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],.0 ACRONYMS, ABBREVIATIONS AND GLOSSARY OF TERMS

PCF

BoT

CBK

ICPAK

r,SASB

ITTSAS

MT

NT

OAG

PFM

PPE

TSASB

SAGAs

SC

SRC

ERP

CMS

LRMS

EDRMS

IL

ERP

ICT

lE

UIC

BSIC

RIL

IFIGIS

CSR

AGM

FAC

TPC

,A,RC

Policyholders Compensation Fund
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International Public Sector Accounting Standards

Managing Trustee

National Treasury and Economic Planning

Office of the Auditor General

Public Finance Management

Property Plant & Equipment

Public Sector Accounting Standards Board

Semi-Autonomous Government A gencies

State Corporations

Salaries and Remuneration Commission

Enterprise Resource Planning

Claims Management System

Lely Reconciliation and Management system

Electronic Document Management System

In-liquidation

Enterprise Resource Plaruring

Information and Communication Technology

Job Evaluation

United Insurance Co. Ltd
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Finance & Administration Committee

Technical and Policy Committee
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2.0 KEY ENTITY INFORMATION AND MANAGEMENT

2.1 Background Information
Policyholders Compensation Fund (PCF) also known as'the Fund' is a State Corporation under the

National Treasury & Economic Planning, established through Legal Notice No. 105 of 2004 and

commenced its operations in January 2005. The Fund was established for the primary purpose of
providing compensation to claimants of an insurer that has been put under Statutory Management

and for the secondary purpose of increasing the general public's conlidence in the insurance sector.

The decision to establish the Fund was informed by the collapse of several insurers prior to the year

2005. The Fund is governed by section 779 of the Insurance Act (Cap 487) and the Insurance

(Policyholders Compensation Fund) Regulations, 2010.

2.2 PrincipalActivities
The principal activities of the Fund as provided in Section 179 (2A) of the Insurance Act are to;

a) Provide compensation to policyholders of an insurer placed under a manager

appointed under section 67C (2) or whose license has been cancelled under the Act.

b) Monitor, in consultation with the Commissioner where necessary, the risk profile of
any insurer.

c) Advice the Cabinet Secretary in charge of finance matters on the National policy to be

followed with regard to matters relating to compensation of poliryholders and to
implement all government policies relating thereto.

d) Participate in the statutory management of an insurer placed under statutory
management by the regulator.

e) Liquidate an insurer as may be ordered by a court.

f) Perform such other functions as may be conferred on it by this Act or by any other
written law.

2.3 Key Management
The Fund's key management vests with the Board of Trustees whose powers are given through
Section 179 (2B) of the Insurance Act and its composition prescribed in Section 179 (4) of the Insurance

Act.

PCF is managed by a Board of Trustees tl-rat is responsible for policy and strategic guidance. The

Board of Trustees delegates its functions to Managing Trustee who carries out the daily operations of
the Fund with the help of senior management team.

The following were members of the management team who held office during the financial year

ended 30th June 2023 as enlisted in table 1 below;
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1 Managing Trustee Mr. William Masita
2 Director, Corporate Services Mr. Abudo Mamo

3
Director, Compensation & lnsurance Risk
Monitoring

Mr. Douglas Mburia

4 Director, Legal Services Mr. f ames Niogu
5 Deputy Director, Finance & Accounts Ms. Hope Keah

6 Deputy Director, Intemal Audit Mr. Martin Kamau
7 Deputy Director, Supply Chain Management Mr. Mohamednur Khalif
8 Deputy Director, Compensation Mr. Noel Zuma
9 Deputy Director, Research, Strategy & Planning Ms. Mary Mwihaki

10.
Deputy Director, Human
Management & Administration

Resources
Ms. HiJda Sang

11.
Deputy Director, Information Communication
& Technology

Mr. Bemard Rotich

72. Deputy Director, Corporate Communications Ms. Rosemary Kavili
13. Deputy Director, Insurance Risk Monitoring Mr. Moses Kiptoon

Table 1. Key Management

2.4 Fiduciary Management
The key management personnel who held office during the financial year ended 30th June 20'23 and
who had direct fiduciary responsibility were as shown in Table 2 below;

Table 2. Composition of Fiduciary Management

2.5 Fiduciary Oversight Arrangements
The lntemal audit services were provided by the lntemal Audit Directorate led by the Deputy
Director, Intemal Audit during the year under review. ln additioo the Audit and Risk and the
Finance & Adminishation Cornmittees of the Board of Trustees in their oversight role, provided the
Board of Trustees assurance for the integrity of the financial operations of the Fund, the performance
of the Fund's internal and external audit functions and compliance of the Fund with legal and
statutory requirements.

1 Managing Trustee Mr. Williarn Masita
2. Director, Corporate Services Mr. Abudo Mamo

3
Director, Compensation & lnsurance Risk
Monitoring

Mr. Douglas Mburia

4 Director, Legal Services Mr. James Niogu
5 Deputy Director, Finance & Accounts Ms. Hope Keah

6 Deputy Director, Intemal Audit Mr. Martin Kamau
7 Deputy Director, Supply Chain Management Mr. Mohamednur Khalif
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2.7 Strategic Themes
Shategic themes are the key performance areas in which the Fund must excel to achieve its mission,

vision and deliver value to customers. The strategic themes of the Fund that govern its excellence are:

a) Compensation of policyholders
b) Resolution of insurers under distress

c) Financial sustainability of the compensation fund
d) Institutional capacity

The strategic objectives to which the Fund commits to achieve the strategic themes are as per below
Table 3;

Table 3. Strategic Themes and Strategic Objectives

Motto

Key Result Areas Strategic Objective
Compensation to claimants Protect policyholder's interest.

Promote confidence and stability in the insurance industry.
Resolution of insurers Manage an insurer under statutory management

Manage liquidation of wound-up insurer.

Financial sustainability Mobilize resources

claimants-
to meet demands for compensation of

Ensure prudent and sustainable utilization of funds

Institutional capacity Enhance the Fund's governance

Attract, develop and retain competent staff
Strengthen intemal systems and processes

Acquisition of own office premises.

vIt
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2.8 Organization Structure
The Board of Trustees provides policy and oversight to the Fund while the day to day operations are

delegfted to the Managing Trustee. The Fund is organized into five directorates and two deparhents
direc$y reporting to the Managing Trustee as depicted in figure 1 below;

Figule 1: Policyholders Compensation Fund Organization Structure
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3.0 THE BOARD OF TRUSTEES

Hon. Simon Mbugua was appointed as the 
;

Chairman of Policyholders Compensation Fund
(PCF) on 19th May 2023.

Prior to the current appointment Hon. Mbugua
was a Member of Parliament at the 4th Assembly
of East Africa Legislative Assembly (EALA) in
Arusha Tanzania where he served in the
Committee of Accounts and the Legal Rules and
Privileges Committee. Further, he was Chairman I

of all Members of Parliament at EALA
representing Kenya and the Vice-President at the
EALA Assembly 

I

Hon. Mbugua is an astute Legislator with vast 
I

experience in legislation and oversight role'
having served as a Member of the National
Assembly for Kamukunji Constituenry in the I

10th Parliament in the Republic of Kenya, where
he was a member of various house committees. 

;

Hon. Mbugua brings on board a wealth of
experience of over 20 years in leadership and
management, having served in both the pubtc I

and the private sector.

Mr. Victor Pratt was appointed to be the
Chairperson of the Board of Trustees on 13ft |uly
2022to17tt,May 20'23.

Mr. Pratt has worked extensively in Africa, with
Citibank, Liberia and the African Development
Bank (ADB) in Abidjan. Mr. Pratt has been
promoting small business development, and he
founded the Kenya Management Assistance
Programme (K-MAP) in 1986.

He has previously served as Chairman of Kenya

Reinsurance Corporation and Retirement
Benefits Authority.

Hon, Simon Mbugua
Chairperson Board of Trustees

Mr. Victor Pratt
Chairperson Board of Trustees

\

xt
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r
Mr. Godfrey Kiptum, MBS

Trustee

Mr. Godfrey Kiptum is the Commissioner of
Insurance and Chief Executive Officer of the

Insurance Regulatory Authority. He has a wealth
of experience garnered from senior management

roles held in various State Agencies over the last
20 years. He is an Associate of the Life
Management lnstitute (ALMI) of USA and a

member of the Chartered Insurance Instih.rte of
UK.

Dr. Ben Kajwang
Trustee

Dr. Ben Kajwang was appointed effective 21't

February 2022 to represent insurance brokers. He

is the Director and CEO of the College of
Insurance and also a Board member of the Africa
lnsurance Organization (AIO) Foundation.

He is also the immediate former President of
African L:surance Organisation (AIO) and an

Executive Board Member and Chairman of the

Human Resource Commiftee of the Organization
of East and Southem African Insurers (OESAD.

He has had a distinguished career in the

insurance industry spanning over two decades

where he has held senior positions in Broking,
lnsurance and Reinsurance Companies.

Mr. Thomas Gichuhi
Trustee

Mr. Thomas Gichuhi was appointed effective 21"t

February 2022 to represent insurers. He is the

Executive Director at Association of Kenya

Insurers.

x
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Mr. foseph Waruiru
Trustee

Mr. Halkano Haro
Trustee

Mr. Deberious Sikuku
Trustee

Mr. Joseph Waruiru was appointed to tl
Board of Trustees on 29th June 2023 as th
representative of the Cabinet Secretary, 

I

National Treasury & Economic Planning. He
is a Certified Public Accountant and
currently works at the National Treasury and I

Economic Planning, Government Investment
Public Enterprise Department. He has over 

,

12years' experience in Auditing and Finance '

in the Public Service.

I

Mr. Halkano Haro was appointed to the Board ol 
,

Trustees on 10u March 2022 to 2gd June 2023 as ,

the representative of the Cabinet Secretary,

National Treasury & Economic Planning. He is a 
I

seasoned public relations, corporate

communication, and media strategist with over 
,

10 years in Financial, lnvestments, legislative, I

Hospitality and Small Medium and Micro
Enterprises sectors. 

I

Mr. Deberious Sikuku Wafula was appointed as

an Independent Trustee representing the general I

public on 18th May 2023.

He is a businessman and an entrepreneur in the

transport and logistics sector. He has vast

experience in public policy and administration as

well as peace and conllict resolution.

He has held various key positions among them 
I

being the Chairman of The Alrican Sports and
Talents Empowerment Program, a Non-.
Covernmental Organization amongst others. His I

areas of interest are centred on good governance

and policy formulation. 
I

x t



Policyholders Compensation Fund
Annual Report and Financial Statements
For the Year 9n6"6 3Qttt Jqne 2023

f

Mr. Reuben Ndegwa

Trustee

Mr. Reuben Ndegwa was first appointed as an

independent Trustee representing the general

public on 18fr September, 2018 up to 17th

September 2021 and reappointed for another
term effective 21"t February 2022 to 776 May 20'2i.

He is an entrepreneur and businessman with
over 21 years' experience in the freight and
logistics sector.

Ms. Janet W. Kungir, HSC
Trustee

Ms. Janet W. Kungri was appointed as the

representative of the Hon. Attomey General to
the Board of Trustees on 12th June 2023. She is a

Deputy Chief State Counsel at the Office of the

Attomey General & Department of fustice (OAG
& DOI), Acting as the Head of County Legal

Services coordinating the thirteen
Counry/Regional offices for the OAG&DOJ.

Ms. Kungi is accomplished Private and Public
Sector Advocate with 17 years legal experience in
Civil Litigation and management.

ti

Ms. Lydia Ochako
Trustee

^l

il
:i[

$\

Ms. Lydia Ochako was appointed as the

representative of the Hon. Attorney General to the

Board of Trustees on 17th July 2020 to 11th June 2023.

She is a Principal State Counsel at the Office of the

Attorney General & Department of Justice (OAG &
DOI), deployed to the Advocates Complaints
Commission (ACC). Ms. Ochako is an accomplished

Public Sector Advocate with over 10 years legal

experience specialized in investigating, researching

and prosecuting cases of professional misconduct
against advocates.

In addition, she is an alumnus of Leading in Public
Life: Women, Influence and Power Programme

(WIPP) Alumni Network under the Nelson Mandela
School of Public Governance, University of Cape
Town-
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Mr. William Masita is the Managing Trustee
Secretary to the Board of Policyholders

Compensation Fund from 16th September 2020

Prior to his appointment, he was the Director
Audit Services at Kenya National Highways I

Authority. He has over 20 years' experience ir
Risk Management, Internal Audit, Budgetin& |

Corporate Finance and Enterprise Risl I

Management in both the private and publir
sectors. 

I

Mr. William Masita
Managing Trustee & Secretary to the Board

3^
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4.OIKEY MANAGEMENT TEAM

^-;
Mr. William Masita
Managing Trustee

Mr Masita holds Master's in Business

Administration (Strategic Management
Option) from the University of Nairobi and

Master of Science in Computer-based

Information Systems from Strathmore
University. He is a Certified Public
Accountants of Kenya, a Certified Internal
Auditor and a Certified Information Systems

Auditor.

Mr. Abudo Mamo
Director Corporate Services

Mr. Abudo Mamo holds a Master of Business

Administration (Finance), Bachelor of Science

in Statistics & Mathematics and a Higher
Diploma in Human Resource Management.

He is a member of the Institute of Human
Resource Management (IHRM).

Mr. Douglas Mburia
Director, Compensation & Insurance

Risk Monitoring

{p

\

Mr. Douglas Mburia holds a Master of
Business Administration, a Bachelor of
Science in Mathematics and a Post Graduate
Diploma in Actuarial Science. He is a member
of the Actuarial Society of Kenya (ASK).

xvt
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Mr. ]ames Niogu
Director, Legal Services

CS James Njogu holds a Bachelor of [,aws
(LLB) Hons. Degree, a Post Graduate
Diploma in Legal Practice from the Kenya
School of Law, Master of Laws (LLM) in
Women's Law and Human Rights, Master of
Laws (LLM) in International Corporate
Governance & Financial Regulation. Mr.
Njogu is an Advocate of the High Court of
Kenya, Commissioner for Oaths, Notary
Public as well as a registered Certified Public
Secretary with the Institute of Certified
Secretaries of Kenya. Further, he is a member
of the Chartered Institute of Arbitrators in
London and Kenya and the Institute of
Directors (Kenya).

Ms. Hope Keah
Deputy Director, Finance & Accounts

CPA Hope Keah holds a Master of Business

Administration in Finance, a Bachelor of
Commerce in Financial Management, a

Certified Accountant and a Certified
Secretary. She is a member of the Institute of
Certified Public Accountants of Kenya
(CPAK), the Institute of Certified Secretaries

(lCS) and Association of Women Accountants
(AwAK).

Mr. Martin Kamau
Deputy Director, Internal Audit

Mr. Martin Kamau holds a Master of Business

Administration in Finance, a Bachelor of
Commerce in Finance, and a Certified Public
Accountant. He is a member of the Institute
of Certified Public Accountants of Kenya

flCPAK) and the Institute of Internal
Auditors (IIA).

.i

xvI
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)

Mr. Noel Zuma
Deputy Director, Compensation

Mr Noel Zuma holds a Master of Business

Administration in Project Planning &
Management, a Bachelor of Arts in
Economics and a Diploma in Banking &
Financial Services. He is a member of the

Kenya Institute of Bankers (KIB).

'.t
't

Ms. Hilda Sang
Deputy Director, Human Resource &

Adminiskation

Ms. Hilda Sang' holds a Master of Science in
Human Resource Management, a Bachelor of
Arts in Community Development and a

Higher Diploma in Human Resource

Management. She is a member of the Institute
of Human Resource Management [HRM).

Ms. Mary Mwihaki
Deputy Director, Research, Shategy &

Planning

Ms. Mary Mwihaki holds a Master of
Business Administration in Finance, a

Bachelor of Commerce in Accounting and a
Certified Public Accountant. She is a member

of the Institute of Certified Public
Accountants of Kenya (ICPAK).

xvlt
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+
e

.:D

Mr. Mohamednur Khalif
Deputy Director, Supply Chain

Management

Mr. Mohamed Khalif holds a Master of
Science in Procurement & Contract
Management, a Bachelor of Business

Management in Purchasing & Supply Chain
Management and Diploma in Business

Management. He is a member of the Kenya

Institute of Supplies Management (KISM).

Mr. Bernard Rotich
Deputy Director, ICT

Mr. Bernard Rotich holds a Master of Science

in Information Science & Technology, a
Bachelor of Science in Applied Business

Computing and a Higher Diploma in
Integrated Management Information
Systems. He is a member of the Computer
Society of Kenya (CSK).

Ms. Rosemary Kavili
Deputy Director, Corporate

Communications

Ms. Rosemary Kavili, holds a Master of Arts
in Communication Studies from the

University of Nairobi. She also holds a

Bachelor of Arts degree in Journalism and
Media Studies and a Diploma in Public
Relations from the University of Nairobi. In
additioo she has attended several leadership
trainings both locally and internationally.

She is a Full-Member of Public Relations

Society of Kenya.

xtx
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Ms. Moses Kiptoon
Deputy Director, Insurance Risk

Monitoring

Moses Kiptoon holds a Master's degree in
Actuarial Management from the City,
University of London (UK) and a Bachelor's

degree in Actuarial Science from the

University of Nairobi (Kenya). He is also an

Associate of the Actuarial Society of Kenya.

He is a past International Fellow of the

National Association of Insurance

Commissioners (USA) and has over 14 years

of experience in the insurance industry.

xx
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5.0 CHAIRPERSON'S STATEMENT
On behalf of the Board of Trustees, Management and Staff of Policyholders Compensation
Fund (PCF), I am pleased to present the Annual Report and Financial Statements for the Fund
for the period ended 30th June 2023 as per the requirement of section 221 of the PFM

Regulations (2015).

The Fund is governed by section 179 of the Insurance Act (Cap 487) and the Insurance

(Policyholders Compensation Fund) Regulations, 2010. The Fund was established for the

primary purpose of providing compensation to claimants of an insurer that has been placed

under Statutory Management or whose license has been cancelled by the Insurance Regulator
and for the secondary purpose of increasing the general public's confidence in the insurance

sector. Through this mandate, the Fund commits to support the realisation of Bottom Up
Economic Transformation Agenda of the Government.

During the period under review, the Fund through the Board of Trustee approved, budget
estimates FY2023-2024, Fy2O22-2023 budget revision, quarterly & annual Financial reports.

annual workplan, annual procurement plan, various policies & manuals and provided
oversight in the implementation of HR instruments.

In addition, the Board approved payment of compensation to claimants of under statutory
management of over KShs. 65 million and provided oversight in the management of
companies under statutory management.

The Trustees attended various capacity building workshops tailored for capacity

enhancement as they implement their role in Fund's governance and oversight. These

activities were extensively informed by gaps which existed, the need to streamline the

processes and procedures for effective service delivery and to provide the necessary

disclosure, transparency and accountability and fulfil the requirements of the law.

The Board of Trustees recognizes that ethical management is key to the Fund's sustainability
and is therefore, continuously putting in place practices, systems and processes in all its
operations.

In conducting its oversight role, the Board is committed to ensuring that the Fund's

obligations. roles and responsibilities to its various stakeholders are fulfilled through its
corporate governance practices. The Trustees and Management perform their duties with
impartiality, honesty, transparency, accountability, professionalism, integrity, care and due

diligence and act in good faith in the best interests of the general public.

In Future, the Fund will remain focused on strategies that will enable it to achieve its core

mandate. The Fund's priority areas will be aligned to the Government Bottom Up Economic

Transformation Agenda by ensuring that the strategic plan is geared into achieving the set
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obiectives of the Government and in provision of sound risk management framework
strategy, effective communication and public awareness activities, strengthening the Fund

value, enhancing the scope of coverage, pursuing an appropriate compensation limit
structure, enhancement of cooperation with the other safety net players and alignment of the

Fund's operations to international best practice.

In addition, PCF will continue to closely work with the key insurance industry stakeholders

by conducting and participating in industry activities and other related government

initiatives to enhance the achievement of its mandate. The Fund will also continue to improve
on the competence of its human resource through effective training, coaching and mentoring.

I wish to therefore, express my sincere gratitude to my fellow members of the Board of
Trustees who have worked tirelessly to execute the Fund's Mandate. I would also like to
recognize the great effort of the Management team and staff whose efforts contributed to the

growth of the Fund in the financial period under review. I also wish to thank the National
Treasury and Economic Planning, Central Bank of Kenya, Insurance Regulatory Authority
and other stakeholders for their continued support in ensuring the Fund attains its obiective

of fostering financial sustainability and increasing the general public confidence in the public
sector. I look forward to even more fruitful engagements in the next financial period.

Hon. Simon Mbugua
CHAIRPERSON, BOARD OF TRUSTEES
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5.0 STATEMENT OF THE MANAGING TRUSTEE

It is my pleasure to present to you the Annual Report and Financial Statements for the

financial period ended 30m June 2023. My statement provides a glance of key activities and

achievements by the Fund in the past twelve months. The targets and accomplishments have

been guided by the Fund's 2nd strategic plan FY2020-2027 to 2024-2025,

During the period, the Fund recorded a growth of 25% of total revenue collections compared

to the last financial year. Net surplus earned by the Fund during the twelve months period

under review increased by 21% fuom a level of Kshs. 2.1 billion in 2022 to Kshs.2.5 billion in

2023. Increased levy collections volumes and investment interest income from government

securities contributed significantly into boosting net surplus of the Fund during the period

under review.

The Fund's asset base value has continued to record growth which is a key milestone in our

endeavour to provide compensation to policyholders of insurer placed under statutory

management and for the secondary purpose of increasing the general public's confidence in

the insurance sector.

During the period under review, the Fund witnessed a growth of its asset base by 15% to
Kshs. 18.9 billion in the FY2022-2023 from 16.5 billion reported in the FY2021-2022 as shown
in Figure 2 below.

Figure 2. PCF Asset base analysis

PCF Net Asset Value Trend

F t 202L12022

FY 2022kO23
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This growth placed the Fund in a good position to fulfil its mandates particularly that of
payment of compensation to insurance claimants of an insurer placed under a manager

appointed under section 67C (2\ or whose license has been cancelled under the Insurance

Act. This is in line with Article 46 of the Constitution of Kenya, 2010 which gives consumers

the right to protection of their economic interests and to compensation for loss.

The key source of income for the fund is a levy of 05% of total premiums written (insurers

and policyholders each contribute into the Fund a levy of 0.25o/. on gross direct premiums

written). During the financial period under review, the Fund's lely contribution increased

by 9% compared to the same period last financial year. Figure 3 presents a trend analysis of

levy contribution. This is mainly attributed to increase in insurance premiums and growth

in the insurance industry at large.

Figure 3: PCF Levy Contribution Analysis

PCF LEVY CONTRIBUTIONS
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2021 20)2

1,010,718,780

2022.242 3

1 143 465 589

Cumulatively, lery collection for the FY2022- 2023 is 13% higher than same period in the

previous financial year as depicted under figure 3 above. An amount of Kshs. 9,093,028.00

was a receivable relating to the financial period under review.

To ensure the Fund remains focused on upholding these rights for every insurance consumer

in Kenya, the key result areas of the Fund's Strategic Plan remains modelled towards the

development of a comprehensive and inclusive compensation framework, prudent financial

management for sustainability and development of institutional capacity to improve service

delivery. Through the execution of its mandate, the Fund continues to contribute to the

development of the Kenyan insurance and financial sectors, and the economy as a whole.
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The Fund invests its revenue derived from levy contributions received and interest income
from government securities such as Treasury Bills and Treasury Bonds. The investment
interest income is partly used by the Fund to finance the operations of the Fund. During the
period under review, the Fund's interest income from investments continued to grow
compared to the previous financial year ended 30th June 2022 as highlighted in Figure 4

below;

Figure -1. Intcrost Inconre An.rlt,sis

lnterest lncome Analysis

G
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Total Revenue
Total income comprises of levy collections, penalties, statutory management fee and other
miscellaneous receipts. During the FY 2022/ 2023, there was an increase in total revenue
collection by 25% compared with FY 2021, / 2022 as indicated in below Table 5;

Figurr: 5. Total Revenut, Collcctions
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Since the commencement of its operations, the Fund has witnessed a steady growth in terms

of its asset base value. The Government of Kenya provided a seed capital of KShs. 35 million
for operationalization of the Funcl in January, 2005. A pre-funded model for the Fund was

adopted which required insurers and policyholders to each contribute into the Fund a levy
of 05% on gross direct premiums written. The Fund invests its surplus assets solely in
Government securities (Treasury Bills and Bonds) in accordance with guidelines issued by
the National Treasury & Planning.

At the closure of the financial year 2022/2023, cost of the investments at CBK and the accrued

interest on the outstanding investments stood at Kshs. 18.6 Billion compared to 16.3 reported
in F\ 2027 /2022 as indicated in figure 6 below;

Figure 6. PCF Investments in Government Securities

PCF lnvestments in Government Securities

E

cost of Treasury Bills/Bonds
Outstanding

t5,795,287,425

18,040,038,436

.J n-22

n-23

Total

16,324,486,325

L8,637 ,540,731

During the financial year ending 30th June 2023, the Fund's administrative expenses

increased by 79% to KShs. 336.3 million compared to KShs. 187.6 million during the previous
year due to increased activities with respect to staffing levels, increase in operations,

compensation, consultancies and capacity building as analysed below;

Accrued lnterest on oustanding T-

Bill5/8onds

s29,198,900

s97 ,502,295

xxvt



Policyholders Compensation Fund
Annual Report and Financial Statements
For the year Ended 30th lune 2023

I iqrrrc I. ( )11q';.111,,t't.,; I rlrt'trtlitttt,.' , otttl'o'ili,rtt

COMPENSATION

DEPRECIATION AND AMORIIZATION EXPENSE

USE OF GOODS AND SERVICES

Chart Title

0 20,000,000 40,000,000 60,000,000 80,000.000100,000,000120,000,000

Eoard
Expenses

Repairs and
maintenance

Contracted
services

Compensation
Use of goods
and seavices

€mployee
costs

81,017,868

7t4,146,687

49,235,331

91,598,734

22,590,489

21,587.519

Depreciation
and

amortization
expense

8,911,455

28,386,210

7,330,778

7,434,584

5,992,523

7,48t,086

18,508,327

65,697,505

. F\ 2O2rl2O22

i ry zorzlzozt

Among the key highlights from the financial period under review is the participation of the

Fund in the International Forum of Insurance Guarantee Schemes (IFIGS) which was held in

Malaysia where the Fund benchmarked best practises to be adopted in the implementation

of the Fund's strategic plan 2020-2025 which places a stronger emphasis on strengthening

compensation framework to the policyholders in the country by aligning the Fund's activities

with the national development agenda. The ultimate aim is to ensure that policyholders are

safeguarded in the event of collapse of an insurance company.

During the period under review, the Fund also continued its role as a statutory manager for

the three companies placed under statutory management namely, Resolution Insurance Co.

Ltd, Blueshield Insurance Co. Ltd and United Insurance Co. Ltd. The Fund is undertaking

measures to ensure that policyholders of insurers placed under stafutory management are

compensated and the process of verifying the lodged claims continued during the financial

period under review. Claimants who lodged their claims which were verified and approved

by the Board of Trustees for compensation were paid during the period. These claimants

were from Resolution Insurance, Concord Insurance (IL) and Standard Insurance Company

0L).

The Fund participated in various CSR activities such as tree planting in different parts of the

country and donation of food stuff to identified schools in hardship areas.
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The Fund's achievements that I have highlighted above would not have been realized
wiihout the support of the twenty-seven (27) highly skilled employees who executed their
duties meticulously. It remains our resolve, as a Fund, to empower our staff with the requisite
technical skills and competencies to aid them in executing their responsibilities. We have

provided various welfare packages for our staff including car and mortgage facilities at
concessionary interest rates, a comprehensive medical scheme and a framework for
rewarding exemplary staff performance.

In conclusion, let me thank the Government of Kenya, through our parent ministry, the
National Treasury and Economic Planning whose valued support have seen us grow the
Fund; the Board of Trustees who have continuously provided the much-needed strategic
policy direction and leadership; the management and staff whose commitment resulted in
the impressive performance, and our key stakeholders including the policyholders for their
continuous support and contribution to the Fund's growth.

Mt. Abudo Mamo
AG. MANAGING TRUSTEE
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7.0 STATEMENT OF PERFORMANCE AGAINST PREDETERMINED OBJECTIVES
FOR FY 20242023

Section 81 Subsection 2 (f) of the Public Finance Management Act, 201.2 requires the
accounting officer to include in the financial statement, a statement of the national
government Entity's performance against predetermined objectives.

Policyholders Compensation Fund has four (4) strategic themes and objectives within the

current Strategic Plan (2020-2024) which guides the Fund for effective implementation of the
Strategic Plan. These strategic themes are as follows;

a) Strategic theme No. 1: Compensation of policyholders
b) Strategic theme No. 2: Resolution of insurers under distress
c) Strategic theme No. 3: Financial sustainability of the compensation fund
d) Strategic theme No. 4: Institutional capacity

To achieve the Key Result Areas, the following objectives will be pursued;
a) Protect poliryholders' interest
b) Promote confidence and stability in the insurance industry
c) Manage an insurer under stafutory management

d) Manage liquidation of a failed insurer
e) Mobilize resources to meet demands
f) Strengthen internal systems and processes

g) Enhance Fund's governance

h) Athact develop and retain competent staff
i) Enhance service delivery
j) Promote ample working environment

The Fund develops its annual work plans based on the above four themes. Assessment of the
Fund's performance against its annual work plan is done on a quarterly basis. The

Policyholders Compensation Fund achieved its performance targets set for the FY 2022/ 2023

period for its four (4) strategic themes, as indicated in the Table 4 below:
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Table 4. Performance of the t+und against stratqic obieetivee

STRATEGY OBIECTIVE KPI ACTTVTIIES ACHIEVEMEIVT

Compensation
of
poliryholders

To Protect Policyholders Interest Compensation Procedure & monitoring
report.

Implementation of compensation
procedures and guidelines and
undertake compensation
simulation exercise

Compensation simulation exercise geared
towards testing the compensation guidelines
and procedures was undertaken and a report
on the same prepared

Compensation Policy Coordinate the preparation of the
draft compensation policy.

A draft compensation policy has been
prepared and presented to the Staff and The
Board. External Stakeholders will be
engaged rn FY2023 / 2024.

Operationalize claims management
system

Undertake user requirement
gathering, analyze, design,
develop and implement Claims
Management Systrem

Automated end to end compensation process

Verification and payment of
compersation claims.

Continuous verification,
recommendation/ rejection,
forwarding for approval, and
payment of eligible claims of
Concord Insurance, Standard
Assurance and Resolution
Irsurance Companies.

Verification of 970 and payment of 632

claims was undertaken for policyholders of
Resolution, Concord Insurance and Standard
Assurance.

Achrarial study report Undertake an actuarial study to
determine the most appropriate
compensation models and
treatment of unexpired risk
premium

Actuarial study undertaken and report
completed

To promote confidence and
stability in the insurance
industry

Insurance Risk profiling guideline Develop Insurance Risk Profiling
Guidelines.

Insurance Risk Profiling Guidelines
developed and approved by the Board

Quarterly Fund's Exposure Reports Conduct Aggregate Insurance
Risk Exposure analysis

Quarterly reports prepared and deliberated
by the Board

Benchmarking Report Undertake benchmarking exercise
on best practice for compensation
and resolution

Benchmarking undertaken during IFIGS
annual conference and ACM
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STRATEGY oBJEgrryE rPI -*cftrrmlr ACHIEVEMENT

Resolution of
Insurers.

To manage irsurers under
statutory management

Approved statutory management
guidelines and procedures

Develop a Statutory Management
Guidelines and procedures.

Statutory management guidelines have been
approved and are being implemented.

Preservation of Asseb of companies
under Statutory Management.

Survey the land asseb of United
Insurance Company

Surveyed '134 clean land parcels

Prepare quarterly reports for
companies under statutory
management to the Board and
IRA

Quarterly statutory management prepared
and submited

Prepare final report for
Resolution Insurance Co. Ltd
after the lapse of the twelve
months statutory management
period

Final report submitted to the Commissioner
of Insurance

Prudent investment of resources,
preservation of cash

Financial assets of UIC, BSIL and RIL
invested at best possible rate in governemnt
securities

Prepare annual budgets for
insurers under statutory
management

Fund
sustainability

To mobilize financial resources Revenue collection kvy collection [,evy collected stood at KShs. 
.l.1 billion

which surpassed the target by 7%

Investment of revenue collected Investment intrerest income earned stood at
KShs. 1.7 billion which surpassed the target
by s%

Compliance monitoring
Charge penalties
Issue demand letters for
underdeclared levy

Collected KShs. 13.9 million from penalties
Collected Kshs. 17.3 million additional levy
from prior periods
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STRATEGY OBIECTIVE KPI ACTIVITIES

Sbengthening
Institutional

Capacity

To atEact, develop and retain
competent employees

Optimal population of the structure
Staff satisfaction index

RecruitmenEtaf f satisfaction
surveys

Struchrre populated to 87% of the
establishmentEmployee satisfaction index
was 83.3%

To provide ample work
environment

Work environment satisfaction index Undertake employee work
environment survey

Employee work environment index of 85.3%

Enhance Funds governance

To enhance service delivery Implementation of ICT strategic plan Automation of internal processes Implemented enterprise resource planning
system

Eniance corporate image Corporate social responsibility
achvihes

Planted 1600 trees in marginalized areas
Donated foodstuff to identified schools

Implementation of Stakeholders
Participation Guidelines.

Develop Stakeholders
Participation G uidelines.

Stakeholders Participation Guidelines were
developed

To promote public awareness on PCF Development of Communication
Policy.

Communication Policy was developed and
approved by the Board.

Consumer Education Program.
Increased awareness and visibility of
thc PCF.

Develop Consumer Education
Program.

Consumer Education program has been
developed and implemented.

Sponsorship and attendance of
Stakeholder sensitization forums
(Insurance Agents forum,
Insurance brokers forum and
Insurance companies forum).

Stakeholder sensitizations in collaboration
with IRA as well as PCF Bima Mtaani
(Kirinyaga, Migori, Kwale, Turkana, Uasin
Gishu and Embu Counties). Sensitized
insurance agents during AKPIA & IIK
Conference.

Undertake perception surveys on
I'CF Brand Visibility in the four
counties.

Perception Survey was undertaken in Q4.
The questionnaire was administered in two
Counties(Embu County and Eldoret) and at
the Fund's reception. Analysis of the filled
questiomaires has been undertakery a report
has been prepared.

Sbengthen internal systems and

Processes

Enhanced intemal conhol systems Review and report on internal
control systems and processes

Periodic audit reports issued, deliberated by
the Board and recommendations
implemented
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STRATEGY oBIECrrvE XPI Acrrvrmf,s AM

To enhence serrice delivery Approved annual corcolidad
Procurement plan.

Prepare and implement the
approved Consolidated Annual
Procurement and Disposal Plan

Consolidated annual procurement
F"{2V22/2023 prepared, approved by the
Board and implemented

Enhance Govemance
Compliance.

Compliance reporL Implement Mwongozo and
govemment circulars
Training on Mwongozo code of
Conduct

Implementation of Mwongozo and
govemment circulars has been undertaken.
Training for Board Members on Mwongozo
code of conduct has been undertaken-

l,evel of compliance with governance
report recommendations

Implementation of the
recomrrendations of Governance
Audit Report

Recommendations of the Governance Audit
Report have been implemented.

Gazetted Claim Form Submit and follow up on
Gazettement of Compensation
Claim Form.

Gazzeted Claim form was submitted to
Govemment Printers for Publication-
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8.0 CORPORATE GOVERNANCE STATEMENT
8.1.The Fund's financial probity and governance issues

The Board of Trustees comprises of seven (f members drawn from different professional

backgrounds and there is diversity of competencies and skills required for the effective
leadership of the Fund.

In fulfilling its fiduciary responsibility to the stakeholders, the Board of Trustees maintains

oversight control over the strategic, financial, operational and compliance issues of the Fund.

Whilst the Board provides oversight and remains responsible for establishing and

maintaining overall internal controls over the Fund, it has delegated the authority to the

Managing Trustee to conduct the dayto-day business of the Fund. The Board meets at least

once every quarter, and has a formal schedule of matters reserved for it. Trustees are given

sufficient, timely and appropriate information to perform their fiduciary duties. During the

financial year under review, the Board of Trustees was fully constituted as per the Insurance

Act (CAP 487).

8.2.Corporate Governance Statement

The basic responsibility of the Board of Trustees is to exercise its best iudgment and to act in
a manner that it reasonably believes to be in the best interest of the Fund and its stakeholders.

In dirharging that obligation, the Board of Trustees shall be entitled to rely on the honesty

and integrity of the Fund's staff and its external professional advisors and auditors.

In furtherance of its responsibilities, the Board of Trustees shall:

a) Provide compensation to the policyholders of an insolvent insurer;

b) Monitor, in consultation with the Commissioner of Insurance where necessary, the risk
profile of any insurer;

c) Advice the Cabinet Secretary on the national policy to be followed regarding matters

relating to compensation of policyholders and to implement all government policies

relating thereto.

d) Perform such other functions as may be conferred on it by the Insurance Act or any

other written law;
e) Review, evaluate and approve, on a regular basis, long-term plans for the Fund;

f) Review, evaluate and approve the Fund's budget and financial forecasts;

g) Review, evaluate and approve major resource allocations and capital investments;

h) Review the financial and operating results of the Fund;

i) Review, evaluate and approve the overall corporate organizational structure, the

assignment of senior management responsibilities and plans for senior management

development and succession;

j) Review, evaluate and approve the remuneration strategy of the Fund;

k) Adopt, implement and monitor compliance with the Fund's Code of Conduct;

xxxtv



Policyholders Compensation Fund
Annual Report and Financial Statements
For the Year Ended 30th June 2023

l) Review on a quarterly basis the attainment of targets and objectives set out in the
agreed Performance Contract with the Government of Kenya;

m) Review periodically the Fund's strategic objectives and policies; and
n) Review, monitor and ensure that the Fund is effectively and consistently delivering on

its statutory mandates.

During the period under review the Board composition was made up of seven (7) members
rePresenting various stakeholders as per the mandate of the Fund. The Board meets at least
four times in a year. The board has delegated authority to the Managing Trustee to conduct
the day-to-day business of the Fund. The Board of Trustee's, nonetheless, retains
responsibility for establishing and maintaining overall policy direction, internal controls,
operational and compliance issues as well as implementing strategies for the long-term
success in compensating claimants of insurance companies placed under statutory
management or whose licenses have been cancelled.

8.3.Board Composition

The management of the Fund vests in the Board of Trustees, which is constituted as follows:

1. a Chairman, appointed by the Cabinet Secretary;

2. the Commissioner of Insurance or a representative appointed in writing;
3. the Cabinet Secretary responsible for matters relating to finance or a representative

appointed in writing;
4. the Attorney-General or a representative appointed in writing;
5. one person nominated by the body representing the interests of insurers;
6. one person nominated by insurance brokers;
7. one person representing the general public appointed by the Cabinet Secretary; and
8. the Managing Trustee as an ex officio member without a right to vote.

Members of the Board hold office for a period of up to three years and are eligible for re-
appointment for a further one (1) term.

The Board has created three (3) committees namely.
/ The Finance and Administration Committee.
r' The Technical and Policy Committee and;
r' The Audit and Risk Committee.

The Board Charter grants the Board the liberty to establish such ad-hoc committees as

required to deal with any ad-hoc matters requiring focused attention. Board committees are
guided in their deliberations by the approved Charters and Terms of Reference. Deliberations
and recommendations of the Committee are presented to the full Board for consideration.
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Board Committees have been empowered to undertake their roles through delegated

authority from the Board to enable them effectively carry out their mandate and each has its

own Terms of reference setting forth the purposes, goals and responsibilities as well as

qualifications for membership and operational procedures. The Committees are required to

meet at least four (4) times in a year. However, in the current financial year, due to the heavy
work load, each Committee was schedulecl to hold approximately six (6) meetings.

During the period under review, the composition of the Board was as follows

Table 5. Composition of the Board of Trustees

Name Membership Representation

Hon. Simon Mbugua Chairperson Independent (appointed on 18e May 2023)

Mr. Victor Pratt Chairperson Independent (appointed sn llth July 2022 to

77n May 2023)

FCPA Muthoni Wangai Chairperson Independent (appointed on 1't October 2021

to 72h July 2022)

Mr. Godfrey Kiptum Trustee Commissioner of Insurance

Dr. Ben Kajwang' Trustee Representative of the insurance brokers with
effect from 2l't February 2022.

Mr. Thomas Gichuhi Trustee Representative of the insurers effective 21,t

February 2022

Mr. Joseph Waruiru Trustee Representative of the

National Treasury &
effective lln June 2023

Cabinet
Economic

Secretary,

Planning

Mr. Halkano Haro Huqa Trustee Representative of the Cabinet Secretary for
the National Treasury & Planning effective

10d, March 2022 16 2gtrr June 2023

Ms. Janet W. Kungri, HSC Trustee Representative of the Hon. Attorney General

effective 12th June 2023

Ms. Lydia Ochako Trustee Representative of the Hon. Attorney General

from 7h July 2629 1s 11*' June 2023

Mr. Deberious Sikuku Trustee Representative of general public effective

18th May 2023.

Mr. Reuben Ndegwa Trustee Representative of general public from 21*

February 2022 to 77 h May 2023.

As at 30ft June 2023, the Board of Trustees was fully constituted. Trustees are required to
disclose any conflict of interest in relation to matters that are brought before them for
deliberation as stipulated in the Board Charter.

xxxvt



Policyholders Compensation Fund
Annual Report and Financial Statements
For the year 6116"6 36tr June 2023

8.4.Board Meetings Attendance
From the beginning of the financial year to the period ending 30s June 2023, the Board of
Trustees held seven (7) meetings comprising of six (6) regular meetings and one (1) special
meeting while the Committees of the Board held a total of sixteen (16) meetings.

Table 5. Full Board Meetings attendance

Member
Number of
Attended

Meetings

1 Hon. Simon Mbugua 1

2 Mr. Victor Pratt 5

3 FCPA Muthoni Wangai 1

4 Mr. Godfrey Kiptum 5

5 Dr. Ben Kajwang 7

6 Mr. Thomas Gichuhi 6

7 Mr. Deberious Sikuku 1

8 Mr. Reuben Ndegwa 6

9 Ms. Janet Kung'u 1

10. Ms. Lydia Ochako 6

11. *Mr. 
Joseph Waruiru 0

1.2. Mr. Halkano Huqa 5

13. Mr. William Masita 7

*Mr. loxph Waruiru uas appointed tozonrds tle end of tlu peiod under raieru nnd tlere was no

me e tin g ht I d afte no a r ds.

8.5.Finance and Administration Committee

The mandate of the FAC is to act at the direction of the Board of Trustees and to provide
oversight over Management activities in financial stewardship. The FAC shall provide
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oversight over budgeting, financial reporting, investment planning, procurement planning,
human resource management and administration.

The Terms of Reference of the FAC shall be as follows:

a) Review and make recommendations to the Board of Trustees the Fund's financial
strategy ensuring its adequacy and soundness in providing for the organization's
operations and long-term stability.

b) Review, discuss and make recommendations to the Board concerning significant
financial planning, investment of the Fund's asset's management and reporting issues

of the organization.
c) Develop and make recommendations on the budget intended to enable the Fund

effectively implement its strategic objectives.

d) Review management accounts at regular intervals and make necessary

recommendations to the Board.

e) Review and make recommendations to the Board of financial issues arising from the

Fund's annual financial statements.

f) Develop and make recommendations on the human resource policy, recruitment,
management evaluation and terms of service of employees of the Fund.

g) To provide a general overview of the Fund's achievement of procurement plans.

h) To monitor the Management's strategy toward ensuring efficiency and integrity of the

Fund's procurement systems.

i) Ensure that in all recommendations from Management, world-class standards are

developed, practiced and leveraged at the Fund to create stakeholder value and ensure

that statutory mandates are effectively fulfilled.
j) Review and comment on technology budgets as well as major investments in new

operational models and information technology platforms, partnerships and alliances.

k) To oversee the mandate of the Legal Service

The Composition of the Committee was as follows during FY 2022/ 2023 with members

holding office at different times.

a) Mr. Deberious Sikuku
b) Mr. Reuben Ndegwa
c) Dr. Ben Kajwang
d) Mr. Joseph Waruiru
e) Mr. Halkano Huqa
f) Ms. Janet Kung'u
g) Ms. Lydia Ochako

h) Mr. William Masita
During the reporting period, the Committee held five (5) rcgular meetings. The Managing
Trustee provided secretariat services for all these sessions. Mr. Reuben Ndegwa chaired

xxxvlt



Policyholders Compensation Fund
Annual Report and Financial Statements
For the Year Ended 30th )une 2023

the Committee sessions from 1.t July 2022 to 17d'May 2023. Thereafter Mr. Deberious Sikuku
chaired the Committee from 18th May 2023 until the closure of FY 2022/ 2023.
The following joined the Committee membership during the financial year:

a) Mr. Deberious Sikuku with effect from 18th May 2023

b) Mr. |oseph Wairuri with effect frop lttt' June 2023

c) Ms. Janet Kung'u with effect from 12h June 2023

The following exited the Committee membership during the financial year:
a) Mr. Reuben Ndegwa with effect from 17th May 2023
b) Mr. Halkano Huqa with effect from 28ft June 2023

c) Ms. Lydia Ochako with effect from 11ft June 2023

Members who served in the Committee during the re'porting period attended its sessions
as shown below

Table 7. Meetings attendance of the Finance and Administration Committee

Member
Number of Meetings
Attended

Mr. Reuben Ndegwa 5

2 Ms. Lydia Ochako 5

4
Dr. Ben Kaiwang 5

4 Mr. Halkano Huqa 3

q Mr. William Masita 3

The Committee continued in its role of providing oversight over the prudent management
finances of the Fund. This was done through review of work done by the periodic monitoring
of the financial performance and investments. Specifically, the following reports were
considered by the Committee and approved by the Board of Trustees:

a) Quarterly financial reports.
b) Annual Report and Financial Statements for FY 2027.2022

c) Annual Budget Estimates for FY 2023.2024

d) Revised Budget estimates for FY 2022.2023

e) Approved human resources and administration workplace policies.
f) Board Work Plan forFY 2022/2023
g) Board Training Plan for FY 2022/2023
h) Consolidated annual procurement and disposal plans for Fy 2022/ 2023
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8.6.Technical and Policy Committee
The mandate of the TPC is to act at the direction of the Board of Trustees and to provide
oversight in compensation, liquidation and statutory management, strategic planning and

performance contracting and in the development of annual plans, policies, procedures and
guidelines.

The Terms of Reference of the TPC shall be as follows:
a) Review the fundamental technical basis of the Fund's operations in order to enable the

Board ofTrustees to make informed, strategic operational decisions and vote on related

matters.

b) Review technical processes and procedures to ensure that the operational mandate of
the Fund is met.

c) Review compensation and protection trends, making appropriate recommendations to
the Board of Trustees on policy development

d) Review and monitor the Fund's research and development reports ensuring
applicability to policy development.

e) Review and make recommendations on significant emerging issues, policy briefs and
regulatory improvements.

Q Review and make recommendations on legal issues and institutional framework of the

Fund.

g) Facilitate the signing of an annual Performance Contract with the Government of
Kenya and Monitor the implementation of executed Performance Contracts to ensure

achievement of targets set out in the Contract.

h) Develop and make recommendations on efficient compensation, management policy
and procedures to be used by the stakeholders.

i) Develop and recommend an appropriate and effective public education campaign and

awareness policy.
j) Make delegations of authority and responsibilities of the Technical & Policy Committee

as it deems appropriate and periodically review such delegations.

The Composition of the Committee was as follows during FY 2022/ 2023 with members

holding office at different times:

a) Dr. Ben Kajwang
b) Mr. Godfrey Kiptum
c) Thomas Gichuhi
d) Mr. Reuben Ndegwa
e) Mr. William Masita

The Committee held five regular meetings during the reporting period. The Managing Trustee

provided secretariat services in all the Committee's sessions. Members who served in the
Committee during the reporting period attended its sessions as shown below;

xl



Policyholders Compensation Fund
Annual Report and Financial Statements
For the year Ended 30th Iune 2023

Table 8. Meetings attendance of the Technical and Policy Committee

Member
Number of Meetings
Attended

1 Dr. Ben Kajwang 5

2 Mr. Reuben Ndegwa )

3 Mr. Thomas Gichuhi 5

4 Mr. Godfrey Kiptum 3

5 *Mr. Deberious Sikuku 0

6 Mr. William Masita 3

*Follotoing tlrc nppointment of Mr. Debarious Sikuku, rto nteeting tons lvld aftarzonrds

One Trustee, Mr. Deberious Sikuku joined the committee with effect from 18h May 2023. while
Mr. Reuben Ndegwa exited with effect from 17tr'May 2023 during the FY 2022/ 2023.

During the FY 2022/ 2023, the TPC continued in its key mandate of providing oversight over
Management in the compensation of policyholders. The Committee continued with this
endeavor through processing for compensation of policyholder claims of Concord Insurance
Co. Ltd, Standard Assurance Co. Ltd and Resolution Insurance Co. Ltd. Status reports on
comPensation of the above insurers were monitored at each of the scheduled meetings of the
Committee to provide assurance to the Board that the Fund was on track towards
compensating the policyholders.

Other achievements of the committee in the financial year include development of the
Statutory Management Guidelines and Insurance Risk Profiling Guidelines whose
implementation is underway. Further, the Committee, on behalf of the Board, provides
oversight over the statutory management process. During the financial year, the Committee
progressed well in its oversight role and ensured that the necessary structures were put in
place to enhance effectiveness in statutory management. At the end of F\ 2022/ 2023, the
following reports and policies were deliberated and approved by the Board:

a) Quarterly reports on compensation of policyholders totaling KShs. 65.6 million
b) Quarterly reports on statutory management
c) Final statutory management report of Resolution lnsurance Company Ltd
d) Quarterly report on insurance risk monitoring
e) Budgets for insure rs under statutory management
f) Performance contracting implementation
g) Strategic Plan implementation
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h) Strategy for preservation of land assets of United Insurance Company

The 2022/ 2023 Performance Contract was developed, negotiated with National Treasury and

Economic Planning, and reviewed by Public Service Performance Management Unit, and

signed by our Cabinet Secretary for implementation. The Committee provided oversight in
implementation of the Contract to enhance service delivery.

8.7.Audit and Risk Committee
The purpose of the ARC is to assist the Boarcl in fulfilling its oversight role to ensure

effectiveness and efficiency in the operation of the Fund and the effectiveness of the internal

control and risk management.

The ARC plays a key role with respect to the integrity of the Fund's financial information,
its system of internal controls, and the legal and ethical conduct of Management and Staff.

Depencling upon circumstances affecting the Fund, the functions are undertaken by the

ARC will generally encompass the following areas:

a) Evaluating whether processes are in place to address key roles and responsibilities in
relation to risk management.

b) Evaluating the adequacy of the control environment to provide reasonable assurance

that the systems of internal control are of a high standard and functioning as intended.

c) Performing an independent review of the financial statements to ensure the integrity
and transparency of the financial reporting process.

d) Monitoring the effectiveness of the Fund's performance information and compliance

with the performance management framework and performance reporting
requirements.

e) Evaluating the quality of the Internal Audit Directorate, particularly in the areas of
planning, monitoring and reporting, structure and staffing of the function.

f) Engaging with external audit and assessing the adequacy of Management's response

to issues identified by the audit.
g) Reviewing the effectiveness of how the Fund monitors compliance with relevant

legislative and regulatory requirements and promotes a culture committed to lawful
and ethical behaviour.

h) The Committee shall continuously review the risks and the mitigation measures

relating to areas of operation they are responsible for.

i) Reviewing the effectiveness of the system for monitoring compliance with policies,

laws and regulations and the results of the Management's investigation and follow up
of any instances of non-compliance.

j) Providing oversight regarding risk management strategies and monitoring the

effectiveness of the control processes.

k) Ensuring continuous risk monitoring by the Management, following up on the

implementation of appropriate risk management strategies and ensuring that risk

events are managed within the set risk appetite.
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l) Ensuring that a risk assessment exercise is undertaken annually.

Trustees who served the Committee during this period with members holding office at
different times were:

a) Mr. Thomas Gichuhi
b) Mr. Godfrey Kiptum
c) Mr. Joseph Waruiru
d) Mr. Halkano Huqa
e) Ms. fanet Kung'u
f) Ms. Lydia Ochako

During the reporting period ending 30th June 2023, the Internal Audit Directorate offered
Secretariat services to the Audit and Risk Committee (ARC); during the period, seven (7)

meetings were held, comprising five scheduled meetings and two Special meetings as shown
below;

Members who served in the Committee during the reporting period attended its sessions
as shown below.

Tabtre 9. Meetings attendance of the Audit and Risk Committee

The following joined the Committee's membership during the financial year;

Mr. foseph Wairuiru with effect from 29ft June 2023

Ms. Janet Kung'u with effect from 1.2th fune 2023

The following exited the Committee's membership during the financial year;

a) Ms. Lydia Ochako with effect from 11ttt June 2023

b) Mr. Halkano Huqa with effect from 28ft June 2023

)

)

a

b

Member
Number of Meetings
Attended

2 Ms. Lydia Ochako 7

4 Mr. Halkano Huqa 6
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Table below indicates the individual attendance during full board and committee meetings

during the financial year;

Table 10: Board of Trustee Attendance Schedule

flustee Board Meetings
Committee
Meeting

Held Attended
Eligible/
Held

Attended

Hon. Simon Mbugua 7 1 N/A
Mr. Victor Pratt 7 5 N/A
Ms. Muthoni Wangai 7 1 N/A
Mr. Godfrey Kiptum 7 5 7

Dr. Ben Kajwang 7 7 10

Mr. Thomas Gichuhi 7 6 72

Mr. Deberious Sikuku 7 1 0

Mr. Reuben Ndegwa 6 10

Mr. Joseph Wairuiru 7 0 0

Mr. Halkano Huqa 5 9

Ms. Janet Kung'u 7 1 0

Ms. Lydia Ochako 7 6 12

Mr. William Masita 7 76

"*Mr. Joseph Wnntiru, Mr. Deberius Sikuku and Ms. lanet Kung'u ruere appoited towards the end of
the period under repieu, nnd tlere wss tto conmrittee nreetings lvld nftenoards.

8.8.Board Oversight

The Board is responsible for the formulation, implementation and monitoring of the Fund's
Strategic Plan therefore providing appropriate strategic direction for the Fund. In addition,
the Board defines the Vision, Mission and Core Values that enable the realization of the set

Strategic Plan.

Ttre day to day operations of the Fund have been delegated to the Management which is
headed by the Managing Trustee. Periodically, the Board monitors and evaluates the

implementation of its plans and strategies through reports received from Management

through its Committees.

8.9.Board Remuneration

The Board is remunerated in accordance with the approved terms and conditions of service

prescribed under Government Circular Number OP/CAB.2/21/2A /Lll/43 of 23'd

November 2004.
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The remuneration of all Trustees is subject to the terms and conditions of service provided
under the guidelines by the State Corporations Advisory Committee issued in 2004 and the
Salaries and Remuneration Commission (SRC). Apart from their remuneration, Board
members are reimbursed for all reasonable costs incurred in connection with their attendance
of meetings.

8.10. Board Evaluation
The performance of the Board and its members is evaluated on a regular basis. During the
year a Board evaluation exercise was carried out under the guidance of the State Corporations
Advisory Committee (SCAC). Individual performance of the members was discussed with the
Board Chairperson and areas of improvement noted for action.

8.11. Secretary to the Board
The Managing Trustee is the Secretary to the Board and co-ordinates the Boards activities by
ensuring, in conjunction with the Chairman, that the Board meetings are held procedurally.
In addition, the Secretary links the flow of information between the Board and management
as well as ensuring the Board receives adequate and timely information.

All Trustees have direct access to the Secretary who is also responsible for implementing and
monitoring good corporate governance practices, ensuring that Board business meets all
statutory requirements, keeps all legal and regulatory requirements under review and briefs
the Board accordingly about these developments.

8.72. Conflict of Interest of Board members
In regard to conllict of interest. the Board is guided and adheres to the Board Charter,
Mwongozo, The Code of Governance for State Corporations and relevant legislations.

Accordingly, it's a requirement that a Board member shall immediately report to the
Chairman of the Board any conflict of interest or potential conflict of interest and shall provide
all relevant information including information concerning his or her spouse, registered
partner or other life companion, foster child and relatives by blood or marriage up to the
second degree in a matter where conflict of interest could arise. The Board member concerned
shall not take part in the deliberations by the Board where a conllict of interest exists. Board
members and management have been enlightened on the various provisions and at every
meeting there is a requirement for members to declare any conflict of interest on agenda items
presented for deliberation. This confirmation is recorded in a register.

Mr. Abudo Mamo
AG. MANAGING TRUSTEE
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9.0 MANAGEMENT DISCUSSION AND ANALYSIS

9,l.Operational and financial performance

The Fund's operations continued to increase during the financial period under review
compared to the same period last financial year due to enhanced institutional capacity at both
the Board and staff levels. Below are the summaries of operational and financial performance

of the Fund;

9.\.7 Budgeting
The Fund's financial yet 2022/2023 total original approved budget was Kshs. 800,946,944

comprising of recurrent budget of Kshs.268,446,944.00 for operations, Kshs. 500,000,000 for
compensation and non-recurrent (capital) of Kshs. 32,500,000.00. During the financial period

under review, a budget revision of Ksshs. 33,969,600.00 for recurrent expenditure was

approved to cater for additional costs under board expenses, dissemination and publicity and

also depreciation and amortization and compensation budget was revised downwards by
Kshs. 400,000,000. The revised total budget is now Kshs. 489,916,544.00 comprising of; Kshs.

302,476,544.00 operations, compensation Kshs.100,000,000 and capital budget is

Kshs.87,500,000 as indicated in below table;

F'igure 8. FY 202{2023 Budeet

FY 2022/2023 Budget

350.000.000

300,000,000

250.000,000

200,000,000

150,000.000

100.000.000

50.000.000

0
Rec0rrent

EudBet

302,416,544

Compensation
Budget

100,000,000

Ca pita 1

Budget

87,500,000r FY 202212023 Bud8et

9.1..2 Summary of Revenues and Expenditure
The overall goal of resource mobilization is to strengthen PCF's funding through diversilication of
revenue strearns. In this regard, PCF will continue to lobby and mobilize financial resources for its
activities as follows:

a)

b)

c)

Collect and consolidate all funds from all the identified sources;

Explore altemative sources of funds; and

Foster partnerships with development parklers;
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During the period ending 30$ June 2023, PCF's total revenue amounted to Kshs. 2.9 billion compared
to Kshs. 2.3 billion in the same period of the previous financial year as indicated in Table 11 below;
Table 11. Revenue Collection Analysis

This hend represented a 25% increase which was as a result of increased levy collections volumes,
favourable interest rates from investments in Treasury Bills and Bonds at CBK and penalties charged
on defaulting insurers.

Total recurrent expenditure stood at Kshs. 333.8 million compared to Kshs.187.6 million in the previous
financial year. Cumulative capital expenditure plus pending capital commitments as at 30tr June 2023

was at Kshs. 285,034,538.00 (out of which Kshs. 198,042,610 had been accrued from previous financial
year 2027 / 2022 tnder capital comrnitrnents and Ksh. 86,99'1,928 financed from FY 2022 / 20'23 budget).

Figure 9. Revenue distribution analysis

FY 202212023 Reven ts

Total expenditure for the period under review stood at Kshs.333.8 million. Figure 10 below
shows an analysis of the expenditure composition.

Revenue w 20242023
F'Y 2027n022

Contribu tion levy "1,743,466,589
7,070,71.8,780

Penalties "t3,996,633 -14,905,827

Investment interest income 1,745,895,233 7,284,060,959
Other Income 4,289,460 9,289,"t68
Total 2,907,647,976 2,318,974,734

Other lncome,
4,289,460,O%

Contribution
levy,

1,143,456,s89,
39%

lnvestment
income,

7,745,895,233,
60%

Penaltie5,
73,996,633 ,7%

xlvii



Ii
I

lL.,lr
F

holdere Compensation Fund
Report and Financial Statementg

year Ended 3gm ]une 2023

F 10. PCF Expenditure Analyaie

u0,m0,m0

t00,000,0@

80,000,000

60,0@,(m

rr{l,oolo

Expenditure Analysis

ffi

0

expenses at the end of the financial period under review stood at IGhs. 21.6 million as

in figure 11;

11. PCF Board expenses analysis

pt 20221202? Board Expenses analysls
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CaFi Expenditure incurred by the Fund during the period was IGhs. Zsmillion as analysed in
fi 12 below;
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Figure 12. Capital expenditure analysis

Capital Expenditure & Commitments Analysis

E
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9.1.3 Compensation

The primary mandate of the Fund is protection of policyholders through the payment of compensation

to the claimants of insurer placed under a statutory management appointed under section 67C (2) or
whose license has been cancelled under the lnsurance Act.

Poliryholders and claimants of three (3) Insurance Companies were compensated during the FY

2022/ 2023 i.e Concord Insurance Company Ltd, Standard Assurance Company Ltd, and Resolution

Insurance Company Ltd.

During the financial year 2022/2023, a total of six hundred thirty-three (633) claims were paid out of
the total cumulative clairns of nine hundred and seventy (970) the Fund has received and registered

from inception of the compensation process.

Table 12. Compensation analysis

office
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ttings &
equipment
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Motor
Vehicle

c.apital

Commitme
nts

Insurer No.
claims

Q1

No.
claims

Q2

No.
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Q3

No.
claims

Q4

Total amount
approved Q1

Total amount
approved Q2

Total amount
approved Q3

Concord
Insurance
Co. ttd

02 01 500,000.00 250,000

Standard
Assurance
Co. Ltd

01 03 241,860.00 750,000.00

Resolution
Insurance
Co. Ltd

744 20"1 206 75 18,048,277.53

20,833,033.00

"19,752,059.70

145 206 207 75 78,290,737.53 22,083,033.00 20,002,059.7

Total
amount
approved
Q4

5,322,274.9
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During the FY 2022/2023, the Fund verified and paid six hundred and thirty-three (633) claims

amounting to KShs. 65,697,505.132 as tabulated in the Table 5 above. The Lapse of the two-year (2)

compensation time frame and subsequent closure of compensation for Concord Insurance Co. Ltd was

approved by the Board. A final handover report has been submitted to the Office of the Official
Receiver.

The Compensation Policy has been developed and will be submitted to the National Treasury and

Economic Planning in the FY 2023 / 2024. The Fund completed Phase I of automation of the Claims

Management System. Phase II will be undertaken in the F\ 2023 / 2024.

The Fund sought and obtained the legal opinion from the Office of the Attomey General on the

interpretation on the matter of Compcnsation of BlueShield Insurance Co. Ltd and United Insurance

Ltd. The Attorney General responded and issued a no objection opinion on compensation of
policyholders and claimants of BlueShield Insurance Co. Ltd, and deferred compensation of
policyholders and claimants of United Insurance Co. Ltd until the winding up order is issued.

Compensation of BlueShielcl Insurance Co. Ltd wi[[ be undertaken in the FY 2023.2024 and F\
2024.2025.

9.7,4 Statutory Management

Policyholders Compensation Fund (PCF) is mandated to participate in statutory management and

liquidation of an insolvent insurer assigned among other responsibilities by the Insurance Act.

Currently, the Fund is statutory manager of three (3) insurance companies i.e. Blue Shield Insurance

Co. Ltd, United Insurance Co. Ltd and Resolution Insurance Company. The activities undertaken

during the period under review are;

i) Secured and preserved all the assets and properties of the insurers under statutory
management.

ii) Recovered debts and sums of money due to/ owing to insurers under statutory
management.

iii) Evaluated the solvency and liquidity of insurers under statutory management and

made a recommendation to the Commissioner of Insurance on action to be taken.

iv) Prepared periodic reports of the insurers under statutory management for submission
to the Commissioner of Insurance.

v) Carried out statutory audits of insurance companies under statutory management.

9.1.5 Liquidation

The Fund continues to engage with the office of the Official Receiver who are the official liquidators
for Concord Insurance Co. and Standard Assurance Co. Ltd. A formal Handover process for Concord

Insurance Co. Ltd was finalized on 7th December 2022.
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9.1.6 Insurance Risk Monitoring
The Iruurance Act mandates the Fund to monitor the risk profiles of all licensed insurers. The purpose
of risk profiling is to enable preparedness, proactive intervention by the Fund in compensation,
statutory management and liquidation processes.

lnFY 2022/23, the Fund carried out the following activities pursuant to the risk profiling mandate of
the Fund:

i). Conducted insurance risk monitoring analysis of all licensed insurers based on the data
published by the IRA.
iii). Implemented the Insurance Risk Profiling Guidelines
i,r). Developed an Onsite Inspection tool which would enable the Fund collect requisite insurance
company data prior to collapse or failure.

Dwing FY 2022/23 the Fund analysed compliance of all licensed insurers with the Contribution Levy
requirements under Section 179 16) of the Insurance Act and Regulation 9(1) of the Insurance
(Policyholders Compensation Fund) Regulations. The Fund also issued demand and penalty notices
to non-compliant insurers.

9.1,.7 Research, Strategy and Planning

In the FY2022/ 2023, the Fund was able to carry out an actuarial study to establish suitable resolution

models for the Kenyan Insurance market. The Study focus was on determination of the sufficiency of

the current compensation coverage and scope and determination of best resolution mechanism for

insurance company. The study was completed; key policy advisory recommendations will be

considered for implementation in subsequent financial years;

a. Review of compensation coverage and scope

b. Consideration of premium refunds to policyholders of companies placed under

statutory management.

c. Introduction of Risk Based Levy contribution and collection model.

d. Advisory on an appropriate Investment Policy

e. Advisory on the adequacy of the Insurance Act and regulations on PCF carrying out its

mandate effectively.

The above recommendations are in line with global best practices of policyholder compensation

schemes in other advanced jurisdictions. Mechanisms to implement the above recommendations will

be steered in FY2023/2024.

The Fund has been implementingF\2l2l/ 2021, - 2024/2025 Strategic Plan through annual workplans

and Performance Contracting. During the contract period, the Fund developed and implemented FY

2022/2023 corporate annual workplan and the performance contract with the guidance of The
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National Treasury and Economic Planning. Mid Term review of the Strategic Plan was undertaken

and will be progressed to FY2023 / 2024.

Other activities undertaken include;

a. Development of Partnership Engagement Framework and Stakeholders Participation

Guidelines.

b. Development and implementation of Research Policy and Procedure Manual

c. Development of Business Continuity Plan (BCP) for the Fund

9.1.8 Human Resource & Administration

The Human Resource & Administration function supports the achievement of the Fund's

mandated by attracting, developing and retaining highly qualified, skilled and motivated

staff.

a) Staff Establishment

During the period, the Fund enhanced staff capacity through acquisition of talent to effectively

deliver on its mandate by competitively recruiting thirteen (13) positions thus enhancing the

number of employees from fourteen (14) in the FY 2027 /2022 to a total of tvventy seven (24 as

at the end of the period under review against the total establishment of thirty-one (31). To

further complement the staff establishment, two (2) Young Professionals were recruited, five

(5) interns were onboarded from the Public Service Internship Programme (I'SIP)and one (1)

f rom Presidential Digital Program.

b) Job Evaluation

To effectively determine worth of the iobs in the Fund and establish an equitable and

defensible job grading criteria, the Fund, during the pe'riod under review, conducted a Job

Evaluation exercise whose outcome was a salary structure commensurate with the specific

jobs. The Job Evaluation results were adopted by the Fund and the outcomes implemented.

The implementation of the JE results is expected to motivate staff, enhance their performance

and productivity as well as retain the highly skilled and elusive talent.

c) Staff Mortgage and Car Loan Scheme

During the period under review, the Fund established and operationalized staff mortgage and

car loan schemes at concessionary interest rate of 3%. This initiative is aimed at enhancing

staff welfare in terms of home ownership and transport. A total of Kshs. 151M for staff

mortgage and Kshs.32M for staff car loan was approved as seed capital.
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d) Employee and work environment satisfaction surveys

During the period under review, the Fund undertook a baseline survey on employee and work

environment satisfaction. The employee satisfaction yielded an index of 83.3'/" whereas the

work environment satisfaction survey was at 85.3%. These baseline surveys are expected to

guide the Fund in the subsequent financial years in implementing varied welfare initiatives

that will enhance employee motivation and retention

e) Capacity Building

It remains our resolve, as a Fund, to empower our staff with the requisite technical skills and

competencies to aid them in executing their responsibilities. During the financial year under

review, all employees were sponsored by the Fund to attend at least one skills training lasting

not less than five (5) days. To establish the competency level and implement appropriate

intervention measures, the Fund undertook a skills gap audit analysis which yielded a skills

and competency level of 74o/o.lntervention measures were developed for implementation over

a period of three (3) year.

f) PerformanceManagement

Productivity and performance being recognized and accepted as fundamental components for

competitiveness and drivers of organization and economic growth have been fully adopted

by the Fund. The performance management in the Fund is anchored on the Strategic Plan,

Performance Contract and the Corporate work plan. During the year under review, the Fund

signed a performance contract with the National Treasury & Economic Planning which was

thereafter cascaded to every member of staff in form annual targets. The Corporate

Performance Evaluation of performance during the year was 2.9 which is rated as " Very

Good". This is an improvement from the year 2020/2021where the performance was "good"

at 3.2. To ensure continuous improvement, the Fund has put in place a performance

management rewards and recognition framework to reward exemplary performance of

individuals and teams.

9.7.9 Information and communication technologies (ICT)

During the Financial Yeat 2022-23, the Fund procured and operationalized an Enterprise
Resource Planning (ERP) system. In addition, the Compensation Management System (CMS)

was completed and operationalized.
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The Fund intends to integrate the delivery of its service to the citizen via the E-citizen portal
as directed by the head of public service, that all government services offered to the citizens

to be accessed via the government portal.

In the same Period the State Corporations Advisory Committee issued a Circular Ref. No.

OP / SCAC.9 / l dated 3rd March 2023 for all government agencies to automate their operations
to achieve a paperless government for efficient and effective delivery of services. In view of
this the fund was able to acquire an Electronic Document and Records Management System

which has been Installed and indexing, scanning of records completed. The training of users

and handholding to perfect the process is ongoing.

During FY 2022/ 23 the Fund embarked on the process of automating the Monthly
Contribution Levy Returns submission through a Levy Collection and Reconciliation System

(LCRS). Upon completion, there will be enhanced monitoring of compliance and increased

efficienry in the reconciliation and analysis of contribution levy payments made by insurers.

The Fund Procured ICT Infrastructure for the Local Area Network and connectivity for the

new offices within the financial year. In addition, to improve on the systems and network
security the Fund implemented a Netrvork Access Control system, this is to help in managing

the access to the shared resources such as the wireless connectivity, office 365 shared drives
and installation of application on the personal devices.

To improve on risk management strateSies, the Fund developed an ICT Disaster Recovery

Plan to help in the recovery process in case of a disaster. This was completed and approved

by the Board of Trustees for implementation.

9.L.10 Supply Chain Management

During the period ended 30th June 2023, the following are activities were undertaken by the

Fund under supply chain management;

i) Annual procurement plan was prepared and approved for implementation

ii) Market survey to aid in procurement of goods and services

iii) Procurement of goods and services and works as planned in Procurement Plan

FY2022/2023

iv) Procurement contracts management and administration was undertaken for contracts

v) Training of special groups (AGPO Categories)

vi) Prepared and submitted quarterly reports to the National Treasury & Economic

Planning, Public Procurement Regulatory Authority and Ministry of Industrialisation

& Trade.
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9.1.11. Internal Audit

The Internal Audit Directorate in PCF aims to provide independent, objective assurance and

advisory services designed to add value and improve PCF's operations, Fund's risk

management, governance and internal control processes are operating effectively. The

Directorate is responsible for evaluating the state of internal control, risk management, and

governance processes within the Fund and providing independent assurance and advice to

the Board and management.

The Internal Audit directorate offers the secretarial services to the Board Audit and Risk

Committee. During the reporting period ended 30th June2023, the Internal Audit Directorate

completed various audit activities which include;

a) Review of Quarterly and Annual Report and Financial Statements.

b) Review and report on the operations of all the Funds directorates & departments.

c) Coordinated the external audit exercise

9.1.12 Corporate Communications

PCF is mandated to promote confidence in the Insurance Industry and creating awareness to
the public of the Fund's mandate and its contribution in the Insurance Sector. Consumer
Education is a key avenue to achieving this mandate as outlined in the Strategic Plan. The
Fund has committed to sensitize various stakeholders through different channels of
communications so as to reach a wider audience to create public awareness and enhance its
visibility.

During the FY2022 / 2023, the Fund has been able to conduct outreach activities in different
counties through a program dubbed 'PCFMtanni' sensitization engagement forums which
targets different stakeholders including (Media, Boda Boda riders, Matatu owners/ operators,
National Government Administrative Officers, KUPPET, KNUT, KNCCI, Women, Youth,
PWDs, Co-operatives and Religious groups). The Fund also partnered with Insurance
Regulatory Authority to sensitize more stakeholders. The counties targeted included: -
Kirinyanga, Taita Taveta, Kwale, Turkana, Migori, Uasin Gishu and Embu.

In addition, The Fund increased its sensitization campaign by airing informercials through
electronic media ie. TV, Radio fms and social media platforms.

Both the sensitization forums and the informercials presented an opportunity for the Fund to
create awareness of its mandate, enhance visibility and enlighten the various stakeholders on
the importance of Policyholders Compensation Fund in the Insurance sector. In doing so, the
Fund will contribute to fostering national stability through the confidence it creates in the
Insurance Sector. The targeted leaders from different fields shall become the Fund's
ambassadors to educate others through their own organized forums.
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9.1.13 Legal and Governance

During the Financial Year 2022/ 2023 the Funtl through the Legal Services Directorate
continued to advise the Board and Management on Corporate Governance Compliance,

advice on legal matters, managing the litigation function and overseeing legal representation

of the Fund.

The Fund has reviewed contracts, service level agreements, memoranda if understanding,
leases and other legal docume'nts. In addition, the Fund also liaised with the Office of the

Attorney General on the legality of compensation of the policyholders and claimants of Blue

Shield Insurance Company Ltd and United Insurance Company Ltd. The Attorney General

responded concurred with our re.commendation an issued an Advisory opinion and issued a

no obiection opinion on compensation of policyholders and claimants of BlueShield Insurance

Co. Ltd, and deferred compensation of policyholders and claimants of United Insurance Co.

Ltd until the winding up order is issued.

In order to support the Statutory Management function at the Fund, through the legal

Directorate coordinated and provided oversight for all legal cases for companies under
Statutory Management. In addition, PCF also spearheaded the amendment to the Insurance

Act Cap 487 through the Budget Memorandum. Specifically, the following sections were
amended Regulation 13(2) of the Insurance (Policyholders Compensation Fund) Regulations

2010 to provide that a policyholder may seek compensation upon his insurer being placed

under Statutory Management or license cancellation. Further Regulation 15 was amended to
provide for a time period of two years for lodging claims by policyholders.

The Fund continued to implement the recommendations of the Governance Audit during the
period under review and ensured compliance with Mwongozo the Code of Governance for
State Corporations and Government Circulars.

9.2.Fund's compliance with statutory requirements

The Fund's operations are legally guided by the Constitution of Kenya,2010, the provisions

of the Insurance Act, Chapter 487 o( the Laws of Kenya, The Insurance (Policyholders'

Compensation Fund) (Amendment) Regulations, 2019, the State Corporation Act, Cha pter 446

of dre Laws of Kenya and all other relevant laws and regulations that govern the operations

of the Fund as well as Government circulars issued from time to time.

The financial statements have been prepared in accordance with Accrual-basis International

Public Sector Accounting Standards (IIISAS) as prescribed by the Public Sector Accounting

Standards Board (I5ASB). The financial statements comply with and conform to the form of
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presentation prescribed by the PSASB. The accounting policies adopted have been

consistently applied to all the years presented.

9.3.Key projects and investment decisions the Fund is planning/implementing.

The Fund continued with its operations and investments of the levy collections from insurers

with the aim of increasing the Fund's financial sustainability. The levy collections are invested

at the Central Bank of Kenya and at the end of the financial year period under review, the

Fund's investments at CBK in Treasury Bills and Bonds had a face value of Kshs.19.5 billion.

Partial Investment interest income earned from investments is used to finance the Fund

operations.

9.4.Major risks facing the Fund

In the course of carrying out its mandate, the Fund is exposed to risks that inhibit the
achievement of its strategic objectives. During the FY 2022-23, the Fund identified and
mitigated major risks as indicated in the Table 13 below;

'Iable 13.N{ajor Risks Facetl by thc Furrd

Potentlal Rtuk Risk Drivers Risk
Rating

Risk Mititation Str.tedes Str.teEic Objective
Affected

Uquidity l.ow allo[ation of
funds
Failure to collect
proiected revenue
Unprecedented
claims from
policyholders

Medium Enhance resource mobilisation
Review compensa tion policy

To protl\:t
policyholdc,l s

interest

To promote
confidence and
stability in the
Insurance industry
To mobilise
financial resources

Litigati,ons Failure to comply
with legal provisions
Inadequate poliry,
legal and regulatory
framework
Failure b adhere to
regulations, honour
contracts and MOUS

Low Undertake legal and
governance audit
Conbnuous engagement of
stakeholders
Conhnuous aonsulLation with
the AG's Office
Sensitisation of policyholders
Ad&ess public complaints
Implemmt contracls and
MoUs as negotiated

To protect
policyholde/s
interest
To promotr
conliderrce and
stability in the
Insurance industry

Fraud Fraudulentclaim for
compensation

Medium Autonration

Sensitisation and public

To ensure prudent

utilisation of funds

I-,oss of assets Failure to secure assets
Non adheren.p to ink mal
contIol measures

Low lmplement internal
controls
Develop asset register
Tag Fund assets

Shengthen risk kansfer
agreements

To shengthen
internal systems
and pr<xesses

Reputation Delay in compensation
payment to clainrants

High Timely compensa tion to
claimants through
automation

To protect
poliryholde/s
interest
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terial arrears in atatutoryfinancial obligatione
Al end of the fhancid year 202./?n23, the Fund did not have any mahrial arrears in statutory

obligations.
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1O.O ENVIRONMENTAL AND SUSTAINABILITY REPORTING
Policyholders Compensation Fund exists to transform lives. This is our purpose; the driving
force behind everything we do. It's what guides us to deliver our strategy, putting the

policyholder/customer/Citizen first, delivering re'levant goods and services, and improving
operational excellence. Below is an outline of the organization's policies and activities that
promote sustainability.

10.1 Sustainability Strategy and Profile
To ensure the Fund remains focused on delivering its mandate to the public, the key result
areas of the Fund's Strategic Plan (2020-2024) remains modelled towards the development of
a comprehensive and inclusive compensation framework, prudent financial management for
sustainability and development of institutional capacity to improve service delivery. Through
the execution of its mandate, the Fund continues to contribute to the development of the

Kenyan insurance and financial sectors, and the economy as a whole. Multi-stakeholder
partnership for sustainability are collaborative arrangements in which actors from different
sectors of society work together toward a sustainability goal. Within such partnerships, multi-
stakeholder collaboration (MSC) refers to the interactive process in which actors with diverse
points of view work together, implementing collective action, and sharing risks, resources,

and responsibilities.

The Fund is a member of the International Forum for Insurance Guarantee Schemes (IFIGS)

and is the pioneer Insurance Guarantee Scheme (lGS) in Africa. The key objectives of IFIGS is

the sharing of knowledge and experience in insurance guarantee schemes with the aim of
adopting best practices in compensation and resolution of troubled insurers for the ultimate
protection of poliryholders.

During the financial year, representatives from the Fund attended the 9th International IFGIS

Annual Conference in Kuala Lumpur, Malaysia and shared views from the Africa region
focusing on the implications of the various disruptive forces in environmental, technological,

and financial reporting. The Fund also gained insights on global best practices in
strengthening the poliryholder compensation regime, treatment of premium refunds and

appropriate resolution of troubled insurers.

lO.2Environmental Performance
The Fund commits to have an environmental policy in place in the subsequent financial year.

The Fund engaged in environmental sustainability initiatives during the financial year in
activities such as ; contracting NEMA licensed waste management service provider for waste

disposal, migration to EDRMS to reduce on printing and paper waste.

10.3Employee Welfare
a) Recruitment - Recruitment in the Fund is anchored on the Fund's human resource

instruments including the HR policy & Procedures Manual, organization structure,
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staff establishment as well as the career guidelines. These instruments outline the

number of staff to bc hired, their levels, the process to be followed in hiring, the person

as well as job specification. In conclucting the recruitment, the Fund adheres to
constitutional requirements in terms of gender representation by ensuring that not
more that 2/r of either gender are appointed and also that at least 5% of PWDs are

represented in appointments at the Fund. As at 30ft June 2023,

b) Improving skills - Annually, the Fund identifies skills requirement of employees

through training needs analysis. A training plan is drawn and implemented and

thereafter evaluation of trainings done to ensure that the skills obtained are being

applied to bridge gaps identified. Skills gap Analysis was undertaken during the

period to establish the skills and competencies in the Fund and intervening measures

to bridge the identified gaps in a period of three years.

c) Managing Careers - The Fund has in place a career guideline which provides clearly
defined job descriptions and specifications with clear delineation of duties and

responsibilities at all levels within the career structure. The guideline establishes

standards for recruitment, training and development as well as advancement within
the career structure. Further, talent and succession management policy has been put in
place detailing how the Fund will manage vacancies as and when they fall vacant.

d) Appraisal and Reward Systems - Staff performance appraisal is a critical component
of the human resource management function. The overall objective is to manage and

improve performance by enabling a higher level of members of staff participation and

involvement in planning, delivery and evaluation of work performance. The main
objective is to link individual performance with organizational performance. The

appraisal period covers one (1) year starting every 1st of July to 30tt' June of the

following year. Prior to the beginning of the performance appraisal period, individual
staff in consultations with respective supervisors set their annual targets which are

anchored on the strategic plan, departmental work plan and departmental priority
objectives. The Fund has developed a framework of rewarding exemplary performance

on an annual basis to enhance staff performance and productivity.

e) Compliance with Occupational Safety and Health Act of 2007, (OSHA.) - The Fund
has an operational Occupational Safety and Health Policy that establishes occupational
safety and health systems and programmes geared towards the improvement of the
work environment. The policy seeks to reduce the number of work-related accidents

and equitably provide compensation and rehabilitation of those iniured at work or who
contract occupational diseases. In compliance with the prevailing Act, the Fund
conducted a fire safety inspection, health and safety inspection in June 2022 and
implementation of recommendations was continuously undertaken during the

financial year 2022/ 2023.
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10.4Market Place Practices

To enhance proper market place practises, the Fund initiated the following measures:

a) Responsible competition practice - There's an ethics and anti-corruption committee set

by the Fund to ensure responsible practices while delivering services to the stakeholders

of the Fund and adherence to equity and fairness to all policyholders.
b) Responsible Supply chain and supplier relations - The Fund adheres to the approved

the Supply Chain Policy & Procedure Manual in conduct of its procurement activities.

The Fund also undertook training of AGPO categories. All procurement opportunities
are advertised on the Public Procurement Information Portal (PPIP) and the Fund's
website. The Fund ensured that all suppliers are paid within 30 days of the delivery of
goods, services and works. Good supplier relationships were maintained for the

duration of the FY2022/2023.In addition, through the automation of internal processes

and the use of ERP system has enhanced efficiency levels in service delivery. The

procurement is done in compliance with the PPDA,2015 and all relevant government
regulations and circulars issued from time to time.

c) Responsible marketing and advertisement - The Fund publicize its mandate in
appropriate communication channels. To ensure that the content is fit for dissemination
to the public, the Fund has in place a consumer education committee which exists whose

responsibility is to review marketing and advertisement content to ensure it complies to
acceptable ethical standards.
Product stewardship - The Fund has in place an approved complaints management

policy that guides on resolution on consumer complaints in a timely manner and also

provides channels to consumers to lodge their complaints or feedback. The consumers

have been sensitized to enhance their capacity in reporting and also while seeking

recourse. In addition, the Fund has established a Complaints handling committee to
provide oversight on all complaints raised.

d) Corporate Social Responsibility / Community Engagements - During the FY

2022/ 2023, the Fund in its corporate social responsibility (CSR) in the following
initiatives;

i) Supported tree planting (1,600 trees) and water tank donation at Itoleka Girls
Secondary School in Kitui County

ii) The Fund also donated and participated in the 7s edition of Kaptagat Forest

Annual Tree Planting event under the Ministry of Environment.
iii) The Chairperson of the Board of Trustees participated in a tree planting exercise

for Chairpersons of State Corporations organized by National Environment Trust
Fund at Lenana Forest Station in Nairobi.

iv) Donated food stuffs to two needy public secondary schools in Kilifi ( Pwani
Secondary School for the deaf and Uyombo Girls Secondary fthools) to mitigate
drought effects within the country.
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11.0 REPORT OF THE BOARD OF TRUSTEES

The Trustees submit their report together with the audited financial statements for the year

ended June 30,2023, which show the state of Policyholders Compensation Fund affairs.

11,.1, Establishment
Poliryholders Compensation Funtl is a State corporation established under Section 179 of the
Insurance Act and commenced its operations on 1.t January, 2005.

71.2 PrincipalActivities
The principal activities of the Fund are to protect the policyholders of an insurer placed under
a manager appointed under section 67C (2) or whose license has been cancelled under the Act
through provision of compensation for unpaid claims, participation in statutory management

and liquidation of a wound-up insurer.

11.3 Results
The results for the year ended 30th June 2023 are set out from page 1 of this report.

77,4 Board of Trustees

The Trustees who served during the current year are as follows

Table 14: Board of Trustees Membership

Narne Membership Representation
Hon. Simon Mbugua Chairperson Independent (appointed on 18tt May 2023)

Mr. Victor Pratt Chairperson Independent (appointed or't 13tt' ;uly 2022 to 17h May
2023)

FCPA Muthoni Wangai Chairperson Independent (appointed on 1"t October 2027 to 726

July 2022)

Mr. Godfrey Kiptum Trustee Commissioner of Insurance

Dr. Ben Kajwang' Trustee Representative of the insurance brokers with effect

from 21.t February 2022.

Mr. Thomas Gichuhi Trustee Representative of the insurers effective 2lstFebruary
2022

Mr. Joseph Waruiru Trustee Representative of the Cabinet Secretary, National
Treasury & Economic Planning effective 29ft June 2023

Mr. Halkano Haro Huqa Trustee Representative of the Cabinet Secretary for the

National Treasury & Planning effective 1Otr March 2022

16 2gtr' June 2023

Ms. lanet W. Kungri, HSC Trustee Representative of the Hon. Attorney General effective

12th June 2023

Ms. Lvdia Ochako Trustee Representative of the Hon. Attomey General from 76

July 2020 16 11ttt June 2023

Mr. Deberious Sikuku Trustee Representative of general public effective 18th May
2023.
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Representation
Representative of general public from 2l Februa

2022 to "17t, May 2073.

11.5 Auditors
The Office of the Auditor General (OAG) is responsible for the statutory audit of the

Poliryholders Compensation Fund in accordance with Section 35 of the Public Audit Act 2015

(Cap.13a).

11.6 Entity's compliance with statutory requirements
PCF has complied with its establishing Act, that is, Section 179 of the Insurance Act, State

Corporations Act PFM Act, PFM Regulations and other legal requirements such as

submission of statutory deductions to statutory bodies and its internal policies and

Procedures.

By Order of the Board

Mr. Abudo Mamo
AG. MANAGING TRUSTEE/SECRETARY TO THE BOARD

Name Membership
Mr. Reuben Ndegwa Trustee
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12.0 STATEMENT OF THE BOARD OF TRUSTEES RESPONSIBILITIES
Section 81 of the Public Finance Management Act, 2072, section 14 of the State Corporations
Act and the Insurance Act, Cap 470, require the Board of Trustees to prepare financial
statements in respect of Policyholders Compensation Fund (PCF), which give a true and fair
view of the state of affairs of the PCF at the end of the financial year and the operating results

of the PCF for the period ended 30th June 2023. The Trustees are also required to ensure that
the PCF keeps proper accounting records which disclose with reasonable accurary the

financial position of the Fund. The Trustees are also responsible for safeguarding the assets of
the Fund.

The Trustees are responsible 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 30,2023. This responsibility includes:

i) Maintaining adequate financial management arrangements and ensuring that these

continue to be effective throughout the reporting period;
ii) Maintaining proper accounting records, which disclose with reasonable accuracy at

any time the financial position of the Fund;

iii) Designing, implementing and maintaining internal controls relevant to the preparation
and fair presentation of the financial statements, and ensuring that they are free from
material misstatements, whether due to error or fraud;

iv) Safeguarding the assets of the Fund;

v) Selecting and applying appropriate accounting policies; and
vi) Making accounting estimates that are reasonable in the circumstances.

The Trustee accept responsibility for the Fund's financial statements, which have been

prepared using appropriate accounting policies supported by reasonable and prudent
judgements and estimates, in conformity with International Public Sector Accounting
Standards (IPSAS), and in the manner required by the PFM Act, 2072 and (the State

Corporations Act) and the Insurance Act, Cap 470. The Trustees 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 June30,2023, and of the Fund's financial position as at that date. The

Trustees further confirms the completeness of the accounting records maintained for the

Fund, which have been relied upon in the preparation of the Fund's financial statements as

well as the adequary of the systems of internal financial control.

In preparing the financial statements, the Trustees have assessed the Fund's ability to continue
as a going concern (disclose, as applicable, matters relating to the use of going concern basis

of preparation of the financial statements) or;
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Nothing has come to the attention of the Trustees to indicate that the Fund will not remain a

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

Approval of the financial statements
The Policyholders Compensation Fund financial statements were approved by the Board

o" .-lslr\1l+.-1.}.. .. . . . and signed on its behalf by:

Hon. Simon Mbugua Mr. Abudo Mamo
AG. MANAGING TRUSTEECHAIRPERSON BOARD OF TRUSTEES
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REPORT OF THE AUDITOR-GENERAL ON POLICYHOLDERS COMPENSATION
FUND FOR THE YEAR ENOED 30 JUNE, 2023

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lalvfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure the Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on the Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act,2012 and the Public Audit Act, 2015. The three parts of
the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opin ion

lhave audited the accompanying financial statements of Policyholders Compensation
Fund set out on pages 1 to 43, which comprise the statement of financial position as at
30 June, 2023, statement of financial performance, statement of changes in net assels,
statement of cash flows and statement of comparison of budget and actual amounts for
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)
the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the PublicAuditAct,20l5. lhave obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of the Policyholders Compensation Fund as at 30 June, 2023, and of its financial
performance and its cash flows for the year then ended, in accordance with the
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with the
lnsurance (Policyholders' Compensation Fund) Regulations, 2010 and the Public Finance
Management Ad,2012.

Basis for Opinion

The audit was conducled in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAls). I am independent of the Policyholders Compensation Fund
Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my opinion.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final expenditure
budget and actual amounts on comparable basis of Kshs.402,416,544 and
Kshs,319,247,502 respectively, resulting to an under-expenditure of Kshs.83,169,044 or
21o/o ol the budget.

The under-expenditure affected the planned activities and may have impacted negatively
on service delivery to the public.

My opinion is not modified in respect of this matter.

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, exc,ept for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, lconfirm that, nothing

Repon of the Auditor-Generol on Polic-vholders Compensation Fund lor the year ended 30 June, 2023
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else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion

1. Failure to Collect Statutory Management Fees

The statement of financial performance reflects an amount of Kshs.4,289,460 in respect
of other income which, as disclosed in Note 19.7 of the financial statements, includes an
amount of Kshs.4,234,000 received from two insurance companies under statutory
management. However, Management did not collect statutory management fees from
Resolution Health lnsurance Company which was also being managed by the Fund. This
is contrary to Regulation 64(1)(a) of the Public Finance Management (National
Government) Regulations, 2015 which requires an accounting officer and a receiver of
revenue to be personally responsible for ensuring that safeguards exist and are applied
for the prompt collection and proper accounting for, all national government revenue and
other public moneys relating to their Ministries, Departments or Agencies.

Although Management has attributed the failure to collect the management fees on the
failure by the Commissioner of lnsurance to fix the fee chargeable to Resolution Health
lnsurance Company, this is likely to result into a loss of public funds if the fee remains
uncollected.

ln the circumstances, Management was in breach of the law.

2. Failure to lmplement IFMIS E-Procurement System

As previously reported, review of the procurement processes revealed that Management
had implemented an ERP system with a procurement module covering the Fund's full
internal operations including inventory management. Management also posted
tenders/contracts to the online platforms and the Fund's portal. However, as at the time
of the audit, Management had not migrated the Fund's procurements to the IFMIS e-
procurement module. This was contrary to Executive Order No. 2 of 2018 which instructed
all public procuring entities to undertake all their procurements through the e-procurement
module on lntegrated Financial Management lnformation System (lFMlS) by 01 January,
2019. lt was also contrary to Regulation aOQ) of the Public Procurement and Asset
Disposal Regulations, 2020, which states that the conduct of e-procurement procedures
for the supply of goods, works and services shall be carrted out by a procuring entity using
an e-procurement system which is integrated to the State Portal.

ln the circumstances, Management was in breach of the law.

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSA|) 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
comply, 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 o1'the,lulitor-Gcneral on Policl,holders ('ompchsalio ftotdfortheyearentled30June,2023
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REPORT ON THE EFFECTIVENESS OF
MANAGEMENT AND GOVERNANCE

INTERNAL CONTROLS, RISK

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

Failure to Develop Risk Management Policy

As previously reported, review of the internal control processes revealed that
Management had not implemented a Risk Management Policythatwould help create and
protect value in the organization, assist in fraud prevention mechanism and uphold a
system of risk management and internal control that builds robust business operations.

ln the circumstances, Management may not effectively identify and mitigate risks affecting
the Fund.

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSAls) 2315 and 2330. The Standards require that I plan and perform
the audit to obtain assurance about whether effective processes and systems of internal
controls, risk management and overall 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 Board of Trustees

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standard (Accrual
Basis) and for maintaining effective internal controls 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 overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain service, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund or to cease operations.

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

Reporl of lhe Auditor-General on Policyholders Compensation Fund lor the year ended 30 June, 2023
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in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Trustees is responsible for overseeing the Fund's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
governance and 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
Anicle 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement 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
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) ot the Constitution.

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

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

Report ofthe Auditor-General on Policyholders Compensation Fundfor the year ended 30 June 2023
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As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticitin 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.

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

. Conclude on the appropriateness of Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the 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 auditois 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 to cease to continue
to sustain its services.

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

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

. Perform such other procedures as I consider necessary in the circumstances.

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

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

FCPA CBSa
AUDITOR-GENERAL

Nairobi

20 February,2024

Report ofthe Auditor-Generol on Policyholders Compensalion Fundfor the yeor ended 30 June, 2023
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Policyholders Compensation Fund
' Annual Report and Financial Statements

For the year Ended 36tr ]une 2023

14.0 STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED
30TH IUNE 2023

Notee 202:2-2023 2021-2022

KShs KShs

REVENUE

Revenue from non-
exchange
transactions
Contribution levy 79.4 -t,1,43,466,590 7,070,778,780

Penalties -19.5 13,996,633 74,905,827

1.,157,453,223 7,025,624,607

Revenue
exchange
transactions

from

Investment
income

interest 1,9.6 "1,745,895,233 7,284,060,959

Other Income 19.7 4,289,460 9,289,1,68

1,750,784,693 7,293,350,r27

TOTAL REVENUE 2,907,647,976 2,378,974,734

EXPENDITURE

Use of goods and
services

19.8 71,4;t46,687 8'1,017,868

Employee costs 19.9 97,598,734 49,235,331

Board Expenses 19.10 21,,587,579 22,590,489

Depreciation and

amortization expense

19.17 28,386,21,0 8,977,455

Repairs

maintenance

and -19.12 L,434,585 1,,330,718

Contracted services 1.9.13 7,481.,087 5,992,523

Compensation 19.1,4 65,697,505 18,508,327

TOTAL EXPENSES 336,332,387 787,592,717

SURPLUS FOR THE
PERIOD

2.571.3155.29 2,131,,382,023
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notes set out on pages 12 to 30 form an integral part of these Financial Statements. The

Statements set out on pages 1 to 11 were signed on behalf of the Board of Directors

by,

Ms. ope Keah

ty Director, Finance &
Acc

No.1075

Mr. Abudo Mamo

Ag. Managing Trustee

Hon. Simon Mbugua

Chairperson, Board of
Trustees

I
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Policyholders Compensation Fund
Annual Report and Financial Statements
For the Year 5n6u6 36ttt June 2023

15.0 STATEMENT OF FINANCIAL POSITION AS AT 30TH IUNE 2023

Notea 2UE2-m23 2ffn-20iz2

KShs I(Shs
ASSETS

CURRENT ASSETS

Cash and cash equivalents 19.15 763,208,623 755,757,780

Receivable from non-exchange
transaction
Receivable Income 79.76 9,093,028 7,948,887

Receivable from exchange transactions
Investments - Short Term 79.77 14,757,588,979 75,398,277,789

Total Current Assets 74,929,890,530 15,555,9r2,456

NON-CURRENT ASSETS

Investments - Long Term 1.9.17 3,879,95^t,752 926,274,536

Property, plant and equipment 19.18 775,489,434 87,826,963

Intangible Asset 19.'19 38,601,653 14,273,3-15

Total Non-Current Assets 4,034,M2,839 7,028,374,814

TOTAL ASSETS 18,963,933A69 76,584,287,270

CURRENT LIABILITIES
Payables from exchange transactions 19.20 227,307

Retention Monies 79.27 3,294,632 2,770,220

Other liabilities -t9.22
7,731,,876

Current Provision 1,9.23 2,843,"t75 17,882,909

Total Current Liabilities 6,737,807 28,606,246

NON-CURRENT LIABILITIES
Non-current employee benefit
obligation

19.24 19,330,.t64 5,531,055

Total Non-Current Liabilities 79,330,164 5,531,055

TOTAL LIABILITIES 8467,97r 34,737301

NEI,.AESETS 18931146!98 u,5fl,u9,9@
RESERVES

Government Grant 1,9.3-l 35,000,000 35,000,000

Accumulated surplus 19.31 1,8,903,465,498 76,575,749,969

TOTAL 19.239t62t90 76550.149.969
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Policyholders Compensation Fund
Annual Report and Financial Statements
For the year g116"4 3[*r June 2023

15.0 STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 3OTH

IUNE 2023

Total Fund
Reserves

14,382,167,525

36,600,421

2,13'1,382,023 |

tq&gat2;tsz

76.550.749-969

(151,000,000)

(32,000,000)

2,57-t,3-r5,529

r&gtu.trslr98

No fer

Tle purpose of tlv resentes is for tle payment of contpensation to the claimnnts of insurers placed under
statutory management or u'lose licenses lutzte been cnncelled in line uith section 179 (t) of tle
lnsurance Act (CAP 487).

Staff Mortgnges €t Car Lonns accounts amounts relntes to anrcunts trnnsferred ns seed capital to the

ttoo Funds nccounts.

The Financial Statements set out on pages 1 to 11 were signed on behalf of the Board of
Directors by:

Ms. Hope Keah

Deputy Director, Finance &
Accounts

Mr. Abudo Mamo

Ag. Managing Trustee

Hon. Simon Mbugua

Chairperson, Board of
Trustees

D",", ?d.{l?3f,..
ICPAK No.

oate:..35
70775
l, \relY D,.", lf.)lH':

Notes Accumulated
Surplus

Government
Grant

As at July 1, 2021 74,347,167,525 35,000,000

Add back Capital commitments released 79.3^t 36,600,421.

Surplus/ Deficit for the year 2,"t31,382,023

As al 31yr,June 2022 16515.149.969 35.@.@

As at luly l, 2022 b,5]5449,969 35.000.000

Transfer to Staff Mortgage Scheme -Note
"t9.32

(151,000,000)

Transfer to Staff Car Loan Scheme- Note
79.32

(32,000,000)

Surplus/ Deficit for the year 2,57"t,315,529

As at 3(}r Iune 2023 r&gDt6tI9E 35.000.@
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PoliEyholders Compensation Fund
, Antual Report and Financial Statements
Forthe Year Ended 30th June 2023

Caih flows from operating activities
Receipts

Contribution lery 79.4a 7,735,572,449 1,009,s79,893

Penalties 19.5a 73,96,633 75392,M3

79.6lnuestment Interest income 7,745,895,233 1,2u,0ffi,959
O&rer lncome 19.7a 5,039460 9,599,570

T{,tal Receipte 2,9fi,s$:n5 2,31E,572,865

Pdyments

Uge of goods and services 19.8a
725,0&,946

70,552,709

Etrployee costs 79.9a 84,020,926 45,760,673

19.10
27,587,579

B@rd Expenses 22,590,489

Repairs and maintenance 79.72a
1,322,385

627,978

Cbntracted services 19.13a
77,877,938

2,570,672

Gmpensation 79.74a
65,594330

2i,888,747

t* Palmlents
3(Di{m,104

155"390148

{et carh flowa from operating
altivitiea

79.24
2,S9t,0g5,Sn

2,153trE2,917

dash flows from investing activities
Purchase of PPE 79.28a -56,7&,798 {5,543,537

Purchase of intangible assets "19.29a -30,81.9,625 -6,855,808

trransfer to Staff Mortgage Scheme 19.32 -151,000,000

lransfer to Staff Car Loan Scheme 79.32 -3e000,000

Increase in invesEnents 19.30 -2,373,054,405 -2,056,348,567

Ifet caeh flowe used in investing

{ctivities
-2583,638,828 -\18,74:1,912

et increaae/(decrease) in cash and cash
quivalents 7456,&3

4AvpL

Cash and cash equivalents at period
Start

19.15 1.55,751.,780 1.51.,31.7,376

f-ash and cash equivalents at Period

*"a
19.15

,632M,623
lss;7st;tN

17J STATEMENT OF CASHFLOWS FOR THE YEAR ENDED 30TH JUNE 2023

te: The Cash Floto Statement has been prepared using the Dircct method as per IPSAS 2 as recommended by

6
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Annual Report and Financial Statements
For the Year Ended 3(}h ]une 2023

18.0 STATEMENT OF COMPARISON OF A
THEYEAR ENDED 3oTHIUNE 2023

AL AND B

Kshs. rch3. Kshs. Kshs" Kshs,
(a) (b) ( s=a+b) d e=c-d f=j/c 1100

INCOME
Contribution levy L,012,748,0N fr,637,(J0.N 1,053385,400 7,734,373,562 -70,988,"162 707%
Investment Interest Income 7,7v,291,0N 536,327,207.00 7 ,670,672,201 "1,745,8%,?33 -75,243,032 105%

Penalties 75,290,446.00 "15,290,W '13,996,633 7,293,8t3 100%
Otlpr lncome 4,2M,2m.N 4,2U,2m 4,289,ffi 45,240 100%

Lt17,O3,.m &'g3267 L7$'53a2f7 2reEj54r6E :t(j.,t46zt
EXPENDITIJRE
Use of goods and services 770,817287 9,900,000 720,717287 r73,966,87 6,7M,6W 94%

Employee costs 777,955,257 777,955,257 83357,424 28,59t3,83 74%
26,0B0400Board Expenses 3,969,6W 30,000,000 27,587,579 8,472,427 72%

Deprriation and amortiation
exPens€

10,000,000 20,0m,000 30r00,000 '28386,n0 't,6"13,790 95%

RepaiF and maintenance 1,900,000 100,000 2000,0m 679,$4 1,380,416 37%

Conkacted services 7,750,0ffi 7,750,0N s,985,086 "t,763,974

Sub-Total 268,M,94 33,969,ffi ?0L47654/{ E3,9{J,3'tTt *5r3,373 u%
Corrpensation 500,m0,000 (400,000,000) 100,000,0u) 6s344j30 v,655,670 65%

ru,MN &d:6ilGRANDTOTAL €66,Gqrq 9,;g,a:rN &,.t6,.,u2 79.h

SI,JRPLUS FOR THE YEAR 2579397,y7
*The Statefient of Compaison of Budget and Actual Amutnts has been yesenterl on a cash basis as per the PSASB

guidelines. fuconciliation betutem the Statement of fnancial perfurmance surplus and this stateflent hns been gooided in
belou budget noks.
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t: .lm*m;d r\-f]rrq :tFa ir .
t.4*'^:.r_-.. .-r .: r

-f,&lnEi

Hi5ffii
fitS,

lrtriilir*r
Y&m V.

Iifltudm

ry{ir:t i+;: ;{&''Hit'i':l lli;iffik trffiflIT rcin'f,trru* ;,... .:f;** -m rcfi. 6
l-,,.:: ffi li rli.f-i':rfittry !;H"x@.E!.ry{X &il*i; 8.{{, 8r&+lm

Computer Hardware
& Computer Software

3,000,000 3,000,000
2,982,000

2,982,000
18,000

990/.

Safe 800,000 800,000 797,963 797,963 2,037 "to0v.

Specialized ICT
Security, Architecture,

System Software and
Equipment

22000,000 27,000,000

4,915,580

21,657,520 26,573,700

426,900

98./.

Office Fumiture &
Equipment

1,700,000 1,700,000
1,638,865

L,638,865
61,135

96%

Staff Mortgage 50,000,000 50,000,000 50,000,000 50,000,000 700%

Staff Car Loan 5,000,000 5,000,000 5,000,000 5,000,000 -tolv"

Total Capital 32"500,000 55,000,000 87J00000 55,334,408 21,657520 85,997,928 508,072 99()/"



Policyholders Compensation Fund
Annual Report and Financial Statements
For the year 9r.4"6 30tl |une 2023

Budset notes

a) The Fund's financial year 2022/ 2023 total original approved budget was Kshs. 800,946,944

comprising of recurrent budget of Kshs. 268,446,944.00 for operations, Kshs. 500,000,000 for
compensation and non-recurrent (capital) of Kshs. 32,500,000.00. During the financial period
under review, a budget revision of Ksshs. 33,969,600.00 for recurrent expenditure was

approved to cater for additional costs under board expenses, dissemination and publicity and

also depreciation and amortization and compensation budget was revised downwards by
Kshs. 400,000,000. The revised total budget is now Kshs. 489,916,544.00 comprising of; Kshs.

302,41,6,5M.00 operations, compensation Kshs.100,000,000 and capital budget is

Kshs.82500,000.

b) The Fund surpassed its revenue collection target during the financial year as a result of
increased volumes of insurance premiums, favorable interest rates from Central Bank of Kenya

and increased enforcement action on compliance.

c) During budget making process, the Fund has budgeted for various allowances under persormel

emoluments which were all not paid at the close of the year following communication from the

SRC thus under absorption.

d) Under Board expenses, the Fund has budgeted for board activities for the entire financial year.

However, there were changes in the Board compositions during the year which affected the

implementation of the planned activities.

e) Repairs and Maintenance were minimal during the year under review thus under absorption

0 At the closure of the financial year, there was a consultancy on review of the strategic plan
which had not been completed thus the amount was accrued.

g) Reconciliation Surplus of the Statement of Performance and the Statement of Comparison of
Budget due to difference in accounting basis is analyzed as per below table;

Deseription Amount
Statement of Performance Surplus ?,577,375,529
Adiustments for;
Acrrued Levy Contribution Receivable (Note 19.16) (9,093,028\

Actruals under Use of Goods and Services (Note 19.23) 180,000

Accruals under Employee Costs (Gratuity Provision) (Note 19.24) -14,241.,711

Acrruals under Repairs & Maintenance (Note 19.23) 815,000
Acrruals under Contracted Services (Note 19.23) "t,495,000

Accruals under Compensation (Note 19.23) 353,175
Add Total Adiustment's 7,991,858

Surplus as per the Statement of Budget Comparison 2,579,307387

h) Capital Expenditure
During the FY 2022/2023, the Fund acquired assets worth Kshs. 80,377,019 (Fixed Assets KShs.

53,994,578 and Intangible Assets KShs. 26,382,441, accrued Intangible Capital Work In Progress of

10
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21,,657,520. These assets were financed from both Fy 2021,.2022 Capital Commitments and FY

2022/ 202j Budget estimates.

Below is the summary of the Capital assets expenditure during the financial period under review;

i) Computers - KShs 6,652,500 relates to purchase of laptops, surface pro, ipads and digital
smart board for office use.

ii) Office furniture, fittings & equipment's totalling to KShs 12,504,328 relates to additional
partitioning works at PCF new office premises, digital camera, scanners, assorted

furniture and office equipment such as TV sets, shredders, Safe, IP Telephony and

Biomekic Access, work stations, orthopaedic chairs and executive office tables.

iii) One Motor Vehicle acquisition for office use at the cost of KShs 5,840,000.

iv) Server - The Fund also made payment of KShs. 28,997,750.00 for Supply, delivery,
installation, Integration, configuration, testing, implementation, training, and

commissioning of LAN Inlrastructure at PCF Office premises. These were server and
related costs and have been entered into the asset register and depreciated at 20%.

v) Intangible Assets worth KShs. 26,382,441, were paid during the FY 2022/ 2023 which
were made up of;

a. Website Development Kshs. 7,97 6,541

b.Claims Management System Kshs. 79,490,320

i) Capital commitments were those authorized & approved commitments at the end of the

financial year whose procurement process was on going at the end of the financial year. At the

closure of the financial year, there was Capital Work In progress for payments made for three

contracts which were awarded :.l:.Fy 2022/ 2023 whose implementation was on going from
which KShs. 21,,657,520 was outstanding and has been disclosed under capital commitments

under Note 19.30;

i) Levy Collection and Reconciliation Management System Contract Price KShs. 9,780,0N.
First irstalment amount paid Kshs. 1,956,000.

ii) Electronic Document Management System Contract Price Kshs. 1,4,797,900 which was

accrued in FY 2027.2022. First Instalment amount paid KShs. 2,959,580.

iii) Integrated Security System worth KShs. -1,,995,200

The Financial Statements set out on pages 1 to 11 were signed on behalf of the Board of
Directors by:

I
Ms. Hope Keah

Deputy Director, Finance &
Accounts

ICPAK No.L0775

o,*, QSltlag?-Y

Mr. Abudo Mamo

Ag. Managing Trustee

Hon. Simon Mbugua

Chairperson, Board of
Trustees

Date:
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19.0 NOTES TO THE FINANCIAL STATEMENTS

19.1 Generallnformation
Poliryholders Compensation Fund (PCF) is established by and derives its authority and

accountability from Insurance Act (Cap 487). The Entity is wholly owned by the Government
of Kenya and is domiciled in Kenya. PCF also known as 'the Fund' is a State Corporation
under the National Treasury and Planning that was established through thc Legal Notice
No.105 of 2004 and commencecl its opcrations in January 2005. The Fund was established for
the primary purpose of providing compensation to claimants of an insurer that has been put
under Statutory Management and for the secondary purpose of increasing the general public's
confidence in the insurance sector. The decision to establish the Fund was informed by the

collapse of several insurers prior to the year 2005. The Fund is governed by section 179 of the

Insurance Act (Cap 487) and the Insurance (Policyholders Compensation Fund) Regulations,
2010.

Policyholders Compensation Fund as stated in the Insurance Act is mandated to:

a) Provide compensation to policyholders of an insurer placed under statutory management

or whose license has been cancelled;

b) Monitor, in consultation with the Commissioner of Insurance where necessary, the risk
profile of any insurer;

c) Advice the Cabinet Secretary in charge of finance matters on the national policy to be

followed with regard to matters relating to compensation of policyholders and to
implement all government policies relating thereto;

d) Participate in the statutory management of an insurer placed under statutory
management by the regulator;

e) Liquidate an insurer as may be ordered by a court; and
f) Perform such other functions as may be conferred on it by this Act or by any other written

law.

19.2 Statement of compliance and basis of preparation
The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value.

The preparation of financial statements in conformity with International Public Sector

Accounting Standards (lf'SAS) allows the use of estimates and assumptions. It also requires

management to exercise judgement in the process of applying the PCF's accounting policies
and procedures. The areas involving a higher degree of judgement or complexity, or where
assumptions and estimates are significant to the financial statements, are disclosed in these

financial statements.

t2



Policyholders Compensation Fund
Annual Report and Financial Statements
For the Year Ended 30th June 2023

The financial statements have been prepared and presented in Kenya Shillings, which is the

functional and reporting currency of the Policyholders Compensation Fund which is the

functional and reporting currency of the Fund.

The financial statements have been prepared in accordance with the PFM Act, the State

Corporations Act, section 179 of the Insurance Act (Cap 48f and the Insurance (Policyholders

Compensation Fund) (Amendment) Regulations, 2019 and International Public Sector

Accounting Standards flPSAS). The accounting policies adopted have been consistently
applied to all the years presented.

19.3 Summary of Significant Accounting Policies
The principal accounting policies adopted in the preparation of these financial statements are

set out below;

19.3.1 Revenue recognition

a) Revenue from non-exchange transactions
The Fund recognizes revenues from levies and penalties when the event occurs and the asset

recognition criteria are met. To the extent that there is a related condition attached that would
give rise to a liability to repay the amount, deferred income is recognized instead of revenue.

Other non-exchange revenues are recognized when it is probable that the future economic

benefits or service potential associated with the asset will flow to PCF and the fair value of the

asset can be measured reliably.

b) Revenue from exchange transactions
Interest income is accrued using the effective yield method. The effective yield discounts

estimated future cash receipts through the expected life of the financial asset to that asset's

net carrying amount. The method applies this yield to the principal outstanding to determine
interest income each period.

19.3.2 Budgetinformation

The original budget for the FY 2022/ 2023 was approved by the National Treasury and

Economic Planning on 30s June 2022. Subsequent revisions or additional appropriations were
made to the approved budget in accordance with specific approvals from the Board of Trustee

and also the National Treasury and Economic Planning. The additional appropriations are

added to the original budget of PCF upon receiving the respective approvals in order to
conclude the final budget.

The PCF's budget is prepared on a different basis to the actual income and expenditure

disclosed in the financial statements. The financial statements are prepared on accrual 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
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statements were recast from the accrual basis to the cash basis and reclassified by presentation

to be on the same basis as the approvecl budget. A comparison of budget and actual amounts,

prepared on a comparable basis to the approved budget, is then presented in the statement of

comparison of budget and actual amounts. In addition to the Basis difference, adjustments to

amounts in the financial statements are also made for differences in the formats and

classification schemes adopted for the presentation of the financial statements and the

approved budget.A statement to reconcile the actual amounts on a comparable basis included

in the statement of comparison of budget and actual amounts and the actuals as per the

statement of financial performance has been presented under budget notes of these financial

statements

The Fund's financial year 2022/ 2023 total original approved budget was Kshs. 800,946,944

comprising of recurrent budget of Kshs.268,446,944.00 for operations, Kshs. 500,000,000 for

compensation and non-recurrent (capital) of Kshs. 32,500,000.00. This budget was revised

upwards by 4% from Kshs.800,946,944 to Kshs. 834,976,544.00 during budget revision 1 and

from 834,976,544.00 to 489,91,6,544.00 during budget revision 2 in which compensation budget

was reduced by Kshs. 400.000,000.00 while under capital budget the staff mortgage and car

loans were increased by Kshs. 50 million and 5 million respectively. The Total Budget of Kshs.

489,976,5M comprises of 402,476,544.00 (recurrent) and Kshs. 87,500,000.00 (capital budget).

19.33 Property, plant, equipment and depreciation
All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items to bring the asset to its location and condition ready for its intended use. \fhen
significant parts of property, plant and equipment are required to be replaced at intervals, the
entity recognizes such parts as individual assets with specific useful lives and depreciates
them accordingly. Likewise, when a major inspection is performed, its cost is recognized in
the carrying amount of the plant and equipment as a replacement if the recognition criteria
are satisfied. All other repair and maintenance costs are recognized in surplus or deficit as

incurred. Where an asset is acquired in a non-exchange transaction for nil or nominal
consideration the asset is initially measured at its fair value.

Depreciation is calculated on the cost of each asset on a straight-line basis at annual rates

estimated to write off the cost of the asset over its estimated useful life.
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The Depreciation rates used are as follows

No. Description Rate

1 Computers 33.37,

2 Server 20v.

3 Office Furniture, Fittings &
Equipment

72.57.

4 Motor Vehicle 25v.

19.3.4 Intangibleassets
Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.

Following initial recognition, intangible assets are carried at cost less any accumulated

amortization and accumulated impairment losses. Internally generated intangible assets,

excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred. The useful life of the

intangible assets is assessed as finite. Intangible assets with an indefinite useful life are

assessed for impairment at each reporting date.

In addition to the Microsoft 365 software acquired in FY 2021/ 2022, the Fund acquired the

following intangible assets during the FY 2022/ 2023; Enterprise Resource Planning (ERP),

Website portal and Claims Management System (CMS). The following two systems

implementation was on going at the closure of the year; Levy Collection and Reconciliation
Management System and Electronic Document Management System. These assets have been

recorded in the intangible asset register under intangible assets category and amortized at
33.33y..

19.3.5 Financial instruments
If€AS 41 addresses the classification, measurement and de-recognition of financial assets and

financial liabilities, introduces new rules for hedge accounting and a new impairment model
for financial assets. PCF does not have any hedge relationships and therefore the new hedge

accounting rules have no impact on the Fund's financial statements. A financial instrument is

any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity. At initial recognition, the entity measures a financial asset or
financial liability at its fair value plus or minus, in the case of a financial asset or financial
liability not at fair value through surplus or deficit, transaction costs that are directly
attributable to the acquisition or issue of the financial asset or financial liability. Financial

assets and financial liabilities are recognized in the Fund's statement of financial position
when the Fund becomes a party to the contractual provisions of the instrument.

a) Financial Assets
The Fund classifies its financial assets as subsequently measured at amortised cos! fair value
through net assets/ equity or fair value through surplus and deficit on the basis of both the
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entity's management model for financial assets and the contractual cash flow characteristics of
the financial asset. A financial asset is measured at amortized cost when the financial asset is

held within a management model whose objective' is to hold financial assets in order to collect
contractual cash flows and the contractual terms of the financial asset give rise on specified

dates to cash flows that are solely payments of principal and interest on the principal
outstanding. A financial asset is measured at fair value through net assets/ equity if it is held

within the management model whose objective is achieved by both collecting contractual
cashflows and selling financial assets and the contractual terms of the financial asset give rise

on specified dates to cash flows that are solely payments of principal and interest on the

principal amount outstanding. A financial asset shall be measured at fair value through
surplus or deficit unless it is measured at amortized cost or fair value through net assets/

equity unless an entity has made irrevocable election at initial recognition for particular
investments in equity instruments.

Financial assets within the scope of II€AS 29 Financial Instruments: Recognition and

Measurement are classified as financial assets at fair value through surplus or deficit, loans

and receivables, held-to-maturity investments or available-for-sale financial assets, as

appropriate. The Fund determines the classification of its financial assets at initial recognition
cost.

Subsequent measurement
Based on the operational business model of the Fund and the cash flow characteristics, the

Fund classifies its financial assets into amortized cost for financial instruments.

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest, and that are not designated at fair value
through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument
that is subsequently measured at amortized cost and is not part of a hedging relationship is

recognized in profit or loss when the asset is de-recognized or impaired. Interest income from
these financial assets is included in finance income using the effective interest rate method

Government securities held-to-maturity.
Non-derivative financial assets with fixed or determinable payments and fixed maturities are

classified as held to maturity and are stated at amortized cost. The Fund's Government
securities comprise Treasury Bills and Treasury Bonds which are debt securities issued by the

Government of Kenya. For the period ending q0th 
June 2023, tll.e Fund held government

securities at the Central Bank of Kenya valued of face value of KShs. 19,561,900,000.00

Trade and other receivables
Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. Trade and other receivables are assessed for impairment on a continuing basis. An
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estimate is made of doubtful receivables based on a review of all outstanding amounts at the
year end.

Receivables are non-derivative financial assets with fixed or determinable payments that are

not quoted in an active market. They arise when the Fund charges for management fees on

insurers which have been placed under management by the regulator. levy contribution and

penalties as per section 179 of the Insurance Act (Cap 487). The Fund receivables comprises of
statutory management fees, levy contribution and penalties charged on late submission of the

levies by the insurers.

b) Financial liabilities
Classification
The entity classifies its liabilities as subsequently measured at amortized cost except for
financial liabilities measured through profit or loss. Financial liabilities within the scope of
IISAS 29 are classified as financial liabilities at fair value through surplus or deficit or loans
and borrowings, as appropriate. The Fund determines the classification of its financial
liabilities at initial recognition. All financial liabilities are recognized initially at fair value.

19.3.6 Inventories
Inventory is measured at cost upon initial recognition. To the extent that inventory was

received through non-exchange transactions (for no cost or for a nominal cost), the cost of the

inventory is its fair value at the date of acquisition. Costs incurred in bringing each product to

its present location and conditions are accounted for, as follows:
i) Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost of direct materials and labour and a

proportion of manufacturing overheads based on the normal operating capacity but excluding
borrowing costs.

After initial recognition, inventory is measured at the lower of cost and net realizable value.

However, to the extent that a class of inventory is distributed or deployed at no charge or for
a nominal charge, that class of inventory is measured at the lower of cost and current
replacement cost. Net realizable value is the estimated selling price in the ordinary course of
operations, less the estimated costs of completion and the estimated costs necessary to make

the sale, exchange, or distribution. Inventories are recognized as an expense when deployed
for utilization or consumption in the ordinary course of operations of PCF as the Fund
procures stationery and other inventories as and when need arises and are expensed in the
period it relates.

19.3.7 Provisions
Provisions are recognized when the Fund has a present obligation (legal or constructive) as a

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

or service potential will be required to settle the obligation and a reliable estimate can be made

of the amount of the obligation. The expense relating to any provision is presented in the

statement of financial performance. In the financial year 2022/ 2023, the Fund made some
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provisions amounting to KShs .2,843,775.00 which have been disclosed under note 19.23 in the

notes to the financial statements.

19.3.8 Social Benefits
Social benefits are cash transfers provided to i) specific individuals and f or households that
meet the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of
society as a whole. The Fund recognises a social benefit as an expense for the social benefit

scheme at the same time that it recognises a liability. The liability for the social benefit scheme

is measured at the best estimate of the cost (the social benefit payments) that the Fund will
incur in fulfilling the present obligations represented by the liability. At the closure of the

Financial year 2022/ 2023, the Fund did not have any social liability.

19.3.9 Contingent liabilities
The Fund does not recognize a contingent liability but discloses details of any contingencies

in the notes to the financial statements, unless the possibility of an outflow of resources

embodying economic benefits or service potential is remote.

In anticipation of the payments of various liabilities whose procurement process was on going

at the end of the financial year, the Fund acknowledges the amounts provided for under

provisions and as capital commitments as a contingent liability which will be incurred in
future. These have further been disclosed in the notes to these financial statements.

19.3.10 Contingent assets

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

existence is contingent on the occurrence or non-occurrence of one or more uncertain future
evenb not wholly within the control of the Fund in the notes to the financial statements.

Conthgent assets are assessed continually to ensure that developments are appropriately
reflected in the financial statements. If it has become virtually certain that an inflow of
economic benefits or service potential will arise and the asset's value can be measured reliably,

the asset and the related revenue are recognized in the financial statements of the period in
which the change occurs. There was no contingent asset at the closure of the financial year

under review.

19.3.17 Nature and Purpose of the Fund reserve

The Fund creates and maintains reserves to compensate claimants of an insurers placed under
a stafutory manager appointed under section 67C (2) or whose license has been cancelled

under the Insurance Act.

19.3.12 Changes in accounting policies and estimates

The Fund recognizes the effects of changes in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively if retrospective application is
impractical.
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19.3.13 Employee benefits
Retirement benefit plans

The Fund provides retirement benefits for its employees. Defined contribution plans are post-
employment benefit plans under which the Fund pays fixed contributions into a separate
Pension Scheme and will have no legal or constructive obligation to pay further contributions
if the fund does not hold sufficient assets to pay all employee benefits relating to employee
service in the current and prior periods. The contributions to fund obligations for the payment
of retirement benefits are charged against income in the year in which they become payable.

1.9.3.1.4 Foreign currency transactions
Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the transaction. Trade creditors or debtors denominated in foreign currency are
reported at the statement of financial position reporting date by applying the exchange rate
on that date. Exchange differences arising from the settlement of creditors, or from the
reporting of creditors at rates different from those at which they were initially recorded during
the period, are recognized as income or expenses in the period in which they arise.

19.3.15 Relatedparties
The Fund regards a related party as a person or an entity with the ability to exert control
individually or jointly, or to exercise significant influence over the Fund, or vice versa. Those

regarded as related parties include:
a) The Board of Trustees, in exercise of the powers given to them through Section 179 (2B)

of the Insurance Act;
b) Management and staff in exercise of their fiduciary duties;
c) The Commissioner of Insurance as the appointing authority of Statutory Managers;
d) The Insurance Regulatory Authority as the Industry Regulator
e) Retirement Benefit Authority as the immediate former Managing Trustee of the Fund

19.3.16 Trade payables

During the financial year under review, the Fund did not have any pending bill/outstanding
payables from exchange transactions such as sundry creditors. Trade payables are current
and are stated at their nominal value when they occur.

19.3.17 Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which
are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of Kenya
and at various commercial banks at the end of the financial year. For the purposes of these
financial statements, cash and cash equivalents also include short term temporary imprests
and advances to authorized public officers and/or institutions which were not surrendered
or accounted for at the end of the financial year.
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19.3.18 Comparativefigures
Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

19.3.19 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 30th June 2023.

19.3.20 Significant Judgments and Sources of Estimation Uncertainty
The preparation of the Fund's financial statements in conformity with II€AS requires
management to make judgments, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that require a material adiustment to the carrying amount of the asset
or liability affected in future periods.
Assumptions made include;

a. Receivable levy contributions shall be received as per regulations
b. Accrued expenses shall be paid after goods are delivered or services rendered
c. Liabilities shall be paid off in subsequent periods

Estimates and assumptions.

The key assumptions concerning the future and other key sources of estimation uncertainty
at the reporting date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year, are described below.
The Fund based its assumptions and estimates on parameters available when the consolidated
finarrcial statements were prepared. However, existing circumstances and assumptions about
future developments may change due to market changes or circumstances arising beyond the
control of the Fund. Such changes are reflected in the assumptions when they occur. I[5AS
1.140

Useful lives and residual value

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

a) The condition of the asset based on the assessment of experts employed by the Fund.
b) The nature of the asset, its susceptibility and adaptability to changes in technology and
processes.
c) The nature of the processes in which the asset is deployed.
d) Availability of funding to replace the asset.
e) Changes in the market in relation to the asset
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19.4 Contribution Levy
Section 179 (6) of the Insurance Act requires Insurers to pay a monthly contribution to the
Fund in such amount and time as may be prescribed by the Cabinet Secretary in consultation
with the Board. The rate is currently set at 0.5%.

Quarter 1 260,696,338 '237,770,765

Quarter 2 222,891.,594 203,61,6,470

Quarter 3 354,236,23'4 3L4,636,998

Quarter 4 305,642,424 254,694,547

Total !143466,59! 1.010.718.780

During the reporting period, the Fund collections on levy increased by 13% compared to same
reporting period, previous financial year. This is mainly attributed to increased premiums
volumes which may signals a slight growth in the insurance industry at large. An amount of
KShs.1,198,887.00 was receivable inFY 202'1..2022 which was collected in FY 2022.2023 while
an amount of Kshs. 9,093,028 was a receivable relating to the financial year ending 30fi June
2023.

79.4 a Contribution Levy

KShs KShs

Lely collection for the period 7,743,466,590 7,070,778,780

Receivable Collected 1.,798,887

Receivables at the end of the
period (Note 19.16)

(9,093,028) 0,198,884

Total amount to cashflow
Statement

1,135,572,49 r,00g,519,893

19.5 Penalties

The Insurance Act empowers both the Insurance Regulatory Authority (IRA) and the
Poliryholders Compensation Fund (PCF) to charge penalties for non-compliance of various
sections of the Act. These penalties are to be paid into the Policyholders Compensation Fund.
During the financial period under review, penalties were charged and collected as per below
note. In the previous financial year, same period, more penalties were received.

efwfi
ffi|'f,! ffiffi1

sL'Hr*H'
Quarter 1 460,000 6,197,370

Quarter 2 7,971,,438 6,020,000

Quarter 3 3,036,397 658,457

Quarter 4 2,528,798 2,030,000

Total 73.996.633 14.905.827

t
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The 6% decrease in the penalty amount is mainly attributed to increased enforcement actions

by both IRA and PCF on defaulting insurers. Refer to Appendix III of this report for the

detailed analysis of penalties collected.

19,5 a Penalties
2022-2023

(Kshs.)
2027-2022

(Kshs.)
Kshs Kshs.

Penalties 13,996,633 't 4,905,827

Accrued Penalties receivable 486,616

Total amount
Statement

to cashflow 1,3,995,633 15,392,443

19.5 Investment Interest Income
The investment Interest income was generated by interest earned on Treasury Bills, Treasury
Bonds and on current accounts held in the Fund's commercial bank.

2022-2023

(Kshs.)
2W-2022
(Ksha.)

Interest income from
Treasury Bills

1,399,224,543 7,240,470,326

Interest income

Treasury Bonds

from 347,597,"147 38,228,3-t6

Current accounts interest 5,073,549 5,362,377

Total !145,E_5.233 1fr4[602se

The increase is attributed to the volumes of insurance levy contributions collections and the

favourable CBK average rates during the period under review which have steadily increased

during the financial year. In the previous financial year, the Fund had just invested in two
treasury bonds worth 912 million which had just been invested thus lower accrued interest
income compared to current financial period where the Fund has invested 3.8 billion in ten

treasury bonds. FY 2022/ 2023 Investment interest income is further analysed quarterly as

follows;
Total

Interest from
Treasury BilIs &

Bonds

Curtent Accounts
Interest

Total

Quarter 1 390,927,477 783,566 391,771,0M

Quarter 2 418,615,375 941.,182 479,556,556

Quarter 3 445,913,31.0 7,555,730 M7,469,040

Quarter 4 485,365,522 "1,793,071) 487,158,593

Total 1.740-827.684 5-O73.549 l45,E9:t&3
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In tlre previous financial year 202L / 2022, the Fund's quarterly investment performance was

as follows;

Interest from
Treasury Bills &

Bonds

Current
Accounts
Interest

Total

Quarter 1 297,885,778 1.,062,532 298,947,7-1,0

Quarter 2 307,287,705 7,567,706 302,843,410

Quarter 3 332,237,624 862,406 333,094,030

Quarter 4 347,300,135 7,875,673

349,175,808

Total 1278.6e8.642 5 .i62.i17 !fi446025e

19.7 Other Income
This is mainly income the Fund earned as management fees for Statutory Management

services for the two of the three insurers placed under statutory management by the
Commissioner of Insurance. The three companies are Blue Shield Insurance Company,
United Insurance Company and Resolution Insurance. During the period under review, there

was a reduction in collection of the stafutory management fee compared to same period
previous financial year because the Fund is receiving less amounts as a result of statutory
management allowances being paid by the insurers direct to the prescribed recipients.

2022-2023
(KShs.)

20n-N22
(KShr.)

Blue Shield Insurance Co.Ltd 3,484,000 6,000,000

United Insurance Co.Ltd 750,000 3,000,000

Miscellaneous Income 55,460 289,1,68

Total 4289.460 9.289168

These amounts were received in the quarter periods;

2022-2023
(KShs.)

2027-2022
(Kshs.)

Quarter 1 2,25't,500 2,250,000

Quarter 2 8,720 2,269,000

Quarter 3 1,160,580 2,420,768

Quarter 4 868,660 2,350,000

Total 4289.460 9289458
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| ' 79.7a, Other Income

19.8 LJse of Goods and Services

Kshs Kshs

Stahrtory Management Fee 4,289,460 9;289,1,68

Accnled Statutory Management

fee regeivable

(750,000)

Accrued Statutory Management

Fee rdceivable collection

750,000 7,060,402

Total amount to cashflow
Statelrent

5,039,ffi 9599570

Kshs. Kshs

Traveling & Accommodation 36,929,216 "t9,"t76,905

Semirprs,Conference,Workshops 8,866,649 18,811,512

Officelstationery, Printing Etc. 4,355,078 "1,879,395

Memtrrship Subscription 310,000

Refindl Fuel, Oit and Lubricants 7,',2i0,650 622,676

Hospifality and Office Refreshments 3,868,778 2,738,765

Telephone, Mobile and Internet

Servkps(Postage & Telephone)

2,056,831 2,924,769

RentalJ Expenses 77,787,757 10,881,198

Newspapers and Periodicals 806,533 530,131

Custo4ial fees 10,000

Staff Ilniform 30,000

Softwae Licences, Renewals and

Connegtivity-(IcT Maintenance )

L,920,098 323,760

Banl Gharges 398,819 278,077

Audit fees 400,000 400,000

Statutdy Management Experses 7,327,275

Researlh-Advice on Poliry 3,000,000

AdvertisemenL Public Education and

Publicity
7 326,791 10,559,920

Corpoate Social Responsibility 1,902,500

Electricity 676,527 78,783

Insurances and Medical 12,390,881 6364,276

Staff t/rlelfare 714392 783,441

Bad & Doubtful debb expense 453,651

Cleani4g materials & detergenb 99,180

Exha Curricular (Team Building)
Activi{es

2,909,307

Disserrlnation & Publicity 9,763,900

Total ruJfifiL &UILLE6E

The differences were due to:
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a

a

Travel & Accommodation and Fuel - The increase was as a result of additional
operational activities related of the Fund and travel costs to attend industry events,

consumer education sensitization forums heltl in collaboration with the Insurance

Regulator, local and foreign travel costs for staffs attending trainings and international
capacity building of staffs travel costs such as the IFIGS Conference and other industry
related activities. The Fund also held retreats for the preparation of various policies

such as the Business Continuity policy, Stakeholder participation guideline,
partnership engagement framework and also investment policy all of which were

presented to the board too for consideration and subsequent approval.

Seminars, Conference, Workshops - There was a decrease which was as a result of
decrease in vote allocation for this budget line compared to previous financial year as

most of the activities were budgeted under travel budget line. This budget line caters

for training expenses related costs for staffs.

Printing & Stationery- The Fund incurred more costs on procurement of various
stationery and printing items for office use. The increase is also attributed to increased

staffing levels.

Hospitality - Operational activities of the Fund and increased staffing levels

contributed to the increased costs under this budget line compared to the same period
previous financial year.

Telephone costs-Due to the decrease in telephone costs by the Fund and embrace of
internet calls.

Rental Expenses & Electricity-These are rental & Electricity costs of the Fund's office

premises at KWFT building. During the previous financial year, the Fund moved into
the new office premises mid the financial year thus did not incur full year rental or

electricity costs.

Advertisement, Public Education and Publicity- Decline in advertisement publicity
costs compared to previous financial year is as a result of changes made in budget
allocation for publicity where as other costs related to publicity were allocated a budget
under dissemination & publicity.
Insurance- Medical insurance for the Fund increased because of increased staffing
level following successful recruitment exercise.

Software Licenses- Increased License renewals payments due to increased number of
intangible assets acquired by the Fund.

Corporate Social Responsibility (CSR) allocation to cater for community
collaborations activities of the Fund. Previously it had been budgeted under publicity
vote.

Team Building activities budget allocation was for expenses related to Staff Team

Building exercise.

Dissemination & Publicity expenses relates to dissemination of the Fund Mandate

through different media platforms and also media monitoring services costs.

Audit Fees caters for statutory audit exercise by the external audit.

a

a

a
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Bank Charges: There's an increase as a result of increase in number of
transactions(volume). The Fund staffing levels & operations have increased.

Kshs Kshs

NCBA-Fund 55,277 52,330

NCBA-Operations 333,777 752,638

Cooperative Bank 4,320 7,863

KCB 6,105 5,240

Total 39E,819 218,U77

19.8 a Use of Goods and Servrces

19.9 Employee Costs

These costs were incurred with respect to staff personnel emoluments which include salaries,

allowances ,pension, NITA, NSSF, Club Memberships, gratuity and Young Professional

Programmes costs.

Kshs. Kshs

Basic Salaries 62,375,8n 26,795,878

Houoe Allowance 9,365,056 7,5M,042

Lear& Allowance 258,000 766,000

Speclal Duty 563,276

Coruruter Allowance 2,459,747 3,084,456

Extsdneous Allowance 2,774,652 3,552,000

Employer Contribution to NITA 15,100

Employer Contribution to Staff
Pensions Scheme-NSSF

-t76,200 51,M0

Employer Contribution to Staff
Penslons Scheme- Gratuity

75,470,297 5,058,814

Employer Contribution to Staff
Pendons Scheme-Pension

7,776,282 M2,607

Club Memberships 7,964,W0 2,540,5N

Youtg Professional Programme 450,U7

Totat 97.598.74 49.235331

Kshs. Kshs.

Total for the period 774,746,687 81.,017,868

Paid Accruals from previous
period

77,098;2s9 632,500

[.ess accruals for the period (Note
19.?i)

(180,000) (77,098,259)

Total amount to cashllow
Statement

725,O64,9M 70,s52,1o9
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*Further, the personnel emoluments were incurred as follows;

m,X,-2023
(Kshe.)

2lJfn-20x2
(Ksh8.)

Quarter 1 13,529,'t65 8,291,303

Quarter 2 18,030,505 13,860,833

Quarter 3 "t8,851,873 72,676,780

Quarter 4 47,187,"t91 14,464,016

Total 97,598,734 49,235,337

The Increase in staff personnel emoluments is as a result of review of the salaries by the
Salaries & Remuneration Commission following iob evaluation exercise as per government
regulations. This exercise was concluded and implemented in quartcr 4 of FY 2022/ 2023 after
receiving feedback communication from the Salaries and Remuneration Commission on Job
evaluation which provided the new salary structure vide letter Ref. SRC/TS/2a/ aVd.ll (97).

In addition, the increase of staffing levels also led to increase of personnel emoluments costs

of the Fund compared to the previous financial year.

Gratuity provision was matle in the FY 2022 / 2023 for staffs who are on contract. The increase

is as a result of increased basic salaries for eligiblc staffs.

Employer contribution to pension scheme also increased during the period as a result of
increased staff numbers who were converted into permanent and pensionable terms of
employment upon confirmation after the end of their probation period.

Club Membership increased during the period under review due to increased number of
senior staffs who are eligible for this non-cash employee benefits applicable to PCF Level 1 to
3 with ceilings set out in the approved Human Resource instruments.

19.9 a Employee Costs

30tt ]une 202I! 30rr June Z)Zl
Kshs Kshs.

Total Employee Costs 97,598,734 49,235,337

Accrued paid during the period 663,902 465,600

Accrued Gratuity during the period
gratuity (Note 19.24)

(1.4,24"t,7'tO) (3,876,476)

Accrued Pension during the period (663,902)

Total amount to cashflow Statement 84,O20,926 45,760,673
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19.10 Board Expenses

These are expenses incurred in the execution of Board of Trustees related activities

20x2-2023 2021-2022

(Kshs.) (KShs.)

Honoraria 960,000 766,452

Sitting allowances 4,560,000 5,008,000

Lunch allowances 220,000 108,400

Travel & Accommodation 72,826,746 72,120,222

Training & Development 2,207,805 4,333,643

Insurance 563,455 158,183

Telephone 178,944 70,000

Mileage 70,628 25,590

Total 27,587,579 22,590,489

The differences are due to the following:
*Honoraria- During the previous financial year, the chairperson was appointed mid the financial year

and there was a gap when the Fund did not have a substantive chairperson appointed. In the current
financial year, the board was fully constituted.
Sitting allowances - The decline is attributed to decrease in number of meetings held compared to
previous year, same period. Sitting allowances were paid for trustees attending capacity building
workshops ,regular and special meetings and performance evaluation exercise which was undertaken
in the financial period under review.
*Lunch allowance-Lunch allowance costs were higher in the period under review compared to the
previous period because previously virtual meetings were nurny. During the financial period under
review most of the meetings were physical.
tTravel & Accommodation, Capacity Building Insurance, - The slight increase in travel costs is
attributed to increase in number of Trustees , travel activities by the trustees while attending mostly
local capacity development workshops and also the board is now fully constituted. The decline in
training & development is because some trainings for the Trustees did not take place as scheduled.
*Telephone - Increased to cater for Chairperson telephone allowance and airtime for Board Trustees.

In the previous financial period, only the Chairperson allowance was paid.
*Mileege - Increased in number of mileage claims for Trustees while attending official functions using
their own means of transport.

19.11 Depreciation & Amortization Expense

This amount relates to the depreciation charged to the Fixed Assets of the Fund and
amortization charge for intangible asset of the Fund.

2W2-m23 202-t-2022

(Kshs.) (Kshs.)
Fixed assets charge-Computers 4,306,172 2,608,574

Fixed assets charge- Office
Fumiture, Fittings &Equipment

8,634,713 -t,638,490

28



Policyholders Compensation Fund
Annual Report and Financial Statements
For the Year Ended 30th june 2023

2022-2023 2027-2022

(Kshs.) (KShs.)
Fixed

Vehicle

assets charge-Motor 9,047,559 4,356,742

Fixed Assets-Others-Server 4,349,663

Amortization -lntangible asset

(Amortization)
2,054,^t04 374,309

Total
-3862]0

8.917.455

The increase in depreciation and amortization charge is due to the increase in assets procured by the
Fund such as additional Server, Motor vehicles, various furniture, Fittings and office equipments,
comPuters including Laptops and Tablets for Board members and staffs. Also, previously some assets

were depreciated for few months not full terms depending on acquisition dates. Full year depreciation
has been charged for most of the assets in the asset register :o.:.F\ 2022/ 2023.

In addition to the Microsoft 365 which was acquired by the Fund :u:.FY 202'l / 2022 the Fund procured
website portal, Claims Management System (CMS) and Enterprise Resource Planning (ERP) during
the financial period under review which form part of intangible assets of the Fund.

19.12 Repairs & Maintenance
These are costs incurre'd to maintain or repair office equipment, computers and motor
vehicles.

M2-*rs &A-XIZ2
(KShs.) (KShs.)

Motor Vehicles repairs & Service 495,085 380,827

Office furniture & Equipment repairs 1.24,500

Computer maintenance 815,000 949,89^t

Total 1434,535 1-330.718

79.72 a Repairs & Maintenance

2022-2023 2027-2022

(KShs.) (KShs.)
Total for the Period "t,434,585 "t,330,7"t8

Add accruals paid during the period 702,800

Accrued during the period (Note 19.23) (81s,000) (702,800)

Total amount to cashflow Statement 1.322.385 w.918

There was an increase in motor vehicle repairs and service costs as a result of increase in
number of vehicles (four) compared to previous financial year where the Fund had only two.
vehicle. Increase in repairs and maintenance of computers which was a provision made at the
closure of the financial year of Kshs. 815,000.00 and also increased maintenance costs on office
furniture and equipment's was as a result of increase in number of assets acquired due to
increased staffing levels.

29



Policyholders Compensation Fund
Annual Report and Financial Statements
For the Year Ended 30th fune 2023

19.13 Contracted Services
Conhacted services are made up of two componentsi Outsourced services and Consultancy services.

At the end of financial period under review, the Fund outsourced cleaning services, undertook a

consultancy on skills gap analysis, contracted an actuaries to undertake an actuarial study and also
engaged a consultant to review the Funds strategic plan.

202j2-m23 20TL-20X2

(KSha.) (Kshe.)
Limah East Africa Ltd 1,189,533

S.N Kaniu & Company ?,429,820

Synergies Company Ltd 58,000 444,570

Syntrex Limited 7,928,600

Brooklyn Cleaning Service 268,046

Automobile Association of Kenya 138,s00

Phowad solution limited 1.,329,940

Kenbright Auctuarial & Financial
Services Ltd

4,79"1,600

Trailblazers Business Strategies 7,495,000

Total 7,!il,04 5.ee2527

19.13 a Contracted Service

2UI2-2W3 2tzt-N22
(Kshe.) (Ksh8.)

Tohl for the period 7,48-t,087 5,992,523

Add accruals paid from last
financial year

5,831,851 2,410,000

kss accrued during the period
(NoE 19.23)

(1,495,000) (s,831,8s1)

Total amount to eashflow
Statament

71,877,938 2,570,672

1.9.14 Compensation
This relates to compensation payments made to claimants and one provisions made for
compensation.

202j2-2023 2W-2W2
(Kshs.) (KshB.)

Compensation 65,697,505 18,508,327

During the financial period under review, the Fund made a public advertisement to call on claimants
for Standard Assurance Ltd and Resolution Insurance Company to lodge their claims. The claims
lodged at the Fund were verified and approved for payment. Cumulatively a total of Kshs. 65,394,329
has been processed since the beginning of the financial year and Kshs.353,175 has been accrued to
cater for three claimants whose claims were approved for processing but lacked payment support
documentation.
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(KShs.) (KShs.)

Total Compensation 65,697,505 18,s08,327

Accrued paid 250,000 5,630,420

Compensation accrued for the

period (Note 19.23)

(3s3,175) (250,000)

Total amount to cashflow
Statement

65,594,330 23,888,747

79.74.a Compensation

19.15 Cash and Cash Equivalents

Fund Account - The amounts relate to Treasury Bill that mahtred and uas credited into the account

at the close of tht fnancial year and also leoy collections auaiting inrrestment.

19.15 Receivables' from Non-Exchange Transactions
The Fund charges a statutory management fee for companies placed under statutory
management by the insurance regulator. The statutory management fee is paid within one

month after the period to which it relates ends. The statutory management fee for June is

therefore receipted in July.

a2-&9 20ia-2fi,]l

Kshs Kshs.

Le,ry 9,093,028 7,798,887

Management fees 750,000

Total 2,W3,429 L948387

At the closure of tht financinl year ending 3An fune 2023, there uere receiztables on leoy contibution zohich uere

acru.ed, Refer to Appendix ll of this fnancial statements for detaibil infornntion.

Kehs. Kehs. Kshg-

NCBA Operatioml
6492580077

Account No 1,619,154 4,U6,274 r69,355

Fund Account No. 6,492580025 "t6"1,M9,808 1,49,546,387 150,993,714

Kenya Cornmercial
Bank

Account No. 11437 508 u,M5 50,150 5s,390

Cooperative Bank of
Kenya

Account No. 01136162765000 2,8"17 7,-137

Cash on hand 73,%

lmprest 72,8N 1,501,E31 85;sl
rc3294,5:A 755;t5tzil LSJJLZJI!
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19.17 Investments

The Fund invests it surplus assets in Government Securities at the Cenkal Bank of Kenya CDS

Account No. 103903-1. During the year under review, the Fund's investments were placed in
Treasury Bills and Treasury Bond that yielded an average interest rate of 11% as at 30th June 20'23.

The Funds investments are measured at amortized cost when the financial asset is held within a

management model whose objective is to hold financial assets in order to collect contractual cash

flows and the contractual terms of the financial asset give rise on specilied dates to cash flows that
are solely payments of principal and interest on the principal outstanding i.e Treasury bills and

Treasury Bonds are stated at cost plus accrued interest.

Treasury bills & Treasury Bonds

There was increase in the period ending 30h June 2023 is due to the additional surplus for investment
from revenue collectiors during the period under review.
The Funds Face Value of the Investments held at the Central Bank of Kenya was as follows;

Face Value as at 3(}h

fune 2023

Face Value as at 30th

lune 2022

Treasury Bonds 3,831,200,000 912,000,000

Treasury Bills 75,730,700,000 16,250,500,000

19,56L9@J0A 1-z152t@lDA

The Face value for FY 2022/ 23 are also supported by Central bank balance certificate issued

on 10h July 2023.

w 20xt-2023 FY 20.21-202,j2

Kshs Kshs Kshs Kshs Kshs Kshs

Treasury Bills
Current
Assets

Treasury
Bonds
Non-
Current
Asset

Total Treasury Bills
Current
Assets

Treasury
Bonds
Non-
Current
Asset

Total

Treasury
Bills/bond
held at
Cost

74,207,893,876 3,838,1U,560 18,040,038,436 14,887,703,705 908,783,720 75,795,287,425

Accrued
Interest on
Treasury
Bills &
Bonds

555,695,103 47,807,792 597,502,295 511,108,084 18,090,816 529,198,900

Total T4,2il5EEil9 3fr925uil unils0fi1 b.fi.nry89 9262J1836 M^ruBaEE
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Computer Office Fumiture,
Fittings
&Equipment

Motor Vehicles Server

33.30/o 72.5% 25.O./. 20o/o

Kshs. Kshs. Kshs. Kshs.

Cost

At I Jnly 2022 71,208,981 58,667,r43 37,299,569

Additions 6,652,500 72,504,328 5,840,000 28,997 ,750

Disposal

JuneAt 30th
2023

17,861,487 77,155,477 37,739,569 28,997,750

Depreciation

At 7 Jnly 2022 6,305,O81 2,O53,487 4,983,762

Charge 4,306,1.72 8,634,7"13 9,04"1,559 4,349,663

Disposal

At 30th fune
2023

70,612,253 10,688,200 74,024,727 4349,663

Net Book Value

As at 30th June
2023

7,249,228 @,477,272 23,714,U8 24,U8,087

As at 30th June
2022

4,902,900 56,607,655 26,316,407

19.18 Property, Plant & Equipment

Total

Kshs.

101,169,693

53,994,578

155,764,277

73,342,730

26,332,"106

39,674,836

775,489,434

87,E25,953

At the end of last financial year ending 30th June 2022, the Fund had capital corrunitments for assets

whose procurement process was on going amounting to KShs. 198,077,51,0 olt of which an amount of
Kshs. 70,077,570 was under Property, Plant & Equipment (PPE) and Intangible Asset (website

development).

During the FY 2022/2023, 1*.eFund has acquired tangible fixed assets worth53,994,578 as per the above

fixed assets schedule table. Out of this amount, assets worth Kshs. 10,334,408.00 was financed from FY

2022/ 2023 Budget while Kshs. 43,660,170.00 was financed from FY 2021.2022 Capital commitments.

Fixed assets worth Kshs. 53,994,578 which were made up of;

a) Computers - KShs 6,652,500 relates to purchase of laptops, surface pro, ipads and digital
smart board for office use.

b) Office furniture, fittings & equipment's totalling to KShs 1.2,504,328 relates to additional
partitioning works at PCF new office premises, digital camera, scanners, assorted

furniture and office equipment such as TV sets, shredders, IP Telephony and Biometric
Access, work stations, orthopaedic chairs and executive office tables.

c) One Motor Vehicle acquisition for office use at the cost of KShs 5,840,000 from CFAO

Ltd.
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Server- The Fund also made payment of Kshs. 28,997,750.00 to Worldtech Computers Ltd for
Supply, delivery, installation, Integration, configuration, testing, implementation, training,
and commissioning of LAN Infrastructure at PCF Office premises vide contract number

PCF / 008 /2021-2022. These were server and related costs and have been entered into the asset

register and depreciated at20%.

19.19 Intangible Assets

Cost
INTANGIBLE

ASSETS
WORK IN

PROGRESS
TOTAL

At 1 Jul 2022 7,737,624 13,456,000 74,587,624

Additions 27,466,867 4,915,580 26,382,M7

Transfer 13,456,000 -13,456,000

At 3fth June 2023 35,054,485 4,915,580 40,970,W5

0

Amortization 0

At7ltrl2022 314,309 314,309

Charge
2,054,704.75

2,054,704

At 30th june 2023 2,368,413 2,368,413

Net Book Value

At 30th fune 2022 817,375 13,455,000 74,273,3r5

At 30th Iune 2023 33,686,073 4,915,580 38,501,553

Intangible Assets payments worth Kshs. 26,382,447 were paid during the FY 2022/2023 which
were made uP of;

o Website Development Kshs. 7,976,541
o Claims Management System Kshs. -19,490,320

. Levy Collection and Reconciliation Management System 1st instalment of Kshs.
1,956,000 for Contract Price Kshs. 9,780,000.

o Electronic Document Management System 1.t instalment of Kshs. 2,959,580 for Contract
Price 74,797,900.

The Intangible assets acquired by the Fund have been entered in the asset register and
amortized accordingly. At the closure of the financial year, there was Capital Work In progress
of intangible nature for payments made for three contracts which were awarded in FY

2022/ 2023 whose implementation was on going for supply, delivery, integration,
configuration, testing, implement training and commissioning of;

. Levy Collection and Reconciliation Management System Contract Price Kshs.
9,780,000, amount paid Kshs. 1,956,000.00

o Electronic Document Management System Contract Price Kshs. '14,797,900, amount
paid Kshs. 2,959,580.00

. Integrated Security System Kshs. 1,995,200.00

The unpaid balances for the three contracts amounting to Kshs. 27,657,520 have been
recognised as a liability in the financial statements. No amortization was charged.

34



Policyholders Compensation Fund
Annual Report and Financial Statements
For the Year Ended 30rh fune 2023

19.20 Payables from Exchange Transactions
There were no pending bills relating to e'xpenses/ services whose rendering commenced
during the period under review but not yet scttled as at 30tl,June, 2023.

20?l2-2fr},,

(Kshs.)
M-242
(Ksho.)

Personnel emolumcnts 221,307

Total 4.30r

19.21 Retention

The Fund retained monies from Appkings Solutions Ltd for two Information Technology Systems;

installation of the Enterprise Resource Planning (ERP) and Claims Management System (CMS) upon
completion of the projects. Retention monies shall be paid upon lapse of the defect's liability period.

Description 20t2-20?3 2021-2(}:j2
Kshs Kshs

Asfia lnvestment 1,870,220
Tej Architects 900,000
Appkings Solutions Ltd-ERP "t,345,600

Appkings Solutions Ltd-CMS "1,949,032

Total
3,294,632 2,770,220

L9.22 Other Liabilities
Other liabilities relate to Capital Work in Progress commitmcnt of intangible contracts nature
which were on going at the closure of tl-rc financial year. The outstanding commitments of the
Fund whose implementation were on going at the closure of the financial year were as follows;

Note: Furtler details lnt,e been disclosed wrder note no. 19.18

19.23 Current Provisions
This relates to allocations provided for a service relating to the period under review but yet to be

established. During the financial period under review, the Fund had an outstanding provision as per
below table analysis. At the end of the previous financial year, the Fund had made a provision for
external audit services fees and also compensation.

NTN.2TD3 M.M2
Supplier Description Kshs. Kshs.
Authorised and contracted fori
Appkings
Limited

Solutions Enterprise Resource
Planning (ERP) System 7,737,81.6
Total 7,731,815
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This relates to allocations provided for a service relating to the period under revit'w but yet to be

established. At the end of the financial year 2022/2023 the Fund had an outstanding provision as per

below table analysis supported by explanatory notes.

2w2:2fr23 xi:n-M2

Kshs. Kshs.

Outsourced Cleaning Services '1,028,861

Consultancies 1,495,000 4,802,990

Insurance 663,056

Seminars, Conference, Workshops "t,587,100

Hospitality and Off ice Refreshments 389,300

Office Stationery, Printing Etc. 978,460

Audit fees 400,000

Research-Advice on Policy (actuarial study) 3,000,000

Advertisement, Public Education and Publicity 180,000 1,830,250

Staff Welfare 602,600

Repairs & Maintenance 815,000 702,800

Compensation 353,"t75 250,000

Rental Expenses "1,647,493

Total 2.843.775 77.882.909

Consultancies-At the closure of the financial period under review, the Fund had

contracted a consultant to undertake the review of the Fund Strategic Plan. This exercise

was not complete as at the reporting date.

Advertisement, Promotions & Publicity- A provision for translation service of the service

charter to sign language was made.

Repairs & Maintenance of Computers provision for servicing, repair and maintenance of
computers

Compensation-Provision for compensation amount payable to three claimants whose

claims were approved by the Board for payment but lacked banking details & other
support documents for proccssing

Below is the summary of the current provision ledger;

oeec,fnuo'
F:Izyz2.2i}23

(Kshs")

Balance b/f 7st luly 2022 77,882,909

Additional provisions 2,843,175

Provision utilised (17,882,909)

Total provisions year 
"116 

3gtn ]une 2023 2-j,43,U5

a

a
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19.24 Non-Current Provisions
This relates to allocations provided for a service relating to the period under review but yet to be

established. This particular provision is for gratuity provision made on a monthly basis for
services rendered by staffs to the Fund as required in the employment terms of service. The

amount is cumulative from inception.

Kshs. Kshs.

Gratuity
Provision

79,330,1,64, 5,088,454

Pension M2,601

Total 1J3il,1@ 5531.055

Below is an analysis of the non-current provisions;

19.25 Cash Generated from Operations

Balance b/f 1* luly 2022 s,088154 u2,601 5J31,0ss
Additional provisions 't4,24t,71.0 1.4,24-t,71.0

Transferred to Pension Scheme (M2,601) (M2,607)
Totll provisions ye.u end 30th

June 2023
19.330.7il 19330.7@

Su4rlus for the period before tax 2,573,826379 \13L482,024
Adjusted for:

Depreciation & Amortization
19.18 & 19.18

28,386,21.0
8,977,455

Woaking Capital adiustments
lncrease/ Decrease in receivables 79.25 (e,6s4,997) (40186e)

Increase/ Decrease in Payables
-t9.27

(7,467,92n 73,284,708

Net cash flow from operating
actiyities 2597,095,673 2,153,182317
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202:2-2023 2fi21-2w2

Kshs. Kshs.

Receivables at the Beginning

^1,948,887 7,547,0-t8

Receivables at the End

"17,603,878 1.,948,887

Changes (Increase/ Decrease)

t9,654lD11 (401.869)

19.26 Changes in Operational Receivables

19.27 Changes in Operational Payables

19.28 Purchase of Property, Plant and Equipment

2U2:2-2023 xm-2uxz

Kshs. Kshs.

Computers 6,652,500 3,-r7-t,757

Office Fumiture,
&Equipment

Fittings 72,504,328 58,1.42.000

Motor Vehicle 5,840,000 27,000,000

Server 28,997,750

Total 53294828 w313,2il

Duing tle fnnncial year 2022p.023, there uns a decline in capital purcluses compared to tle prerious

fnancial year same peiod uhiclt lnt e been explained under note number 79.79.

2022-2023 2021-202j2

Kshs. Kshs.

Payables at the beginning

23,635,266 10,350,558

Payables at the end (Provisions &
Gratuity)

22,773,339 23,635,266

Operational
(Increase/ Decrease)

Changes (J.A67,92n 73,2U,708
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19.28a Purchase of Property, Plant and Equipment

19.29 Purchase of Intangible Assets

This vote analyses the various expenditure incurred in acquisition of intangible assets as analysed in
the table below;

During the finan cral year 2O22/ 2023, there was an increase in capital purchases under intangible assets

compared to the previous financial year same period which have been explained under note number
79.20.

mxl-2023 2027-20/2

Kshs.
Kshs.

Purchase of Intangible Assets 26,382,440 14,587,624

Accrued liability paid 7,737,876

202j2-2l}23 2g2t-2w2

Kshs. Kshs.
Purchase of Fixed Assets 53,994,578 88,3-r3,757

Accrued Retention monies paid during
the period

2,n0,220

Accrued Retention (2,770,220)

Total Purchase of Fixed Assets Paid 56,764,798 85,543,537

Name of Intangible Asset 2rJ)j2-2023 20/L-202j2

Kshs. Kshs.
Microsoft 365 7,737,624

Enterprise Resource Planning (ERP)
13,456,000

Website portal 7,976,547

Claims Management System (CMS) 79,490,319

Lery Collection and Reconciliation
Management System (LCRMS)

1,956,000

Elecuonic Documents and Records

Management System (EDRMS)
2,959,580

Total 26392,@ usLzfl'

19.29.a Purchase of Intangible Assets
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Retention Monies Accrued (3,294,632)

Accruals for the period (7,731,816)

Total Purchase of Intangible Assets Paid 30,819,525 5,855,808

t
19.30 Changes in Investments

20/2-2U23 202r-2022

Kshs. Kshs.

Investments at the Beginning ot

the Period

76.324.486.325 74.268."t37,758

Investments at the End of the

period
78,637,v0,731 76,324,486,325

Changes (Increase/ Decrease) (2,373,054,4051 (2,0s6,u8,s67)

19.31 Fund Reserves

The Fund reserves comprises of accumulated surpluses of the Fund since the Fund's inception
and Government grant of Kshs.35 million which was provided by the Government of Kenya

as a seed capital. The grant was funded in two financial years, Kshs. 15 million n 2005/2006

and Kshs 20 million in 2006/2007. The grant was not refundable and was immediately
invested.

Fund Reserves

Kshs.

As at luly l, 2022 16,550,149,959

Trangfer to Staff Mortgage Scheme (1s1,000,000)

Transfer to Staff Car Loan Scheme (32,000,000)

Add Cumulative Surplus/ Deficit 2,577,375,529

As at 30h |une 2023 18,938,465,498

Less Government Grant 35,000,000

Accumulated Surplus 18,903,465,498

19.32 Transfer to Staff Mortgage & Car Loan Schemes

Description Account No. Amount

Staff Mortgage Cooperative Bank A/C
No.01141162765000

151,000,000

Staff Car Loans KCB Bank

No.1.304427439

A/C 32,000,000

Total 1.83,000,000.00
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19.33 CapitalCommitments
During the financial year 2022/2023 under review, the Fund had outstanding capital commitments of

Kshs.21,,657,520 whose implementation was on going at the end of the financial period under review

were as follows;

Amount
Kshs.

r,995,200

This is further analysed as below;

During the previous financial year, capital commitments outstanding at the closure of the
financial year was made up of;

Ca Commitments as at :l()s Iune 2023
Authorised and contracted for;

Supplier Description

Syntrex Ltd
Integrated Security
System

Kleptica Limited EDRMS 77,838,320Intangible Asset
Asmaal Investment
Company LCRMS

7,824,000

Total 27,657,520

Supplier Description Status
Contract
Price

Advance
Payment
made Balance

1 Syntrex Limited

Provision of
Integrated
Security System on golng 1,,995,200 0 7,995,200

2 Kleptika Limited

Supply and
Delivery of
EDRMS on gorng 74,797,900 2,959,580 11,838,320

3

Asmaal
Investment
Company
Limited

Supply and
Delivery of
Levy Collection
& Reconciliation on gorng 9,780,000 1,956,000 7,824,000

Total 21,657,520

Capltd Commitments as at 306 June 2022

Authorised and contracted for;
Asset Classification Supplier Description Amount
Property,
Equipment

Plant and Molineux
Supply Ltd

General taptops, Office
Equipment Sets 2,350,500

Worldtech Computers

LAN InJrastructure,

server room and
server equipment's 28,997,750
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t
T

I

cap Commitmentg as at 306 |une 2022

Authorised and contracted for;
Asset Classification Supplier Description Amount

Chemasir Supplies Ltd Office Furniture 957,799

Carrow
Investment Ltd

Road

Office Furniture 2,804,100

Selhurst

Ltd
Engineering

Office Furniture 2,786,500

Bahati Brathas Ltd Purchase of Laptops 2,496,000

Toyota Kenya Ltd Motor Vehicles 5,840,000

Asfia
Limited

Investment
Office Parti tioning ?,384,000

Intangible Assets Appkings
Limited

Solutions Claim Management
Solutions 'r9,490,320

Techmate

Limited
Solu tions Web

Development
Portal

1.,976,541

Mortgage Co-Operative Bank Mortgage 101,000,000

Car Loan

Kenya

Bank

Commercial
Car Loan 27,000,000

TOTAL !98,0n-510
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APPENDIXI: IMPLEMENTATION
RECOMMENDATIONS

STATUS OF AUDITOR-GENERAL'S

The following is the sumrnary of issues raised by the external auditor, and management

comments that were provided to the auditor in the financial year ended l0tr June 2022. We

have nominated focal persons to resolve the various issues as shown below with the
associated time frame within which we expect the issues to be resolved.

Unknown

Draft Risk

Management

Policy was

developed,

awaiting
approval.

Mr. A do Mamo
AG. MANAGINGTRUSTEE

I

I

1

Failure to
implement IFMIS
e-procurement
system

No integration with
IFMIS. Beyond

conhol of the Fund.

No guidelines have

been issued

Managing
Trustee

Not
Resolved

2

Failure to develop
Risk Management
Policy

Risk Management

Policy developed

Managing
Trustee

Not
Resolved
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APPENDIXII: RECEIVABLES

POLICYHOLDERS COMPENSATION FUND
APPENDIX II

RECEIVABLES AS AT 3OTH IUNE 2023

Name of Insurer Amount
1 Pioneer General Insurance 19"1

2 Old Mutual LiIe Assurance Kenya
2,468,038

3 Old Mutual Life Assurance Kenya
627,596

4 Old Mutual Life Assurance Kenya

7,025,861

Capex Life Assurance 773,442

6 AIG Kenya Insurance 23,797

7 Healthier K Micro Insurance 209,395

8 Geminia Insurance 495

9 APA LiIe 1,"t87,856

10 Pioneer General lnsurance 376

11 APA Insurance General 324

12 Trident Insurance Company 465,926

13 Trident Insurance Company 7,425,058

74 Jubilee Life 252,634

15 Healthier K Micro Ins 7,278

16 Trident lnsurance Company 1.,224,768

TOTAL RECEIVABLES 9093,020
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a

APPENDIXIII: PENALTIESCOLLECTION

POLICYHOLDERS COMPENSATION FUND
F'{ 202U2023

APPENDIX III
PENALTIES COLLECTIONS SCHEDULE

Ref Name Date Mode Amount
11061 Jubilee Medical 74 /07 /2022 EFT 200,000.00

11068 The Kenya Alliance -1s/ 
07 /2022 441988 260,000.00

17239 Fredblack Insurance Brokers Ltd 0s /10 / 2022 260875 12,000.00

11258 Richlands Insurance Brokers 19 /-10 /2022 EFf 77 ,000.00

77259 MIK Insurance Brokers Limited 19 /10 / 2022 EFT 77 ,000.00
"t"t260 UMMA Insurance Brokers Limited '19/^10/2022 EFI 26,000.00

71261 Sapon Insurance Brokers Limited "19 /70 / 2022 EFT 27,000.00
-t-1262 First Reinsurance Brokers Limited -19 

/10 / 2022 EFT r0,000.00

17263 Lalit Sodha Insurance Brokers Limited 19/10/2022 EFI 53,000.00

't"t264 Invesco 79/10/2022 45977 400,000.00
"n264 Invesco 19 /10 / 2022 EFT 990,000.00

71265 Unipolar Insurance Brokers Limited -19 
/10 /2022 EFT 49,000.00

11279 Northridge Insurance Brokers Ltd 27 /10 / 2022 3978 14,000.00

1.1280 Pistis Insurance Brokers Ltd 27 / 10 /2022 "t1460 72,000.00

11303 Trident lnsurance 31/ 10 / 2022 1186 17,527.00

11309 CIC Ceneral 3-t/10/2022 EFT 250,000.00

1.1311 Millenium Insurance Brokers 31/10/2022 Cash deposit 15,000.00

11312 Plan & Place Insurance Brokers 37 /10 / 2022 Cash deposit 23,000.00

11313 Sasala Insurance Brokers ltd 31 /70 / 2022 9 54,000.00

11318 Equity Life Assurance Kenya ltd '14 /77 / 2022 EFT 220,000.00

11319 Equity Life Assurance Kenya ltd L4 /11/ 2022 EFf 680,000.00

11328 Metropolitan Cannon General 14 /11/ 2022 EFT 500,000.00

11333 Intra Africa Insurance 1_4 /"11/ 2022 575 700,000.00

11335 The Monarch lnsurance 14/77/2022 EFT 46,034.00

17337 The Monarch Insurance L5 / "t"t / 2022 EFT 200,000.00
-t1347 OId Mutual Life 16 /11/ 2022 EFT 680,000.00

11348 Xplico Insurance -t6/11/2022 645698 380,000.00

1 1348 Xplico Insurance 76 / 11/ 2022 645860 380,000.00

11395 Trustmark Insurance Brokers Limited 30/1"t/2022 1503 54,000.00

11398 Acentria Insurance Brokers Limited 30 / 11/ 2022 EFT 125,000.00

11401 Waica Reinsurance Kenya Limited 30 /"11/ 2022 EFT 380,000.00

11403 Kenya Orient General 05/-12/ 2022 5321 200,000.00

1 1408 The Monarch Insurance t3 / 12/ 2022 EFI 12,382.00

77471 Kenindia Penalty 14 / 12/ 2022 EFT 9,501.40

11418 Xplico Insurance "15 /-t2 /2022 646165 200,000.00
't7463 Sanlam General lnsurance Ltd 30 /-r2/ 2022 EFT 210,000.00

11467 Intra Africa Assurance 30 / t2 /2022 000599 600,000.00

77470 Soin Insurance Brokers 30 / 1_2/2022 142 58,000.00

77474 Amana Insurance Brokers 30/'t2/2022 160,000.00

11481 Kenya Orient General 12/ 01/ 2023 5336 4,2t3.00

11502 KUSCCO Mutual Assurance ltd 20/ 01. /2023 24742 200,000.00

11506 Madison Life 2s/07/2023 749-16 200,000.00
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POLICYHOLDERS COMPENSATION FUND
F"( 20242023

APPENDIX III
PENALTIES COLLECTIONS SCHEDULE

Ref Name Date Mode Amount
179 Xplico Insurance 10/02/2023 646776 70,478.00

180 Xplico Insurance 't0 / 02 /2023 646765 100,000.00

181 Xplico Insurance 10 / 02/ 2023 646760 100,000.00

270 Scoreline Insurance Brokers Ltd "t6 / 02/ 2023 EFI 301,000.00

271, Paladin Insurance Brokers 16 /02/2023 EFT 301,000.00

281 ICK Insurance Brokers 28 / 02/ 2023 cHQ 03375 237,000.00

282 Pacific Insurance brokers 28 / 02/ 2023 EFT 46,000.00

288 Johncele Insurance Brokers 3/"14/ 2023 "t793 210,000.00

297 Occidental Insurance 3/17 / 2023 "16073 286,750.00

3^17 First Assurance 3/ 23/ 2023 EFT 376,1,56.00

321 Trident Insurance 3/27 / 2023 331.66 177 ,234.00

329 Trident Insurance 03/ 0e / 2024 2450 19,626.00

331 Kenoki Insurance Brokers Ltd 3/ 22/ 2023 Cash 63,000.00

332 Microensure Insurance Brokers 03 / 02/ 2023 EFT 295,000.00

334 SC Insurance Brokers 03/ 08 / 2023 880 49,000.00

457 Pacis Insurance 23/ 05 / 202i 280,000.00

488 Getrio Insurance Brokers 30/05/2023 100,000.00

536 The Kenyan Alliance Insu rance 2t/ 06 /2023 Chequ No
442489

580,000.00

538 Verge Insurance Brokers 23/06/2023 Cheque 209,000.00

541 The Kenyan Alliance Insurance 18/ 05 / 2023 EFT 6,798.00

577 Crescent Insurance Brokers 30/06/2023 Cash 315,000.00

583 Victoria Insurance Brokers Ltd 30 / 06/ 2023 Cash 350,000.00

590 Select and Protect Insurance Brokers 30 / 06 /2023 EFT 148,000.00

503 Pioneer Ceneral Insurance 30/06/2023 210,000.00

607 Bilmax Insurance Brokers 30/06/2023 330,000.00

30/06/:023 TOTAL 73,995,633.40
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