002

01 023000904000

01 003000904001

01 001050698901

01023086737400

01 001 03391 8901

01 001 0000904009

01 001 000904005

Kenya Commercial
Kenya Commercial
Kenya Commercial
Kenya Commercial

555,775,422
(3,750)

786,671,258
109,475,442

2,078,460

101,537 ,267
616,984,514

174,717,491

71,722,455
408,870

17,049

1 ,028,151
13,963

1,813,858

1,801,285

2,535
't80,353

55,159

25,162
893,921

148,729

2 56,898

103,940

3 39,028

1 , 1 53,060

75,387
176,495

106,009

138,643

80,607

56,684

393,916

57,907

501,396

190,967

470,807

131,834,517

Bank

Bank

Bank

Bank

Equity Bank

Equity Bank

Equity Bank

National Bank of Kenya

National Bank of Kenya

Kenya

Kenya

Kenya

Kenya

Kenya

Kenya

National Bank of Kenya

National Bank of KcnyA\

National Bank of Kenya

National Bank of Kenya i

National
National
National
National
National
National

Bank of
Bank of
Bank of
Bank of
Bank of
Bank of

201,750

209,895

1 59,503

189,851,061

957,307,329

45,651,300

780,879

33,740

370,457

491 ,838

558,750

Account Number
June 7

as at
30, 2018

as at
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National Bank of Kenya

National Bank of Kenya

National Bank of Kenya

National Bank of Kenya

National Bank of Kenya

Cooperative Bank of Kenya

Cooperative Bank of Kenya

Cooperative Bank of Kenya

Safaricom

Sub-Total

b) On - call deposits
Kenya Commercial Bank

Kenya Commercial Bank

Kenya Commercial Bank

Kenya Commercial Bank

Kenya Commercial Bank

Kenya Commercial Bank

Equity Bank

Equity Bank

Equity Bank

Equity Bank

Equity Bank

Equity Bank

National Bank of Kenya

National Bank of Kenya

National Bank of Kenya

Cooperative Bank of Kenya

Cooperative Bank of Kenya

Cooperative Bank of Kenya

Cooperative Bank of Kenya

Cooperative Bank of Kenya

Central Bank of Kenya

Sub- total

c) Fixed deposits account
Central Bank of Kenya

Sub- total

d) Staff car loan/ mortgage
Savings & Loan - Mortgage

NBK - Car Loan

Sub- total

1,004,158,547

185,751 ,570

13,611,123

3,550,257,345

,500,000,000

4,571,567

587,749

1,500,000,000

500,000,000

600,000,000

1,500,000,000

1,200,000,000

252,000,000

700,000,000

300,000,000

700,000,000

300,000,000

300,000,000

8,430,000,000

17 ,787 ,153,81 6

34,200,000

34,200,000

889,807 ,679
56,147,317

945,954,945

22,311,689,211

2,181,767

209,438

224,219

701,439

101,466

35,685,578

37,975,912

1,386,194,066

18,959,512

1,050,000,000

01 001 043 1 52900

01 001 028501 201

01 001 000904007

01 001 039029901

01 001 01 69601 00

01 1 41 1 621 80500

01136011317300

0114101 1 31 7300

M-Pesa

MM1 71 81 78039

MM17124638761

4,571,567 MM1608200071

1,500,000,000

1,200,000,000

252,000,000

400,000,000

300,000,000

400,000,000

700,000,000

400,000,000

800,000,000

71 3,000,000

300,000,000

5,240,000,000

16,879 ,11 3,328

582,249
1,400,000,000

800,000,000

1,400,000,000

678,653,83 1

55,771,424

734,425,255

34,200,000 03-10-00030-7

34,200,000

MM1608200073
MM1 71 5468778

Mrv\1715130810

227371

0170367301373

0170368s69271

0170373299294

0170373299217

227404

01 329000904066

01 329000904067

01 329000904068

01 1 3201 1317348

01 1 3201 1317346

01 1 3201 1317349

01132011317350

01 1 3201 1317347

03- 1 0-00030-7

/w\1333800212

01 021 03251 5200

Grand Total
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\

a

A

\APPENDIX 2: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The fottowing is the summary of issues raised by the e ments that were provided to the auditor. We
have nominated focat persons to resotve the various issues as shown betow with the associated time frame within which we expect the
issues to be resotved.

It is true tasat ne 16 there is work in progress of
Kshs. 1 ,444,687,484 in respect of payments for the proposed

Resource Centre on the Karen Land whose construction has not
yet commenced. The amount comprises arbitration award to
Architects and further payments to other consultants and
professionats that had been engaged. They inctude quantity
suryeys, business ptans and financial anatysis consuttancy, [ega[

fees, architectural design services fees and feasibitity study.

ln the year 2001 17002 the Fund ptanned to buitd a Resource

Centre on the land acquired in Karen at a cost of Kshs.

93,712,675.00. The estabtishment and implementation of a
Resource Centre on the land was approved by the board in
2002.

The then Chief Executive commissioned consultants in
accordance with the Architects and Quantity Surveyors Act Cap

Reference
No. on
the
external
audit
Report

lssue / Observations from
Auditor Management comments

Focal Point
person to
resolve the
issue (Name
and
designation)

Status:

(Resolved
/ Not
Resolved)

Timeframe:

(Put a date
when you
expect the
issue to be
resolved)

No
Reference

Proposed Resource Centre at
Karen Land

lncluded in the property,
plant and equipment balance
of Kshs.f3, 103,788,341 as
at 30 June 2017 is capital
work in progress bolonce of
Kshs. 1,444,687,484 os

disclosed in note 17 to the
financial stotements, being
payments for drawing and
desfgns for the proposed
resource centre.
Construction of the resource
centre has not yet
commenced since the land

Kenya Law
Courts

AG

Not
Resotved

2018t2019FY

r03
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Reference
No. on
the
external
audit
Report

lssue / Observations from
Auditor Management comments

Focal Point
person to
resolve the
issue (Name
and
designation)

Status:

(Resolved
/ Not
Resolved)

Timeframe:

(Put a date
when you
expect the
issue to be
resolved)

was ocquired fifteen years
ago. As noted in the previous
yeor, the management hos
however explained that
construction of the resource
centre has not yet
commenced due to lack of
approval from the parent
tlinistry.

ln the circumstance, it has
not been possible to
oscertain the accuracy and
validity of the Kshs.1,
444,687,484 included in the
property, plant and
equipment balance of
Kshs.l3, 103,788,341 in the
statement of financial
position as at 30 June 2O17.

SZS of tne taws of Kenya to carry out a feasibitity study on the

devetopment of a recreational facitity.

The Architects and Quantity Surveyors did the work as

commissioned and submitted their report together with their
fee notes for Kshs. 734,524,029.25. The fee notes were not
however honored because the management had not received
prior approval for the works from the parent Ministry. This

resutted in a dispute that was taken to arbitration. The

Architects and Quantity Surveyors then commenced Arbitration
proceedings against the Fund for the demand for their fees.

The Arbitrator after reviewing the matter reduced the ctaim

from Kshs. 734,524,029.25 and awarded the Architects and

Quantity Surveyors Kshs. 352,'t 31,345. 1 5.

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

Quantity Surveyors recorded a consent order in the High Court

and the matter was settted. The Architects and Quantity
Surveyors were paid a sum of Kshs. 407 ,107,645.00. Ctaims

todged by engineers and other consuttants totating Kshs

{

II

/
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from
Management comments Resolved)

(Put a date
when you
expect the
issue to be
resolved)

333,846,784 were arrived at after setttement deeds were
entered into on 24th June 2011. The ctaims were futty paid.

The Original Project was revised to a Medica[ Center of
Excettence and a Vision 2030 ftagship project for the Ministry
of Heatth. The Karen Medicat center of excettence project lead
to [itigations from the consuttants.

The fottowing are the [ega[ proceedings commenced by the
Consuttants in respect to the Karen Medica[ Centre of
Excettence.

1. High Court Civil Suit No. 504 of 2016: National
Hospital lnsurance Fund Vs. Baseline Architects Ltd.

The Fund Succeeded in the matter. The Court set aside the
Arbitral Award.

7. Rebman Ambalo Malala T/A Ujenzi Consultants Vs

NHIF HCCC NO. 25 OF 2016 - Pending

3. Comm Case No. 255 Of 2016 - NHIF Vs. Eng. Peter
Scott And Manga And Associates - Pending

l0s

.1

Reference
onNo.

the
sALEt rrqt
audit
Report

Status:

r ttttgt I qIt tg.



NATIONAL HOSPITAL 
'NSURANCE 

FUND
Reports ond Finonciol Stotements
For the yeor ended June 30, 2018

Reference
No. on
the
external
audit
Report

lssue / Observations from
Auditor Management comments

Focal Point
person to
resolve the
issue (Name
and
designation)

Status:

(Resolved
/ Not
Resolved)

Timeframe:

(Put a date
when you
expect the
issue to be
resolved)

4. Civil Suit No. 176 Of 2017 - Professional Consultants

Ltd -Vs- NHIF - Pending

Fottowing the ruting on the matter of the Architects, the Court

set a precedent on the issue of protecting pubtic funds and

pubtic interest and it is tikety that atl the above matters wit[
be ruted in favor of the Fund.

Ag. CHIEF EXECUTIVE OFFICER

Date

CHAIRPERSON

Date
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APPENDIX 3: RECORDING OF TRANSFERS FROM

received as
per bank
statement

Recurrent /
Development
/ Others

Statement of
Financial
Performance
Kes

3,589,354,1 70

643,220,028

960,944,754

12,369,285,437

Total Amount

Kes

3,623,700,000

1,471,807,893

1 89,000,000

3,285,805,560

750,000,000

653,260,500

1,095,229,832

1 6,537,41 g,1 3g

3,623,700,000

835,462,567
'130,000,000

1 5,81 3,286

1,980,250,000

252,000,(x)o

962,530,000

1,488,450,869

2,507,089,500 849,085,617

Balance B/F
from previous
FY
Deferred
lncome

Receivables

2,068,827,110

189,000,0(x)

401 ,054,167

371 ,827,192

63,600,044

109,798,319

1,135,279,721 2,068,827,110

1 26,000,000

56'l ,475,83J

1,844,902,176

1,658,003,884

446,45',t,390

51,559,572

244,082,f97

4,372,999,418 'l ,1 58,495,050

597,019,217 5,095,507,89i

1 89,000,00(

2,961 ,525,95:

2,507,089, s0(

4,035,805,56(

653,260,50(

1,095,228,83i

16,537,418,13t

Capital
Fund
Kes

2017t2018 FY
Deferred
lncome

Receivables

Total Transfers
during the Year
Kes

Ministry of Public
Service, Youth and
Gender

Ministry of Health -

OPPSD
Ministry of Health -

HISP

Ministry of Health -
Free Maternity

Ministry of Education-
sssMs
Ministry of lnterior
office of the president
- NPS&KPS

1 9 Counties (List
provided)
39 Parastatals & others
( List provided)

9t4t2017

3t20t7018

4t27 t20',t8

7 t3t2017

7 t6t2017

7 t10t20't7

12t21t2017

5 t 10 t2018

11t20t2018

1t18t2018

Various

Various

Direct
Payment

Direct
Payment

Donor Fund
Direct
Payment

Direct
Payment

Direct
Payment

Direct
Payment
Direct
Payment

Total
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