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KEY NHIF INFORMATION

Background information

The National Hospital lnsurance Fund (NHIF) is a state corporation estabtished under the
Nationa[ lnsurance Fund Act, number 9 of 1998. At cabinet levet, NHIF is represented by the
Cabinet Secretary for Heatth who is responsibte for the generaI poLicy and strategic direction
of the Fund.

fhe National Hospital lnsurance Fund headquarters is located in Nairobi and it has Five

Directorates namety Financial Services, Beneficiary & Provider Management, Corporate
Services, lnformation & Communication Technotogy and lnternal Audi. The Organization has

Its operations is decentralized in seventy one branch offices spread across the six regional
offices namety; Nairobi, Centrat, Western, Coastat, North Eastern and Rift Val,tey.

Principal Activities

The Fund is mandated to facil,itate access to quatity heal.thcare through registration of
members, cottection of contributions and payment of ctaims arising from services rendered
to members in atl accredited heatthcare facitities across the country.
The functions of NHIF are: -

i) Receive atl contributions and other payments required by this Act to be made to the
Fund.

ii) Make payments out of the Fund to dectared hospital,s in accordance with the
provisions of this Act.

iii) ln consuttation with the Minister, to set the criteria for the dectaration of hospitaLs

and to dectare such hospitats in accordance thereto for the purposes of this Act.
iv) Regutate the contributions payabte to the Fund and the benefits and other payments

to be made out of the Fund.

v) Protect the interests of contributors to the Fund.

vi) Advise the Minister on the nationat poticy to be fottowed with regard to nationat
heatth insurance and to imptement atI Government poticies retating thereto.

vii) Perform such other functions as are conferred on it by this Act or by any other written
Iaw.

Our core mandate is to provide heatthcare financing to aLt its members and their dectared
dependants (spouse and chitdren), who contribute either as employed or setf-emptoyed.
Membership is open to atl Kenyans who have attained the age of 18 years and have a monthty
income of more than KES. 1,000.00.
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Our Vision

Wortd Ctass Universal Social Heatth lnsurer

Our Mission

To contribute towards universal heatth coverage in the provision of affordabte, accessibte,

sustainabte and quatity heatth insurance through strategic resource pooting and heatthcare

purchasing in cottaboration with stakehotders

Our Core Vatues

ln pursuit of its vision and mission NHIF is guided by the fotl.owing core vatues:

. CustomerResponsiveness

. Ethics and Professionatism

. lnnovation and Creativity

. Partnerships and Cottaborations

. Team Spirit

. Corporate Social Sustainabitity

Customer Service Charter

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

customer:

.l Treating with courtesy and respect

* Uphotding professionalism in serving

* Providing quatity service

* Being accessibte

* Providing accurate, retevant, timety and ctear information

* Being responsive to customer needs and expectations
.l Monitoring and evatuating customer satisfaction tevets

* Handting at[ customer information with utmost confidentiatity

* Uphotding ethics in a corruption free environment
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Other Key lnformation of the Fund

Registered Office/ Headquarters
NHIF Buitding
Ragati Road
P.O. Box 30443,00100
Nairobi, KENYA

Chief Executive Officer
Dr. Peter Kamunyo
P.O. Box 30443,00100
Nairobi.

Corporate Bankers

National Bank of Kenya
Hi[[ Branch
P.O. Box 45219-00100
Nairobi, Kenya

Kenya Commercial Bank
Moi Avenue Branch
P.O BOX 30081-00100
Nairobi, Kenya

lndependent Auditors

Auditor General
Anniversary Towers,
University Way
P.O. Box 30084, GPO 00100
Nairobi, Kenya

Corporate Contacts
Tetephone: (254) 020 7773755/6
E-mait: info@nhif . or. ke
Website: www. nhif . or. ke

Ag. Corporation Secretary
Ms Janet Boit
P.O. Box 30443-00100
Nairobi

Co-operative Bank of Kenya
Partiament Road Branch
P.O Box 5772-00200
Nairobi, Kenya

Equity Bank Limited
Community Branch
P.O Box 8181-00100
Nairobi, Kenya
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Principal LegaI Advisers

The Attorney General

State Law Office

Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenya

Kithure Kindiki & Associates

Annex C, 6th Ftoor, Tetezi Towers

P.O. Box 38077-00100, Nairobi

KTK Advocates

4th Ftoor, Kemu Towers

P.O. Box 10176-00100, Nairobi

Munyao Muthama Kashidi Advocates

Chaka Ptace, 3rd Ftoor ("TCA")

P.O. Box 74482.-OO1O0, Nairobi

futMC Africa Law

MMC Arches, Spring Vattey Crescent

P.O. Box 75367-00700, Nairobi

Robison Harris Advocates

Transnationat Ptaza, 6th Ftoor

P.O. Box 67845-00200, Nairobi

Ogetto Otachi & Company Advocates

Sifa Towers, 7th Ftoor

P.O. Box 79438- 00200, Nairobi

Waweru Gatonye & Company Advocates

Timau Ptaza, 4th Ftoor

P.O. Box 55207-00200, Nairobi
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THE BOARD OF MANAGEMENT

The Board of Management is representative of atl key stakehotders and is charged with the

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

The Board members who served the entity during the period 7O7OI2O21were as fotlows:
.., .4i*#{#de'e iw!r-o?i.+. .l*j*?eiie*snls,{

NArl E

Hon. Lewis Nguyai

Dr. Peter Kamunyo Gathege

Ms. Susan Mochache, CBS

TITLE/ REPRESENTING

Chairman

Chief Executive Officer

PS Ministry of Heatth

Atternate Member, CS National Treasury

Atternate Member, DG Ministry of
Heatth

Central Organisation of Trade Unions

Kenya National Union of Teachers

Federation of Kenya Employers

Kenya Medical Association

Dr. lsabetta Maina

Mr Samuet M. Arachi, CBS,

OGW, ndc(k)

Mr. Joseph M. Kamau

Dr. Jared Nyakiba

Hon. Roba Duba

Mr. Wyctiffe Omucheyi

Mrs. Rache[ M. Monyoncho

Dr. Jacqueline Kitutu

Mr. Latiff Shaban

Atternate Member, PS Ministry of Heal,th 22nd Sept 2020 21't Sept 2023

Atternate Member, PS Ministry of Publ,ic
Service Youth & Gender

4th March 2019 3'd March 2022

DATE OF

APPOINTMENT

Z}"d Apnl2021

14th Aprit 2020

1sr Nov 2019

15th May 2016

18th Sept 2020

9th May 2019

9th May 2019

9th May 2019

30th Nov 2018

EXPIRY OF

APPOINTMENT

21't April 2024

13th Aprit 2023

31't Oct 2022

15th May 2022

17th Sept 2023

8th May 2022

8th May 2022

8th May 2022

29th Nov 2021

Faith Based Heatthcare Organisations 30th Nov 2018 29th Nov 2021

Other members who served the entity during the period 2O2Ol2O21 inctude the
fottowing:

NAME TITLE/ REPRESENTING DATE OF

APPOINTMENT

18th Aprit 2018

17th March 2020

17th March 2020

EXPIRY OF

APPOINTMENT

17th Aprit 202'1

17th Sept 2020

2{d sqpl !02Q

Ms. Hannah W. Muriithi, EBS

Dr. Mercy Mwangangi

Dr. Andrew Toro

Chairtady
Atternate Member, DG Ministry of
Heatth

Page | 6
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Detaited information of members of the Board of Management are as fottows:

Name Academic lifications

Date of Birth: 15s Aprit 1964

Qualifications
. Gtobal Executive MBA - United States lnternational University. Degree Name Bachetor of Arts (BA) - University of Nairobi

Work rlence
a

a

Jan 2017 - Date: Chairman, Finance Ptan Limited
Oct 2015 - Oct 2018: Director / Chairman of Finance, lnvestment and
Strategy, LAPFUNDHon. Lewis Nguyai

Chairman

Dr. Peter Kamunyo
Gathege

Chief Executive Officer

Mr Joseph M. Kamau
Alternate Member / CS

National Treasury

Date of Birth: 20th December 1971

Oualificati ons
. Master of science (MSc) degree in Pubtic Heatth - University of London,

England
. Bachelor of Medicine & Bachetor of surgery - university of Nairobi. Postgraduate Diptoma in sexuatty transmitted infections and Hlv

Management - University of Nairobi
. certificate of Proficiency in lnsurance - Kenya col,tege of lnsurance
Work Exoerience
. April ZO20 - Date: Chief Executive Officer, NHIF. sept 2017 - March 2020: chief Executive officer - Medsource Group

Limited
. 2019 - 2020: Board Member - Kenya Coordinating Mechanism. 2016 - 2020: Board Member - East Africa Heatthcare Federation
o 2O15 - 2020: Board Member - Kenya Heatthcare Federation

Date of Birth: 1970

Qualifications
o Master's Degree in Economics (Financial Sector poticy)
. Master of Business Administration - Finance
. Bachetor's Degree in Economics and Mathematics
. Certified Financial Anatyst - FA 00273
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Date of Birth: 1973
Qualifications
o Master of Science (MSC) in Communications Management, University of

Strathclyde
. Bachetor of Science, lnternational Business
Work Experience
. 2019 to Date: Principal Secretary, Ministry of Heatth in the

Government of Kenya
. 2015 to 2019: Principal secretary in the Ministry of Labour, sociat

Services and East Africa Affairs.
o 2005 to 2015: Assistant Director Universal service obtigation and

Funding

Date of Birth: 2lh December 1970

Qualifications
. Ph.D. in Pubtic heatth (Ongoing)
o Master's Degree in pubtic Heatth (UON)
. Diploma in Heatth systems management (Gatitee)
o Post graduate Diptoma'management of sexuatly transmitted infections

(uoN)
. Fettowship Heatth systems management (Mahidot)
. Bachetors Dentat Surgery (UON)

Work Experience
. 2o19 to date: Head, Division of Heal,thcare Financing, Ministry of

Heatth
. 2o17 to 2019: Deputy Head, universa[ Heatth coverage, coordination

Department, Ministry of Heatth
. 2013 to 2017: Head, Heatth sector monitoring and evatuation unit,

Ministry of Heatth

Date of Birth: 14th Aprit 1952

Oua lifications
. Diptoma in Advanced Management and Leadership - Gatitee

lnternational Management lnstitute
. General Certificate of Education - Cambridge University

Work Experience
. 2008 to date: Board Member of the National taxpayers association. 20oz to date: Member of National oversight committee of the Kenya

coordinating Mechanism for the Gtobat Funds program of Mataria, AlDs
and TB

o 2000 to date: Director General, supreme councit of Kenya Mustims

Ms Susan Mochache, CBS
PS Ministry of Health

Dr. lsabetta Maina
Alternate Member / PS

Ministry of Health

Mr Lattif Shaban
Faith Based

Organisations
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Mr. Samuel Arachi, CBS,

OGW, ndc (K)
Alternate Member/
Ministry of Public

Service, Youth and
Gender

Date of Birth: 9th Aprit 1962
Qualifications
o Master's Degree in lnternational Retations,
. Post graduate Diptoma in lnternational Retations
. Bachetor's Degree in Arts

Work Experience
. 2018 to date: Secretary Administration - State department of Gender,

Ministry of Public Service, Youth and Gender
. 2018 to Date: Chairman Tana & Athi Rivers Devetopment Authority

Board
. 2016 to 2017: Ag. lnspector General National Potice Service

Date of Birth: 26th December 1972

Qualifications
o Master of Business Administration - Heatth Care Management -

Strathmore Business SchooI
. Bachetor of Medicine & Surgery
Work Experience
o Currentty the Kenya Medical Association (KMA1 National Chairperson.

Represents KlvlA at the Kenya Heatth Federation
. 2008 to 2012: chairperson, Kenya Medical women Association (lfiwA)

Date of Birth: 1961
Qualifications
. Bachetor of Education
. Certificates in Education

Date of Birth: 19th March 1955

Qualifications
o Master of Arts in Governance & Ethics - Mt Kenya University
. Master's in Business Administration- Jomo Kenyatta University of

Agricutture and Technotogy
. Bachetor of Arts, Sociotogy - University of Nairobi

Work nence
a 2014 to date: Generat Secretary Kenya Government Workers Union,

Trade Union.
2015 to Date: Executive Board member, COTU(K)

Dr. Jacquetine Kitutu
Kenya Medical

Association

Mr Wyctiff Omucheyi
Kenya National Union of

Teachers

Hon Roba Duba
Central Organisation of

Trade Unions(K)

a

a
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Dr Rachel Monyocho
Federation of Kenya

Employers

Dr Jared Nyakiba
Alternate Member / DG

Ministry of Health

Ms Janet Boit
Ag. Corporation

Secretary / Head Legal
Services

Date of Birth: 28s March 1963

Qualifications
o Doctor of Phitosophy (Ph.D.) Organisationa[ Theory and Behaviour-

?:01 1 -201 4-University of Nairobi
. Master of Business Administration - Strategic Management and

lnternational Business - University of Nairobi
. Bachetor of Science in Chemistry, Botany and Zootogy - Punjabi

University

Work Experience
. 2015 to date: lndependent management consultant and part-time

University teaching.
. 2009 to 2011: Human Resource Director, G4S Security Limited
o 2006 to 2008: Human Resource Manager, Northtand and Eastern Africa

Coca-Cota Subgroup

Date of Birth:
Qualifications
. Doctor of Phitosophy (Ph.D.) in Heatth Services - Watden University
. Master of Public Heatth, Heatth Service Management. - Moi University
. Master of Pharmacy in Ctinical Pharmacy - University of Nairobi
. Bachetor of Pharmacy - University of Nairobi

Work Experience
July 2019 to Date: Assistant Chief Pharmacist (Ctinicat Pharmacist
(Ctinicat Pharmacist/Pubtic heatth speciatist at MOH ( Universal Heatth
Coverage Secretariat)
Jan 2018 to June 2019: Assistant Chief Pharmacist (Ctinicat
Pharmacist/Pubtic heatth Speciatist) at MOH

Jan 2017- Dec 2017: Assistant Chief Pharmacist at Pharmacy and
Poisons Board (Ctinical. pharmacist/pubtic Heatth Speciatist at
pharmacy and Poisons Board
Jan 2011 - Jan 2017: Assistant Chief Pharmacist/Ctinicat Pharmacist
at KMTC, Nairobi
Oct to Dec 2010: Assistant Chief Pharmacist at Provincial Medical
Officer's Office, Nairobi

a

a

a

a

a

Date of Birth: 16th November 1980
Qualifications
r Post Graduate Diptoma in Human Resource Management -Cambridge

lnternationaI Cottege
. Post Graduate Diptoma in law (Dip, Kenya School of Law
. Bachetor of Laws (LLB), Moi University
. Certified Pubtic Secretary - CPS(K)
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KEY MANAGEMENT TEAM

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

heads of departments who are dedicated professionats working with staff and ctients
to provide strategic ptanning for the Fund's future goals. The fottoMng are the key
management of the Fund.

Name

Dr. Peter Kamunyo
Gathege

Chief Executive Officer

lvls. Hazel J. Koitaba
Director, Beneficiary and

Provider Management

Mr. Nicodemus Odongo
Director, Strategy,

Planning & Marketing

Academic Qualifications

Master of Science (MSC) degree in Pubtic Heatth - University of
London, Engtand

Bachetor of Medicine & Bachetor of Surgery - University of
Nairobi

Postgraduate Diptoma in sexualty transmitted infections and Hlv
Management - University of Nairobi
Certificate of Proficienry in Insurance - Kenya Cottege of
lnsurance

. Bachetor of Business Marketing

. Postgraduate Dip. in Business Marketing

o Master of Arts (Economics) - University of Nairobi
o Bachetor's in Economics - University of Nairobi
. Member of MRS

. Member of KIM

a

o

a

a

\
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Mr. Washington Okoth
Ag. Director ICT

Ms. Fransisca Mwanza
Ag. Director Financial

Services

Mr. Joseph Tonui
Head, Administration

Services

. r+tAv;

CPA. Rodgers Miranyi
Ag. Head, Process &

Systems Audit

o Master of science in lnformation Systems
. Master of Arts - Project Ptanning &
. Management
. Bachetor of Science (lnformation Systems)
. Diploma in Computer Systems

. Master of Business Administration (Finance)

. Bachetor of Arts (Economics)

. Certified Pubtic Accountant Kenya

. Member of ICPAK

. Bachetor of Education

. Higher Diptoma in Human Resource

. Member of IHRM

. Member of KIM

o Master of Business Administration - Finance
. Certified Pubtic Accountant Kenya
o Certified lnternal Quatity Assessor
. Member of ICPAK

. Member of llA - Kenya Chapter

t
*l$

l;
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L

o Master of Business Administration
. Bachetor of Science in Apptied Geotogy

. Master of Arts (Rurat Sociotogy)

. Bachetor of Arts

. Diptoma in Marketing Management

. Master of Arts, Project Ptanning & Management (Ongoing) -

University of Nairobi
. Bachetor of Education, Technotogy Education - Moi University
. Diptoma in Marketing Management - Kenya Institute of

Management
. Member of Kenya lnstitute of Management

Master of Business Administration (Strategic Management) -
Kenya Methodist University
Bachetor of Science - Egerton University
Graduate Diptoma - Purchasing & Suppties - Chartered lnstitute
of Purchasing and Supplies (CIPS-UK)

Diptoma - Purchasing & Suppties - Chartered lnstitute of
Purchasing and Suppties (CIPS-UK)

Certificate in Corporate Governance - Centre for Corporate
Governance

Certificate in Strategic Leadership Devetopment (SLDP) - Kenya
School of Government

Ati Abduttahi lssack
Head, Provider
Management

lvls. Phyttis Nyakiba
Head, Marketing &

Communication

Mr. Wambugu Kariuki
Head, Beneficiary

Management

Ms. Rose Mugambi
Head, Supply Chain

Management

a

a

a

a

a

a
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. Performance Measure Process (PuMP) Certification - Stacey Barr
lnstitute, Austratia

. Member of chartered institute of suppties Management (Mclps)

. Member of Kenya lnstitute of Management (KISM)

o Master of Business Administration
. Master of Science (Epidemiotogy)
. Bachetor of Pharmacy

. Post Graduate Diptoma in Human Resource Management -

Cambridge lnternationat Cottege
o Post Graduate Diptoma in law (Dip, Kenya School of Law
. Bachetor of Laws (LLB), Moi University
. Certified Pubtic Secretary - CPS(K)

Dr. Samson Kuhora
Kairang'a

Head, Benefits Design &
Actuarial Assessment

Ms. Janet Boit
Ag. Corporation

Secretary/ Head Legal
Services

-rr\
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CHAIRPERSON'S STATEMENT

It gives me great pleasure to present to you the financial report for the FY2020121

which comes at a critical moment when the nation focus is directed towards

achieving Universal Heatth Coverage (UHC). The FY 2020121was characterized by a

dectine in economic growth from 2.160/o per cent in the financial year 2019t20 to

negative (3. 51%) in the FY ZO20l21 and an inftation rate that stood at an average of

5.Z9yo per cent. This is attributabte to the interruption of the nation economy due

to the effects of the covidl9 pandemic that necessitated the Government to

instigate measures through the Ministry of Heatth to protect the right to the highest

attainabte heatthcare to atl its citizen as enshrined in Kenyan Constitution 2010

under the bitt of rights.

However, the Fund has continued to champion for atl Kenyans to register to NHIF to shetve

thern from financiaL hardship brought about by the escatating costs of accessing quatity

heatthcare. To aid in actuatization of the UHC scate up, a team comprising of officers from

the Ministry of Heatth (MOH), NHIF, and Attorney Generat's Office (AG), Kenya Law Reforms

Commission (KLRC) and other Devetopment partners namety Wortd Heatth Organization

(WHO) and Wortd Bank was appointed and proposed reforms to the NHIF Act No.9 of 1998.

As at the end of the FY2020 171, lhe proposed amendment bitl was at the second reading in

partiament and the Board of Management commits to continue engaging a[[ stakehotders in

the succeeding financial year to ensure the passage and execution of the proposed

amendments in the bitt.

Going forward and in view of the increased customers' demands, the Board witl

remain constantty engaged and vigitant in furtherance of fruitfut discussions that

touch on the quatity of care in hospitats, upgrading of heatth infrastructure in
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hospitats, provision of medicine, expansion of hospitats, provision of key medical,

equipment as we[[ as addressing HR concerns in the heatth sector, factors that affect

a seamless detivery of the Funds seMces.

With the great tasks ahead, the onus is on us to ensure a continued prudent

management of resources and prioritization of expenditure in areas that bring the

highest [[ Kenyans in the journey of UHC.

CHAIRPERSON - BOARD OF MANAGEMENT
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REPORT OF THE CHIEF EXECUTIVE OFFICER

The financiat year 2020l21was extremety a busy and chattenging year in the history

of the Funds operations. lt was marked revamped efforts to put in ptace enabters to

ensure attainment of UHC by 2022. Notabty, the Fund reintroduced biometric

registration to atl its members, rotled out the E- ctaim management system,

continued staff reorganization to ensure suitabitity for purpose and initiated the

amendment of the NHIF act No. 9 of 1998 with an aim to accelerate achievement of

UHC.

On other fronts, the operating environment as hightighted by a survey conducted by

the Kenya National Bureau of Statistics (KNBS) in May 2020 indicated that the labor

participation rate in the country had fatten significantty as a resutt of the

pandemic. Data from Wortd Bank shows that in 2019 Kenya had a labor-force

participation rate of 75o/o; this rate fett to just 56.8% in Aprit 2020. According to the

KNBS suryey, the percentage of the poputation in active emptoyment, whether

informat or format, has fatten to 65.3% of men and 48.8% of women. The reduction

has been caused by job losses in both the informal and formal sectors. The virus has

disrupted the flow of revenues and timited the suppty and demand for goods and

services, pushing emptoyers to use different coping mechanisms to stay aftoat.

Employers have been forced to downsize the workforce, give unpaid leave or make

temporary tayoffs.

White navigating amidst the chattenges mentioned above, the Fund continued to ptay

its rightful rote to contribute towards universat heatth coverage in the provision of

affordabte, accessibte, sustainabte and quatity heatth insurance through strategic

resource pooting and heatthcare purchasing in cotlaboration with stakeholders. To
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this end, the ctosure of the financial year 7020/21 saw the membership ctock to 12.9

mitlion principal members mark with an active membership of 5.3 million. Kshs.

61.878 was reatized in revenue cottection compared to Kshs. 60.88 reatized in the

previous financiat year2019t2O2O.There was atso a stight increase in benefits paid

out to members from Kshs. 54.368 to Kshs. 54.108, which represents 88% of the

total revenue cottected.

To rightty position the Fund for the UHC scate up and atign it to the current operating

environment, the Fund initiated the mid-term review of its strategic ptan 2018-2022

which witt be adopted and executed in the succeeding financial year.

ln conctusion, I woutd like to assure atl our stakehotders of our continued dedication

in imptementing the 2018-22 Strategic Ptan which envisions a heatthy and a weatthy

nation enabted by a vibrant heatth insurance cover that we offer as a Fund. Here our

motto "AFYA YETU Bll'l1A YETU" says it att.

,

Dr. Peter Kamun

CHIEF EXECUTIVE FICER
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CORPORATE GOVERNANCE STATEMENT

Principles of Corporate Governance

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

the long-term success of the Fund. The Fund is managed by an effective Board which is

composed of competent, diverse and quatified members capabte of exercising objective and

independent judgment.

The Board of Management's appointment and composition is in line with the NHIF Act No. 9

of 1998. The Board has autonomy and authority to exercise its functions and accountabte to

sharehotders and act responsibty towards stakehotders.

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

by the highest standards of integrity and accountabitity in its operations. The Board adheres

to the Code of Governance prescribed in the Mwongozo (The Code of Governance for State

Corporations) NHIF Act and other Government of Kenya guidetines.

Management Board

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

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

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

standards of corporate governance. Of particutar importance to the Fund is the protection

of stakehotders' interests and open corporate communication.

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

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

remuneration of the members. lt atso comprises a Work Ptan setting out the schedute of
Board meetings and the main business to be deatt with at those meetings.

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

which inctude the review of the suitabitity of its composition, the diversity of skil,ts and

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

ptanning, together with the performance of the Committees, Chairperson, Chief Executive

Officer and Fund's Corporate Secretary.

Board Responsibi lities

The Board of Management is charged with the duty of steering the Fund. lt is responsibte

for formutating NHIF poticies and strategies and ensuring that business objectives, aimed at
promoting and protecting stakeholder vatue are achieved.
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fhe Board defines the Fund's strategic intent, objectives and vatues to ensure that
procedures and practices are in ptace to protect the Fund's assets and reputation. lt is
responsibte for the stewardship of the Fund and assumes responsibitity for retaining futt and

effective control over the Fund.

The conduct of Board members is consistent with their duties and responsibitities to the
Fund and they must atways act within the Limitations imposed by the NHIF Act.

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

is required to provide adequate and timety information on the Fund's policies. lt atso

considers an operational report from the Chief Executive Officer; Management Accounting

for each quarter; reports from each Board Committee, specific proposats for capital
expenditure and acquisitions; and major issues and strategic opportunities for the Fund.

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

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

Management Poticy and the Whistte Btowing poticy.

Composition of the Board

Section 4 (1) of the Act estabtishes the Board of management comprising of the fottowing:
1. A chairperson to be appointed by the President by virtue of his knowtedge and

experience in matters retating to insurance, financia[ management, economics, heatth

or business administration;

?.. The Principal Secretary in the Ministry for the time being responsible for matters retating

to Heatth or his representative;

3. The Principa[ Secretary to the Treasury or his representative;

4. The Principal Secretary/Director of personnel management or his representative;

5. The Director of medicat Services or his/her representative;

6. One person nominated by the Federation of Kenya Emptoyers;

7. one Person nominated by the central organization of rrade unions;

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

Primary Education Teachers;

9. One person nominated by the Kenya Medicat Association;

10. One person nominated by the faith-based heatthcare organizations.
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The governance, control and administration of the Fund are vested in the Management

Board.

Responsibility for Financial Reporting

The Board of Management recognizes its responsibitity to present a true and fair view of the

state of the financial affairs of the Fund. The Fund's financial statements are prepared in

accordance with lnternational Financiat Reporting Standards and the requirements of the

PFM Act, the State Corporations Act and the NHIF Act.

Remuneration

ln remunerating the Board of Management, the Fund's poticy has been to consider, the

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

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

board members' sitting attowances are onty paid subject to attendance at the board and/or

committee meetings confirmed by the register of attendance.

Detaits of the Board of Directors' remuneration are set out on page 104

Service Contracts and Compensation

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

has a service contract or receives compensation from the Fund.

Disclosure of lnterests

The Board members are under a fiduciary duty to act honestty and in the best interests of
the Fund. To curb instances where the Board members' setf-interests conftict with their
duty to act in the best interests of the Fund, the Fund has instituted poticies requiring the

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

business witl be discussed in addition to absotving themsetves from making decisions on the

respective business.

Transparency

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

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

Role of the Chairperson vs. the Chief Executive Officer

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

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

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

Chairperson. The Chief Executive Officer directs the imptementation of the Board of
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Management's decisions and instructions on the generat management of the Fund with the
assistance of the Senior Management team. However, both the Chairperson and the Chief

Executive Officer work together to achieve the goal,s of NHIF.

Board Committees

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

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

a Charter which contains provisions retating to the powers detegated by the Board to each

Committee, membership of tlre Committee and the Committee's defaited duties. Annual

performance reviews of each Committee are carried out and presented to the Board. The

Board has set up the foltowing committees:

1. Governance & Human Resource Board Committee

The committee deats with governance, administrative and tegal issues.
'."'"".1",1 : '.t,)1., .r"i,r/:t i);' ,,1;..-,:,r,

1

2

3

4

5

6

Hon. Roba Duba

Dr. Rachel Monyoncho

Dr. lsabetla Maina

Mr. Samuel Arachi

Mr.Wyctiffe Omucheyi

Dr. Peter Kamunyo

Mr. Wyctiff Omucheyi

Dr.Jarred Nyakiba

Dr. Jacquetine Kitutu

Mr. Latiff Shaban

Dr. Peter Kamunyo

Central Organization of Trade Union

Federation of Kenya Emptoyers

Atternate Member/ PS Ministry of Heatth

Atternate Member/PS/Ministry of Public

Service Youth & Gender

Kenya Nationa[ Union of Teachers

Chief Executive Officer

Kenya Nationa[ Union of Teachers

Att. Member/DG/Ministry of Heatth

Kenya Medical Association

Faith Based Organizations

Chief Executive Officer

Chairman

Member

Member

Member

Member

Secretary

2. Operations, Strategy and Technical Committee

The Committee deats with matters retating to comptiance with the NHIF Act by Emptoyers,

Heatthcare Providers, Stakehotders, Strategy and Ptanning.

1

2

3

4

5

Chairtady

Member

Member

Member

Secretary

3. Finance and lnvestment Board Committee

The committee deats with att financial and investment matters considered risks and

proposed compliance aspects of the same.
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The fotlowing are the members of the committee

No. Name of Member Organisation

1. Dr. Jacquetine Kitutu Kenya Medical Association

2. Mr. Joseph M. Kamau Att. Member/CS/The Nationat Treasury

3. Dr. lsabetta Maina Alt. MemberlPS/ Ministry of Heatth

4. Mr. Samuet Arachi, CBS Att. Member/PS/Ministry of Pubtic

Service Youth & Gender

5. Dr. Peter Kamunyo Chief Executive Officer

Position

Chairptady

Member

Member

Member

Secretary

4. Audit and Risk Committee

The committee deats with matters concerning audit, internal system controts and risks.

{.ir.:{itriir-i i i;,rrr 'lr):i$i?c)",\lri *i.1,,.' ntr:'.t;.''1!i;::r

1

2

3

4

5

Dr. Rachel Monyoncho

Hon. Roba Duba

Mr. Joseph M. Kamau

Dr.Jarred Nyakiba

Mr. Latiff Shaban

Federation of Kenya Emptoyers

Central Organization of Trade Union

Att. Member/CS/The Nationa[ Treasury

Att. Member/DG/Ministry of Heatth

Faith Based Organizations

Chairtady

Member

Member

Member

Member

Corporate Secretary

A1[ members of the Board have direct access to the Corporation Secretary who is responsibte

for ensuring that board procedures, rutes and regutations are fottowed. The Corporation

Secretary is atso the Chief Legat Officer, she reports independentty and directty to the board

on litigious matters affecting the Fund.

External Auditors

Whereas the Board of Management is responsibte for preparing the accounts and for
presenting a batanced and fair view of the financial position of the Fund, the external
auditors examine and give their opinion on the reasonabteness of the financiat statements.

The auditor reports independentty and directty to the Board through the Chief Executive

officer who is the Fund's accounting officer and the secretary to the Board.

lnternal Auditors

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

Committee.

Going Concern

The Board of Management submits this annua[ report and financial statements for the year

ended 30 June 2021. The annuat report and financia[ statements present, in the opinion of
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the directors, a fair, batanced and understandabte assessment of the state of the affairs of
the Fund's position and prospects. The Board reports that the business is a going concern

and they have no reason to betieve that the Fund witt not be a going concern into the
foreseeabte future.

Pagel29



NATIONAL HOSPITAL 
'NSURANCE 

FUND
Reports and Financial Statements
For the year ended June 30, 2021

MANAGEMENT DISCUSSION AND ANALYSIS

During the financial year, the Fund continued to dispense its mandate of providing

affordabte, accessible and quatity health insurance to attits members through the enrotment

of members, cottection of premiums and other revenue and the strategic purchasing of

heatth services. This has been done by imptementing innovative and efficient strategies to

achieve Governments' Big 4 Agenda of achieving Universa[ Heatth Coverage by 2072.

Member Registration

Cumulative Membership

NHIF Cumutative Membership as of 30th June 2021 was 25.4 million Beneficiaries

consisting of 12.9 mitlion cumulative PrincipalMembers and 12.5 mittion Dependents.

The 12.9 mittion Principal Members comprised of members in the Formal and ]nformal

Sectors and Sponsored Programs broken down as fottows:

No. Sector
FormaI
lnformat
Sponsored Programs
TOTAL

Number
4, 691, 277
6, 553, 649
1, 676, 439

12,921, 363

I
2

3

Registered Members per Sector

Formal Sector which comprises Pubtic and Private sector had 4,691 ,277 members as

indicated above which is 36% of the total membership white the lnformal sector which

inctudes Votuntary contributors and Sponsored programs had 8,23O,O87 members

(Voluntary 6,553,648 & Sponsored 1,676,439) which is 64% of the total membership. The

chart betow shows distribution of membership per sector.

liembers per Sector

MEMBERSHIP
PER SECTOR

NHIF registered liembers by sector

Sponsored
Programs

13% Formal
360/o

Informal
51o/"
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NHIF Membership Growth

Membership in NHIF has grown progressivety over the years from onty 4,817,256 members in
7013114 to 12,971,364 in the 2020/21 financiat year as ittustrated betow:

llembership Growth

This is attributed to the expanded benefits that were rotted out at the end of the ZO1StZO16

financial year as wetl as the Government sponsorships through the Vision 2030 ftagship
projects, the UHC pitot in Nyeri, Kisumu, Machakos and lsioto Counties and NHIF UHC

program.

Cumulative lvlembership Registered in 2Ol6l17 to 2020121.

The upsurge in new registrationsin20lT/18 and 2018119 was mainty in the informal sector

and sponsored programs, because of the expanded benefits that were rotLed out at the
end of 7016. Additionatty, the government through its Vision 2030 ftagship projects and

UHC pitot registered 1,139,424 Househotds in Nyeri, Kisumu, Machakos and lsioto Counties.

Atso, 181,968 Househotds were registered underthe HISP for Orphans & Vutnerabte

chitdren, 238,598 beneficiaries registered under the Etderty & Peopte Living With Severe

Disabitities Program white 484,085 beneficiaries of the lnua Jamii Program registered in

2017 t 18 FY .

14,000,000

12,000,000

'10,000,000

8,000,000

.6,000,000

4,000,000

2,000,000

2013t14 2014/15 2015t16 2016t17 7017/.18 2018t19 7.019/20 2o2ot71

f;! Members

12,921,364

9,362,141

7,002,110

4,817,?56
5 475

2,099,91o
11,453,28ru1

6,136,256
,190

Year 2016t17 2017t18 2018t19 2019t20 2020t21
Members 7,002,110 9,362,141 11,453,286 12,099,916 17,971,364
Growth 865,854 2,360,031 2,091,145 646,530 8?1,549
o/lo 34% 22% 6% 7%
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New Member Registration

New Members registered in lhe 2020121 financial year were 821,548 out of the target of

646,526. Formal sector registrations were 12% of the new registrations white the informat

sector registrations made up 63%, and sponsored programs 25%.

There was an increase of 27% in new member registration when comparing the 2019170 FY

to 20/21 FY as tabutated betow by sector.

lrlembers Registered in 2019120 and 2020121.

The decrease in new member registration especiatty for the Formal Sector was mainty due

to the trickting effect of the diminishing economic status of the country that has led to many

companies ctosing down, as the economy struggtes to recover from the COVID 19 Pandemic

effect. The informal sector saw increased registrations by 15%, as the sector grew due to

the increase in poputation who lost their jobs due to the pandemic controt mechanisms

instituted by the government. Atso, during the reporting period, the Fund has conducted

several media campaigns to increase awareness, and this greatty enhanced enrottment for

the sector.

Strategies to Increase Membership

Formal Sector

ln the 2020121 financial year, The Federation of Kenya Emptoyer association was engaged

to share data of att registered emptoyers for comparison with the Organizations emptoyer

database to enabte fottow up on those that are not registered.

The Fund has continued to partner with emptoyers' umbre[ta bodies with a view of

sensitizing members in the format sector.

lnformalsector

The foltowing strategies were imptemented to enhance membership in the lnformal Sector.

i. Targeted member education of NHIF benefits

ii. Engagement with University and Cottege Management to consider making NHIF

membership mandatory before enrotment of atl University & Cottege Students

iii. Registration of UHC members as per MoH action ptan for UHC rotl out

iv. Engagement of informal sector umbretta bodies to devetop effective strategies to

increase membership.

Formal 163,963 97,68? (40%l

lnformal 446,420 514,460 15%

Sponsored Programs 36,143 209,406 479%
Total 646,526 821,548 27%

2020t212019t20 lncrease/ DecreaseSector
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v. Engagement of the Commissioner of Co-operatives on a partnership for registration
of cooperatives with NHF.

vi. Short. Messaging (SMS) and/or WhatsApp Messages to att Kenyans taitored to prompt

them to register with NHIF.

vii. Partnership with GOG, NG-CDF Board, and other institutions on coverage

Sponsored Programs

i. Devetopment of a Sponsored Programs Strategy on enrotment and retention.

ii. Lobby COG to support provision of a budget for sponsorship of vulnerabte persons.

iii. Lobby NG-CDF Board to support provision of a budget for sponsorship of vutnerabte
persons.

iv. Lobby other institutions to sponsor vutnerabte persons.

v. Devetop innovative and cost-effective access point.

Member Retention

Retention rate is defined as the percentage of members who have paid at teast one month,s
premium in 12 months. For the Formal sector, it is mandatory to pay monthty premiums

white for the informa[ sector, contributions are votuntary. As at the end of the2020tZ1 Fy,
the retention rate of 41% of the total registered membership of 12,921,364. This is 59%

achievement of the 70% target. Retention in the formal sector was 72% of the registered
sector members and 64% of the total active members. lnformal sector active members were
74% of the sector membership and 36% of total active membership.

This is ittustrated in the tabte betow.

Active Memtrer:; as at 30tr'June 202'l
Sector Active hlembers % of Total Totat Sector Members %Formal 3,388,127 64% 4,691,277 lZ%
lnformal 1,937,617 36% g,Z3O,Og7 24%
Retention 5,325,744 100% 12,921,364 41%

Active l(embers comparison of June 2020 ond June 2021

The effects of COVID 19 Pandemic on the economy saw many househotds lose their income

in the formal sector hence reduced retention rate in the sector. Compared to the same

period in the 2O1g/70 financial year, the overatl retention rate has dropped 3% white the

formal Sector retention has droppedby 6%. This is ittustrated betow:

Sector Active hlembers % of Active Active hlembers June % of Active
Formal 3,593,481 78% 3,388,127 ZZo/olnformal 1,766,020 24% 1,937,617 24%

5,359,501 44% 5,325,744 41%

Page | 33



NATIONAL HOSPITAL INSURANCE FUND
Reports and Financial Stotements
For the year ended June 30,2021

The suspension and ctosure of businesses due to the measures laid down by the government

to contro[ the spread of the virus greatty affected the service industry.

The lnformal Sector retention rate has remained the same as the previous financial year.

Apart from the retention chattenge brought about by the pandemic, the lnformal Sector

retention remains a chattenge attributed to adverse setection inherent to the sector where

members seek enrotment onty when itl or in need of a medical service and stop making

contributions after utitizing the benefits and their quatity of tife improves. This witl be

resotved to some measure by imptementing the reviewed benefits access criteria.

Retention Strategies

Review of the Informal Sector Policy

To enhance member retention, the Fund has come up with various proposats aimed at

enhancing member retention. Proposed strategies inctude the fottowing;

a. Access restrictions for new members and defautters

b. Activation of dormant membership cards

c. Access of maternity benefit

d. Requirements for change of spouse

e. Access of benefits for declared dependents after initial registration.

t. Limits for number of dependents

g. Dependents age limit to access of benefit

The aim of the benefits access criteria is to encourage informal sector retention and ensure

seamtess benefit utitization by paid up and vatid members. lt is envisioned that

imptementation wit[ discourage perennial defautters who onty pay when they need to access

benefits without being excessivety punitive. The lnforma[ Sector Poticy witI subsequently be

reviewed after engagement of stakehotders and subsequent agreement on the contentious

issues.

Enhancement of the reviewed benefits access criteria.

The benefits access criteria were enhanced to encourage informal sector retention and

ensure seamtess benefit utitization by paid up and vatid members. lt is envisioned that

imptementation witl discourage perennial defautters who onty pay when they need to access

benefits without being excessively punitive.

Member Contributions

A total contribution of KES 62.15 Bittion for both the National Heatth Scheme (NHS) and

Managed schemes was cotlected for the period, FY 202012021. Compared to the same period
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the previous FY 7019/7020 which was KES 60.82 Bittion, this performance represented an

increase of 2.19%. National Scheme contributions were KES 31.62 Bittion white Managed

schemes contributions were KEs 30.53 Bittion for the Fy zozo/zoz1.

The decrease of the cotlections from the managed schemes is as resutt of organizations

(Parastatats, County Governments and Disciptine Services) not renewing their contracts with
the Fund on time due to the changes that had transpired. Whereas the decrease on the
cottections from the NHS is attributed to the impact of Covid-19 where many businesses

have reduced their operations lrence reduced contributions due to increased tay off of their
employees, as wetl as some reducing their empl,oyees' sataries during the Covid-19 pandemic

period. Atso NHIF Comptiance activities to ensure timel,y submission of contributions have

significantty reduced in an effort to keep safe and compl,y with Covid-19 Guidetines provided

by Ministry of Heatth (MOH).

Benefits Utilization

The benefits paid out for the period 202012021 was KES 54.10 Bittion compared to 54.4

Bittion for the last financial year 201912020 which is a 0.5% decrease compared to 1.8%

increase in the previous year. Out of KES 54.10 Bittion benefits paid out, Nationat Heal,th

Scheme benefits were KES 28.24 Bittion white Managed Schemes was KES ZO.Z3 Bitlion, which
was 57% and 37% of total Benefits respectivety.

Vision 2030 Ftagship Projects

Linda Mama

The Government of Kenya introduced Free Maternity Services in 2013 to address the high

materna[ morbidity and mortatity rates. Maternat mortal,ity rate as per Worl,d Bank data

stood at 342/ 100,000 live births in 7017 . Further, 6?% of births in Kenya are delivered under

the supervision of a skitled birth attendant, which is stitt betow the internationat target of
90%. Traditional birth attendants continue to assist with 28% of births, relatives, and friends

with 21%, and in7%of births, mothers receive no assistance at att.

Significant sustained increase of 89%,97%, and 98% was observed in the antenatal care visits,

heatth facitity detiveries, and live births respectivety, after the pol,icy imptementation. An

immediate and significant increase of 77% was atso noted for those women who received

Emergency Obstetric Care (EmONC) services in either the levet 5, 4 and 3 heatth facitities.

No significant changes were observed in the stittbirth rate and caesarean section rate

fottowing poticy imptementation.
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For this reasons, Ministry of Heatth

commissioned Free Maternity Services Program

in 2013 in atl Government/ Pubtic Heatthcare

facitities countrywide. The overatl objective of

the program is to increase access to skitted

detivery services and hence the reduction of

the maternal and infant mortatity.

To comptement this policy, Ministry of Heatth in cotlaboration with devetopment partners

provide essentia[ maternat and chitd heatth commodities, training and supportive

supervision to heatth facitities and heatth workers, to better equip them to provide quatity

obstetric care.

However, the Ministry of Heatth transitioned the program to NHIF in 2016 which was

rebranded to "Linda Mama Program". The reason for this transition was to leverage on the
NHIF infrastructure and systems that enabte reat-time member identification, registration,

verification, and ctaims processing.

ln addition, to working with att government/pubtic heatthcare facilities, NHIF has

empanetted private and faith-based heatthcare providers to increase the choice for the
pregnant mothers across the country.

Registration of Expectant Mothers

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

Registration of expectant women is done through the fol.towing modes:

. lvlobile platform - USSD Code "155#

. Contracted health facility - through NHIF Heotth System

. NHIF country wide offices ond Huduma Centers.

During the period under review, there were a total. of 1,163,712million registered

expectant mothers a stight increase compared to the same period tast financial year

2019120 which had 1 ,102,510million registered expectant mothers. The graph below
ittustrates the trend in registrations since the rotl-out by NHIF
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Total Deliveries
During the FY 202012021, the total detiveries reported were 784,220 which is 71% of totat
detiveries in Kenya. This is a stight increase in detiveries compared to the same period in

the financial year FY 2019/20 which had 724,463 reported which is 66% of the totat
detiveries. The graph betow demonstrates the trend in detiveries per county.

Deliveries for the Period Ended 30th June ZOZL
1,000,000
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r Normal Deliveries I C/Sections Total % of deliveries

Fig: Total Deliveries per FY

TotaI Deliveries per County

During the year review, counties with low number of detiveries were recorded in Samburu,

Lamu, Turkana, Machakos, lsioto, under the Linda Mama Program. The counties the highest

detiveries inctude Nairobi, Makueni, Homabay and Kericho among others. The tabte betow

reftects counties with lowest and highest deliveries during the FY 2019t20.
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Total Deliveries per County
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Fig: Deliveries as at 306 June 2021

Deliveries vs Registered Expected Mothers

There is a congruent trend between registrations and detiveries with counties that have

more registered expectant mothers having more detiveries. The graph betow ittustrates this

trend.

Registrotions vs Deliveries
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Fig6: Registrations vs Deliveries

Health lnsurance Subsidy Program

The Heatth lnsurance Subsidy Programme (HISP) is a government ftag-ship Program

launched in 2014 under the Vision 2030 which is being implemented by NHIF and financed

by the Government of Kenya. lt is a demand side financing mechanism where funds are

channetted to NHIF on behalf of identified and targeted househotds classified as poor and

vutnerabte
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The targeted group constitutes of beneficiaries of the Orphans & Vutnerabte Chitdren Cash

Transfer Programme (OVC-CTP).

The cash transfer beneficiaries are targeted, identified, and registered to receive cash

transfers by the Ministry of Labour and Social Protection. HISP provides membership not

onty to the Orphan but to a[[ members of the househotd.

The programme used a Phased approach: Phase I (2014-2016) was a pil,ot targeting 21,546
househotds spread within the 4Tcounties. Phase ll (2016-2018); HISP scate up commenced

on 1't Juty 2015 which targeted an additional 160,422 househotds. Thus, the totat number

of househotds under HISP is 181,968.

Older Persons & Persons with Severe Disability (OPWD) Program

Discussions in the recent past five (5) periods have centred on increasing heatth coverage

to the poor and vutnerable persons in society. Currentty, approximatety 36% of the
poputation lives betow the poverty [ine while 9% live in extreme poverty. A large proportion

of the poputation is vutnerabte to poverty because of a wide range of factors are unable to
deal, with tivelihood shocks such as sickness, old age, unemptoyment, and disabitity.

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

beneficiaries of the Otder Persons and Persons with Severe Disabitity Cash Transfer

Programme. The OPWD program was rolted out in att 47 counties covering 42,OOO

househotds.
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Operational High lights

Targeting of Beneficiaries for OPWD

The OPWD target group constitutes the househotds under the Otder Persons and Persons

with Severe Disabitity Cash Transfer Programme. The targeting and identification was

carried out by the Ministry of Labour and Social Protection (ML&SP) through proxy means

testing and community verification.

The 42,000 househotds were ranked by the Ministry of Labour and Social Protection as the

poorest among in the database of beneficiaries in the Otder Persons and Persons with Severe

Disabitity cash transfer program

-.re

Registration Status for OPWD

The number of househotds under the Otder Persons and Persons with Severe Disabitity is the

same since ApriL2A17; a total of 42,000 househotds broken-down as fottows: OLder Persons

39,349 househotds and Persons with Disabitity 2,651 Househotds who are currentty

accessing health benefits under the National Scheme "Supa Cover".

lnua Jamii 70+ PTsgTum (LJP)

lnua Jamii 70+Prsgrsn'l is a government ftagship program that rotted out in Aprit 2018 and

aims to extend coverage to otder persons as part of its commitment to achieving Universal
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Heatth Coverage as underscored in the Big Four Agenda. The Ministry of Labour and Sociat

Protection expanded the Otder Persons Cash Transfer Program to cover atl poor and

vutnerabte persons aged 70 years and above. Therefore, this group of beneficiaries are set

to access health insurance cover through the NationaL Hospitat lnsurance Fund (NHIF).

Operational Highlights

Targeting of Beneficiaries for IJP 70+

The lnua Jamii /Q+ program constitute individuats who are 70 years otd and above. The

Ministry of Labour & Socia[ Protection conducted the targeting, identification and created

a database of the poputation. This data was forwarded to NHIF on 19th April 2018 in a fite
which contained 484,086 beneficiaries. NHIF verified the data through the lntegrated

Poputation Registration System (IPRS) after which the tist of beneficiaries was uptoaded into
the NHIF database.

Registration Status for IJP 70+

During the year under review, atl the 484,086 beneficiaries have been registered to be issued

with cards.

Access to Health Services

Currentty, the beneficiaries of lnua Jamii /Q+ program are not accessing benefits due to the

fact NHIF is yet to receive the premiums for the beneficiaries. However, the beneficiaries

are eligibte to access to benefits as prescribed by under the National Scheme guidel,ines

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

Atthough the beneficiaries wit[ access benefits under the Nationa[ Scheme, it's important to

consider the unique heatth issues and chattenges that the otder persons' experience and

devetop benefit packages that address the needs of otder persons.

Partnerships

NHIF engaged UNICEF in August 2020 to support the devetopment of a Linda Mama

Communication Strategy and Advocacy Ptan.

. This cutminated in the contracting of a consuttant by UNICEF in May 2021 who

commenced the desk review and formative assessment of gaps in Linda Mama

Communication.

. Next steps witl be to host a stakehotder workshop and thereafter drafting of the

communication strategy
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NHIF successfutty negotiated with ILO to support the feasibitity study, design, and costing

of a Maternity lncome Protection (MlP) benefit. ILO has contracted a consuttant in May 2020

who is in the process of drafting an inception report before commencement of the feasibitity

study.

. The NHIF CEO appointed a taskforce to coordinate the MIP project which is chaired

by the Head of Benefit Design and members from a[[ departments.

. The study period is May 7071 to October 2021

Benefits Utilization

Totat benefits pay-out incurred for the year 7020/2021 amounted to Kes.54.10 Billion

reftecting a Benefits pay-out ratio/ Loss Ratio of 89o/o against contributions and premiums

compared to 91 % in the previous year 201912020.

The tabte betow shows benefits utitization per scheme.

Scheme Contributions &
Premiums Benefits Utilization%

NationaI Heatth Scheme

Civi[ Servant Medical Scheme

NPS & KPS Medical Scheme

Secondary School Medica[ Scheme

HISP OVC Program

HISP (OPPSD) Program

County Medica[ Scheme

Parastatats MedicaI Schemes

Private lnstitutions Schemes

Free Maternity Program

WIBA Cover (NPS e KPS)

TOTAL

31,621,331,719

6,022,658,067

7,078,116,989

4,050,000,000

1,341,820,000

276,000,000

2,739,999,156

1,047,798,993

551,782,076

4,948,139,361

1,147,797,220

28,236,045,834

6,734,203,627

8,255,928,224

1,850,335,509

250,641,191

81,847,746

1,234,656,419

1,063,751,144

762,420,144

4,948,139,361

643,769,429

89%

112%

117%

46%

19%

307o

45%

107yo

138%

100v,

56%

89%54 618061 73860 571775 432
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i(ey Mitestones Achieveo

Universal Health Coverage

Universal Heatth Coverage (UHC) has become a pol,icy priority at both the nationat and gLobat

levet. The goal of UHC is to ensure that every citizen has access to qual,ity heatthcare

services that they need without getting into financiat difficutties or, worse, pushed into
poverty. To progress towards UHC countries must advance atong at [east three lines of
action. They must

+ Expand priority services (lnctude other Services)

+ lnctude more peopte (Extend to the non-Covered)

+ FinanciaI Protection (Reduce out-of-pocket payments)

The Kenyan Government has made a commitment to achieve UHC by the year ?072. The

Country's strong potiticat commitment to UHC is embodied in the Government's big 4 agenda

that inctudes heatthcare for att as one of the key devetopment priorities. The instattation of
UHC as a gtobal and country heatth poticy goal has hightighted the need to measure it, and

to track progress over time.

Finonciol
Protec?ion I

what do
peogrle havc-
to pdy out-
of-p:ocket?

Serwices:
w trictr se ryiccs
are- coverc-d ?

Poputatior?: wtro is cowerc-d?

NHIF ptayed the rote of registration of households, printing the UHC member identification

cards and creating a ptatform for UHC beneficiaries' identification. To futfit its mandate in

registration of househotds within the stiputated timetines, NHIF contracted agents. They

used mobite technotogy and engaged Community Heatth Votunteers (CHV's) and Community

Heatth Workers (CHW's) to register beneficiaries at the community levet. Data was uptoaded

on a reat-time basis through the apptication that was used to register residents. The

apptications were connected to the NHIF system to facititate registration, and the identity
card numbers for both the member and spouse were verified through the IPRS system. The

apptication was enabted to work both ontine and off-tine to cater for areas with network

chattenges.

The exercise took four months, registering a tota[ of 2,849,222 residents out of the

projected poputation of 3,456,419 (82% target achievement). A total of 837,314 cards were

E

lnclude
other

tervices

,t
Fteduce <ost strarlng and fees !

Extend to
^ n<rn-covere<,<------.----=.->-
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printed and detivered to the County Governments to distribute to the respective

househotds..

This phase was later expanded to the rest of the country through the signing of the lnter-

governmental Participatory Agreements (lPA) between the National Government and the

County Governments. During this time, the Government through the Ministry of Heatth taid

a strong foundation for UHC through increasing human resources for heatth, purchasing of

basic medical equipment, essential medicines & commodities and strengthening the

community heatth programs.

fhrough a conscious paradigm shift, NHIF has strategicatty positioned itsetf to drive UHC by

aggressivety investing in infrastructurat, human, and knowtedge-based resources. By

focusing on three key areas of expanding the number and scope of services avaitabte to key

Kenyan poputations; expanding coverage of existing services white focusing on hard-to-reach

poputations and the vutnerabte poputations; and reducing financiaL risk associated with use

of essentia[ services, NHIF prides itsetf in a wetl etaborated service detivery modet, which

supports the Government's Heatth lnvestment priorities. This incLudes: -

r Extending services to the Non-Covered

. Expansion of services to the non-Covered though Partnerships with Government

Bodies

Electronic Claims Processing

To enhance the NHIF's capacity to detiver the promise of UHC to Kenyans, the Cabinet

Secretary for Heatth, Mrs. Sicity Kariuki, estabtished the HeaLth Financing Reforms Expert

Panel (HEFREP) for the Transformation and Repositioning of the National HospitaL lnsurance

Fund as a Strategic Purchaser of Heatth services by 2022.

The report of the HEFREP recommended the imptementation of an Etectronic Ctaims

Processing (E-ctaim) system to improve efficiency in ctaims processing as the manua[ system

was taking over 74 hours to comptete most of the NHIF transactions. The E-Cl.aim

development entaits an Etectronic Heatth Management lnformation system (EHMIS) which is
a web'based heatth information Technology that attows heatth providers to submit ctaims

etectronicatty on behatf of the patients. An etectronic heatth record (EHR) is a digitat version

of a patient's paper chart is generated. EHRs are real-time patient-centred records that
make information avaitabte instantty and securety to authorized users.

The Fund (NHIF) launched nationatty the etectronic claims processing (E-ctaim) system in

the Month of Aprit 2021 in Kakamega County. The system witt enhance the turnaround time
for both out and in patient services. lt witt atso reduce the cost of processing ctaims by

etiminating the papenvork and hetp in curbing fraud. Currentty, NHIF has connected at[
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etigibte private Heatthcare providers and [eve[ 4,5,5 GOK facitities in the country. The

remaining GOK facitities have infrastructural chaltenges inctuding tack of connectivity to the
KPLC national grid and lack of computers among others. The switch off from the manual

ctaims to Etectronic Ctaims took ptace on 11rh JuLy 2021.

CATEGORY
GOK
FAITH BASED

PRIVATE
TOTAL HCPS

CONNECTED

429
178
975

1,592

NOT CONNECED

61

87

488
636

TOTAL
490
26s

1,463
2,219

Biometric Registration

His Excettency the President launched the UHC biometric registration exercise in Mombasa

County on October 31't, 2020. The biometric registration of members is done at NHtF Service

Points and hospitals at the point the member or dependent is seeking services. The exercise

which targets members of the Nationat scheme (Supa Cover), Enhanced Schemes and

lndigents aims at improving efficiency and reducing fraud. Detaits of members and their
dependents inctuding fingerprints are captured.

A total of 2,937,769 members have been registered biometrical,ty out of whom 67,700 are

vutnerabte househotds. A Rapid response initiative to carry out biometric registration of
vutnerabte persons househotds registered by the County Governments is ongoing. Nine teams

have been depl.oyed across the County to hasten the process of registration to enabl,e the
identified beneficiaries to access benefits.

Selfcare platform

The setf-care ptatform was enhanced to enabte members access several services without

visiting NHIF service points. The NHIF App was enhanced to increase efficiency and is

downtoadabte on any smart phone and is calted 'My NHIF app". Additionatty, an atl

rounded att-inctusive USSD was developed i.e. '155#. Members can access registration

services, make payments, and query their payment status and setect facitities among

many others using these two ptatforms.

Supa Cover

NHIF has continued to expand its offerings overtime in terms of heatthcare benefit;packages

to its members. The NHIF national scheme (dubbed 'Supa cover' is an affordabte heal.th

insurance scheme that offers the fottowing to the NHIF members: Outpatient services,

lnpatient Services, Maternity Services, lmaging SeMces, Drug and Rehabititation services,

Renal Dialysis, Kidney transptant, Surgical Package, Oncotogy/Cancer Treatment,

Summary of E-Cla Connectivi
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Emergency rescue services and overseas treatment. To enjoy the above benefits, the format

sector members'monthty contribution is between KES. 150 and KES. 1,700 based on an

individuat's pay scate and KES. 500 monthty contributions for the informat sector/setf-

emptoyed.

Going Forward

ln keeping with its mission to contribute towards universal heatth coverage in the provision

of affordabte, accessibte, sustainabte and quatity heatth insurance through strategic

resource pooting and heatthcare purchasing in cottaboration with stakehotders, the Fund witt

continue to execute key detiverabtes outtined in the Strategic Plan 2018-2022.

Going forward, National UHC Scate up witt invotve expansion of heal,th-insurance coverage

in the country through a two-pronged approach namety, expansion of heatth insurance

coverage of indigent and vutnerabte househotds across the country and mandating national

heatth insurance registration and contributions for al,t Kenyans both in the format and

informat sectors through amendments of the NHIF Act No. 9 of 1998. To actuatize this dream,

the Fund witl seek approval of the proposed amendments of the NHIF act No. 9 of 1998;

comptetion of staff reorganization for suitabitity of purpose; conctusion of biometric
registration of members as wetl adoption of E-ctaim management by at[ heatthcare
providers.
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ENVIRONMENTAL AND SUSTAINABILITY REPORTING

1. Sustainability Strategy and Profile

NHIF is a major contributor in buitding a progressive, responsive and sustainabte heatth care

system for acceterated attainment of the highest standard of heatth to att Kenyans. So far,

NHIF has enjoyed a good potiticat goodwitt which is pertinent towards a successful execution

of its mandate. ln response to this social capitat, NHIF has been keen to buitd its internat

capacity through ensuring staff devetopment and wett-being. ln addition, the Fund has atso

been pursuing structural changes in order to achieve optimat utitization of resources.

ln pursuing its mandate, a major priority has been stakehotder engagement. NHIF has been

extremety keen to work with both National and County Governments as wet[ as other
partners with acute awareness that onty through strong and fruitfuI cottaborations witt the
dream of UHC be reatized

2. Environmental Performance

The National Hospital lnsurance Fund (NHIF) as part of futfitting its Environmenta[ pitl,ar in

its Corporate Social Sustainabitity (CSS) program undertook to ptant at least 6,600 trees in

different regions across the country. This is in line with the National Government directive,

"Panda Miti, Penda Kenya" where the country seeks to attain minimum forest cover of
10%. The NHIF initiative is therefore to join other partners and stakehotders in order to
boost the minimum forest cover.

NHIF signed a Memorandum of Understanding with the Kenya Forest Service to undertake

this exercise. This witl see rehabilitation of forests done across 6 regions, namety: - Kibiri

forest in Vihiga County, Gatare forest in Muranga County, Shimba Hitts forest in Kwate

County, Ngong Hitts forest ln Kajiado County, Kapenguria forest in West Pokot County and

Meru forest station in Meru County.

With the assistance of the Kenya Forest Service one Hectare (Ha) was identified in the three

regions and the tree ptanting exercise began in Meru forest station. This was tater foltowed

by Murang'a, Vihiga, Kwate, West Pokot and Nairobi respectivety.
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Figure: NHIF CEO ground-breoking in lAeru Forest

A total of 1,100 indigenous trees were ptanted in each of the identified sites. As stiputated
in the M.O.U the Kenya Forest Service as witt ensure 100% success rate and witt maintain the
sites for three years.

3. Employee welfare

a. Recruitment and Selection

The Fund being an equal opportunity emptoyer, shatl seek to attract and retain an optimum
number of quatified human resource based on their academic and professionaI quatifications

coupted with the right mix of attitudes and competencies, for the attainment of the Fund,s

strategic objectives.

There shatl therefore be no discrimination against any of its emptoyees on the basis of
gender, race, retigion, ethnicity, potiticat inctination or any other condition that may give

rise to any form of atienation.

White making decisions on selection on first appointment, preference witl be given to
quatified and suitabte Kenyan citizens for the positions. However, information concerning a
candidate's general background and/or previous emptoyment shatt be verified.

Page | 48



NATIONAL HOSPITAL 
'NSURANCE 

FUND
Reports and Financiol Statements
For the year ended June 30 ,2021

NHIF recognizes the need for training and devetopment of att its emptoyees as in the end

they become better equipped for meeting emerging chattenges in their duties, thus

achieving the organization's objectives.

It is therefore, the poticy of the Fund to offer sound training opportunities to its entire staff
in order to improve their work performance and enhance their personal development, as

wetl as assist the Fund in meeting its overatl development programmes.

More particutarty, the training and devetopment of emptoyees witt be directed towards

achieving the fottowing objectives: -

(a) To improve the organizational performance of the Fund by hetping atl emptoyees to

improve on their effectiveness in their present jobs.

(b) To assist each emptoyee to gain competence and skitls in preparation for more

responsibitity within the Fund and to hetp each emptoyee to prepare for change, as

the Fund devetops to meet changing needs.

(c) To ensure that sufficientty trained manpower is avaitabte to meet the Fund's

strategic requirements, by identifying those requirernents and providing appropriate

training and devetopment opportunities for att its emptoyees.

(d) The Fund shatl consutt/tiaise with organizations involved with training, in the

facititation of required training programmes.

b. Occupational Health & Safety Policy

It is the poticy of NHIF not onty to compty with the Heatth and Safety measures required by

[aw, but atso to act positivety where it can to prevent injury, itt heatth, damage and loss

arising from its operations. lt considers the promotion of Heatth and Safety of its emptoyees

to be an essential part of responsible management.

NHIF recognizes that the effective prevention of accidents and incidents depends as much

on a committed attitude of mind to safety, as on design, operation and maintenance of

ptant and equipment and to this end, it witt seek to encourage emptoyee's participation in

the contribution to the estabtishment and observance of safe working practices.

NHIF is conscious of Heatth, Safety responsibilities to stakehotders inctuding customers,

emptoyees and society at large. Our key objectives are to:

1. Ensure the heatth & safety status of our emptoyees, work operations and the work

environment.

2. Compty with att applicabte statutory and regutatory OHS requirements to which NHIF

subscribes to.

3. Educate emptoyees on their OHS responsibitities and equip them with adequate authority

and resources to carry out their duties successfutty.
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4. lmptement, sustain, expand upon and continuousty improve our OHS Standard within our

business and conform to appropriate benchmarking standards.

5. lnvotve a[[ emptoyees, customers and strategic partners in improving our OHS standard.

6. Recognize and reward good OHS performance.

7. Regutarty review our effectiveness and audit our performance in achieving our OHS

Objectives

4. Market place practices-

With respect to competition, NHIF is governed by an Act of Partiament No. 9 of 1998, that
mandates the Organization to set up a Fund for purchase of heatthcare services for its
members who are both statutory i.e., emptoyed, and votuntary contributors i.e., self-
emptoyed, or sponsored indigents. The premium rates are approved by the Board of
Management and gazetted through the office of the Attorney Generat. The Act has enabted

the fund to expand coverage to over 25 Mittion Kenyans and it has made the Organization
the biggest Purchaser of heatthcare services in the Country. This has been achieved by

recognizing the private sector invotvement in purchasing of heatthcare services and their
regutators through constant engagement with the lnsurance regutatory Authority (lRA) and

the Association of Kenya lnsurance (AKl).

NHIF atso offers enhanced medical schemes to the government and its agencies through the
Presidentiat directive of promoting government agencies with the sote purpose of cushioning

against high spending in purchasing of heatth insurance for pubtic servants. Notabty, it is
not mandatory for the government agencies to procure heatth insurance for its employees

through NHIF though NHIF was given the green tight to market its product to such interested
agencies.

NHIF is a corruption free zone as it's expressty stated in the NHIF Act Sec. 25, contracts with
service providers inctuding heatthcare providers and suppLiers and other partners and its
poticies on Fraud Waste and Abuse of benefits.

Being a pubtic organization, NHIF adheres to the Pubtic Ethics Act that mandates the Fund

to be impartial in potitics and not take part in any such engagements. Nonethetess,

engagements with the potitical ctass is part of the routine stakehotder engagements carried
out by the Fund. At the Nationat levet, NHIF engages with the partiament mainty through
the Ministry of Health and at the County tevet, NHIGF engages the Counties through the
regional and branch offices. Through such engagements, the fund has benefited from
political support especiatty in the smooth imptementation of UHC, provision of qual,ity

heatthcare to members and other areas such as expansion of coverage by supporting
indigents through County and NG-CDF Funds.
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To ensure and continuatty improve on integrity, efficiency and reputation of the Fund,

competitive practices have been factored in the strategic decision-making fabric of the Fund

through devetopment and imptementation of various Poticies, Manuats, and guidel,ines some

of which are:

1. Anti-Corruption Poticy

2. Conftict of interest Poticy

3. Gifts Poticy

4. Fraud and wastage Poticy

5. Whistte Btowing Poticy

6. The Code of Conduct and Ethics

Additionatty, the Fund has undertaken the initiative to train and sensitize emptoyees on

matters of Articte 10,232 and Chapter 6 of the Constitution of Kenya (2010) and the
integration of the same in the decision-making processes with the aim of containing pol,itics

among others that may emerge during execution of the day-to-day mandate of achieving

the Fund's objective. Monitoring of practices is done through the oversight of lntegrity

Assurance Officers Committee and Corruption Prevention Committee which meet on

quarterty basis to evaluate progress.

a) Responsible Supply chain and supplier relations

White the Fund is committed to acquire Goods, works and Services from the market in

accordance to the PPADA 2015 and its regutations, the Fund commits to;

1. Ensure that there is fairness transparency and objectivety in its processes and prompt

feed back to our suppties.

2. That good works, and services provided by our suppties witt be received promptty as per

the set specifications and payments to the suppties witt be processed in a timety manner.

3. We witl maintain a cordial business retationship with our supptiers white maintaining the

highest ethical standards and integrity.

b) Responsible marketing and advertisement

The team is guided by the Customer Service charter which ensures that we maintain the

highest standard in service detivery to att stakehotders. NHIF adheres to this by ensuring

that whenever marketing and communication campaigns are done through an honest,

accountabte, transparent and competent manner.
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NHIF is guided by the Government Adverting Agency in regard to ptacement of adverts in
[egacy media. The process ensures that we maintain a great vatue for money and tevet fietd
for att supptiers in the media industry.

c) Product stewardship

The Fund hotds att its customers in high regard and has continuousl,y practice protection of
their rights and interests. lt has achieved this through;

' Sharing information on its' product mix and services to its members and to the pubtic
in a consistent manner. This has been achieved through continuousty printing
information packs that are shared with the pubtic, sensitization of beneficiaries
through the Pubtic Education Division on various ptatforms, updating our website and
social media pages. The information shared not only inctudes the product mix, but also
the rights of atl our customers with respect to access of the various products at our
seruice points and at the contracted HCps.

' Signing of contracts with Heatthcare providers that expressty state that in providing
of services to NHIF beneficiaries, the heatth facitity shatL compty and procure heal.th
professionats and at[ other administrative officers engaged by them to be comptiant
with appticabte laws and the retevant poticies issued by Regutatory Authorities in
retation to the Services provided inctuding the Consumer protection Act, Act No. 46 of
2012, Laws of Kenya.

' The Contract atso expressty outlines the benefits that each NHIF beneficiary is
entitted to and has ctauses that outl.ine patient rights to access accurate and adequate
information on their cover, treatment ptan and bitts that arise thereof, rights to access
to "mandatory seMces", customer rights to non-discrimination and equitabl.e
treatment.

' Setting up an end'to'end customer service, support, and complaint and dispute
resotution mechanism through making avaitabte channels to do so e.g. a State of the
Art 24 hour catl centre with a Totl, free [ine, avaiting a comptaints and enquiry email
with the public and continuous engagement on our social media pages. These
mechanisms have provided our customers with expeditious, fair, transparent,
inexpensive, accessibte, speedy, and effective enquiry/complaint/dispute resotution
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REPORT OF THE BOARD OF MANAGEMENT

The Board of Management submit their report together with the financial statements for

the year ended June 30, 2021 which show the state of the Fund's affairs.

Principal activities

The principa[ activity of the Fund is to receive income for healthcare financing of a[[ its

members.

Results

The resutts of the Fund for the year ended June 30, 2021 are set out on pages 57 - 118.

Below (Page 57) is the summary of the surptus made during the year.

Board of Management

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

6.

Auditors

The Auditor General is responsibte for the statutory audit of the Fund in accordance with

Articte 229 of the Constitution of Kenya and the Pubtic Audit Act 2015

By Order of the Board,

E4Y,E,,
?PV\

DATE:

Ms. JANET BOIT

Ag. CORPORATION SECRETARY
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STATEMENT OF BOARD OF MANAGEMENT'S RESPONSIBILITIES

Section 81 of the Pubtic Finance Management Act, 7017, section 14 of the State Corporations

Act and Section 38 of the NHIF Act, require the board to prepare financial, statements in
respect of that Fund, which give a true and fair view of the state of affairs of the Fund at
the end of the financial year/period and the operating resutts of the Fund for that
year/period. The Directors are atso required to ensure that the Fund keeps proper

accounting records which disctose with reasonabte accuracy the financiat position of the
Fund. The Directors are atso responsibte for safeguarding the assets of the Fund;

The Board is responsibte for the preparation and presentation of the Fund's financial
statements, which give a true and fair view of the state of affairs of the Fund for and as at
the end of the financia[ year (period) ended on June 30,2071. These responsibil,ities inctude:

(i) Maintaining adequate financia[ management arrangements and ensuring that
these continue to be effective throughout the reporting period

(ii) Maintaining Proper accounting records, which disctose with reasonabLe accuracy

at any time the financial position of the Fund

(iii) Designing, imptementing and maintaining interna[ controts retevant to the
preparation and fair presentation of the financia[ statements, and ensuring that
they are free from materiat misstatements, whether due to error or fraud

(iv) Safeguarding the assets of the Fund I

(v) setecting and apptying appropriate accounting poticies and

(vi) Making accounting estimates that are reasonabte in the circumstances.

The Board accept responsibitity for the Fund's financial statements, which have been
prepared based on information provided by Management, appropriate accounting pol.icies

supported by reasonable and prudent judgements and estimates and in conformity with
lnternationat Financial Reporting Standards (IFRS). The accounts are prepared in the format
required by the PFM Act 2012 and the State Corporations Act. The Directors are of the opinion
that the Fund's financial statements give a true and fair view of the state of Fund,s

transactions during the financial year ended June 30, ?021, and of the Fund,s financial
position as at that date. The Directors further confirm the compLeteness of the accounting
records maintained for the Fund, which have been retied upon in the preparation of the Fund,s

financia[ statements as wet[ as the adequacy of the systems of internat financiat controt.
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Nothing has come to the attention of the Board to indicate that the Fund witt not remain a

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

Approval of the financial statements

The Fund's financial statements were approved by the Board on Vf Soytombor ?lZ1 and

signed on its behatf by:

CHIEF EXECUT ER RSON
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

En h ancin g A ccounta bi I ity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-o01oo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON NATIONAL HOSPITAL INSURANCE
FUND FOR THE YEAR ENDED 30 JUNE, 2021

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 LaMulness 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 Government
achieves value for money and that such funds are applied for intended purpose.

C. Report on 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, the risk
management environment, and the 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

Qualified Opinion

I have audited the accompanying financial statements of National Hospital Insurance
Fund set out on pages 57 to 116, which comprise the statement of financial position as
at 30 June, 2021, and the statement of profit or loss and other comprehensive income,
statement of changes in equity, statement of cash flows and statement of comparison of
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budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.
I have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material respect,
the financial position of the National Hospital lnsurance Fund as at 30 June, 2021 , and of
its financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and comply with the Public Finance
Management Act, 2012 and the National Hospital lnsurance Fund Act, 1998.

Basis for Qualified Opinion

1. Property, Plantand Equipment

1.1 Disputed ownership of Land

As previously reported, included in the property, plant and equipment balance of
Kshs.13,044,666,460 in the statement of financial position is land valued at
Kshs.298,589,665 which as disclosed in Note 22 to the financial statements includes an
amount of Kshs.93 ,712,675 for land measuring 1 0 hectares situated in Karen. However,
the ownership of this parcel of land is in dispute and the matter is in Court. lnformation
available indicate that the Directorate of Criminal lnvestigations (DCl) has commenced
investigation to establish whether there was fraud in the transfer of ownership of the land.
Progress made on the investigation has not been disclosed in these financial statements.

ln the circumstances, the ownership of land valued at Kshs.298,589,665 as at
30 June, 2021 could not be confirmed.

1.2 Doubtful Work-ln-Progress at Karen Land

As previously reported, included in the property, plant and equipment balance of
Kshs.13,044,660,460 is capital work in progress balance of Kshs.1,444,687,484 being
payments for drawings and designs for the proposed Resource Centre. However, the
construction of the Resource Centre has not commenced, seventeen (17) years since the
acquisition of the land. Management has explained that construction of the Resource
Centre was yet to commence due to lack of approval from the parent Ministry and the
land ownership dispute in court.

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

ln the circumstances, the validity and existence of capital work in progress balance of
Kshs.1,444,687,484 as at 30 June, 2021 could not be confirmed.

2. Gonstruction of Multi Storey Gar Park

As previously reported, the Fund entered into an agreement with a local construction firm
for construction and completion of a multi storey car park at a contract sum of
Kshs.909,709,305 which was revised to Kshs. 1,179,611,756. Review of records provided
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for audit revealed that the project commenced in May,2002 and completed at a cost of
Kshs.3,342,120,239 in July, 2008, five (5) years after the scheduled completion date of
August, 2003. Further, expenditure totalling to Kshs.626,635,998 and Kshs.4,706,521
was incurred in 200912010 and 201012011 respectively on the car park increasing its total
cost to Kshs.3,973,462,758 resulting to a contract variation of Kshs.3,063,753,453 or
337% of the original contract. Management has not provided explanation for the
unjustified increase of the total cost of the project.

Although the issue has been discussed by the Public lnvestment Committee, no action
has been taken on the Committee recommendations that the Ethics and Anti-Corruption
Commission should institute and fast track investigation on the project. As at the time of
this audit in April, 2002, no progress report had been received from the Commission.

ln the circumstances, validity and accuracy buildings balance of Kshs.2,064,844,467 as
at 30 June, 2021 could not be confirmed.

3. Unquotedlnvestments

As previously reported, the statement of financial position reflects unquoted investment
balance of Kshs.340,934,558 out of which Kshs.286,734,558 relates to a loan advanced
by the Fund to Moi Teaching and Referral Hospital (MTRH) at an interest rate of 3o/o per
annum. However, the loan was not supported with a signed loan agreement between the
Fund and MTRH defining the terms of the loan, purpose and repayment methods. Further,
MTRH has disputed the advocates/legal costs amounting to Kshs.40,883,040 charged to
its loan account. Although the Management has acknowledged the omission, it was not
explained how the anomaly will be resolved and the fallback plan in case of default by the
Hospital.

ln addition, the unquoted investment balance of Kshs.340,934,558 includes Consolidated
Bank shares of Kshs.54,200,000. However, the shares are not traded in and no dividend
has been earned in the past. The investment in Consolidated Bank shares is, therefore,
impaired.

ln the circumstances, the validity and existence of unquoted investments balance of
Kshs.340,934,558 as at 30 June, 2021 could not be confirmed.

4. Short Term Deposits (lnvestments)

As previously reported, the statement of financial position reflects short term deposits
(investments) balance of Kshs.15,078,178,771 which is net of provision for impaired
investments of Kshs.1,304,410,609. The provision includes an amount of
Kshs.49,500,000 which had been deposited by the Fund on 26 June, 2001 with the
Consolidated Bank Limited. The entire deposit of Kshs.49,500,000 was offset by the Bank
against a guarantee executed by the former Fund Chief Executive Officer on behalf of
Euro Bank Limited. lt is not clear and the Management has not explained the
circumstances under which the Fund's deposit was used as a guarantee by the then Chief
Executive Officer.

The Public lnvestment Committee recommended in the 21't report that;

(i) The then Chief Executive Officer (CEO) of NHIF be held accountable for any
losses incurred in the irregular investment of the surplus funds in Consolidated
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Bank and therefore be surcharged for Kshs.40,065,205, being the value of the un-
deposited cheque No.022477 of 23 September,2002 from Euro Bank;

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

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

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

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

(vi) NHIF should relentlessly pursue Consolidated Bank for recovery of
Kshs.49,500,000.

(vii) NHIF CEO must ensure that all financial investments by the Fund are done in
accordance with Treasury Circular No.10 of 1992 and Section 28(1) of the Public
Finance Management Act, 2012.

However, no action appears to have been taken by Management to recover the loss of
Kshs.49,500,000.

ln the circumstances, the value and existence of the short-term deposits (investments)
balance of Kshs.15,078,178,771as at 30 June, 2021 could not be confirmed.

5. Trade and Other Receivables

The statement of financial position reflects trade and other receivables balance of
Kshs.11,833,069,086, and as disclosed in Note 30 to the financial statements. However,
the following unsatisfactory matters were noted:

5.1 Long Outstanding Return to Drawer (R/D) Cheques

The statement of financial position reflects a balance of Kshs.1 1 ,833,069,086 in respect
of trade and other receivables which includes R/D Cheques of Kshs.14,790,981 from
various institutions and which have been long outstanding for more than six (6) months
with some dating back to year 2013. However, Management has not made any efforts to
have the cheques replaced.

ln the circumstances, the validity, accuracy, and recoverability of R/D cheques balance
of Kshs.14,790,981 as at 30 June, 2021 could not be confirmed.

Report ofthe Auditor-General on Nationql Hospital Insurance Fundfor the year ended 30 June, 202 I
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5.2 Long Outstanding lnsurance Glaim

As previously reported, included in the balance of sundry debtors of Kshs.7,246,750 is an
insurance claim for a motor vehicle amounting to Kshs.4,414,750 which was involved in
an accident on 27 April, 2018. However, the claim has not been paid to-date and
Management has not provided explanation for failure to recover the long outstanding
insurance claim.

ln the circumstances, the recoverability of sundry debtors balances of Kshs.4,414,750 as
at 30 June, 2021 could not be confirmed.

6. Benefit Expenses

6.1 Double Payment for Specialized Benefit Packages

The statement of financial performance reflects national health scheme expenses of
Kshs.28,236,045,834 which includes specialized benefit packages totalling
Kshs.15,580,660,100 as disclosed in Note 18 to the financial statements. However, the
expenditure included double payments of Kshs.2,370,000 for C-section deliveries and
which Management has not provided any explanation for the double payment.

!n the circumstances, the validity of specialized benefit packages totalling
Kshs.15,580,660,100 for the year ended 30 June , 2021 could not be confirmed.

6.2 Linda Mama Benefit Expenses

6.2.1 Overpayment Above Specified Limits

The statement of financial performance reflects Linda Mama benefit expenses of
Kshs.4,948,139,361 as disclosed in Note 15 to the financial statements. However, the
benefits exceeded the recommended ceiling by Kshs.210,355,297 contrary to the Board
Papers of 28 January,2016,15 December,2015 and internal Memo referenced HFlLDl23
Vol.lll (43) which specified the limits for C-Section, Normal Delivery, Minor Surgery Major
Surgery MRl, Rehabilitation, CT-Scan, Chemotherapy, Radiology.

Consequently, Management was in breach of the Board's decisions.

6.2.2 Double Payments

Included in the Linda Mama benefit expenses amount of Kshs.4,948,139,361 and as
reflected in Note 15 to the financial statements are caesarian and normal delivery
expenses of Kshs.3,044,194,898 which included a double payment of Kshs.24,773,550.

ln the circumstances, the accuracy and validity of Linda Mama program expenses of
Kshs.31 ,321,750 for the year ended 30 June,2021 could not be confirmed.

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

Report ofthe Auditor-General on National Hospital Insurance Fundfor the year ended 30 June, 202 I
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Other Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects a final revenue
budget and actual on comparable basis of Kshs.80,708,438,000 and
Kshs.57,918,838,000 respectively resulting to a revenue shortfall of Kshs.87,880,563
against actual receipts of Kshs.38,885,395 resulting to an under collection of
Kshs.22,790,080,000 or 28% of the budget. Similarly, the actual expenditure for the year
amounted to Kshs.61,749,443,000 against a budget of 75,198,094,000 resulting in an
overall under absorption of Kshs.13,448,651.

There is need for the Fund to review its budget making process with a view to developing
a vibrant budget implementation follow up mechanism and feedback process to ensure
that all projects and activities are implemented as planned for the Fund to meet its mission
and objectives for the benefits of the citizens.

2. Prior Year lssues

The audit report for the year ended 30 June, 2020 raised several issues in regard to
balances reflected in the financial statements, laMulness and effectiveness in use of
resources and effectiveness of internal controls, risk management and governance. The
report of Management on progress made in resolving the issues indicates that some of
the issues have been resolved. However, the report does not provide disclosure on how
issues raised in the audit report were resolved.

Management has explained that the issues are yet to be discussed by Parliament.

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, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lavufully and in an effective way.

Basis for Conclusion

1.0 Long Outstanding Staff Receivables

lncluded in the staff receivables balance of Kshs.8,026,605 as reflected in Note 30 to
financial statements is salary advance totalling Kshs.4,021,884. However, the advances
were not recovered from staff within twelve (12) months. This is contrary to paragraph
section C.6(5) of the Human Resource Policies and Procedure Manual, 2016 for the

Report of the Auditor-General on National Hospilal Insurance Fund for the year ended 30 June, 202 I

6



Public Service which limits the recovery period for salary advance to a maximum of twelve
(12) months.

In the circumstance, Management was in breach of the law.

2.0 Delayed Surrender of Temporary lmprest

The statement of financial position reflects trade and other receivables balance of
Kshs.1 1 ,833,069,086 which include temporary imprest of Kshs.7,156,061 as disclosed in
Note 30 to the financial statements. However, temporary imprest totalling Kshs.359,400
has been outstanding for over four (4) months. This is contrary to Regulation 93(5) of the
Public Finance Management (National Government) Regulations, 2015 which states that
a holder of a temporary imprest shall account or surrender the imprest within seven (7)
working days after returning to duty station.

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

3.0 Irregular Payment of Acting Allowance

The statement of financial performance reflects staff costs of Kshs.5,210,851,097 which
include acting allowance of Kshs.12,479,934 as disclosed in Note 19 to the financial
statements. The acting allowance include an expenditure of Kshs.5,506,395 paid to
employees who have been acting for more than six (6) months. This is contrary to
paragraph Section C.14(1) of NHIF Human Resource Policies and Procedure [Vlanual,
2020 which states that acting allowance will not be payable to an officer for more than six
(6) months.

ln the circumstances, Management was in breach of law

4.0 Failure to Settle Legal Expenses

The statement of financial performance reflects other operating expenses of
Kshs.1,648,584,680 which include legal expenses of Kshs.40,609,210 as disclosed in
Note 21 to the financial statements out of which Kshs.19,709,232 was paid to a firm
representing the Fund in High Court Civil Suit No. 345 of 2013. The Fund had been sued
for terminating two (2) contracts of Kshs.77,678,000 without issuing three (3) months'
notice as required. However, the Fund lost the case and was ordered to pay
Kshs.130,587,018 plus interest at court rates and costs of the suit.

The Fund risks further loss due to delayed settlement of the court verdict.

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

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

Report of the Auditor-General on National Hospital Insurance Fund for the year ended 30 June, 202 l
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, R]SK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) 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 governance were not effective.

Basis for Conclusion

U nsu pported Expend itu re

The statement of financial performance reflects Linda Mama Benefit expenses of
Kshs.4,948,139,361 as disclosed in Note 15 to the financial statements. However, the
signed Memorandum of Understanding between the Ministry of Health and National
Hospital !nsurance Fund was not provided for audit verification.

ln the circumstances, the terms and conditions of engagement could not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overallgovernance were
operating effectively, in all material respects. I believe that the audit evidence ! have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and Board of Directors

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

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless Management is
aware of the intention to 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
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Report of the Auditor-General on National Hospital Insurqnce Fund for the year ended 30 June, 202 I
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The Board of Directors is responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the 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 governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act,2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
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) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My 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
policies and procedures may deteriorate.

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

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

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

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

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

a

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

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

CPA CBS
AUDITOR.GENERAL

Nairobi

08 August,2022
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NATIONAL HOSPITAL 
'NSURANCE 

FUND
Reports and Financial Stotements
For the year ended June 30, 2021

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR THE
YEAR END 30 JUNE 2021

6

7

8

9

10

11

12

13

14

15

16

KES

31,621,331,719

6,022,658,067

7,028,116,989

4,050,000,000

1,341,820,000

276,000,000

2,739,988,156

1,047,798,983

551,792,076

4,948,139,361

1,147,797,270

60,775,432,570

28,236,045,834

6,734,203,627

8,255,928,224

1,850,335,509

250,641,181

81 ,U7,746
1,234,656,419

1,063,751 ,144

762,420,144

4,948,139,361

u3,769,429

54,061,738,618

6,713,693,952

1,373,686,725

8,087,38O,677

5,210,851,097

27,681,665

1,U8,584,680

282,817,145

246,064,689

37,417,914

7,453,412,190

633,968,486

184,063,384

KES

31,254,581,423

6,138,826,763

6,983,517,537

4,050,000,000

1,091,808,000

252,000,000

3,263,039,996

2,094,180,160

330, 1 08,999

4,041,850,995

59,499,913,854

29,971,058,098

6,650,924,817

7,141 ,726,047

2,334,613,644

53,8(N,656

18,799,921

1,554,539,849

1,743,714,242

85'1,377,913

4,(Xl ,850,985

54,362,298,973

5,137,614,8E1

1,324,106,263

6,461,721,145

4,910,700,1T1

22,734,267

1,795,869,728

307,092,700

337,657,929

04,895,434

7,438,950,235

(977,229,O9O)

174,231,566

18

7

8

9

10

11

12

13

14

15

16

17

19

20

z1

22

23

24

25

Note JUNE 2021 JUNE 2O2O

NationaI Heatth Scheme Contributions

Civit Servant Scheme Contributions Ei Premium

NPS & KPS Scheme Contributions & Premium

Edu Afya Medicat Scheme Premium

H|SP OVC Program Premium

HlSP (OPPSD) Program Premium

County Scheme Conlribr,rtions & Premium

ParastataI Schemes Contributions & Premium

Retirees Schemes Premium

Linda Mama Program Premium

WIBA NPS/KPS Premiums

BENEFITS EXPENSES

National Health Scheme Expenses

Civil Servant Scheme Expenses

NPS & KPS Scheme Expenses

Edu Afya Medical Scheme Expenses

HISP OVC Program Expenses

HISP (OPPSDI Progrlm Expenses

County Scheme Expenses

Parastatal Schemes Expenses

Retirees Schemes Expenses

Linda Mama Benefit Expenses

WIBA - NPS/KPS Expenses

GROSS PROFIT

Other lncome

TOTAL REVENUES

Staff Costs

Board Expenses

Other Operating Expenses

Depreciation of PPE

Amortization of lntangibte Assets

Finance Expenses

\

Tax Expense

Pagel57
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NATIONAL HOSPITAL 
'NSURANCE 

FUND
Reports and Financial Statements
For the year ended June 30,2021

ASSETS

Non-Current Assets

Property, Plant and Equipment

lntangible Assets

Receivable - South B Estate Mortgage
Fixed lnterest lnvestments (Bonds)

Long Term Deposits

Unquoted lnvestments

Total Non-Current Assets

Current Assets

Trade and Other Receivables

Short Term Deposits

Cash and Bank Balances

Total Current Assets

TOTAL ASSETS

EQUTTY AND L|ABIL|TIES

Capital and Reserves

Accumulated Fund

Retained Earnings

Total Capital and Reserves

Current Liabilities

Claims Payables

Other Trade Payables

Tax Payable

Provision for Liabilities
Total Current Liabilities
TOTAL EQUITY AND LIABILITIE5

STATEMENT OF FINANCIAL POSITION AS AT 30 JU NE 2021

Note

22

23

26

27

28

29

JUNE 2021

KES

13,044,666,460

858,947,400

3,053,097

1,321,691,075

340,934,559

1 5,569, 1 92,590

1 1,833,069,096

15,078,179,771

1,005,174,339

27,916,422,'lg7

43,495,604,797

12,209,923,340

18,697,004,746

30,906,929,096

8,432,017,053

7,969,027,964

12,666,743

'1,165,970,042

12,579,676,701

43,485,604,797

JUNE 2O2O

KES

13,225,241,616

452,710,393

5,963,51 5

20,520,000

1 ,019,751 ,491
369,392,699

15,092,579,714

7,771 ,493,707
1 2,391 ,650,000

3,328,937,655

23,492,071,357

38,574,651,071

12,209,923,340

18,247,099,644

30,457,02?.,994

2,597,937,093

4,163,797,249

13,475,331

1,352,423,415

8,117,629,O97

38,574,651,071

30

32

33

34

35

36

37

38

39

The financial statements on pages 57 to 120 were approved by the Board of
Management on ...$.9..\-t:].\I-s.*.t....... and signed on its behatf by:

Chief

Dr. Peter

Officer Ag. Di Financial SeMces

Ms Fr sta W. Mwanza

n

Page | 58

tc bership No. 4834

. Lewis Nguyai



E
oF

tq -s

its$[S:s €€

nts S*
:38 :E
58 E iE:oiE I >

$iF sE

EEE *E

it; ix
FEg pS

i$itsi.ESg B E"B

sTH iE:

$5E iii
EEEiSE
3Bi fqE
E;B ETE

EgIEEE

EFg$EF

IA
o0c
c
(o
l!
:o
oc
,o

o
d.

E'c
3
rL
:E,
o
g
E
U
l,

NoN
lrlz
()
(r4

o
lrloz
lrJ
d,
l!

l!IF
&,o
l!

t-
-)oIrl
z.
t/l
u.J(9
z.

LJ
u-o
z
Ll.l

=l,rJt--

VI

o!t
ra
6A
N
cr\
o\oN
N

o!t
(n
fn
N
Ch

ooN
N

ot
ra
(n
N
Or
o\oN
N

Vttt
lrJv

\/

1

V

t.n\O€o€O\c)
iaNrr|6

NONOo\ch
aa

F\ O\ \O
lfltotf !f crr

oo
avl 6a

q 8H
S BN.tO

H EhJ --at.a 
=o6a

\t rA \C,vo\t\o -- t\oill+I {.8
Fi$il$+cN()
of ct

o
r(t.
l\o
,-i
Nq
o\o

rn*tr1E}S

o
c)
(Y)

d\o,tn
od

gn 3

GSet
3sso; r.itnv
-- FL
5o

(J
.G

c
(u
-c
0)
L

Eo
U
(o

oF

(or
ON
Q,tc{
fai
=5q.,o -cqntr xh6;6cY u

U
'a
C
(.)
-c(,
L
o-
Eo
U

lrJl-(sb6z.F
Lo"o

o.qrS
5 5 c\l
c.lco

rn
6>. Gl 0,r 92 onE L

-) (o9--)
uSYu
< LJ.=<

O
c{oi
a
1

oz5
\
l{t
\)z
o(

E EN

3iI\-\a..g;
H EE+.=tr

.lLq,trE
E;it\+F o*,

{gi



NATIONAL HOSPITAL 
'NSURANCE 

FUND
Reports ond Financiol Statements
For the year ended June 30,2021

STATEMENT OF CASH FLOWS FOR THE YEAR EN DED 30 JUNE 2021

Cash generated from/ used in operations

Tax Paid

Net cash generated from operating activities

CASHFLOWS FROM INVESTING ACTIVITTES

Purchase of property, plant and equipment ,

Purchase of lntangible Assets

Proceeds from disposal of property, plant and
equipment

lnterest from investment

Proceeds from sale of South B estate

(Purchase) Redemption of Fixed lnterest lnvestment

Purchase of Long-term Deposit

(Purchase)/Redemption of unquoted investment

Net cash generated from/ (used in) investing
activities

INCREASE/DECREASE IN CASH AND CASH
EQUIVALENTS

cAsH AND CASH EQUTVALENTS AT BEG|NN|NG OF
YEAR

CASH AND CASH EQUIVALENTS AT END OF THE
PERIOD

CASHFLOWS FROM OPERATING ACTIVITIES

Notes

40(a)

25

22

23

2021
KES

506,585,1 g3

(1 84,063,394)

322,521,900

(102,241,999)

(652,201,6961

2020
KES

(1,185,947,014)

(174,231,566)

(1 ,360,1 78,590)

(243,368,473)

17

17

26

27

28

29

180,494

1,055,547,873

2,910,419

20,520,000

(301 ,929,594)

27,459,140

14,653,916

997,224,111

7,717,790

50,?.43,656

(19,270,802)

26,?-61,979

779,219,321

(581,960,259)

16,292,547,914

372,765,456

15,710,587,655

083 353 111 15 710

Thenotessetoutonpages 64toll}areanintegratpartof thesefinancialstatements.
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NATIONAL HOSPITAL 
'NSURANCE 

FUND
Reports and Financial Statements
For the yeor ended June 30,2021

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDED
JUNE 30, ?021

35,619,075,fio

3,400,000,000

4,067,934,726

3,t21,000,000

895,282,560

206,640,000

I ,31 1 ,842,954

1,218,997,750

3,89E,000,000

5 3,938,773,530

1 20,1 31,1 69

200,000,000

2,295,594,44

2,615,72t,609

43,437,897,000

4,000,000,000

4,785,805,560

4,050,000,000

1,091,808,000

252,000,000

1,543,144,652

1,414,114,710

3,898,000,000

61,492,969,952

1 43,01 3,295

200,000,000

2,295,594,4/n

2,6t8,607,735

43,437,E97,000

4,000,000,000

4,785,805,560

4,050,000,000

1,091 ,E08,000

252,000,000

I,543,3,{4,652

1,434,114,740

143,01 3,295

4,098,000,000

2,295,594,44
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EXPLANATIONS FOR VARIANCES

REVENUE

National Health scheme. lnctuded in revenues reported under the enhanced schemes is statutory
contributions totating to Kes. 5,798,382,146 budgeted under the NHS Scheme. Additionatty, the fotlowing
factors affected revenue cottection in the year under review:

(i) A depressed economy leading to reduced purchasing power for househotds who prioritized basic
needs,

(ii) Effect of Covid-19 prevention measures and restrictions which ted to mass tayoffs and reduced
income and

(iii) Negative impact of UHC pitot program in four of the identified Counties (New registration and
retention rates dectined significantty in the Pitot Counties due to Government UHC pitot that
accorded free healthcare to househotds)

Civil Servant Scheme. NHIF received premiums amounting to Kes 4,000,000,000 for CiviI servants
comprehensive medical cover. An amount of Kes 2,022,658,067 was atso received being statutory
contributions from the members of the scheme. These are contributions deducted from their salaries and
remitted by respective Ministries and departments. This amount of Kes 2,022,658,067 is inctuded in the
target of Kes 43,437,897,000 under the National Scheme and it is not in the CS Scheme target. However, to
match premiums & contributions with benefits in the scheme, the statutory figure was inctuded in the civit
servant scheme report.

NPS/ KPS Scheme. The Variance of Kes 2,242,3'l'1,429 is the statutory contributions remitted for members of
Nationa[ Potice and Prisons Services. This figure is not inctuded in the budget for NPS/KPS but was part of the
National scheme target. For premiums & benefits comparison, the actua( statutory contributions have been
paired with premiums to catcutate the combined loss ratio for this scheme.

Health lnsurance Subsidy Program (OVC). The HISP programs premiums were up scated by 4OT" beginning
cover period December 2020. The premiums received is as per the new covered poputation.

Free Maternity Program. The Linda Mama program is a managed funds program where funds are transferred
to NHIF by the MOH to cater for maternity care for beneficiaries and are reptenished based on utitization.
Utitization surpassed the set budget of Kes 4,098,000,000 for the year however, being a managed fund, the
previous batances of funds were rotted over to the period under review. The Ministry reptenishes funds
whenever they are exhausted.

County Medical Scheme. The amount received includes statutory contributions of Kes 1,196,643,504 whose
budget is captured under NHS contributions

Parastatal Medical Schemes. The premiums received for the scheme was betow target due to regutatory
review. Fottowing the amendment No. 11 of 2019, which inctuded sociat insurance under the scope of the
lnsurance Act, the lnsurance Regutatory Authority raised concerns to NHIF on the provision of insurance
services to the State Corporations and other institutions. With this in mind, NHIF suspended any new
contracting or renewal of the corporations. Subsequent[y, the National Treasury in a Gazette notice dated
26th March 2021 exempted NHIF from the provisions of lnsurance Act which gives the Fund the go ahead to
renew the medical insurance cover with State Corporations. This period where NHIF coutd not onboard new
parastatats ted to the variance.

WIBA - NPS/KPS. The variance of Kes 1,147,797,220 for the wlBA scheme is attributed to a difference
between the cover period and the financial period. The amount received of Kes 2,295,5g4,440 is the futt
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premium for the cover period 1't January 2021 to 31st Decemb er 2021. The actuats, however, apportions the
premiums to the period earned.

EXPENDITURE

Civil Servant Scheme. The CS benefits target of Kes 3,400,000,000 does not inctude benefits that member
of the enhanced scheme access due to their statutory contributions (supa cover). The budget has been
inctuded in the National scheme benefits. Further to this, the scheme recorded a high utitization especiatty
for inpatient & outpatient due to the preference by members of the scheme to seek services at private
facitities rather than pubtic facitities which are low cost.

NPS/ KPS Scheme. The benefits target of Kes 4,067,934,726 does not inctude benefits that member of the
enhanced scheme access due to their statutory contributions (supa cover). This budget has been inctuded in
the National scheme benefits. Further to this, the scheme recorded a high utitization especiatty for inpatient
and outpatient. This is partty due to the high ctaim proportion from private facitities compared to Faith
based and pubtic facitities.

Secondary School Medical Scheme. The low absorption is as a resutt of the covid-19 restrictions to avert the
pandemic; schoots were ctosed for more than 9 months.

Retirees Schemes. The number of members covered under the scheme increased as more pensioners joined
through FOPA and KARO contracts leading to increased utilization. These contracts are open contracts where
members coutd join from any month provided they pay the set premiums. Further to this, the scheme is a
high'risk portfotio. However, measures were put in ptace in the subsequent cover period. These are increased
premiums per member, introduction of co-payment among others.

Health lnsurance Subsidy Program (HISP - OVC & OPPSD). The HISP programs access to benefits by members
had been suspended due to non-remittance of premiums by MOH. Utitization however remained low even
after resumption of services. Awareness activities have been ptanned in the subsequent periods.

Tax Expenses. The increased withhotding tax expense is attributed to increase in interest on income earned
of Kes 1,055,263,764 within the period compared to the target of Kes 991,365,000.

Other !ncome. NHIF targeted to earn Kes 1.981 bittion from renta[ income and interest from investments.
The amount earned was however betow target due to a reduction in the investment portfotio (from 14.71 bn
in 2019 to 13.47 bn in 2020). lnterest earned in 2020 for catt deposits and Government securities was lower
than anticipated due to economic factors
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NOTES TO THE FINANCIAL STATEMENTS

1. GENERALINFORAAATION

NHIF is estabtished by and derives its authority and accountabitity from NHIF Act. The Fund is
whotty owned by the Government of Kenya and is domicited in Kenya. The Fund's principat
activity is receiving of contributions and paying of benefits to its members.

For Kenyan Companies Act reporting purposes, the batance sheet is represented by the
statement of financia[ position and the profit and loss account by the statement of profit or
toss and other comprehensive income in these financial statements.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historica[ cost basis. The preparation of
financial statements in conformity with lnternational Financial, Reporting Standards (IFRS)
attows the use of estimates and assumptions. lt atso requires management to exercise
judgment in the process of apptying the Fund's accounting poticies. The areas invotving a
higher degree of judgement or comptexity, or where assumptions and estimates are
significant to the financia[ statements, are disctosed in Note 5.

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

The financiat statements have been prepared in accordance with the pFM Act, the State
Corporations Act, IPSAS 24, NHIF Act and lnternational Financiat Reporting Standards (IFRS).
The accounting poticies adopted have been consistentty apptied to att the years presented.

The financia[ statements comprise the statement of comprehensive income, statement of
financial position, statement of changes in equity, statement of cash ftows, and notes.

3 APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCTAL REPORTING STANDARDS
(rFRs)

New and amended standords and interpretations in issue effective in the year
ended 30 June 2021.

IAS 39-Financia[ lnstruments:

Recognition and Measurement IAS 39 "Financiat lnstruments: Recognition and
Measurement" outlines the requirements for the recognition and measurement of financia[
assets, financiat liabitities, and some contracts to buy or setl non-financiat items. Financiat
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instruments are initiatty recognized when an entity becomes a party to the contractual
provisions of the instrument and are ctassified into various categories depending upon the
type of instrument, which then determines the subsequent measurement of the instrument
(typicatty amortized cost or fair vatue). Specia[ rutes appty to embedded derivatives and
hedging instruments. The amendments are effective for annual periods beginning on or after
January 1,2070. Eartier apptication is permitted.

IFRS 4- lnsurance Contracts (Superseded)

IFRS 4 "lnsurance Contracts" appties, with timited exceptions, to at[ insurance contracts
(incl,uding reinsurance contracts) that an entity issues and to reinsurance contracts that it
hotds. ln tight of the IASB's comprehensive project on insurance contracts, the standard
provides a temporary exemption from the requirements of some other lFRSs, incl,uding the
requirement to consider IAS 8 "Accounting Poticies, Changes in Accounting Estimates and
Errors" when setecting accounting poticies for insurance contracts. The amendments are
effective for annual periods beginning on or after Janudry 1,2020. Eartier apptication is
permitted.

IFRS 7- Financial lnstrument Disclosures

IFRS 7 "Financiat lnstruments: Disctosures" requires disclosure of information about the
significance of financial instruments to an entity, and the nature and extent of risks arising
from those financial instruments, both in quatitative and quantitative terms. Specific
disctosures are required in retation to transferred financial assets and a number of other
matters. The amendments are effective for annual periods beginning on or after January
1,7020. Eartier apptication is permitted.

IFRS 16- Leases

IFRS 16 specifies how to recognize, measure, present and discLose leases. The standard
provides a singte lessee accounting modet, requiring the recognition of assets and tiabitities
for atl leases, untess the lease term is 12 months or tess or the underl,ying asset has a low
vatue. Lessor accounting however remains largety unchanged from IAS 17 and the distinction
between operating and finance leases is retained. The amendments are effective for annuat
periods beginning on or after January 1,2070. Eartier application is permitted.

ii New and amended standards and interpretations in issue but not yet effective in the
year ended 3O June 2021.

IAS 1 - Presentation of Financial Statements

IAS 1 "Presentation of Financial Statements" sets out the overatl requirements for financial
statements, inctuding how they shoutd be structured, the minimum requirements for their
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content and overriding concepts such as going concern, the accrual. basis of accounting and
the current/non-current distinction. The standard requires a comptete set of financiat
statements to comprise a statement of financial position, a statement of profit or toss and
other comprehensive income, a statement of changes in equity and a statement of cash ftows.

The amendments are effective for annual periods beginning on or after Janu ary 1,
2023. Eartier apptication is permitted.

IAS 12 - lncome Taxes

IAS 12, "lncome Taxes" imptements a so-ca[led 'comprehensive batance sheet method' of
accounting for income taxes which recognizes both the current tax consequences of
transactions and events and the future tax consequences of the future recovery or setttement
of the carrying amount of an entity's assets and tiabitities. Differences between the carrying
amount and tax base of assets and liabitities, and carried forward tax losses and credits, are
recognized, with timited exceptions, as deferred tax tiabitities or deferred tax assets, with
the latter atso being subject to a'probabte profits'test. Eartier appl,ication is permitted.
The amendments are effective for annual reporting periods beginning on or after January 1,
2023. Earty adoption is permitted.

IAS 16 - Property, Plant and Equipment

IAS 16 "Property, Plant and Equipment" outlines the accounting treatment for most types of
property, ptant and equipment. Property, ptant and equipment is initiatty measured at its
cost, subsequentty measured either using a cost or revatuation modet, and depreciated so that
its depreciabte amount is attocated on a systematic basis over its useful. tife. The
amendments are effective for annual periods beginning on or after Janu dry 1, 2022. Early
application is permitted.

lAs 37 - Provisions, contingent Liabirities and contingent Assets

IAS 37 "Provisions, Contingent Liabitities and Contingent Assets" outtines the accounting for
provisions (tiabitities of uncertain timing or amount), together with contingent assets (possibte
assets) and contingent tiabitities (possibte obtigations and present obl,igations that are not
probabte or not retiabty measurabte). The amendments are effective for annual periods
beginning on or after January 1, zozz. Earty apptication is permitted.

IAS 41 - Agriculture

IAS 41 "Agricutture" sets out the accounting for agricutturat activity - the transformation of
biotogical assets (tiving ptants and animats) into agricuttural produce (harvested product of
the entity's biotogicat assets). The standard generatty requires biol.ogicat assets to be measured
at fair vatue less costs to sett. The amendments are effective for annual periods
beginning on or after January 1, zozz. Earr.y apptication is permitted.
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IFRS 1 - First'time Adoption of lnternational Financial Reporting Standards

IFRS 1 "First-time Adoption of lnternational Financial Reporting Standards" sets out the
procedures that an entity must fottow when it adopts lFRS for the first time as the basis for
preparing its general purpose financial statements. The IFRS grants timited exemptions from
the generat requirement to compty with each IFRS effective at the end of its first IFRS
reporting period. The amendments are effective for annual, periods beginning on or after
January 1,2022. Earty appLication is permitted.

IFRS 3 - Business Combinations

IFRS 3 "Business Combinations" outtines the accounting when an acquirer obtains control of a
business (e.9. an acquisition or merger). Such business combinations are accounted for using
the'acquisition method', which generatty requires assets acquired and tiabitities assumed to
be measured at their fair vatues at the acquisition date. The amendments are effective for
annual periods beginning on or after January 1,2027. Earty apptication is permitted if an
entity atso appties atl other updated references (pubtished together with the updated
Conceptuat Framework) at the same time or eartier.

IFRS 17 - lnsurance Contracts

IFRS 17 estabtishes the principtes for the recognition, measurement, presentation and
disctosure of insurance contracts within the scope of the standard. The objective of IFRS 17 is
to ensure that an entity provides retevant information that faithfutty represents those
contracts. This information gives a basis for users of financial statements to assess the effect
that insurance contracts have on the entity's financial position, financiat performance and
cash ftows. The IASB tentativety decided to defer the effective date of IFRS 17, lnsurance
Contracts to annua[ periods beginning on or after January 1 , ?022. ['he IASB has atso pubtished
'Extension of the Temporary Exemption from Appl,ying IFRS 9 (Amendments to IFRS 4)'to defer
the fixed expiry date of the amendment atso to annual periods beginning on or after January
1,2023.1

iii. Early adoption of standards

The entity did not earty - adopt any new or amended standards in year ?OZOt2O21

SU,vI,VIARY OF SIGNI FICANT ACCOU NTI NG POLICIES

The principa[ accounting poticies adopted in the preparation of the financiat statements are
set out betow.

4.
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a) Revenue Recognition

Revenue is recognised to the extent that it is probabl.e that future economic benefits wil.
ftow to the Fund and the revenue can be retiabLy measured. Revenue is recognised at the
fair vatue of consideration received or expected to be received in the ordinary course of the
Fund activities, net of value-added tax (VAT), where appticabte, and when specific criteria
have been met for each of the Fund activities as described betow.

i) Revenue is generatty recognized in the income statement on accrual basis. Best
estimates of what is receivabte are inctuded in the accounts.

ii) Finance income comprises interest receivabte from bank deposits and investment in
securities and is recognised in profit or [oss on a time proportion basis using the
effective interest rate method.

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

iv) Other income is recognised as it accrues.

b) Benefit Expenses (Claims)

These are payments on ctaims to heaLth care providers and general claimants arising from
hospitatization and any other goods or services incurred by the Fund for the direct benefit of
the contributor in the approved and accredited heatth care providers. Heatth care providers
report ctaims upon admission by way of notification and upon discharge, the heatth care
provider presents to the Fund the claims for payment. Ctaims are recognized as tiabil,ities onty
after verification. The average tength of stay in the heatth care providers is 5 days. Ctaims
not received within 90 days from date of discharge are not admissibte.

At the close of business on 30 June of the financial period, any vatid ctaims not presented to
the Fund are automaticatty accounted for in the subsequent financiat period.

c) Property, Plant and Equipment
Att categories of property, ptant and equipment are recorded at cost less accumutated
depreciation and impairment losses.

d) Depreciation and lmpairment of property, prant And Equipment
Freehotd land and capital work in progress are not depreciated. Capitat work in progress
retates mainty to the costs of on-going but incomplete works on buitdings and other civiI works
and instattations.

Depreciation on property, ptant and equipment is recognised in the income statement on a
straight'tine basis to write down the cost of each asset or the re-vatued amount to its residual
vatue over its estimated useful tife. The annual rates in use are:
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e) lntangible Assets
lntangibte assets comprise purchased computer software licences, which are capitatised on
the basis of costs incurred to acquire and bring to use the specific software. These costs are
amortised over the estimated useful life of the intangibte assets from the year that they are
avaitabte for use, usuatty over three years.

f) Amortisation and impairment of intangible assets
Amortization is catcutated on the straight-tine basis over the estimated usefuI tife of computer
software of three years.

g) Finance and Operating Leases
Leases which confer substantiatty al.L the risks and rewards of ownership to the Fund are
ctassified as finance leases. Upon initial. recognition, the leased asset is measured at an
amount equal to the tower of its fair value and the present vatue of the minimum lease
payments, and the asset is subsequentty accounted for in accordance with the accounting
poticy appticabte to that asset.
At[ other leases are treated as operating leases and payments made under operating [eases
are recognised in profit or loss on a straight-tine basis over the term of the lease. Lease
incentives received are recognised as an integral part of the total [ease expense over the
term of the lease.

h) Fixed !nterest lnvestments (Bonds)
Fixed interest investments refer to investment funds placed under Central Bank of Kenya
(CBK) tong-term infrastructure bonds and other corporate bonds with the intention of earning
interest income upon the bond's disposal or maturity. The bonds are measured at cost.

i) Unquoted lnvestments
Unquoted investments stated at cost under non-current assets and comprise equity shares
hetd in other Government owned or controtted entities.

ASSET/ ASSET CLASS ASSET LIFE/ LEASE

PERIOD
PERCENTAGE

DEPRECIATION

Land

Buildings and Civil Works
Plant and Machinery
Motor Vehicles & Motor Cycles
Computers and Related Equipment
Office Equipment
Furniture and Fittings
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j) Trade and Other Receivables
Trade and other receivables are recognised at fair vatues less attowances for any uncottectibte
amounts. These are assessed for impairment on a continuing basis. An estimate is made of
doubtful receivabtes based on a review of atl outstanding amounts at the year end. Bad debts
are written off after att efforts at recovery have been exhausted.

k) Cash and Cash Equivalents
Cash and cash equivatents comprise cash on hand and cash at bank, short-term deposits on
catl and highty tiquid investments with an original maturity of three months or tess, which are
readity convertibte to known amounts of cash and are subject to insignificant risk of changes
in vatue. Bank account batances inctude amounts hetd at the Centrat Bank of Kenya and at
various commercial banks at the end of the financial year.

Trade & Other Payables
These payabtes are non'interest bearing and are carried at amortised cost, which is measured
at the fair vatue of contractual vatue of the consideration to be paid in future in respect of
goods and services supptied, whether bitted to the Fund or not, tess any payments made to
the supptiers.

m) Retirement Benefit Obligations
The Fund operates a defined contribution scheme (NHIF Staff Retirement Benefit Scheme) for
att futt'time emptoyees. The scheme started in Juty 2001 and the scheme structure was
converted from defined benefits to defined contribution with effect from 1't January 2OOg.
The scheme is administered by an in-house team and is funded by contributions from both the
employer (Sponsor) and its emptoyees. The emptoyer therefore has no tiabitity safe for the
monthly emptoyer contributions which have been futty remitted to the scheme. The sponsor
remits 12.5% of basic salary on a monthty basis white etigibte employees contribute 7.5% of
their basic salaries.
The company atso contributes to the statutory National. Sociat Security Fund (NSSF). This is a
defined contribution scheme registered under the NationaL sociaL security Act. The company,s
obtigation under the scheme is timited to specific contributions legistated from time to time
and is currentty at Kes. 200 per employee per month.

Budget information

The originat budget for FY 2o2o/20?1 was approved by the Board of management on 30th
January 2020 and forwarded to the Nationat Treasury through Ministry of Heatth on 3.t,t
January 2020. Subsequent revisions or additionat appropriations were made to the approved
budget in accordance with specific approvats from the appropriate authorities. fhe
additional appropriations are added to the original. budget by the Fund upon receiving the
respective approvats in order to conctude the final, budget. The Nationat Treasury approved
the Fund's budget on 30th June 2020. This was then communicated to the Fund by Ministry
of heatth through their tetter dated 2gth of Juty 2020.

n)
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The Fund's budget is prepared on a different basis to the actual income and expenditure
disctosed in the financial statements. The financial statements are prepared on accrual basi:'
using a ctassification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial
statements were recast from the accrual basis to the cash basis and rectassified by
presentation to be on the same basis as the approved budget. A comparison of budget and

actual amounts, prepared on a comparabte basis to the approved budget, is then presented
in the statement of comparison of budget and actuat amounts.

ln addition to the Basis difference, adjustments to amounts in the financiat statements are
atso made for differences in the formats and classification schemes adopted for the
presentation of the financiat statements and the approved budget.

A statement to reconcite the actual amounts on a comparabte basis inctuded in the
statement of comparison of budget and actuat amounts.

o) Comparative Figures
Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

p) Subsequent Events
There have been no events subsequent to the financial year end with a significant impact on
the financial statements for the year ended June 30, 2021.

r) Taxation
The Fund is an appointed agent for Withhotding tax and Vatue Added Tax. Tax payabte for the
current period and prior periods are measured at the amounts expected to be paid to the tax
authorities and in accordance with the VAT Act and the income Tax act.
Withhotding tax expense retates to lnterest on investment and is deducted from Surptus before
taxation.

5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIAAATION UNCERTAINTY

The preparation of the Fund's financiat statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and tiabil.ities, and the disclosure of
[iabitities, at the end of the reporting period. However, uncertainty about these

assumptions and estimates coutd resutt in outcomes that require a material adjustment to
the carrying amount of the asset or tiabitity affected in future 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 tiabitities within the next financiaI year, are described betow.

Page | 71



NATIONAL HOSPITAL 
'NSURANCE 

FUND
Reports and Financial Statements
For the year ended June 30 ,2021

The Fund based its assumptions and estimates on parameters avaitabte when the financiat
statements were prepared. However, existing circumstances and assumptions about future
devetopments 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.

Useful lives and residuol values
The useful tives and residual vatues of assets are assessed using the fottowing indicators to
inform potentiat future use and vatue from disposat:

. The condition of the asset based on the assessment of experts emptoyed by the Fund

. The nature of the asset, its susceptibitity and adaptabitity to changes in technology
and processes

. The nature of the processes in which the asset is deptoyed
o Avaitabitity of funding to reptace the assets
. Changes in the market in retation to the asset

Provisions

Provisions for bad and doubtful debts when raised, management determines an estimate
based on the information avaitabte.

Provisions are measured at the management's best estimate of the expenditure required to
settte the obtigation at the reporting date and are discounted to present vatue where the
effect is materiat.
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NOTES TO THE FtNANCIAL STATEMENTS (CONT'D)
2021

KES
2020

KES

6. NATIONAL HEALTH SCHEME (NHS) CONTRTBUTIONS

Standard Contribution
Self Employed Contributions
Late Contributions
Penalties
Total

23,461,322,406
5,582,049,145
2,206,726,270

371,234,999
31,621,331,719

?3,713,957,113
5,167,799,939
2,092,420,903

?.95,403,569
31,254,581,423

4,000,012,000
2,138,814,763

6,1381826t76-3

315,146,990
4,100,700

1,983,714,110
2,529,546,442
1,701,975,973

116,340,612

6,650,8?4,917
(511,998,054)

Contributions are recognised in accordance with the NHIF Act, through emptoyee
contributions and votuntary contributions. This forms the primary heatth insurance cover for
atl members and dectared dependants as provided in the NHIF Act of 1998.

7. SURPLUS (DEF!C|T) FROM CtVtL SERVANTS (CS) SCHEME

Premiums
Statutory Contributions
Ex-gracia fund
Premiums & Contributions

3,800,054,000
7,044,261,900

178,342,267
6,022,659,067

178,473,600
96,655,920

2,118,540,551
7,141,044,793
1,901,345,639

119,900,967
179,342,267

6,734,203,627
(711,545,560'

Expenses:
Group Life Expenses
Administrative Expenses
Outpatient Expenses
lnpatient Expenses
Speciatized Benefits Package
Evacuation Services Expenses
Ex-gratia Expenses
Total Expenses
Deficit/Surplus for the Year

The Fund entered into a contract with the government to provide private medicat insurance
cover to civit servants. The civi[ Servants scheme is now in its 7th year since inception on
1st January 2017. Under this medical insurance, principal members together with six
dependents are entitted to outpatient & inpatient care, group tife and last expense cover.
The Outpatient cover caters for atI outpatient procedures inctuding dentat & opticat services
white inpatient cover is received in NHIF accredited facitities and inctudes atl, inpatient
procedures. The reason for the scheme deficit was because of increased awareness by the
members.
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2021
KES

2020
KES

8. SURPLUS (DEFICIT) FROM NpS & KpS MEDTCAL SCHEME

I

Premiums
Statutory Contributions
Ex-gracia fund
Premiums & Contributions
Expenses:
Group Life Expenses
Administrative Expenses
Outpatient Expenses
lnpatient Expenses
Speciatized Benefits Package
Evacuation Services Expenses
Ex-gratia Expenses
Total Expenses
Deficit/Surplus for the year

Premiums
Expenses:
Group Life Expenses
Administrative Expenses
Outpatient Expenses
lnpatient Expenses
Speciatized Benefit packages

Evacuation Services Expenses
Total Expenses
Deficit/Surplus for the year

4,585,905,560
2,222,977,246

219,334,193
7,O29,116,999

159,690,000
90,093,325

2,730,351,590
2,917,056,979
2,009,756,651

130,655,609
219,334,193

8,255,929,?,24
(1,227,911,2351

4,050,000,000

129,850,000

942,192,253
374,506,095
247,926,261
255,970,999

1,850,335,509
2,199,664,491

4,785,905,560
2,197,711,977

6,983,517,537

135,296,924
17,217,660

2,164,660,296
3, 1 10,569,401
1,593,092,026

125,905,740

7,141,726,047
(15g,20g,510)

4,050,000,000

166,331,372
9,996,730

991,966,195
675,736,133
273,193,715
269,000,000

2,334,613,644
1,715,396,356

The National Potice Service & The Kenya Prisons Service contracted The Fund to provide
comprehensive medical insurance cover to its emptoyees. The scheme is in its third'year ofimptementation and.current poticy cover runs from ist Juty 2020 to 30th june ZOZ1. There
has been steady dectine in surptus due to gradual increase in benefit utitization by members
as a resutt of sensitization and awareness

SURPLUS FROM EDUAFYA MEDICAL SCHEME

The Ministry of Education contracted NHIF to provide medical insurance to a1. pubtic
secondary school students for the duration of their study. This is in line with the Government
Agend.a of achieving Universat heatthcare coverage. The Fund is expecieJ to cover at Least3 mittion students enrotted in pubLic secondary scioots.
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2021
KES

2020
KES

10. suRpLUS FROM HtSp (OVC) PROGRAM

Premiums
Expenses:
Outpatient Expenses
lnpatient Expenses
Speciatized Benefit Packages

Total Expenses
Surplus for the Year

11.

Premiums
Expenses:
Outpatient Expenses
lnpatient Expenses
Speciatized Benefit Packages
Total Expenses
Surplus for the Year

1?..

The scheme is administered by the Fund in partnership with the Ministry of Heal,th. Heatth
lnsurance Subsidy programme - OVC is aimed at providing comprehensive medica[ cover to
a setected group of the most vutnerabte citizens (very poor) in the country.

SURPLUS FROM HISP.OPPSD PROGRAM

1,341,820,000

1,942,561
133,549,574

115,150,046
250,641,191

1,091,179,919

276,000,000

112,494
41,299,300
40,436,952

81,847,746
194,152,254

1,091,809,000

4,923,673
30,007,676

18,973,307
53,804,656

1,038,003,344

252,000,000

833,400
10,556,058
7,399,363

18,788,821
233,211,179

1,941,540,041
1,321,499,945

3,263,039,986

?.8,770,000
363,300

466,336,039
656,161,429
407,909,082

The Government through the Ministry of Heatth entered into an MOU to administer a
Heatth lnsurance subsidy programme for Otder Persons and Person's with severe
disabitities in [ine with the Constitutional requirement for the State to ensure widest
possibte enjoyment of the right to heatth white protecting the right to the highest
attainabte standard of heatth for atl Kenyans. The Otder Persons and Persons with Severe
Disabitity program commenced in 2015. Total poputation covered under the scheme is
58,000.

SURPLUS (DEF|C!T) FROM COUNTY MEDTCAL SCHEME

Premiums 1,630,319,206
Statutory Contributions 1,109,668,950
Premiums & Contributions 2,739,998,156
Expenses:
Group Life Expenses 49,750p00
Administrative
Outpatient Expenses 361 ,111,593
lnpatient Expenses 416,721,625
Specialized Benefit Packages 374,457,969
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2021
KES

zo20
KES

The Fund entered into a contract with County Governments to provide private medical
insurance cover to the staff of the counties. The county government scheme started in
2014 and so far 23 counties and 3 county assembties have signed up.

Evacuation SeMces
Total Expenses
Surplus for the Year

Premiums
Statutory Contributions
Premiums & Contributions
Expenses:
Group Life Expenses
Outpatient Expenses
lnpatient Expenses
Speciatized Benefit Packages
Evacuation SeMces
Total Expenses
Surplus for the Year

Premiums
Statutory Contributions
Premiums & Contributions
Expenses:
Group Life Expenses
Outpatient Expenses
lnpatient Expenses
Specialized Benefit Packages
Evacuation Services
Total Expenses
Surplus for the Year

32,615,237
1,?'34,656,419
1,505,331,737

650,035,633
397,763,350

1,047,799,993

12,370,000
503,773,373
2gg,234,997
242,432,295

5,940,490
1,063,751,144

(15,952,1621

528,071,276
23,710,900

551,792,076

9,900,000
176,073,176
345,623,394
230,992,565

931,009
762,420,144

(210,639,069)

1,554,539,949
1,7O8,500,137

1,357,529,322
741,651,939

2,094,190,160

21,601,945
627,4gg,1gg
731,369,906
363,254,207

1,743,714,24?
350,465,919

260,237,919
69,971,190

330,1 0g,ggg

500,000
226,972,701
413,494,756
210,420,956

951,377,913
(521,269,9141

13. SURPLUS (DEFICIT) FROM PARASTATALS MEDICAL SCHEMES

The Fund entered into contracts with Parastatats to offer private medicat insurance cover
to the emptoyees of the Parastatats at a premium.

14. SURPLUS (DEF|C|T) FROM RETTREES' SCHEMES
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2021
KES

2020
KES

The Fund entered into contracts with private companies and associations to offer private
medical insurance cover to their emptoyees at a premium. lnctuded in the scheme is
KARO, CBK Pension Scheme and Retired Partiamentarians among others. The scheme
started in the current financial year. High utitization was noted. However, the
Management has negotiated for enhanced premiums.

15. LINDA MAMA PROGRAM

4,948,139,361

This is a sponsored program by the government of Kenya through the Ministry of Heatth
targeting pregnant mothers from atl backgrounds launched on 1st June 2013. The program
was initiatty run by the Ministry of Heatth but was later transferred to NHIF. A memorandum
of understanding was signed between the Government and NHIF to actualize the
implementation of the programme on 27th Febru ary ?017. The program targets atl expectant
mothers without insurance where mothers are entitted to access antenatal care, maternity
services, postnatal care and care for new-born from NHIF contracted pubtic and private
heatth facitities. The MOU between NHIF and the Ministry provides that the Fund shoutd
reimburse Heatthcare facitities for services rendered to the mothers. High Utitization is due
to increased awareness by the citizens.

16. SURPLUS (DEFIC|T) WORK tNJURy BENEFTT ACT (W!BA) NpS/KpS

Premiums
Expenses:
lnpatient expenses
Caesarian Delivery Expenses
NormaI Detivery Expenses
AntenataI Expenses
PostnataI Expenses

Administrative Expenses
Total Expenses

Premiums
Expenses:
WIBA Group life Expenses
WIBA Admin costs Expenses
WIBA Benefits Expenses
WIBA Last Expense
Total Expenses
Surptus for the Year

4,949,139,361

1,064,054,990
956,606,353

2,337,660,545
531,834,891

67,982,602

1,147,797,220

167,461,432
1,015,700

440,142,298
40,1 50,000

643,769,429
504,027,791

4,041,850,985

916,033,053
482,602,751

2,196,770,409
381,686,463

41,397,009
23,361,800

4,041,850,985

This scheme commenced on 1't January 2021 and runs for a period of 12 months titt 31't December
2021.

PagelTT



NATIONAL HOSPITAL 
'NSURANCE 

FIJND
Reports and Financial Statements
For the year ended June 3A ,2021

2021
KES

2020
KES17. OTHER INCOMES

lnterest on lnvestments
lnterest from Disposal South B Estate

1p_sl,!26]J64 ?29_,77],175
284 109 451 736

Rent from Properties
!07,go7 ,974

2,494,398
lg!lg2_!2107ncy Commissions 2.387 ,533

Recoveries out of Provisions
!)549,70-5 1L0_09Miscettaneous Receipts 3,319 ,392 6,107 ,748Gain on 180 494 12 770

Total 1.373,686,725 1.324.106,263

Other incomes are those that accrue to the Fund from Short-term and Long-term
lnvestments as we[[ as seryices rendered to third parties. This consists of proceedl from
sundry receipts (tender fees, card reptacement charges), agency commissions and disposaI
of obsotete assets. The decrease is as a resutt of red-uction in the lnvestment portfotio due
to demand for funds to cater for increased benefits.

Other income for the year ended 30th June 2020 was restated from Kshs. 1,317,674,962 to
Kshs. 1,324,106,263 as a result of interest receivable on investment of Kshi. a1ga,iot1se"
note 30) and Kshs.45,000 being recoveries from provisions. (see note 3l).

NATTONAL HEALTH SCHEME BENEFTT (NHS) EXPENSES18.

19.

'/ These are medic.at benefits paid out to heatth care facitities for medicat services rendered
to members of the national scheme. The Fund has seen a significant growth trend in
recent years due to high tevet of awareness of what NHIF's ;Supa Covir, pays for as
bgneflls. Aggressive pubtic education campaigns to increase knowtedge and understanding
of NHIF have atso hetped in the uptake.

'/ However, this year's benefits expenses have dectined compared to the same period in the
last financia[ year due to introduction of controts that were aimed at cutting down onwastage. These measures inctude data ctean up for capitation payments, introduction of
centratized preauthorization for services and mitigation steps to ieat with adverse
setection.

Outpatient Expenses
lnpatient Expenses
Speciatized Benefit Packages
Evacuation Services
Total

STAFF COSTS

Basic Satary
Basic Salary(lnternship)
Gratuity / Pension Contributions

3,969,336,396
8,459,779,597

1 5,590,650,100
3?7,270,751

28,236,O45,934

3,367,092,796

6,419,694,309
9,413,937,554

13,713,026,235
424,410,000

29,971,059,099

3,173,194,037

. 154,939
387,117,174
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2021
KES

20zo
KES

House Attowance
Staff Overtime Attowance
Commuter Attowance
Responsibi [ity Attowance
N.S.5.F - Emptoyer Contributions
Transfer Attowance
Acting Attowance
Hardship Attowance
Utitities
Leave Attowance
Staff MedicaI Expenses

Group Life Cover
Uniforms & Ctothing
Staff Welfare
TotaI

lq1mlnent - lAanlgement cadre
Permanent - Unionisable
On Contract
On Secondment
TOTAL

675,775,203
425,705

260,380,591
24,909,439
4,499,000

12,028,769
12,479,934
17,937,391
7,344,114

25,922,699
327,412,350
26,709,749
7,395,235

24,035,068
5,21O,851,097

686,719,094
484,199

266,961,736
25,669,015
4,569,200

1 3,849,588
11,969,607
18,326,127
7,008,615

25,571,200
282,893,570

38,256,147
4,000

22,957,034
4,910,700,177

These are sum of at[ wages paid to emptoyees as compensation, cost of emptoyee benefits
and payrott taxes paid by the fund. The Management is committed towards Human
resource strategic ptanning and the provision of equitabte compensation and benefits to
staff. lt focuses on strategicalty atigning the Fund's human capital to the corporate
strategic objectives.

NO OF STAFF

629
1,Bt:

7
5

1,868

z0 BOARD EXPENSES

Sitting Allowance 11,440,000 10,494,000
Seminars And Conferences 4,219,790 4,ZZO,B75
Accommodation 81,000 25,OOO
Honoraria 960,000 960,000
Airtime 67,900 44,100
Mileage And Per Diem 6,606,388 3,904,650
Lunch All. & Refreshments 933,154 1,864,785
Travel - Local 3,167,972 1,012,96?.
Board Medical Expenses 205,561 Z07,g9S
Total 21,691,665 22,714,267
This expenditure caters for Board members sitting altowances, travetting expenses,
meetings expenses, training on corporate governance and workshops. The expenditure is
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inftuenced by the number of futt board and committee meetings, number of seminars, and
travet activities.

2021
KES

7020
KES

21.

37,145,051

40,609,210

63,041,856

4,500,000

7,253,563

104,099,530

93,829,949

13,955,391

88,233,020

36,110,675

12,818,639

457,778

28,000,1 1 0

85,914,164

44,893,000

34,513,746

15,097,634

239,479,976

21,407,979

286,102,200

51,979,397

23,537,239

301,486,375

14,220,500

1,648,594,690

31,414,399

30,665,611

66,297,429

5,000,000

153,133,116

177,761,?67

242,177,305

13,999,769

61 ,550,955

37,623,090

17,315,235

2,999,143

55,649,499

1 03,253,690

31,417,104

1 1,155,900

45,416,399

20,794,795

228,569,300

17,239,766

OTHER OPERAT!NG EXPENSES

Subscriptions

Legal Expenses

Security Expenses

Provision for ExternalAudit Fee

Provision for Doubtful Receivables

Transport Operating Exp.

Travel & Accommodation

Postage

Telephone Expenses

Hospitality/ Entertainment

Electricity, Water & Conservancy

Newspapers/ Periodicals/ Books

Printing & Stationery-General

Advertising & Publicity
Security Printing

Show Expenses

Cleaning Materials & SeMces

Computer Stationary & Material
Rent & Rates

Insurance Premiums

UHC National Scale-up

Training Expenses

Maintenance of Office Equipment
Maintenance of Computers

Management Consultancy Fees

Total

57,977,971

29,953,464

314,503,349

46,079,400

1,795,869,729

These are recurrent operating expenses that ensure the Fund operates and carries out its
activities smoothty. They inctude expenses associated with the general administration of
the organization. The current year saw a decrease in operatingixpenditure equivatent to
8.4% compared to the previous year. This was due to budget ritionatization byThe
NationaI Treasury during the financial year.
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'NSURANCE 

FUND
Reports and Financial Statements
For the ygar ended June 30 ,2021

2021
KES

2020
KES

23. INTANGIBLE ASSETS

cosT 2420 2019
As at lst Juty
Additions
Disposats

I ransfer
As at June 30
AMORTIZATION

As at 1st Juty

Charge for the year
Transfer
lmpairment

fu at June 30

NBV as at June 30

Bank Charges

Commissions

TOTAL

TAX EXPENSES

With Hotding Tax Expense

Vat Expense - Property AIC
Total

1,937,790,016

652,201,696
1,937,790,016

2,589,991 ,712 1,937 ,790,016

1,731,144,312 1,495,079,623
858,847,400 452,710,393

1,485,079,623

746,064,699

6,295,095

31,127,829

37,412,914

139,699,612

44,373,777
184,063,384

1,147,421,695

337,657,929

5,225,479

59,669,955

64,895,434

143,350,849

30,880,717
174,231,566

This comprises software and licenses purchased by the Fund. They are amortized over a
three-year period.

24. FINANCE EXPENSES

This caters for bank charges and commissions paid to revenue coltection banks and
Safaricom M-pesa seryices, Finance expenses reduced in the current financiat year due
to Management decision to cottect revenue directty through banks as opposed to agency
approach used in previous years.

25

Withhotding tax expense is paid in respect to interest earned from investments white
VAT on property is corporate tax on renta[ income.

Withholding Tax Expense for the year ended 30th June 2020 was restated from Kshs.
142,392,903 to Kshs. 143,350,848 owing to prior period odjustments of Kshs. 957,945
made in the current financial year.
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26. RECEIVABLE - SOUTH B ESTATE MORTGAGE

Opening Balance as at 1st Julyl euarter 5.963 515 8 681 305
Less Payments Received in the year (2,910,419 Q,717 ,7901

The Fund sotd houses in South B estate to staff members through mortgage at a rate of
5%. The recovery for the year and batance as at 30 June 2021 is as sfrowi above.

Ba lance Receivable as at June 30 3,053 097 s-L?61,I ! s

20,520,000

20,520,000

27.

28

29.

This is an investment bond hetd at the CBK as at 30 June ZOZO. Fixed interest
investments offer a regutar income for a specified term with the expectation tnat the
principal witt be repaid at the end of the term (maturity date). The bond matured on
8th February ?021.

LONG TER/vI DEPOSITS

FrxED TNTEREST TNVESTMENTS (BONDS)
ln Central Bank of Kenya 12.5% 12-year
lnfrastructure Bond
Total

NBK (Car Loan)
Savings & Loan
Total

Consotidated Bank Shares
MTRH Loan
Total

57,099,925
967,662,665

1,019,751,491

The Fund has hetd deposits in NBK and KCB as guarantee for staff Car Loan and Mortgages
respectivety issued at negotiated interest rate to the Fund's emptoyees. The schemes
are negotiated at 5% per annum between the fund and the appointedbanks who are the
scheme managers. The interest earned is shared between the fund and the
administrators at 2% and 3% respectivety as approved by the board.

UNQUOTED TNVESTMENTS

57,092,390
1,264,599,695

1,321 ,691,O75

54,200,000
286,734,559

340,934,559

54,200,000
314,197,699

368,392,699

Shares hetd at Consotidated Bank Ltd comprised 590,000 ordinary shares vatued at KES.
11.,999,000 and 2,120,000 preference shares vatued at KES. 42,460,000 totatting to KES.
54,200,000.

MTRH Loan refers to a loan advanced by the Fund to the Moi Teaching and Referrat
Hospital (MTRH) earning an interest of t-hree percent (3%) per annum. ihe tnterest is
recognised among interest on investments under other incomes.
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Details Amount Amount
1 Equipment procurement Loan 312,669,869 312,669,869

z Procurement & Acquisition & [ega[ costs 68,800,240 68,900,240

Total Loan amount 381,470,1O9 381,470,109
3 ADD: Capitatization of lnterest Earned 35,520,880 75,028,739

4 LESS: Loan recovered from Ctaims 130,756,431 92,306,1 50

Balance of the Loan 286,734,559 314,192,698

30 TRADE AND OTHER RECEIVABLES

CiviI Servants Scheme Receivabte
County Scheme Receivabte
Secondary Schoots Receivabte
HISP (OPPSD) Receivabte
NPS/KPS Scheme Receivabte
Free Maternity Receivabte
Etectricity Deposit
Fue[ Deposit
HISP (OVC) Receivabte
Hospital & Creditors Surcharges
lnterest Receivabte
Letter Of Credit
Outstanding Contributions
R/D Cheques

Rent Deposit
Rent Receivabte
Staff Medical Scheme Deposit A
Staff Receivabtes

Sundry Prepayments
Sundry Debtors
Tetephone Deposits
Temporary lmprest
Total Receivables

574,488,444

1,389,254,215
2,236,491,257

1,335,395
150,000

753,617,833
26,757,033
57,946,994

596,146,178
139,539,981

472,872,023
63,000,000

359,120,477

6,581,418,039
14,790,981
46,613,426

1 90,567,1 30

3,900,000
9,026,605

602,640,269
7,246,750

763,804
7,156,061

11,992,664,2?'5

1,342,394
150,000

432,197,833
29,804,984
63,795,808

1,000,000
5,575,659,646

18,061,171
42,950,479

157,773,259
3,goo,00o
3,737,940

36,540
7,850,843

263,804
g,ggg,538

7,928,197,832

Less: Provision for Doubtful Debt (Note 31) (159,595,139) (156,714,1301
Total 1 1,833,069,086 7,771,483,702

Trade and Other Receivobles for the yeor ended 30th June 2020 hos been restated from
Kshs.7,935,160,829 to Kshs.7,928,197,8i2 owing to prior period adjustments to
lnterest receivable of Kshs. 6,386,301 (See Note 17) and Kshs. 562,280, Sundry
Prepayments of Kshs. 15,619,017 and Kshs. 2,832,000 being lost computers moved from
the Property, Plant & Equipment (Note 22b) under Computers and Related Equipment
to Sundry Debtors.
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The fund recognises revenue on accrual basis therefore, amounts retating to the period
under review are recognized as receivabtes. These are amounts owed to the Fund as at
the end of the period by entities and individuats. They incLude Staff, institutions,
emptoyers, heatthcare facitities and government ministries.

JUNE 2021 JUNE 2O2O
Less than 30 days 7,319,602,519 7,395,071,539
Between 30 and 60 days 2,565,007,291 3,796,779,399
Between 61 and 90 days 2,165,007,791 994,311,956
Between 91 and 120 days 1,965,007,291 407,333,000
Over 120 days 7-,840,102,459 341,664,936
TOTAL 11,854,726,919 7,935,160,929

June 2021, the ageing analysis of the gross trade receivables was asAs at 30th
follows:

Trode and other receivables are recognized at fair values less allowonces for any
uncollectible amounts. These ore assessed for impoirment on o continuing basis ai per lA-S
36. An estimate is made of doubtful receivables based on a review of att outstanding
amounts at the yeor end. As per the Fund's policy on provision for doutbtful debt ctausi
4.3.4.2, for debts aged over 24 months 100% of amount overdue shall be included in the
provision, unless payment plons are in place and are being odhered to.

Provision for Doubtful Receivables for the year ended 30th June 2020 has been restated
from Kshs. 153,956,190 to Kshs. 156,714,130 owing to Recovery from provisions of Kshs.
45,000 in the year 201912020 (Note 17) and 29,060 (Note. 35) in the year 2018/2019 and
Provision for lost computers of Kshs. 2,832,000 moved form Provision of Liabilities (Note.
38 of 2019t2020).

32. SHORT TERM INVESTMENTS

31. PROVISION FOR DOUBTFUL DEBTS

Provision for DoubtfuI Receivables

TOTAL

NBK Catt Deposit
KCB Catt Deposit
Co-op Catt Deposit
CBK Treasury Bitts
Equity Bank CatI Deposit
Total

1 59,595,1 39

1 59,595,1 39

1,000,000,000
1,035,551,855

11,832,200,000
1,210,416,916

15,O78,179,771

156,714,130

156,714,130

100,000,000
1,400,000,000
9,132,650,000
1,749,000,000

12,381,650,000

These are short-term investments in catl. deposits and Treasury Bitts hetd for periods [ess
than one year.
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33. CASH AND BANK BALANCES

Cash in Hand
Cash at Bank
Cash in Transit
Total

34.

35.

As at the Beginning of Year

Changes in the year

Balance at the End of Year

36. TRADE PAYABLES (Ctaims)

Claims Payable

Cash at bank batances are funds held at Cooperative Bank of Kenya, Equity Bank and
Kenya Commercial Bank, the Fund's main bankers. The KES 1.0 Bittion is cash hetd in
cotlection accounts and cash mopped up to pay ctaims processed at the end of the year
as shown in Appendix l. KES 60 Mittion in transit are revenue cottections hetd by agents
at ctose of business on 30th June 2021.

ACCUMULATED FUND

These are capital funds hetd by the Fund and represented by the Fund's various
accumutated fixed assets. There were no changes to the accumulated fund during the
year.

As at the Beginning of Year 12,209,923,340 12,209,923,340
Changes in the year
Balance at the End of Year 12,?.09,923,340 12,209,923,340

RETA]NED EARNINGS

The Fund made a Surptus after tax of KES. 449,9O5,103 in the financial year 7O?:O/2021
compared to a deficit of KES. 1 ,151 ,460,656 in previous financial year 2019/2020. The
decrease in this year's deficit is attributed to dectine in benefits expenses compared to
the same period in the tast financial year due to introduction of controts that were
aimed at cutting down on wastage. These measures inctude data ctean-up for capitation
payments, introduction of centratized preauthorization for services and mitigation steps
to deal with adverse setection.

124,135
944,494,560

60,565,645
1,005,174,339

18,247,099,644
449,905,103

18,697,004,746

316,705
3,283,164,160

45,456,790
3,328,937,655

1 9,398,560,300
(1,151 ,460,656)

18,247,099,644

8,432,017,053 2,587,937,093

These are ctaims owed to heatthcare providers who offer services to the funds registered
members arising from hospitatization. The amounts were outstanding as at close of
business on 30th June 2021.
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37. OTHER TRADE PAYABLES

Accruats

Agency General Payment (Staff Payabtes)

Agency: Group Personat Life/ Ac

Legal Fees NHIF Tenants

Pension Payabte

Rent Deposits

Retention Money

Rockefe[ter Foundation Grant

Satary Ctearance Accounts

Tender Refundabte Deposits

Trade Creditors

Unapptied Funds ControI Account

Korea Foundation for lnternationa[

Value Added Tax (Agency Al C)

Vatue Added Tax on Property

W.H.T Payabte - Creditors

Secondary Schoots Deferred lncome

HISP (OPPSD) Deferred lncome

County Scheme Deferred lncome

ParastataI schemes Deferred lncome

Retirees' Scheme Deferred lncome

Free Maternity Program Deferred lncome

WIBA Deferred lncome

Total

21,099

99,g4g

4,350;567

157,000

51 9,534

25,361,175

8,767,765

12,415

6,116,700

1,906,000

856,?19,511

262,207,977

662,262

69,680,1 00

559,942

45,044,729

64,142,260

3,300,447

128,799,990

869,613,594

46,682,280

gg,g4g

18,435,303

157,000

354,210

24,911,724

19,253,311

12,415

5,149,940

1,906,000

293,286,030

260,652,326

2,976,907

53,009,600

550,542

12,737,695

These are a mix of Fund's commitments and tiabitities owed to other entities as at the
end of the period. Commitments and Liabitities arise when economic value has accrued
t9 lhe Fund and payment, or services have not been rendered by the Fund. They inctude
deferred incomes from schemes, trade creditors and others.

573,799,696

2,968,022,964

709,024,597

49,626,716

2,711,649,104

4,163,792,249

9,569,371
3,905,960

13,475,331

38. WITHHOLDING TAX PAYABLE

W. H. Tax Payabte - lnvestments
W. H. Tax on Rent
Total

9,692,049
3,974,694

12,666,743
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These are amounts withhetd at source based on the nature of the tax item. 15% is
imposed on interests earned from atl Fund's investments and 10% on rent payabte to
Funds landtords. These amounts are payabl,e to KRA.

Withholding Tax Payoble for the year ended 30th June 2020 has been restated from
Kshs.28,221,712 owing to prior period adjustments of Kshs. gs7,g45 (Note.25j ond
19,610,296.

2021
KES

20?0
KES

39. PROVISION FOR LIABILITIES

Provision for CiviI Servants Scheme
Provision for Externat Audit Fees
Provision for Board of Survey
Provision for Open Heart Surgery
Provision for IRM System
Provision for EHIM System
Provision for Satary Arrears
Provision for UHC Nationat Scate Up
Total

790,643,692
10,000,000

1 ,919,000
z96,07g

797,123,353
191,276,500
169,794,013
224,919,405

1,165,970,O42

280,643,692
10,000,000

749,940
796,078

297,123,353
181,276,500
582,333,951

1,352,423,415

'Provision of KES. 280,643,692 for Civit Servants Scheme was created as per IAS 37 to
cater for pending fee for service ctaims, capitation payments retating to the scheme for
various hospitats including Ctinix and Meridian hospitats.

'Provision of KES. 295,078 is the remaining provision batance from sponsorship for Open
heart surgery program. The Fund stitl, has a few invoices pending as unpaid.'However,
due ditigence is being undertaken before payments are made as the matter has been
picked up for investigation by an externat agency.

'Management resotved to pay Unionisabte staff, CBA arrears in two tranches as approved
by the Board. The first tranche was paid in June 2020 amounting to KES. 401 mill,ion and
batance of KES. 370 mittion to be paid in Juty 2020. As at ctose of the year 2019/2020,
additional provision of KES. 370 mittion was made to cater for Unionisabte staff CBA
arrears second tranche of KES. 413 mittion, bringing the balance to KES. 168 mittion.

'The Fund atso made Provisions of KES. 297 mill,ion & KES 181 mitl,ion to provide for
lntegrated Revenue Management System (IRMS) and Etectronic Heatth lnformation
Management System (EHIMS) respectivety pending conctusion of the cases todged.

. The Fund made a provision during the year of Kshs. 225 mittion to cater for UHC National
Scate-up exercise.

Provision for Liabitities for the year ended 30th June 2020 has been restated from Kshs.
1,355,255,415 to Kshs. 1,352,423,415 owing to movement of Provision for Lost computers of
Kshs. 2,832,000 to Provision for doubtful receivables (Note. 31).
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40. NOTES TO THE STATEMENT OF CASH FLOWS
a) Reconciliation of operating surplus to cash Generated from operations

Operating Surplus
Depreciation
Amortization

Gain on Disposat of PPE

lnterest From lnvestments

Operating Surplus before Working
Capital Changes
Working Capital Changes

(lncrease)/decrease in Trade and Other
Receivabtes
lncrease /(Decrease) in Ctaims Payabtes

lncrease/ (Decrease) in Other Trade
Payabtes
lncrease/ (Decrease) in Tax Payabte

lncrease/ (Decrease) in Provisions

lncrease (Decrease)

Cash Generated from Operations

b) Analysis of changes in loans (MTRH Loan)
Balance at beginning of the year
Loan addition during the year
Receipts (!nterest) during the year
Repayments during the year
Repayments of previous year's
accrued interest
Foreign exchange (gains)/[osses

Accrued interest
Balance at end of the Year

C) Analysis of cash and cash equivalents
Short term deposits
Cash at bank
Cash in hand
Cash in Transit
Balance at end of the Year

107,121,953 (1,342,419,343)

2021

KES

633,969,496

282,817,145

246,064,699

(180,494)

(1,055,547,973)

(4,061,595,394)

5,844,079,960

(1 ,195,769,394)
(808,589)

(186,453,373)

399,463,230
506,595,1 g3

314,192,699

10,492,141

(37,950,791)

286,734,559

15,079,179,771

944,494,560

124,135

60,565,645

16,093,353,110

2020
KES

(977 ,279,0901
307,097,700

337,657,929
(12,715,770)

{997,224,111\

(1 ,083,659,1 14)

794,957,073

(147,048)

(2,515,591)

447,935,059
156,471,329

(1,185,947,0141

340,454,576

14,632,923

40,894,900

314,192,699

12,381,650,000

3,283,164,160

316,705

45,456,790

15,710,597,655
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Contingent Liabilities 2021

Total claims on atl court cases fited

TOTAL

_!otat-tegat lges 9r1 att court cases fited

nst the Fund

st the Fund

41.

42.

CAPITAL COIVIMITMENTS

There were no capitat commitments in the year under review.

CONTINGENT ASSETS & LTABILITIES

17,126,317,203

754,992,507

17,881,309,705

43. FINANCIAL RISK MANAGEMENT

The Fund's activities expose it to a variety of financial risks incl,uding credit and tiquidity
risks, and effects of changes in foreign currency. The Fund's 's overatl risk management
programme focuses on unpredictabitity of changes in the business environment and
seeks to minimise the potential adverse effect of such risks on its performance by setting
acceptabte tevets of risk. The Fund does not hedge any risks and has in place poticies to
ensure that credit is onty extended to ctients with an estabtished credit history.

The Fund's financial risk management objectives and poticies are detaited betow:

a) Credit risk

Credit risk refers to the risk that a counter party witl defautt on its contractual
obtigations resutting in financial loss to the Fund. The Fund has adopted a poticy of onty
deating with creditworthy counterparties and obtaining sufficient cottaterat, where
appropriate, as a means of mitigating the risk of financial loss from defautt. The Fund's
exposure and the credit rating of its counterparties are continuousty monitored, and the
aggregate vatue of transactions conctuded is spread amongst approved counterparties.
Credit exposure is controtted by setting counterparty timits that are reviewed and
approved by management at regutar intervat.

Trade receivabtes consist of a targe number of ctients, spread across diverse
geographical areas. On an ongoing basis, a credit evatuation is performed on the
financia[ condition of the ctients.

The credit risk on bank batances and short-term deposits is limited because the
counterparties are banks with high credit ratings assigned by the banking regutatory
authority.

As at the end of the reporting period, no cotlateral was being hetd as a means of
mitigating the risk of financial loss from defautt.
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The ctients under the futty performing category are paying their debts as they continue
benefiting. The defautt rate is low. Part of the debt that is past due is not impaired
and continues to be paid. The finance department is activety fottowing up this debt. The
debt that is impaired has been futty provided for. However, the finance department is
pursuing various measures to recover the impaired debt.

b) Liquidity risk

The uttimate responsibitity for tiquidity risk management rests with the Board of
Management, which has devetoped and put in ptace an appropriate tiquidity risk
management framework for the management of the Fund's short, medium and Long-
term funding and tiquidity management requirements. The Fund manages tiquidity risk
by maintaining adequate reserves, banking facitities and continuously monitoring
forecast and actuat cash ftows and matching the maturity profites of financia[ assets and
tiabitities.

2021 , '',2020'rl,,t::::ii,

KES KES

8,432;017;053 ' ': 2r5g?dg37d0g3
32,310,592 32,127,673

1,8np99;501 6g3,vl,?$46
1,165,970,047 1352,423,415
1,136;5t7 ;456' . . "' 3;{l0,Eg9;49z

12,643,934,644 9,136,50O,429

c) Market Risk

The Board has put in ptace an internaL audit function to assist it in assessing the risk
faced by the organisation on an ongoing basis, evatuate and test the design and
effectiveness of its internaI accounting and operationaI controts.

Market risk is the risk arising from changes in market prices, such as interest rate, equity
prices and foreign exchange rates which witt affect the organisation's income or the
vatue of its hotding of financial instruments. The objective of market risk management
is to manage and control market risk exposures within acceptabte parameters, white
optimising the return. Overall responsibil,ity for managing market risk rests with the
Audit and Risk Management Committee.

Finance and !nvestment Directorate is responsibl,e for the devetopment of detaited risk
management poticies (subject to review and approvat by Audit and Risk Management
committee) and for the day to day imptementation of those poticies.

There has been no change to the Fund's exposure to market risks or the manner in which
it manages and measures the risk.

AuditedUnauditedAt End of Year
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i) lnterest rate risk
lnterest rate risk is the risk that the organisation's financial condition may be adversety
affected as a resutt of changes in interest rate tevets. The organisation's interest rate
risk arises from bank deposits. This exposes the organization to cash ftow interest rate
risk. The interest rate risk exposure arises mainty from interest rate movements on the
organization's deposits.

lAanagement of interest rate risk
To manage the interest rate risk, management has endeavoured to bank with institutions
that offer favourabte interest rates.

Sensitivity analysis
The Fund anatyses its interest rate exposure on a dynamic basis by conducting a
sensitivity anatysis. This invotves determining the impact on profit or toss of defined
rate shifts. The sensitivity anatysis for interest rate risk assumes that atl other variabtes,
in particutar foreign exchange rates, remain constant. The analysis has been performed
on the same basis as the prior year.

ii) Foreign exchange risk
The Board does not undertake transactions denominated in foreign currencies
Therefore, exposures to exchange rate ftuctuations do not arise.

iii) Price risk
The company does not hotd investments that woutd be subject to price risk hence the
risk is not retevant

44 CAPITAL RISK MANAGEMENT
The Fund manages its capital to ensure that it witt be abl.e to continue as a going
concern while maximising the return to stakehotders through the optimization of the
debt and equity batances.
The capital structure of the Fund comprises the fotLowing funds:

2021
KES

12,709,923,340
30,029,900,965

1,005,174,339

(1,005,174,3391

2020
*a:

12,209,923,340
30,447,871,579

3,328,937,655

17,818,977,625 19,237,949,239

Revaluation reserve

Less: cash and bank balances
Net debt/(excess cash and cash

uivalents

Total

Total Funds
I reserve

Retained earn

At End of Year

Page | 93
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o 45. RELATED PARTY DISCLOSURES

a) Nature of related party relationships
Companies and other parties retated to the company inctude those parties who have

abitity to exercise control or exercise significant inftuence over its operating and
financiat decisions. Retated parties inctude management personnel, their associates and
ctose family members.
The Fund is retated to:
i) Government of Kenya
ii) Board of Management
iii) Key management

b) Related party transactions

The GoK has provided futl guarantees to atl long-term tenders of the Fund, both domestic
and externat.

GoK finances the Civit Servants Medicat Scheme, Nationat Potice & Kenya Prisons
Service Medica[ Scheme, Secondary School Students Medical Scheme, HISP OVC &
OPPSD Schemes and Free Maternity (Linda Mama). The transactions have been shown
under notes 6,7,8,9,10,11 & 15 respectivetyand Appendix lll on page 99.

c) Key management compensation

25,528,547
11,371,688
64,702,616

101,602,851

2?-,734,267
2,429,691

49,094,619
74,258,577

46 INCORPORATION

The Fund was estabtished by the Act of Partiament No. 9 of 1998

EVENTS AFTER THE REPORTING PERIOD

There were no materiat adjusting and non- adjusting events after the reporting period

48. CURRENCY

The financial statements are presented in Kenya Shittings (KES)

47,

TOTAL

sation to the CEO

Board of Management
2021 ?.020
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APPENDIX 1: DETAILED ANALYSIS oF THE CASH AND CASH E IVALENTS

Financial institution
a) Current account
Kenya Commercial Bank
Kenya Commercial Bank
Equity Bank

Equity Bank

Equity Bank

National Bank of Kenya
National Bank of Kenya
National Bank of Kenya

National Bank of Kenya
Cooperative Bank of Kenya
Cooperative Bank of Kenya
NCBA APL Collection account
Safaricom

Sub-Total
b) On - call deposits
National Bank of Kenya
Kenya Commercial Bank
Kenya Commercial Bank
Kenya Commercial Bank
Equity Bank

Cooperative Bank of Kenya
Central Bank of Kenya

Sub- total

c) Fixed deposits account
Central Bank of Kenya

Sub- total

d) Staff Car loan/ Mortgage
Savings & Loan - Mortgage
NBK - Car Loan - Deposit a/c
NBK - Car Loan - lnterest a/c
Sub- total

Grand Total

1,000,000,000

1,035,561,855

1,210,416,916

1 1,832,200,000

15,O78,179,771

1,264,589,695

53,022,129

4,070,260
1,321,681,O75

1 39,356,310

852,929,472

3,637,026

27,929,632
456,206,96'l

120,019,523

1,638,221,492

29,705,433

16,761,310

3,283,164,159

100,000,000

1,749,000,000

1,400,000,000

9,1 32,650,000

12,391,650,000

20,520,000

20,520,000

962,667,665

57,022,129

66,695

1 ,O19,751,499

1107111226

't167080416

01 702631 80280

0170273733939

0170263318584

01 023033223900

01003000904002

01023000904000

01003000904001

01 141 1 621 80500

01 1 3601 1 31 7300

478338001 2

M-pesa

t M1712463876

lvllv\1608200071

MM1608200073

227371

01 1 5001 1 31 7305

03-10-00030-7

1100162666

01 288032s1 s200

0102103251 5200

Kes Kes

119,467

33,750

63,91 3,935

685,640

1,040,950
- 905,700

1 1 3,821,955

446,724,533

55,777,639
zz1,326,020

?.0,749,307

2,597,375

18,599,790

944,484,560

17,344,344,406 16,705,O95,649

Account NumberJune 30 2021 June 30 2020
Balance as at Balance as at
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