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1. ACRONYMS AND GLOSSARY OF TERMS

The foltowing tist of acronyms and gtossary of terms shatt be used in the annuat report and financial

statements of NHIF. They comprise as fottows: -

cEo
CHVs
CHWs
coG
COTU
CPAX
cP5
cs
DCI
DFS
EDUAFYA
ENG.
ERP
FKE
FUND
FY
GOK
HCP
HEFREP
HISP
HOD
tAs
,8 R
,FRS
IPSAS
KES
Ktstt
KPS
KRA
tAOH
ttou
NC-COF
NHIF
NH5
NPS

^rrOAG
ocoB
ocR
oHs
OPPSD
PFIA
PPADA
PS

QVTERIA
REP,
s8P
UHC
USAID

Chiel Executive OlJicer
C o mmu ni ty H eol th Vol u n te e rs.
Community Heolth Workers,
Council of Governors,
Centrol Organizotion ol Trode Union.
Certilied Public Accountant of Kenya.
Certi lied Public Secretary.
Cobinet 

'ecretory.Di rectorote of C ri mi nal I nvest igotion.
Di rector, Fi nonci ol SeNices
Secondory School ltedicol Scheme-
Engineer.
Ent erprise Resource Planni n9 Syst em
Federation of Kenya Employery.
Relers to Notionol Health lnsutonce Fund.
Finonciol Yeor
Government ol Kerrya.
Health Corc Proider
Health Financing ReforfiE Exot.rts Ponel
Heolth lnsuronce Subsid/ Progrom,
Head of OeFnrtment
I n t e t no t i onal A ccoo n t i nS Stando rds
lncurred But Not Reported.
lntemational Finonciol ReWfting Standords,
lnternotional Public Sector Accounting Stondords
Kenyon Shilllng
Kenyo lnstitute of Supplies *lonogement.
Kenyo Prisons SeNice
Kenyo Revenue Authotity
*linistry of Heolth.
*le morc ndu m ol Associ o t i on.
Notionol Government Consti tuencies Development Fund
Notional Health lnsurance Fund.
Notionol Health Scheme.
Notlonol Police Servi@
Notiottdl Tre6ury.
Oflice of the Auditor Genercl.
Oflice ol the contrcller of Budget.
Ou t st andi ng C lai ms R eseNes
Occurytional Heolth & Solety
Old Perso$ & Persons with Severe Disobility.
Publ i c Fi nanc e tAonageme n t.
Public Procurement ond Asset Disrysol Act.
tuincipol Sectetory.
NHIF ERP

Representotive.
Speciol benelit Nckoges.
Universol Heolth Coveroge.
Unlted Stotes Agency for lnternotional Oevelopment
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2. KEY NHIF INFORMATION

a) Background information

The Nationat Heatth lnsurance Fund (NHIF) was first estabtished under the NationaI HospitaI lnsurance

Fund Act (Cap. 255 of the Laws of Kenya) in 1966, transformed into a state corporation by the National

Hospitat lnsurance Fund Act, No. 9 of 1998, and presentty being regutated by the Nationat Heatth

lnsurance Fund Act No. 9 of 1998 (Revised 2022).

NHIF's mandate is to sustainabty register beneficiaries, generate revenue and pay for heatth benefits

for its members, The key detiverabtes are securing financia[ risk protection against the catastrophic

effect of out-of-pocket spending on heatthcare services for atl Kenyan residents through prudent

financiaI management of members' contributions and other resources.

Membership is open to all Kenyans who have attained the age of 18 years and covers members and

their dectared dependants (spouse and chitdren). Services are avaitabte in 156 service outtets

inctuding 70 futty-ftedged branch offices, 33 satettite offices, and 53 Huduma Centres countrywide.

As strategy to bring services ctoser to members, the Fund has avaited setfcare ptatforms both on

mobite and web portat, as wett as a 24-hour calt centre.

b) Principal Activities

NHIF is mandated to: -

1. Receive contributions and other payments.

2. Make payments out of the Fund to declared hospitats.

3. Set criteria for the declaration of hospitats and to declare such hospitats in consuttation with

the Cabinet Secretary.

4. Regutate the contributions payabte to the Fund, benefits and other payments made from the

Fund.

5. Protect the interests of contributors to the Fund.

6. Advise the Minister on the national poticy to be fottowed regarding national heatth insurance

and to implement aU Government poticies relating thereto.

7. Facititate attainment of Universal Heatth Coverage (UHC) with respect to heatth insurance.

8. Administer emptoyee benefits as provided under this Act on behatf of emptoyers in respect of

their employees.

9. Perform such other functions as are conferred on it by this Act or by any other written [aw.

llt
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Vision

Io be the trusted and valued partner in Securing the heatth of our community.

Mission

To enhance equitable and sustainabte health and wettbeing of our community, cushioning them from

financial hardship.

Core Values

i) Find a Better Way: This is about continuous improvement, creatiyity and innovation, and not

letting emerging chattenges prevent us from achieving our objectives.

ii) We Make a Difference: ln the Funds decisions and detivery of services, there witl be a

deliberate effort to enhance the quatity of customer seMces.

iii) We Win Together: NHIF recognizes that the achievement of obiectives and its corporate

vision require teamwork, strategic partnerships and involvement of a[[ stakeholders, inctuding

its clientele and Kenyans at targe. Thus, the need for togetherness and joint efforts.

iv) Do the Rlght Thing: lntegrity is necessary for effective execution of the Fund's mission. ln

the day-to-day duties, the Fund witt remain behotden to high standards of integrity, knowing

that making the right decision will atways take us a step closer to our vision.

Customer SeMce Charter

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

.a Treating with courtesy and respect.

.:. Uphotding professionatism in serving.

.:. Providing quatity service.

+ Being accessible.

* Providing accurate, relevant, timety and ctear information.

+ Being responsive to customer needs and expectations.

+ Monitoring and evatuating customer satisfaction levets.

* Handting alt customer information with utmost confidentiality.
.:. Uphotding ethics in a corruption free environment,
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c) Board of Directors

The Board of Directors are representatives of atl key stakeholders and are charged with the running

of the Fund through poticy formutation and decision making on att poticy matters. The Directors who

served the Fund during the year ended June 30, 2023, were as fottows:

1.

z.

3.

4.

5.

6.

7.

8.

9.

10.

11.

12..

NAIAE

Eng. Michael Kamau

Dr. Jason Kap kinwok,

Mr. Andrew Mugambi,

Mr. Michaet Kahiti

Mr. Harry Kachuwai Kimtai

Dr. lsabetla l,{aina

Dr Andrew. W. Onyino

lvls. lrene Moraa Ogamba

,\lr. Dennis Muthomi Gitari

Mr. Albert Obed Njeru

Dr. Rachel M. Monyoncho

Dr. Samson Kuhora

MLE/ REPRESENNNG

Chairperson

Vice Chairperson, CS Appointee MOH

CS Appointee MOH

Atternate Member, CS Nationat Treasury

PS Ministry of Heatth

Atternate Member, PS Ministry of Health

Kenya MedicaI Association

Rep. of Councit of Governors

Rep. of Council of Governors

Central Organisation of Trade Unions

Federation of Kenya Employers

Ag. Chief Executlve Officer & Secretary

DATE OF APPOINTIAENT

23'd Dec 2072

73'd Dec 2072

23'd Dec z0zz

24s Nov 2021

l6thMay 2023

22d Sept 2020

25th March 2022

20th Jan 2023

20th Jan 2023

25th Alarch 2022

13th July 2022

13th March 2023

Other directors who served and teft the entity during the first hatf of 2027/7023 ate as
listed betow.

NATE

1. Hon. Lewis Nguyai

2. Mr. Domlnic Ndegwah

3. Dr. Richard T. Kamau

4. rils. Susan rilochache
5. Mr. Ben Wakhungu

6. Dr. Sllpah Orrich
7. Dr. Peter Kamunyo

3. En8. Peter Tum rcplagat

TITLE/ REPRESENTING

Chairperson
CS Appointee Ministry of Heatth
CS Appointee Ministry of Heatth
PS Ministry of Heatth
Rep, of Councit of Governors

Rep. of Council of Governors

Chief Executive Officer & Secretary

PS Ministry of Health

LEFT ON

23'd Dec 2022

23^' Dec 2022

23'd Dec 2022
1r Dec 2022
20th Jan 2023

20u Jan 2023

13th March 2023

166 May 2023
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d) Other Key lnformation of the Fund

Registered Office/ Headquarters

NHIF Buitding
Ragati Road

P.O. Box 30443, 00100
Nairobi, KENYA

Ag. Chief Executive Officer
Dr. Samson Kuhora Kairang'a
P.O. Box 30443, 00100
Nairobi.

Corporate Bankers

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

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

NCBA Bank Kenya Ptc
Mara Rd, Upper hitt
P.O Box 44599-00100
Nairobi Kenya

lndependent Auditors

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

Corporate Contacts

Telephone: (254) 020 277325516
E-mai[ : info@nhif.or.ke
Website: www.nhif.or.ke

Ag. Corporation Secretary
CS Ruth Makattah
P.O. Box 30.,143-00100

Nairobi

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

Equlty Bank Limlted
Community Branch
P.O Box 8181 -00100

Nairobi, Kenya

Actuarial Consultants

Kenbrlght Actuarial & Flnancial Services
ACK Garden House, Block D

P O Box 28281 - 00200

Nairobi, Kenya
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Principal Legal Advisers

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 401 12

City Square 00200
Nairobi, Kenya

Robson Harrls Advocates LLP

Transnational Ptaza, 6th Ftoor

P.O. Box 67845-002fi), Nairobl

Ogejo, Omboto & Kljala Company Advocates

Flamingo Towers, Mara Road, 3rd ftoor

P. O. Box 21 193-00505, Nairobi

Moronge & Company Advocat€s

Electricity House

P. O. Box 44289-00200, Nalrobi

vll
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3. THE BOARD OF DIRECTORS

Name Academic Qualifications

Eng. Michaet Kamau, CBS, HSC
Chairperson

Date of Birth: I September 1958

Qualifications

i{aster of Science in Engineering - University of New Castte Upon
Tyne, UK

Bachelor of Science in Civit Engineering - University of Nairobi

Work Experience

o Aprit 2013 - March 2015: Cabinet Secretary, Transport &
lnfrastructure

. Oct 2007 - lrtay 2013: Permanent Secretary, Ministry of Roads

Date of Birth: 12th August 1982

Dr. Samson Kuhora Kairang'a
Ag. Chief Executive Officer

&
Secretary

Mr. Harry K. Kimtai, CBS

PS Ministry of Heatth

Qualifications

. Master of Science in Epidemiotogy, London Schoot of Hygiene and

Tropicat Medicine, U. of London
. Master of Business Administration, Jomo Kenyatta university of

Agricuttu re and technology
. Bachetor of Pharmacy (B.Pharma.), University of Nairobi
. Member HEOR, SAA & PSK

Work Experience

. March 2023 - Date: Ag. Chief Executive Officer, NHIF

. Dec 2020 - Mar 2023: Technicat Advisor/ Head Benefits Design &

Ctaims, NHIF

. July 2019 - Dec 2020: Ag. Head Benefits & Ctaims, NHIF

. Aug 2017 - July 2019: Manager Claims Management, NHIF

. Aug 2017 - Aug 2017: Manager Healthcare Contracting, NHIF

. Mar 2013 - Aug 2017i Technical Advisor Kenya, A|DS Response

Program
. 2010 - 2013: HSC Specialist/ Pharmacist CRS Kenya, AIDS Retief

Date of Birth: l3rh December 1958

Oualifications

Master of Phitosophy Economics in Regional Planning and Economic
Devetopment, Bhopat University lndia
l,laster of Arts in Economics, Bhopal University lndia
Bachelor of Arts degree in Economics, Bhopat University lndia

$-tlt
iD
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I

Dr. Jason Kap Kirwok
Appointee Cabinet Secretary

Ministry of Health

Dr. lsabetta Maina
Alternate Member / PS

Ministry of Health

work Experience

. 2023 to Date: Principat Secretary, State Department for Medicat

SeMces, Ministry of Health
. 2023 to 2O18: Principat Secretary, State Department for Livestock

Ministry of Agricutture
. 2017 to 2016: Director Capital l{arkets Authority
o 2014 to 2q)8: Generat l{anager at Branded Fine Foods Ltd

. 2(X)6 to 2003: Principat Revenue Officer, KRA

Date of Birth: 28th February 1960

Qualifications

. Master's in Business Administration Eastern University, St Davids

PA USA

. Bachetor of Science - University of Nairobi

. Certificate in Strategy Devetopment & Execution - The Wharton
Schoot

. Certificate in Leadership Devetopment - University of Cape Town

Work Experience

. Oct 2019 - Date: Board Director Kenya Trade Remedies Board

. 2018 - Date: Chief of Party, USAID/RIGO-SSA

. June 2019 - Oct 2015: Non-Executive Board Director, Kenya

Airways
. July 2018 - Aug 2017:. Senior Strategic Advisor, Trademark East

Africa
. July 2017 - Nov 2012: Senior Director TMEA-EAC partnership,

Trademark East Africa
. Nov 2012 - June 2010: Country Director, Trademark East Africa

Date of Birth: 27th December 1970

Qualiflcations

. Ph.D. in Pubtic health (Ongoing)

. ,{aster's Degree in pubtic Heatth (UON)

. Diptoma in Heatth systems management (Galitee)

. Post graduate Diptoma-management of sexuatly transmitted
infections (UON)

. Fetlowship Health systems management (fitahidot)

. Bachetor's Dentat Surgery (UON)

lx
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t I

Mr. Michaet Kahiti
Alternate Member / Cs

NationalTreasury

Dr. Andrew W. Onyino
Kenya Medical Association

lr

tr
1": .

L

Work Experience

2019 to date: Head, Division of Healthcare Financing, Ministry of
Heatth
2017 lo 2019: Deputy Head, Universal Heatth Coverage,
Coordination Department, Ministry of Heatth
2013 to 2017: Head, Heatth Sector monitoring and evatuation unit,
Ministry of Heatth

Date of Birth: 1't January 1965

Qualifications

Master's degree in Economic Poticy Management
University
Bachetor of Economics - Unjversity of Nairobi

Makerere

Work Ex nence

July 2020 - Date: Director of Planning - NationaI Treasury
(Experienced in facititation compitatjon of externaI borrowing ptan

fjnanciat negotiations on eternatty funded devetopment projects)
Feb 2006 - Jan 2021: Head of Centrat Ptanning & Project
Monitoring Unit

Date of Birth: 30th August 1983

Qualifications

Masters, Plastics and Reconstructive and Aesthetics Surgery-
University of Nairobi
Fettow, Capacity Buitding for Effective Heatth (CBEH), Human

Resource in Heatth
Bachelor of Medicine and Bachetor of Surgery degree - University of
Nairobi

Work Exoerience

July 2020 - Date: President, Kenya Medical association
Consultant Plastics and Reconstructive and Aesthetics surgeon " KNH

(Health regutation, poticy devetopment and implementation)
November 2014 - October 2019: Devetoped together with IFC-

World Bank and other sister regulatory bodies, the joint Heatth
lnspection Checktist for the Ministry of Heatth that focused on
patient safety

\
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Ms. lrene Moraa Ogamba
Rep. Council of Governors

tli

r
Mr. Dennis Muthomi Gitari
Rep. Council of Governors

November 2015 - October 2016: Consultant Program Officer-
Ctuster Team Lead, lrriA Wortd Health USAID Afya Jijini Project
Aprll 201.1 - November 20,l5: Technicat Officer, Liverpoot Schoot

of TropicaI A{edicine

Date of Birth: 1't January 1972

Qua lifications
Master of Laws (LLM) (Governance, law and Democracy), University
of Nairobi

Post 6raduate Diptoma in Law, Kenya School of Law

Bachelor of Law (LLB), Nagpur University

\ryork Experience
October 2020 to date: Director LegaI Services, Councit of
Governors

Dec 2013 to Oct 2020: Manager Legat and Board Affairs, Nationat
lndustriat Training Authority
July 2010 to Nov 201 3: Principat State Counset, Ministry of Gender,

Chitd ren and SociaI Devetopment

Sept 2001 to July 2010: Senior State Counset, Department of
Administrator-Cenerat
'1999 to 2001: Legat Associate, Macharia Mukiri & Company
Advocates

1996 to 1999: Pupittage, Hotding Over and Associate, Somaia &
Company Advocates

Date of Birth: 12th June 1989

Oualifications
A{aster of Laws (Candidate) , University of Nairobi
Post Graduate Diptoma in [aw, Kenya School of Law

Bachelor of Laws (LLB Hons)

Work Exoerience
2017 - Date: ,{anaglng Partner & Head Litigation Gitari & Co

Advocates

2016 - 2O17r Legal lntern, Ashioya, ,ilogire & Nkatha Advocates

xt
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Date of Birth: 31't December 1959

Qualifications
Certifications in SociaI Security
Certifications in Sociat Heatth Protection

Work Experience

Secretary Generat of KUDHEIHA Workers (Accounts and a ditigent
defender of workers' rights)

Date of Birth: 28th l arch 1963

Ouallfications
Doctor of Phitosophy (Ph.D.) Organisational Theory and Behaviour-
Universlty of Nalrobi
Master of Buslness Adminlstration - Strategic anagement and
lnternationat Busin6s - Unlversity of Nairobi
Bachelor of kience in Chemistry, Botany and Zootogy - Punjabi
University

Work Experience

. 2015 to date: lndependent management consuttant and part-time
University teaching.

o 2009 to 2011: Human Resource Director, G4S Security Limited
. 2006 to 2008: Human Resource ftlanager, Northtand and Eastern

Africa Coca-Cota Subgroup

Date of Birth: 8rh March 1974

Qualifications

Post Graduate Diploma in [aw, Kenya Schoot of Law

Bachelor of Laws (LLB Hons), University of Nairobi

Work Experience

2006 to date: Partner, Dentons Hamitton Harrison & Mathews.

2005 to 2006: Senior Associate, Dentons Hamitton Harrison &

Mathews

2004 to 2005: Associate, lseme Kamau & Maema Advocates
(Nairobi)

1999 to 2004: Associate, Bowyer Mahihu & Co Advocates (Mombasa)

Mr. Atbert Obed Njeru
Central Organisation of Trade

Unions(K)

Dr. Rachet Monyoncho
Federation of Kenya

Employers

Mr. Andrew Mugambi Mwiricia
Appointee Cabinet Secretary

Ministry of Health

xll
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CS. Ruth Makattah
Ag. Corporatlon Secret ry /

Head Legal SeMces

xllr
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4. KEY MANAGEMENT TEAM

The Key Management team is comprised of the Ag. 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 fottowing are the key management of the Fund.

Name Academlc Qualiflcations

. ,{aster of Science in Epidemlotogy, London School of
Hygiene and Tropicat ,{edicine, U. of London

. l{aster of Business Administration, Jomo Kenyatta
unlversity of Agricutture and technotogy

. Bachetor of Pharmacy (B.Pharma.), Unlversity of Nairobi

. Member of Heatth Economics & Operations Research

. iiember Society for AIDS in Africa (SA ). l{ember Pharmaceutical Soclety of Kenya (PSK)

Dr. Samson Kuhora Kairang'a
Ag. Chlef Executive Officer

Master of science in lnformation Systems

Master of Arts - Project Ptanning & Management
Bachelor of Science (lnformation Systems)

Diptoma in Computer Systems

Mr. Washington Okoth
Ag. Dlrector ICT

ilaster of Business Admlnlstration (Flnance)

Bachetor of Arts (Economics)

Certifled Pubtlc Accountant Kenya

}tember of ICPAK

CPA. Fransisca Mwanza
Ag. Director Financial SeMces

xlv
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Mr. Joseph Tonui
Head, Admlnistratlon Services

Bachetor of Education
Higher Diptoma in Human Resource
Member of lHRll
Member of KIM

. lrlaster of Business Admlnistratlon - Finance

. Certified Public Accountant Kenya

. Certified lnternal Quatlty Ass€ssor

. lilember of ICPAK

. ember of llA - Kenya Chapter

Master of Business Administration
Bachetor of Science in Apptied Geotogy
Strategic Leadership Devetopment Programme (SLDP)

Senior Management Course (SMC)

PhD, Devetopment Studies
,{aster of Arts (Rurat Sociotogy)
Bachetor of Arts (Communications)
Postgraduate Diploma in lrtarketing Management
Higher Diptoma Levef 7, Chartered lnstitute of Public
Relations (CIPR)

Diploma fevet 6, Chartered lnstitute of Marketing (ClM)

I'tember of fitSK, PRSK & MCK

CPA. Rodgers Miranyi
Ag. Head, Process & Systems Audit

L
Ati AMuttahi lssack

Head, Provlder ltanagement

Dr. Phytlis Nyakiba
Head, Marketing & Communlcation

.-

I
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Master of Arts Sociotogy (Community Devetopment and
Project l{anagement) - Egerton University
Bachetor of Arts, Economics and Sociology - Egerton
University
Certificate of Proficiency (COP) - Cottege of lnsurance
Certificate in Credit Management . Schoot of Credit
Management

Strategic Leadership Devetopment Programme (SLDP)

Master of Business Administration (Finance)- UniveEity of
Nalrobl
Bachelor of Arts (Economics)- Kenyatta University
Certified Public Accountant (K)

Senior Leadership Devetopment Program (SLDP)

Certiflcate in Generat lmurance- Cottege of lnsurance of
Kenya
Certificate in Professional Marketing - ,larketing Society of
Kenya
Certificate in Heatth Financing Poticy for Universal Hea[th
Coverage- WHO

Member of ICPAK & ,rlSK

Master of Business Administration (MBA)

Post Graduate Diptoma in taw (Dip, Kenya Schoot of Law)
Bachetor of Laws (LLB)

Certified Pubtic Secretary -CPS (K)

Member of the Law Society of Kenya (LSK)

?
Mr. Gibson Muhuhu

Head, Beneficiary Management

(D
CPA. Daniel Mutinge

Ag. Head Policy, Strategy &
Planning

CS. Ruth Makattah
Ag. Corporation Secretary/ Head

Legal Services
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l

Mr. Oscar Amwoga
Ag. Head Human Resource

Dr. Pameta Nyaboke
Ag. He.d Supply Chaln

. li8ter d 8lrsines Adrnlnlstratlon (Hurnan R6ource
A{an$sncnt). 8rchator of Arts

. llldEr Dlptoma ln t&mrn Rcsourcr,,tsnagcmcnt

. Scfild rilsulcm.rtr Cqse. Sanlor tcrdcrlrlp DErtt{opmert Profrarn (olro!r8)

. ,rtaflrbar of lmtttlte of lfumrn Rcsource ilarqcment

Ph.D. in Suppty Chain Management
Master in business administration (Procurement & Logistics)
Bachetor of Purchasing & Supplies Management

Postgraduate Diptoma in Purchasing and Suppties

Member - Chartered lnstitute of Purchasing and Suppties
(crPs)

Member - Kenya lnstitute of Suppties Management (MKISM)

KISM Licensed Practitioner
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5. CHAIRMAN'S STATEMENT

Dear Members and Stakehotders,

I am pteased to present NHIF's financial statement and annua[ report for the period ending June 30,
2023, demonstrating our robust financiaI performance amidst chattenging economic conditions. NHIF

has remained committed to sound financiat management, transparency, and good governance, which
has led to several noteworthy achievements.

NHIF achieved significant governance milestones, inctuding the successfut amendment of the NHIF

Act and the drafting of Regutations that witt facititate its operationatization. These advancements
underscore our dedication to maintaining a robust governance framework, ensuring comptiance with
regutatory requirements, and enhancing our abitity to serve our members effectivety.

Our strategic focus on fiscaI prudence and revenue diversification has yietded favourabte outcomes,
As of June 30,2073, NHIF recorded totat contributions and premiums amounting to KES 81 bittion,
reftecting an increase of KES 3.2 bittion compared to the corresponding period in the previous year.
This revenue growth is a testament to the confidence our members and stakehotders ptace in NHIFS

financiat stabitity and services.

\

,l

J
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NHIF remains steadfast in our commitment to optlmlzing benefits utitization white maintaining
financial sustainabitity. Our toss ratio of E7S, is catcutated as beneflts pay-out of Kes. 70.8 biuion
against contributions and premiums of Kes. 81 biltion, demonstratg our abiuty to strike a prudent
balance between futfitting our members' healthcare needs and safeguarding the Fund's long-term
financial heatth.

l,{oving forward, NHIF continues to ptay a pivotat role in expanding healthcare coverage and advanclng
the vision of Universal Heatth Coverage for at] Kenyans. We recognize the evo(ving healthcare
tandscape and remain agite in adapting our strategies to rneet the dynamic needs of our members
and stakehotders. cotlaborating with tt}e Government, private sector, and other stakehotders, we are
committed to realizing the uHc agenda and emuring equitabte access to affordable and quatity
heatthcare services acroBs the nation.

on behalf of the Board of ,rtanagement, I extend our deepest appreciation to our esteemed members,
vatued stakehotdeB, and dedicated staff for their unwavering support and commitment to NHIFS
mission' Your trust and partnershlp have been instrumentat in driving our success and reaffirming
NHIFS position as a leading ptayer in the heatthcare sector.

we remain focused on our commitment to excettence, flnanciat prud€nce, and enhancing the wett.
being of our members. Together, let us embrace the chattenges and opportunities ahead as we strive
to buitd a heatthier and more prosperous future for alt.

CHAIRPERSON . BOARD OF DIRECTORS
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6. REPORT OF THE AG. CHIEF EXECUTIVE OFFICER

t\rl --

The period ending June 2023 report showcases our robust financiat performance and strategic

initiatives aimed at enhancing membership, optimizing revenue, and achieving sustainabte growth.

Our prudent financial management and strategic revenue diversification have contributed to an

improved revenue performance compared to the same period in the financial year 2071172. As of

30th June 2023, NHIF coltected KES 81 bittion in contributions and premiums, marking an increase of

KES 3.2 bittion compared to the previous year's performance. Notabty, KES 38 bittion was coltected

under the Nationat Heatth Scheme (NHS), compared to KES 33.8 bittion the previous year, white a net

contribution of KES 42.5 bittion was realized after inctuding statutory contributions for enhanced

schemes.

White the revenue performance was impressive, the benefits payout went up significantty. As of 30th

June 2023, benefits pay-out amounted to KES 70.8 bittion against contributions and premiums of KES

81 bittion, resutting in a loss ratio of 87%. This scenario resutts from strategies to increase beneficiary

awareness to ensure increased uptake and retention.
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As a resutt, the period under review saw NHIF experience membership growth, u/ith the totat number

of principal members reaching 16,210,351 , representing a year-on-year increar of 751 ,1 19 members.

This expansion signats rtrong market p€netration and underscores the value of our healthcare

offerings to the Kenyan poputace.

Our focus on member retention has yletded favorabte results. As of 30th June 2023, the overatt

retention rate stands at 449. Notabty, the formal sector achieved an improved retention rate of 78%,

reftecting our ability to maintain tong-term engagement with this key segment. ln contrast, the

informat sector and sponsored program recorded retention rates of 22% and 52%, respectlvety,

hightighting opportunities for targeted improvement.

To fortify our position as a leading provider of heatthcare sotutions, NHIF has embarked on strategic

initiatives and partnerships. We have strategicatty engaged in partnerships with various financlat

institutions, imptementing lnsurance Premium Financing (lPF) options for NHIF members. This

approach may b€ effective in reducing defautt rates and enhancing revenue streams. Cotlaboratlons

with institutions such as the Nationat Bank of Kenya, Kenya Commerciat Bank, Equity Bank, and Sebin

Technologi6 witl relnforce our position as a teading provider of heatth insurance sotutions.

Further, NHIF has strategicatty atigned with institutions such as Kenya Revenue Authority (KRA),

Kenya Nationat Bureau of Statistics (KNBS), Kenya Tea Devetopment Authority (KTDA) ttd, Long-

Distance Drivers and ConductoB' Association (LoDDCA), Kenya Union of Savings Credit Cooperative

(KUSCCO) Ltd, and Medinsure Ltd. These partnerships witt not onty improve member enrotment and

coverage but atso enable us to tap into new markets, fostering sustainabte growth prospects.

NHIFs financiat performance reflects our co.nmitment to responsibte financiat managernent,

membership growth, and market expansion. We are dedicated to advancing our mission of providing

accessible and quatity heatthcare services to alI Kenyans.

DR. N KUHORA KAIRANG'A.
AG. CHIEF EXECUTIVE OFFICER
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7. NHIF STATEMENT OF PERFORAAANCE AGAINST PREDETERI,IINED OBJECTIVES FOR FY ZO22l23

ln the formutation of the Strategic Ptan for the period 2018-2022, the Fund crafted its strategic goats

and objectives in alignment with the Nation's Primary Goat of attaining Universat Heatth Coverage.

The strategic focus was centred on four pivotal thematic areas: Quality Health lnsurance Coverage,

Strengthening the Financial Base, Augmenting lnstitutionat Capacity, and Cultivating Stakehotder

Alliances and Partnerships. However, in recognition of dynamic shifts within the Fund's operationat

landscape and adherence to industry best practices, a comprehensive mid-term review was

undertaken in the financiat year 2070171. This revision precipitated noteworthy modifications in the

organization's vision, mission, and core value statements. The vision was reviewed to " To be the

trusted and vatued partner in securing the heatth of our community," white the mission was redefined

as: " To enhance equitabte and sustainable heatth and wettbeing of our community, cushioning them

from financial hardship." Further, the core vatues were reviewed to; "Find a Better \ryay," "We Make

a Difference," "We Win Together," and "Do the Right Thing."

The revised 2018-ZOZZ Strategic Ptan was strategicatly anchored on four key pittars, signifying the

Fund's commitment to its overarching objectives; Achieve Financiat Sustainability, Achieve 100%

Heatth lnsurance Coverage for atl Kenyans, Enhance Operationat Efficiency with Focus on Customers,

Process Standardization and Automation and Enhance lnstitutionat Capacity."

Summa ofP ress Achleved Accordln to Balanced Scorecard P tlves

Flnancial
Perspective

Achieve Financia[ Sustainabitity
by end of 2022

revenueTo lncrease
cottection

75 11 ,a

Customer
Perspective

StriYe to Achieve 100% Health
lnsurance Coverage for all
Xenyans by 2022

To Engage &' Educate
Customers

20 15 75

To Enhance Operationat
Exceltence

lnternal Process

Enhance Operational Efficiency
with Focus on the Customer,
Process Standardization and
Automation

To llanage Risk
22 14 63.6

Organizationat
Capacity

Enhance lnstitutionat Capacity
Buitd a HiSh-Performance
Culture 29 t8 62

PERSPECTIVE STRATEGIC GOALS {PILLARS) STRATEGIC OBJECTIVES PERFORMANCE AGAINST TARGETS

l,,l rl 9L 59 67

a,r';)i,",,1
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The 2018-2022 strategic ptan was structured across the four key Batanced Scorecard perspectives:

Financiat, Customer, Process, and OrganizationaI Capacity.

Under the Financiat Perspective, there were 25 initiatives, of which 15 were successfutty compteted

within the designated strategic ptan imptementation period, yielding an achievement rate of 48%. On

the other hand, the customer perspective had 20 initiatives, with 15 being successfutty accomplished,

which is a 75% achievement rate. Simitarty, the internal process dimension comprised 22 initiatives,

out of which '14 were satisfactority executed, resutting in a performance rate of 63.6%. Lastty, the

organizational capacity perspective achieved a score of 62%, having executed 18 out of the totat 29

initiatives set for imptementation.

Comments on the Organization's Strategic plan

During the execution of the Strategic Ptan for the period 2018-2022, Significant achievements were

reatized inctuding.

. A remarkable increase in membership from 7.65 mittion in 2017118 lo an impressive 16.2

mittion principat members as of June 2023.

. Revenue grew from KES 50 bittion in 2017 I 18 to KES 81 billion as of June 2023 reftecting a 52%

increase,

. The successful enactment of the NHIF (Amendment) Act 2022, strengthening the UHC

legistation.

. lmptementation of cutting-edge E-ctaim and biometric identification systems, enhancing

efficiency and accuracy in service delivery.

. A comprehensive revamping of the NHIF website and the enhancement of setf-care portals,

atong with the introduction of an ontine registration ptatform, fostering user accessibitity and

convenience.

. lntroduction of the'155# USSD code and NHIF App, providing members with additional user-

friendty channets for engagement.

. The enhancement of catl center operations lo a 74/7 service, guaranteeing uninterrupted

access to NHIF services and steadfast support for our esteemed members

Vatuabte insights were garnered throughout the imptementation process, offering important lessons

for consideration. These tessons inctude:

Timely Eudget Approval: The timety approval of budgets proved pivotat in ensuring the prompt

execution of ptanned activities. This necessitated active engagement with retevant stakehotders to

facititate a seamtess workftow.
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Timely Premium Remittance: Detays in the remittance of premiums for government programs had

adverse effects on the organization's financial stability. Ensuring the prompt remittance of premiums

by sponsors is of paramount importance in maintaining a heatthy financiat position and sustaining day

to day operations of the Fund.

Digital Transformation: The ongoing digitat transformation initiative remains imperative for efficient

and effective service detivery. Embracing digitat sotutions can enhance operational efficiency,

etevate the member experience, and facilitate seamtess access to heatthcare services.

Operationalizing the Amended NHIF Act: The successful operationatization of the amended NHIF

Act in support of UniversaI Health Coverage (UHC) necessitates continuous engagement with relevant

stakeholders. Effective imptementation strategies are vital to harness the opportunities presented

by tegistative changes.

Suitable Premiums: Regutarty reviewing premiums for enhanced schemes is essentiaI to ensure their

Iong-term sustainabitity and atignment with the benefit packages,

Resource Management: Robust resource management practices,

attocations, staffing, and infrastructure with strategic priorities,

objectives effectivety.

including atigning budgetary

are pivotat to reatizing set

Stakeholder Engagement: Regular reviews and sustained engagement with stakehotders are

indispensabte to optimize the vatue and outcomes of enhanced schemes.

Effective Communication: Establishing ctear and transparent communication channets is

instrumentat in fostering understanding, atignment, and active participation in the execution of the

organizational strategy.

These tessons accentuate the importance of proactive strategies and cotlaborative efforts to navigate

chattenges and achieve the organization's mission effectivety.

Projections and Next Steps

The Fund witt strategicatty atign its trajectory with the Bottom-Up Economic Transformation Agenda

(BETA) and the Kenya Vision 2030 Medium Term Ptan (MTP lV), with a specific focus on Universat

Heatth Coverage (UHC). As part of the commitment to ensuring affordabte and accessibte heatthcare

services for att, the Fund has set bold targets, inctuding a doubting of revenue cottection. Revenue is
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projected to increase to KES 191 bittion by the conctusion of the Strategic Ptan imptementation period

in 2073-7027 .

Furthermore, one of the Fund's strategic goats is to expand enrotment to encompass '12 mittion

househotds by the fiscat yeat 7027 /28.ln pursuit of enhanced service detivery, the Fund has ptanned

to acquire a new Enterprise Resource Ptanning (ERP) system. This move is designed to fortify

automation, integration, and the security of ICT systems, fostering efficiency and retiabitity.

Additionatty, the Fund witt augment the value offered to members through implementation of the

UHC benefit package. At the same time, the Fund takes cognizance of the need to bolster

organizational capacity. This effort witt involve a comprehensive reatignment of staff, with a

particutar focus on recruiting individuats with a medical background to fortify the Fund's capabitities

in ctaims and case management functions. These strategic initiatives exemptify the Fund's continued

dedication to detivering comprehensive and sustainabte heatthcare sotutions to her vatued members

and the broader community.

NHIFI
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8. 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 Eoard 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

(amended 2022). 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 accountability 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 (amended 2022) estabtishes the National Heatth lnsurance Fund to be

managed by a Board of Management. The Board of Management is ultimatety accountabte to atl

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 stakeholders'

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 Eoard continues to undertake annual setf-evatuations and reviews of its performance, which

inctude the review of the suitabitity of its composition, the diversity of skitls and experience on the

Board performance against the terms of reference and succession planning, together with the

performance of the Committees, Chairperson, Chief Executive Officer, and Fund's Corporate

Secretary.
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Board Responsibilities

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

formutating NHIF poticies and strategies and ensuring that business objectives, aimed at promoting

and protecting stakehotder vaIue are achieved.

The 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 futl and effective control over the Fund. The

conduct of Board members is conristent with their duties and responsibitities to the Fund, and they

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

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

to provide adequate and timety information on the Fund's poticies. lt atso considers an operational

report from the Chief Executive Officer; Management Accounting for each quarter; reports from each

Board Committee, specific proposats for capital expenditure and acquisitions; and major issues and

strategic opportunities for the Fund.

The Fund atso trains its Board members continuousty on Board processes. Members of the Board have

attended varied courses on Corporate Governance Principles and Practices.

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

Policy 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, financiaI management, economics, heatth, or business

administration.

2. The Principal Secretary in the Ministry for the time being responsibte for matters retating to

Heatth or his representative appointed in writing.

3. The Principat Secretary in the Ministry for the time being responsibte for matters retating to

Finance or his representative appointed in writing.

4. One person nominated by the Kenya Medical Association.

5. One person nominated by the Federation of Kenya Emptoyers.

6. One Person nominated by the Centrat Organization of Trade Unions.
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7. Two persons, not being Governor, nominated by the Councit of County Governors.

8. Two persons, not being public officers, nominated by the Cabinet Secretary; and

9. The Chief Executive Officer, who shatt be an ex-officio member of the Board.

'10. The Corporation Secretary who shatl be the Secretary to the Board

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 financiaI statements are prepared in accordance with

lnternational Financial 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 only 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 25.

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 witt be discussed in

addition to absotving themselves from making decisions on the respective business.

Transparency

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

the financiat statements are pubtished in the Fund's website.

Rote of the Chairperson vs. the Chief Executive Officer
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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 delegated 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 Management's decisions and instructions

on the general 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 goats

of NHIF.

Board Commlttees

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 the Committee and the Committee's detaited duties. AnnuaI performance reviews of

each Committee are carried out and presented to the Board. The Board has set up the fotlowing

committees:

I . Audit and Risk Committee

PositionOrganizationNo. Name of Member

1

2

3

I
5

Mr. Andrew Mugambi

Mr. Michael Kahiti

fir. Atbert Obed Njeru
Ms. lrene Moraa Ogamba

Mr. Rodgers Miranyi

Appolntee Ministry of Health
Att. Member/PS/ National Treasury

Centrat Organlzation of Trade Unions

CounciI of Governors

Ag. Head, lnternaf Audit

Chairperson

Member

Member
Member
Secretary

2. Flnance, lnvestment and Compllance Commlttee

1

2

3

4

5

Mr, Dennis M. Gitari
Mr. Michaet Kahiti

Dr. lsabetla Maina
Dr. Andrew Onyino

Dr. Samson Kuhora K.

Councit of Governors

Att. Member/PS/The National Treasury

Alt. Member/ Ps/Ministry of Heatth
Kenya MedicaI Association

Ag. Chlef Executive Officer

Chairperson

Member

Member

Member

Secretary

3. Operations, Strategy and lnformation Technology Committee

't

2

3

4

Dr. Jason Kap Kirwok
Mr. Dennis M. Gitari
Dr. Andrew Onyino

Dr. lsabetla Maina

Appointee CS Ministry of Heatth
CounciI of Governors

Kenya Medical Association

Att. Member/PS/Ministry of Heatth

Chalrperson

Member
Member
Member
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5. Dr. Samson Kuhora K. Ag. Chief Executive Officer

4, Governance and Human Resource Committee

Secretary

1

2

3

4
5

Dr. Rachel M. Monyoncho

Ms. lrene Moraa Ogamba

Mr. Andrew Mugambi

Mr. Albert Obed Njeru
Dr. Samson Kuhora K.

Federation of Kenya Emptoyers

CounciI of Governors

Appointee CS Ministry of Heatth

Centrat Organization of Trade Unions

Ag. Chief Executive Officer

Chairperson

Member
Member

Member
Secretary

Corporate Secretary

Alt 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 [itigious 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 financial statements. The auditor reports independently

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 annual report and financial statements for the year ended 30

June 2023. The annual report and financial statements present, in the opinion of 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.
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9. MANAGEMENT DISCUSSION AND ANALYSIS

IT{EAiBERSHIP & REVENUE

Alembership

The Law requires NHIF to register att etigibte Kenyans who have attained the age of 18 years and

above, together with their dependants as its members. The amendment of the NHIF Act and under

the UHC dispensation, NHIF witI provide heatth insurance coverage to att Kenyans. The financing is

expected to be from a cottection of three sources namety.

.l Statutory Contributions from sataried emptoyees both in the formal and informal sectors paid

for directly to NHIF as stiputated in the NHIF Act.

.:. lnformal Sector contributions for individua[ setf-employed contributors, paying directty to

NHIF. Those currently not contributing to be obligated to pay or through indirect means e.9.,

tax.

* Poor and Vutnerabte (indigents) persons' contributions. Through sponsorship by Nationat

Government, County Governments, and other sponsors/donors.

They membership can therefore be categorized into three categories: -

i) Formal Sector: Consists of emptoyed / sataried members from both the Private and the

Pubtic Sector. This category of members makes a monthty contribution between Kes 150

and Kes 1,700 based on their monthty income.

ii) lnformal Sector: Comprises of members who are setf-emptoyed or in organized groups.

They are from the micro-insurance sector and pay a monthty contribution of Kes 500.

iii) Sponsored Program: These are members in the informa[ sector who are paid for by

Government of Kenya or sponsors/donors.

Proposed Regulations on Member & Beneficiaries

The Amendments to the Act provides for mandatory registration. There are proposed regutations to

ensure mandatory registration of everyone over 18 years who is not a beneficiary and who is resident

in Kenya.
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Process of registration Can be done physically or ontine
. A person fills information & provides biometric data.
. NHIF verifies information & issues a member number

Rejection of apptication Apptication can be rejected in the case of:
. lncomptete or missing data
. Erroneous or false data

Amendment of Beneficiary A Member can either remove or reptace their spouses as a
beneficiary in the case of

. Divorce

. Death
A member must produce a copy of the fottowing documents
before any change is made

. Divorce certificate

. Death Certificate

oeregistration of a member A Member is deregistered upon death
Contributions of a deregistered member are retocated
to the surviving spouse
Where there is no surviving spouse, beneficiaries to
access benefits to the end of the period for which the
contributions have been paid

Offence A person who faits to register as a member commits an
offence and witt pay a penatty of not more that Kes. 20,000

ilember statistics

During the year under review, the total principal members in the database was 16,210,351. The

tabte betow shows the growth in registered members.

S.ctor

Format

lnformat

Sponsored Programs

Total

Crowth

Growth Proportions

2017tlC

4,159,630

4,487 ,777

714,784

9,362,11'l

20rur9
4,430,093

5,592,308

1,430,885

11,,153,286

201 20

4,566,&4

6,843,892

1 ,691 ,215

I 3,101 ,7r I

zn:rsnt

4,645,981

7 ,224,728

7,071,089

13,941,798

zolltu
4,822,423

8,157,860

2,478,946

15,459,229

*

1txut
4,967,191

8,674,61

2,573,479

16,210.351

34% 77% 14% 6% 5%

The above data inctudes members registered under the Government sponsorship programs namety,

HISP-OVC (253,400), HISP-OPPSD (58,800), lnua-Jamii (484,400) and UHC lndigents (9M,205). The
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data atso inctudes members registered at the service points and using the setfcare ptatforms such as

USSD Code, Mobite App and ontine registration.

Trends in membership registrations

New members registered as of 30th June 7073 was751,119 as compared to 1,109,196 in FY 207112027

(32% decrease), This dectine is attributed to tow registration of members across atl sectors as shown

in the tabte betow.

qnrt r D3lca
Quarter 1

Quarter 2

Quarter 3

Quarter 4

Total for the year

Quarter 1

Quarter 2

Quarter 3

Quarter 4

Totaltor the year

Quarter 1

Quarter 2

Quarter 3

Quarter 4

Total ,or the year

t&rmd.l F

2O2O/21

2021/22

2022123

ioatrdaaor
27,780

22,436

30,664

22,802

97,642

24,415

23,914

41,022

89,593

179,004

59,509
27,OO7

16,877

20,213

123,606

lnlr al SGlr
27 4,O21

118,489

200,958

130,398

723,466

360,03S

303,605

155,lt1
111,375

930,192

t32,499
120,580
218,942
155,492

627,5t3

Tot t
295,801

140,925

231,622

153,2@

821,548

384,510

327,519

196,199

200,958

1,109,196

192,008

147,587
235,819
175,705

751,119

Member retention per sector

Retention rate is based on the active members vis-d-vis the totat poputation registered. ln this

context, active members are defined as the members who have paid at teast one month's premium

in '12 months. The performance for lhe 202?123 year as per this indicator is as shown betow.

Formal 4,962,197 3,880,842 1A%

y.

Retention

(As at 30th rune 2023)

Enrolledmembers Activemembership

lnformal 8,67 4,681 1,877,417

$polptdPto$am 2,573,479 1,34a,652 52v.

TOrAt 16,210,3s1 7,106,911 44%

As of June 30th, 2023, the retention rate achieved was 44%. The format sector which constitutes 55%

of active membership, achieved a retention of 78% white the informal sector retention rate was 22%

and sponsored program retention at 52%.
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Revenue Performance

Overall

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

. Contributions from members (statutory, lnformat sector and sponsorship).

. New products (HISP - OVC and H|SP - OPWSD, Civil Servants & Disciptined Services Scheme and

Secondary SchooI Students).

. lnvestment income (interest earnings & rental income).

. The GoK Linda Mama project administered by Fund.

As at 30th June 2023, the Fund had received contributions and premiums totalting to Kes. 81.6 billion.

This was a Kes. 3.2 billion increase over the Kes. 78.4 bllllon cotlected in lhe 202112022 financiat

year.

National Health Scheme Revenue

Kes. 38.1 billion was cottected under the Nationat Heatth scheme (NHS) during the year ended 30th

June 2023. However, exctuded in these amounts are statutory contributions for the enhanced

schemes totatling to Kes. 4.4 billion. This therefore brings the net contributions under National

Health Scheme to Kes. 42.5 bltllon.

Table betow gives a summary of National Heatth Scheme net revenue earned during lhe Z0ZZ|Z073

financiat year.

STATUTORY CONTRIBUTIONS

Natlonal Health Scheme Ar ouNT (KES)

Standard Contribution 31,499,399,400
Setf Emptoyed Contributions
Penatties

Total
Other Schemes
Civil Servant MedicaI Scheme
NPS & KPS Medical Scheme 'l ,148,081 ,350
County MedicaI Scheme
Parastatats [edicat Sihehes

953,'t 34,100
472,859,871

I Retirees Schemes 11,070,000
4,377,783,721

6,224,474,538
367 ,487,218

38,091,361,156

1,847,638,400

D TOTAL
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Other lncome

lnctuded in the total revenue cottected was other incomes of Kes. 1,2fi),511,997. This income

comprises of; lnterest from lnvestment, Rentat lncome, Agency Commission, Miscellaneous Receipts

and Gain on Disposat, as disctosed in the Tabte betow.

OTHER lNCOI,IES A 4OUNT (KES)

lnterest on investment 903,350,929

Rental lncome 2n361,767
Agencf Commissions 2,495,681

Misceltaneous Receipts 17,303,620

Tottl r,200,511,997

lncome Dlstribution Chart

tNcoME suMM ARY FV 22123

NPs & XPS

6% Edu Afya

5Yo

HrSP OVC

2% HrsP (oPPSD)

o%

lndigent!
Sponsor5hip

(GoK)

8%

County MS

A% Parastatal Ms
3%

Retirees

1%

WIBA NPS/XPS

3%

WIBA CS

9%

National Heahh Scheme
gCivilServant

rEdu Afya
I HrsP (oPPSO)

IParastatal MS

! lndaSents sponsorship (Go()

INPS & KPS

!HtsP ovc
tcounty Ms
rRetirees

CivilServant
10%

Other
11%

National Health Scheme
49%
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Total Expenditure

Main areas of the Funds expenses inctude:

. Benefits Expenditure - payment to heatth care providers for the services rendered to the

members of the various schemes.

. Administrative expenses - personnel, office administration and other operating expenses,

. Capitat expenditure - Property, Ptant and Equipment and ICT retated expenses.

Beneflts Utlllzation (Loss Ratio)

Total benefits pay-out incurred as at 30th June 2023 amounted to Kshs. 70.9 billlon against

contributions and premiums of Kshs. 81.6 billlon. This reftects a loss ratio of 87% as iltustrated in

the tabte betow per scheme.

38,091,361,156 34,362,413,090 90%Nationat Health Scheme

lndigents Sponsorship (GoK) 5,000,000,000 3,329,282,962 s5%

CiviI Servant MedicaI Scheme 7,636,775,103 9,253,327,104 121%

NPS &. KPS Medicat Scheme 4,577 ,238,410 1,287 ,378,411 28%

Edu Afya Medical Scheme 4,050,000,000 4,324,442,836 107%

HISP OVC Program 1,520,400,000 5U,235,421 33%

HISP (OPPSD) Program 3s2,800,000 141,619,608 40%

County Medical Scheme 3,434,613,174 1,U7,009,767 48%

2,213,985,085 2,177,764,508 98%Parastatats Medical Schemes

934,659,385 219%Retirees Schemes 426,842,665

4,134,909,678 4,134,909,678 100%Linda Mama Program

2,295,594,440 2,393,503,620 104%WIBA NPS&KPs

6,861,836,585 6,401,863,737 93%wtBA cs

81,596,356,297 70,885,8ss,120 87%TOTAL

Contributions &
Premiums
(Earned)

Scheme Benefits Uti lization%
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Enhanced Scheme Recelvables

Receivabtes from Enhanced Schemes as at 30th June 2023 stood at Kes. 13,5 bllllon as shown in the

table betow.

SCHEME A 
^OUNT 

(KES)

Civil Servant Medical Scheme 2,996,371,415

NPS & KPS Medical Scheme 1,616,539,289

Retirees Scheme Receivabte 174,603,420

HISP OVC Receivable 1,774,017,833

NPS & KPS Exgratia Receivabte 334,865,139

HISP (OPPSD) Receivabtes 349,499,558

WIBA NPS/KPS 7,861,625

WIBA - Civit Servants' Receivable 6,307,735, 103

Totrl 13,551,443,3E2

Personnel Emoluments and Other Administrative Expenses

Expenditure on Personnel Emotuments as at 30th June 2023 was Kes. 5.3 bllllon against year-to-date

budget of KES.6 bltllon, representing a variance of 12%.

As at 30th June 2023, other operating expenses stood at Kes. 2.9 blltion against year-to-date
budget of Kes. 3.43 biltion.
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10. ENVIRONMENTAL AND SUSTAINABILITY REPORTING

Sustainability Strategy and Profi le

The Fund remains committed to integrating environmentat, sociat, and economic considerations into

its operations and decision-making processes. ln tine with the Government commitment to develop

and imptement resitient Ctimate Change Action Ptan, the Fund devetoped the Ctimate Change Poticy

that provides a framework to 6uide in estabtishing a pathway towards buitding climate resilient

heatth systems by devetoping and imptementing appropriate initiatives and programs atigned to the

Government of Kenya (GOK) Commitments to ctimate change for sustainabte devetopment. The poticy

aims: To promote actions that witl contribute to cutting greenhouse gas emissions; To foster the use

of sustainabte and green energy; To promote waste and waste-water management; To strengthen

climate governance and partnerships; To estabtish a framework for monitoring and evatuation of

imptemented actions; and to enabte the Fund to devetop sustainabte procurement mechanisms that
promote environment friendty products and services.

Going forward, the Fund wit[ continue to pursue several strategies to pursue its vision and mission.

These strategies inctude:

. lncreasedinnovations

. Strengthening the risk management framework

. Adherence to the national vatues and principtes of governance as wetl as the corporate vatues

. Strengthening of the governance structures

. Operationatization of the Legal Framework (Revised NHIF Act,2022 &. the Regulations)

. Enhancing benefit management

. Mainstreaming climate change initiatives

. Pursuing environmentatty friendly initiatives such as Ptanting and maintenance of trees,

efficient use of power and water and recycting of wastepaper.

Support innovation through Agricultural Society of Kenya (ASK)

NHIF took part in the annual Agricuttural Shows organized to showcase services and products by

different organizations. The Fund participated in the Nakuru ASK Show in May 2022 where it reached

over 10,000 peopte who attended the weeklong event.
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Employee welfare

a. Recruitment and Selection

The Fund being an equat opportunity emptoyer, sha[[ seek to attract and retain an optimum number

of quatified human resource based on their academic and professional quatifications coupled 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 employees 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 setection on first appointment, preference witt 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.

NHIF recognizes the need for training and devetopment of atl its emptoyees as in the end they become

better equipped for meeting emerging chal(enges 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 devetopment programmes.

More particu[arty, the training and devetopment of emptoyees witt be directed towards achieving the

fottowing objectives: -

. To improve the organizational performance of the Fund by hetping alt emptoyees to improve

on their effectiveness in their present jobs.

. 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.

. To ensure that sufficientty trained manpower is avaitabte to meet the Fund's strategic

requirements, by identifying those requirements and providing appropriate training and

development opportunities for att its emptoyees.

. The Fund shatl consutt/tiaise with organizations invotved with training, in the facititation of

required training programmes.
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b. Occupational Health & Safety Policy

It is the poticy of NHIF not only to compty with the Heatth and Safety measures required by [aw, but

atso to act positivety where it can prevent injury, itt heatth, damage, and loss arising from its

operations. lt considers the promotion of Health and Safety of its employees to be an essential part

of responsibte 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 responsi bi tities to stakehotders inctuding customers, employees,

and society at large. Our key objectives are to:

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

environment.

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

subscribes to.
. Educate emptoyees on their OHS responsibilities and equip them with adequate authority and

resources to carry out their duties successfutty.

. lmptement, sustain, expand upon, and continuously improve our OHS Standard within our

business and conform to appropriate benchmarking standards.

. lnvolve atl emptoyees, customers, and strategic partners in improving our OHS standard.

. Recognize and reward good OHS performance.

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

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 healthcare services for its members who are both

statutory i. e., emptoyed, and votuntary contributors i.e., setf-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 enabled the fund to expand coverage to over 25 mitlion 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).
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NHIF atso offers enhanced medicat 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 health insurance for pubtic servants. Notabty, it is not mandatory for

the government agencies to procure heatth insurance for its emptoyees 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 supptiers 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 politics and not take part in any such engagements. Nonethetess, engagements with the

potiticaI ctass is part of the routine stakehotder engagements carried out by the Fund. At the Nationat

tevet, NHIF engages with the partiament mainty through the Ministry of Heatth and at the County

tevet, NHIGF engages the Counties through the regional and branch offices. Through such

engagements, the fund has benefited from potiticat support especiatty in the smooth imptementation

of UHC, provision of quatity heatthcare to members and other areas such as expansion of coverage

by supporting indigents through County and NG-CDF Funds.

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 implementation of various Poticies, Manuats, and guidelines some of which are:

. Anti-Corruption Poticy

. Conftict of interest Poticy

. Gifts Poticy

. Fraud and wastage Poticy

. Whistte Btowing Poticy

. 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 potitics 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 evatuate progress.
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Responsible Supply chain and supplier relotions

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

the Pubtic Procurement and Asset Disposat Act 2015 (revised 2022) and its attendant Pubtic

Procurement Regutations 2020, the Fund commits to:

1. Ensure that there is fairness transparency and obiectivety in its procurement processes, designed

and prescribes efficient procurement management system to ensure transparent procurement and

asset disposat as contemptated by Articte 227 of the Constitution;

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

specifications and payments to the suppliers will be processed in a timety manner and

3. We witt maintain a cordial business retationship with our supptiers while maintaining the highest

ethical standards and integrity, in tine with chapter 6 of the constitution.

Responsible matketing ond advertisement

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

standard in service delivery to atl stakehotders. NHIF adheres to this by ensuring that whenever

marketing and communication campaigns are done through an honest, accountabte, transparent, and

competent manner.

NHIF is guided by the Government Adverting Agency in regard to ptacement of adverts in tegacy

media. The process ensures that we maintain a great vatue for money and tevet fietd for atI supptiers

in the media industry.

Product stewordship

The Fund hotds atI its customers in high regard and has continuousty 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 oivision

on various ptatforms, updating our website and socia[ media pages. The information shared not

only inctudes the product mix, but atso the rights of atl our customers with respect to access of

the various products at our service points and at the contracted HCPS.

. Signing of contracts with Hea[thcare providers that expressty state that in providing of services

to NHIF beneficiaries, the heatth facility shatt compty and procure heatth professionats and atl

other administrative officers engaged by them to be comptiant with appticabte laws and the
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re[evant poticies issued by Regutatory Authorities in relation to the Services provided inctuding

the Consumer Protection Act, Act No. 46 of 2012, Laws of Kenya.

. The Contract also expressty outlines the benefits that each NHIF beneficiary is entitled to and

has ctauses that outline patient rights to access accurate and adequate information on their

cover, treatment ptan and bilts that arise thereof, rights to access to "mandatory services",

customer rights to non-discrimination and equitabte treatment.

. Setting up an end-to-end customer service, support, and complaint and dispute resotution

mechanism through making availabte channels to do so e.9., a State of the Art 24 hour catl

centre with a To[ free tine, availing a comptaints and enquiry emait with the pubtic and

continuous engagement on our social media pages. These mechanisms have provided our

customers with expeditious, fair, transparent, inexpensive, accessible, speedy, and effective

enquiry/comptaint/dispute resotution.
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T 1. REPORT OF THE BOARD OF DIRECTORS

The Board of llanagement submlt their report together wtth the financiat statements for the year

ended June 30, 2023, which shor., the state of th€ Fund's affairs.

l) Prlnclp.l rctMtles

The prlncipat activity of the Fund is to receive income for heatthcare flnancing of atl its memb6s,

ll) Results

The results of the Fund for the year ended Juno 30, 2023, are set out on pages 1 - 69 Betow (Prg6

I is the summary of lncome and &penditure for the year).

lll) Bo.rd of Dlrectori

Thc members of thc Board of 
^lanagement 

who sewed durlng the year are shorn on page v.

lv) Audltort

The Audltor-Generat ls responslbte for the statutory audlt of the Fund ln accordarre wlth Article

229 of the Constitution of Kenya and the Pubtlc Audlt Act 2015 or a Certlfied Pubtic Accountant

nominated by the Auditor General to carry out the audit of the Fund for the year ended June 30,

2023, in accordance wlth sedlon 23 of the fuHlc Audit Act, 2015 which empowers the Auditor

Geoerat to appoint an audltor to audit on his behatf.

By order of the Board,

ltu -*s-13. I r-o a

DATECS. RUTH IAAIGLI.AH
AG. CORPORATE SECRETARY
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12. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 81 of the Pubtic Finance Management Act, 2012, section 14 of the State Corporations Act and

Section 38 of the NHIF Act, require the Directors 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 and the operating resutts of the Fund for that year. 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 Directors are responsibte for the preparation and presentation of the Fund's financiaI statements,

which give a true and fair view of the state of affairs of the Fund for and as at the end of the financiat

year ended on June 30, 2023. These responsibitities inctude:

(i) Maintaining adequate financial management arrangements and ensuring that these

continue to be effective throughout the reporting period.

(ii) Maintaining proper accounting records, which disctose with reasonabte accuracy at any

time the financial position of the Fund.

(iii) Designing, imptementing, and maintaining internal controts retevant to the preparation

and fair presentation of the financial statements, and ensuring that they are free from

materiaI misstatements, whether due to error or fraud.

(iv) Safeguarding the assets of the Fund.

(v) Setecting and apptying appropriate accounting poticies and

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

The Directors accept responsibitity for the Fund's financiat statements, which have been prepared using

appropriate accounting poticies supported by reasonabte and prudent judgements and estimates, in

conformity with lnternational Financial Reporting Standards (IFRS), and the manner required 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, 2023, and of the Fund's financial

position as at that date. The Directors further confirm the compteteness of the accounting records

maintained for the Fund, which have been retied upon in the preparation of the Fund's financiat

statements as wetI as the adequacy of the systems of internal financiat controt.
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GET{ERAL

En ha n <' i ng .4 t' c' ou n t u bi I i ty

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

REPORT OF THE AUDITORGENERAL ON NATIONAL HEALTH INSURANCE FUND
FOR THE YEAR ENDED 30 JUNE,2023

PREAMBLE

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

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

B. Report on Lawfulness 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 the 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 ofthe 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 ACq2012 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

Advense Opinion

I have audited the accompanying financial statements of National Health lnsurance Fund
set out on pages 1 to 65, which comprise of the statement of financial position as at
30 June, 2023, and the slatement of profit or loss and other comprehensive income,
statement of changes in equity, statement of cash flows and the statement of comparison
of budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
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a
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.
I have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit.

ln my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of the National Health lnsurance Fund as at 30 June, 2023 and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards (Accrual Basis) and do not comply with the
National Health lnsurance Fund, Act 1998 (Revised Edition 2022) and the Public Finance
Management Ad,2012.

Basis for Adverse Opinion

1. Unsupported Benefit Expenses

The statement of profit or loss and other comprehensive income reflects total benefit
expenses amounting to Kshs.70,886,855,120 as disclosed in Note 6 to 18 to the financial
statements. However, analysis of the benefits expenses revealed that supporting
schedules for various schemes amounting to Kshs.94,219,905 lacked details of member
numbers, identification numbers, hospital names, employer codes and in some instances
the claim amounts contained negative values.

Further, schedules for administration expenses balance of Kshs.673,1 97,316 for various
enhanced schemes lacked details on the actual activities carried out, items procured,
number of parties receiving services and payee details. ln some instances, the payee
columns included description information instead of payee names.

ln the circumstances, the accuracy and completeness of benefit expenses amount of
Kshs.767,417,221 could not be confirmed.

2. Unsupported Other Operating Expenses

The statement of profit or loss and other comprehensive income and Note 22 to the
financial statements reflects other operating expenses amounting to Kshs.2,920,271 ,196.
The balancc includes an amount of Kshs.2,475,593,076 whose schedules lacked details
on the activities carried out, items procured, number of recipients and nature of services
rendered and payee details. ln some cases, the payee columns included description
information instead of payee names.

ln the circumstances, the accuracy and completeness of other operating expenses
amount of Kshs.2,475,593,076 could not be confirmed.

3. Other Receivables

3.1 Long Outstanding Receivables

The statement of financial position and Note 30 to the financial statements reflects other
receivables balance of Kshs.447,201,868. The amount includes hospital and creditors
surcharge amount of Kshs.142,832,138 out of which Kshs.25,594,275 has been
outstanding since the year 2018 and whose recoverability was doubtful.
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ln the circumstances, the accuracy and recoverability of creditor's surcharge balance of
Kshs.142,832,138 could not be confirmed.

3.2 Lost Computers

Further, the balance includes an amount of Kshs.17,421,235 on sundry debtors out of
which Kshs.2,832,000 relates to lost computers. However, the report provided for audit
did not give details on the progress and status of the matter or action taken and there was
no evidence that the computers were insured.

ln the circumstances, the existence, ownership and recoverability of lost computers
amounting to Kshs.2,832,000 could not be confirmed.

4. Unsupported Statutory Contributions

The statement of profit or loss and other comprehensive income reflects total revenue
amount of Kshs.81,596 ,356,297 . lncluded in the amount are statutory contributions of
Kshs.4,377,783 ,721 trom five (5) schemes. However, the amount was not supported with
detailed schedules indicating the dates the money was received, E-slip reference
numbers and customer code numbers. Further, the schedules provided reflected amounts
in block figures instead of showing a breakdown on monthly basis of each member's
contribution.

ln the circumstances, the accuracy and completeness of statutory contributions
amounting to Kshs.4,377,783,721 could not be confirmed.

5. Benefit Expenses

5.1 Unexplained Overpayment on National Health Scheme Expenses

The statement of profit or loss and other comprehensive income reflects National Health
Scheme expenses balance of Kshs.34,362,413,090. However, the amount includes
payments of Kshs.963,737,709 while their specified limits was Kshs.501,561,060
resulting to unexplained overpayments of Kshs.462,176,649 as shown below:

Benefit
Specified Limit

Kshs.
Payments Made

Kshs.
Overpayment

Kshs.
Normal Delivery 370,000 't,709,953 1,339,953
C-Section 930,000 2,207,800 1,277,800
Rehabilitation 1,260,000 4,606,500 3,346,500
Minor Surgery 43,950,000 73,384,853 29,434,853
Maior Surqery 401,960,000 687,788,129 285,828,129
Specialized Surgery 4,s00,000 8,133,678 3,633,678

Basic Chemotherapy 20,700,000 46,285,883 25,585,883

Complex Chemotherapy 2,700,000 3,468,000 768,000
MRI 5,271,060 21,387,950 1 6, 1 16,890
CT-Scan 19,920,000 114,764,963 94,844,963
Total 501,561,060 963,737,709 462,176,649
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ln the circumstances, the accuracy and completeness of the National Health Scheme
expenses of Kshs.963,737,709 could not be confirmed.

5.2 Overpayment on Parastatal Scheme Expenses

The statement of profit or loss and other comprehensive income reflects parastatal
schemes expenses amount of Ksh.2,177,264,508. Analysis of the expenses revealed
unexplained overpayment balance Kshs.1,750,250 above the specified limits on MRI and
CT-Scan claims as shown below:

Benefits
Specified Limit

Kshs.
Payment made

Kshs.
Overpayment

Kshs
MRI 1,080,000 2,076,950 996,950
CT-Scan 488,000 1,241,300 753,300
Total 1,568,000 3,318,250 1,750,250

ln the circumstances, the accuracy and completeness ofthe parastatal scheme expenses
of Kshs.1 ,750,250 could not be confirmed.

5.3 Duplicate Payment for C-Sections and Normal Deliveries

The statement of profit or loss and other comprehensive income and Note 16 to the
financial statements reflects Linda Mama Program expenses amount of
Kshs.4,134,909,678. The amount includes an amount of Kshs.5,713,000 paid to NHIF
accredited hospitals whose analysis revealed six hundred and fifty-six (656) duplicate
case code (01) on caesarean section deliveries procedures carried out on the same
patient. Similarly, the amount includes a balance of Kshs.41,332,700 whose analysis
revealed ten thousand eight hundred and sixty (10,860) duplicated case code (02) on
normal deliveries on the same patient.

ln the circumstances, the accuracy and completeness of the Linda Mama expenditure of
Kshs.47,045,700 could not be confirmed.

5.4 lrregular Claims Management and Payments

The statement of profit or loss and other comprehensive income reflects total benefit
expenses amount of Kshs.70,886,855,120. Analysis of claims payment schedules
revealed an amount of Kshs.247,021,907 on duplicate payment of claims in respect to
National Health Scheme at Kshs.221,448,407 and lndigent' Sponsorship (GOK) Program
at Kshs.25,573,500. Further, the amount includes a balance of Kshs.9,968,332 for one
thousand and nine (1009) duplicate claims with same medical procedures, on the same
admission dates but with different discharge dates. Further, an amount of
Kshs.S1,111,215 for four (4) schemes was incurred on payment of two thousand eight
hundred and eight (2808) claims where the same patient was admitted in different
hospitals at the same time.

ln the circumstances, the accuracy and completeness of the benefit expenses amount of
Kshs.308,101,454 could not be confirmed.
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5.5 lrregular Management of lndigents' Sponsorship (GOK) program

Note 7 to the financial statements reflects total lndigents Sponsorship (GOK) Program
expenses of Kshs.3,329,282,962. lt was noted that the Program commenced in
January, 2022 wilh the launch of Universal Health Coverage taking place on
07 February, 2022. However, examination of claim data revealed claims amounting to
Kshs.1 1 ,924,766 for the years 2017 to 2021 which were presented before the Program
commenced. Further, a total of Kshs.3,263,425 was paid out of the Scheme to members
who are enrolled by NHIF in formal and informal categories and whose contributions were
updated and active and therefore they could not be categorized as poor and vulnerable.

ln the circumstances, the accuracy and completeness of the lndigents' Sponsorship
(GOK) Program amount of Kshs.3,329,282,962 could not be confirmed.

5.6 Variances in lndigents Sponsorship (GOK) Program

Note 7 to the financial statements reflects the lndigents' Sponsorship (GOK) Program
premiums amount of Kshs.6,000,000,000. lt was noted that the contract was based on
one million principal members at the rate of Kshs.6,000 but in the year under review, the
program had only 878,104 members which translates to Kshs.5,268,624,000 total
premiums. This resulted to an unexplained variance of Kshs.731 ,376,000.

ln the circumstances, the accuracy and completeness of the indigents' sponsorship
(GOK) program amount of Kshs.6,000,000,000 could not be confirmed.

5.7 Surgical Expenditure without Evidence of Peer Review

The statement of profit or loss and other comprehensive income reflects total benefit
expenses amount of Kshs.70,886,855,120 out of which Kshs.18,400,000 was paid for
surgeries conducted on patients. However, analysis of the claim data expenses revealed
that hip and knee replacements were conducted on patients without peer review from
three doctors as required in the hospitals contracts signed with NHIF.

ln the circumstances, the accuracy and completeness of the expenditure
Kshs.18,400,000 on surgical packages could not be confirmed.

5.8 lrregular Expenditure on Medical Camps

Note 17 to the financial statements reflects Work lnjury Benefit Act (WIBA) administration
expenses of Kshs.1 1 9,909,61 1 . lncluded in the amount is a balance of Kshs.54,513,886
incurred on payment of imprest, conference facilities and transportation costs incurred by
NHIF, National Police Service and Kenya Police Service staff to conduct medical camps.
However, the activities were conducted between the months of January and June, 2023
after the expiry of the contract on 31 Decemb er , 2022.

ln the circumstances, the accuracy, completeness and regularity of WIBA administration
expenses of Kshs.54,513,886 could not be confirmed.
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5.9 Variance Between Hospital Billed Amounts and Claims Paid

The statement of profit or loss and other comprehensive income reflects total benefit
expenses of Kshs.70,886,855,120 for claims paid to empanelled and contracted health
facilities. However, review of payment data revealed that the hospitals billed
Kshs.447,122,141 against claims paid amounting to Kshs.814,893,467 resulting to
unexplained variance of Kshs.367,77'l ,326 as detailed below;

Although Management attributed the variance to typing errors made by hospital clerks
while inputting bill amounts in the E-claim system, there was no evidence of reconciling
the billed amount to claims paid or requests for refunds for overpayments.

ln the circumstances, the accuracy, completeness and regularity of the claims paid
amount of Kshs.814,893,467 could not be confirmed.

5.10 lrregular Claims by Health Care Providers

The statement of profit or loss and other comprehensive income reflects total benefit
expenses amount of Kshs.70,886,855,120. However, review of the lnternal Audit report
conducted on Healthcare Providers between July, 2022 and June, 2023 revealed
irregularities in claims for twenty-six (26) hospitals amounting to Kshs.185,142,488.
Further, the report indicates that the hospitals have since been suspended from the
scheme and further investigations are ongoing.

ln the circumstances, the accuracy, completeness and regularity of benefit expenses of
Kshs.185,142,488 could not be confirmed.

6. Unsupported Claim Reserves

The statement of financial position and Note 35 to the financial statements reflects
lncurred But Not Reported (IBNR) claims reserves balance of negative
Kshs.3,923,285,349. Although the actuarial certificate was provided for audit indicating
claim reserves balance of Kshs.19,641 ,338,962 as at 30 June, 2023, there was no

Scheme
Claims Paid

Kshs.

Hospitals Billed
Amounts

Kshs.

Variance/
Overpayments

Kshs.
NPS/KPS Scheme 39,376,250 23,171,787 16,204,463
NHS Scheme 486,570,605 280,620,092 205,950,513
UHC Scheme 103,887,599 56,292,704 47,594,895
Civil Servant Scheme 15,016,390 8,523,069 6,493,321
Edu Afya Scheme 48,611,804 24,499,976 24,111,829
HISP(OVC) 19,844,824 1 1 ,283,160 8,561,664
HISP(OPPSD) 6,769,000 3,706,148 3,062,852
County Scheme 1,439,200 777,429 661,771
Parastatal Scheme 1,762,576 1,123,876 638,700
Linda mama 91,615,219 37,123,900 54,491 ,3'19
Total 814,893,467 447,122,141 367,771,326
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evidence to show the actuarial method applied and statistical procedures to predict the
IBNR reserve required.

ln the circumstances, the accuracy and valuation of lncurred But Not Reported (IBNR)
claims reserves balance of negative Kshs.3,923,285,349 could not be confirmed.

7. Overpaymentof Legal Fees

The statement of profit or loss and other comprehensive income and Note 22 to the
financial statements reflects other operating expenses amount of Kshs.2,920,271 ,196.
The amount includes legal expenses of Ksh.293,669,000 out of which Kshs.41,286,800
was paid to a law firm to represent the Fund. However, based on services rendered as
articulated in schedule 6 of the advocate's remuneration order, the law firm was supposed
to be paid Kshs.2,477,574 resulting in an unexplained overpayment of Kshs.38,809,226.

ln the circumstances, the accuracy, completeness and regularity of legal expenses
amount of Kshs.41,286,800 could not be confirmed.

8. Unsupported Purchase of Filing Racks

The statement of financial position and Note 23 to the financial statements reflects
property, plant and equipment balance of Ksh.12,848,439j22. Included in the balance is
an amount of Kshs.20,200,000 for the supply of filing racks. However, there were no local
purchase orders, invoices, delivery notes, inspection and acceptance committee minutes
to support the procurement the items. ln addition, there was no S13 counter receipt
voucher, S11 counter requisition and issue voucher to confirm how the items were
delivered and taken on charge in the stores.

ln the circumstances, the accuracy, completeness, existence and ownership of filing
racks balance of Kshs.20,200,000 could not be confirmed.

9. Disputed Ownership of Land

The statement of financial position and Note 23 to the financial statements reflects
property, plant and equipment balance of Kshs.12,848 ,439,122 which includes land
valued at Kshs.298,589,665. lncluded in the balance is an amount of Kshs.93,712,675
for land measuring 10 hectares situated in Karen. However, as previously reported, the
ownership of the parcel of land is in dispute and the matter is in Court. The information
available indicates that the Directorate of Criminal lnvestigations (DCl) has commenced
investigations to establish whether there was fraud in the transfer of ownership of the
land. Progress made on the investigation has not been disclosed in the financial
statements.

ln the circumstances, the ownership of land valued at Kshs.93,712,675 could not be
confirmed.

10. Doubtful Work-ln-Progress at Karen Land

The statement of financial position and Note 23 to the financial statements reflects
property, plant and equipment balance of Kshs.12,848,439,122 which includes capital
work in progress balance of Kshs.1 ,444,687 ,484 relating to payments for drawings and
designs for the proposed Resource Centre. However, as previously reported, the
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construction of the Resource Centre has not commenced 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 Commiftee (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 existence and valuation of capital work in progress balance of
Kshs.1 ,444,687,484 could not be confirmed.

11. Construction of Multi Storey Car 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. A review of records
revealed that the project commenced in May, 2002 and was completed at a cost of
Kshs.3,342,120,239 in Ju|y,2008, five (5) years afterthe scheduled completion date of
August, 2003. Further, expenditure totalling to Kshs.626,635,998 and Kshs.4,706,521
was incurred in 200912010 and 20101201'l 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
337o/o 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 PlC, no action has been taken on the
Committee recommendations that the Ethics and Anti-Corruption Commission should
institute and fasltrack investigation on the project and no progress report has been
received from the Commission.

ln the circumstances, the accuracy and completeness of buildings balance of
Kshs.7,434,158,463 could not be confirmed.

12. Short Term Deposits (lnvestments)

The statement of financial position and Note 31 to the financial statements reflects short
term deposits (investments) balance of Kshs.8,232,200,000 which is net of provision for
impaired investments. As previously reported, 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 Management has not explained the circumstances
under which the Fund's deposit was used as a guarantee by the then Chief Executive
Officer.

The PIC recommended in the 2lstreportthatthe then Chief Executive Officer (CEO) of
NHIF be held accountable for any losses incurred in the irregular investment of the surplus
funds in Consolidated Bank alongside the then Finance Manager for colluding with NHIF
to mismanage the invested funds and NHIF should relentlessly pursue Consolidated Bank
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for recovery of Kshs.49,500,000. 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{erm deposits (investments)
balance of Kshs.8,232,200,000 could not be confirmed.

13. Duplicate Claims Payable

The statement of financial position and Note 37 to the financial statements reflects trade
payables balance of Kshs.16,468,959,241 being amount owed to healthcare providers.
The amount includes hospital claims payable balance of Kshs.12,061,103,663 whose
analysis revealed an amount of Ksh.2,907,196,082 in respect to duplicated healthcare
providers with the same name but different outstanding amounts and different hospital
codes.

ln the circumstances, the accuracy and completeness of claims payable balance of
Kshs.2,907,196,082 could not be confirmed.

'|.4. lnaccuracies in Trade Receivables

The statement of financial position and Note 29 to the financial statements reflects trade
receivables balance of Kshs.19,113,572,813 (2022 - Kshs.10,284,635,769). This
resulted to an unexplained increase by Kshs.8,828,937 ,044 or 460lo which is indicative of
ineffective debt recovery measures. Further, one hundred eighty-eight (188) circularized
debtors confirmed an outstanding balance of Kshs.4,415,667 ,371 while National Health
lnsurance Fund reflects a balance of Kshs.13,388,255,412 resulting in an unexplained
variance of Kshs.8,972,588,040.

ln the circumstances, the accuracy and completeness of trade receivables balance of
Kshs.19,'t13,572,813 could not be confirmed.

15. lnaccuracies in Trade Payables

The statement of financial position and Note 37 to the financial statements reflects trade
payables balance of Kshs.16,468 ,959,241 in respect of amount owed to healthcare
providers. However, the balance increased by Kshs.12,664,121,995 from
Kshs.3,804,837,246 in financial year 202112022. Further, confirmation of outstanding
balances from sampled one hundred and two (102) health providers revealed an
outstanding balance of Kshs.5,551 ,173,502 while National Health lnsurance Fund
reflects a balance of Kshs.2,174 ,443,195 resulting in an unexplained variance of
Kshs.3,376,730,307. ln addition, the balance was not supported by aging analysis to
show how long the claims have been outstanding and there was no evidence to show
measures put in place to settle the amounts promptly. This is indicative of challenges in
settling its obligations as and when they fall due.

ln the circumstances, the accuracy and completeness of trade payables balance of
Kshs.16,468,959,241 could not be confirmed.
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16. Clustered Staff Debtors in the Payroll System

The statement of profit or loss and other comprehensive income and Note 20 to the
financial statements reflects staff cost amount of Kshs.5,289,051,147 . Review of payroll
data revealed that salary advance, training levy and imprest recoveries amounting to
Kshs.8,269,380 were clustered under staff debtors instead of disclosing each individual
component separately.

ln the circumstance, the accuracy and completeness of staff costs amount of
Kshs.8,269,380 could not be confirmed.

17. Long Outstanding Return to Drawer Cheques

The statement of financial position and Note 30 to the financial statements reflects other
receivables balance of Kshs.447,201 ,868. The amount includes a balance of
Kshs.14,790,981 being return to drawer cheques. However, the amount relates to various
institutions which has been long outstanding with some dating back to the year 2013 and
they had not been replaced as at 30 June, 2023.

ln the circumstances, the accuracy and recoverability of return to drawer cheques balance
of Kshs.14,790,98't could not be confirmed.

18. Failure to Prepare Financial Statements

The statement of financial position and Note 27 to the financial statements reflects long-
term deposits balance of Kshs.1,371,312,803. The amount includes car loan amount of
Kshs.1,313,662,005 and mortgage balance of Kshs.57,650,798 held at commercial
banks both advanced to staff at an interest rate of 5%. However, the financial statements
for the Car Loan and Mortgage Fund were not prepared and presented for audit
verification. ln addition, schedules indicating loan disbursements, recoveries made,
duration and outstanding amounts were not provided for audit.

ln the circumstances, the accuracy and completeness of long-term deposits balance of
Kshs.1,371 ,312,803 could not be confirmed.

19. Variances in Unquoted lnvestments

The statement of financial position and Note 28 to the financial statements reflects an
unquoted investment balance of Kshs.226,762,637. The amount includes loan balance
of Kshs.226,762,637 advanced by the Fund to Moi Teaching and Refenal Hospital
(MTRH) at an interest rate of 3olo per annum. However, confirmation from MTRH financial
statements revealed a balance of Kshs.166,130,959 resulting to unexplained variance of
Kshs.60,631 ,678.

Further, the unquoted investment balance of Kshs.226,762,637 was net provision for
impaired investment amount of Kshs.54,200,000. The impaired amount relates to
Consolidated Bank shares which are not traded and no dividend has been paid in the
past.
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ln the circumstances, the accuracy and completeness of unquoted investments balance
of Kshs.226,762,637 could not be confirmed.

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

Emphasis of Matters

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects revenue budget of
Kshs.93,071,651,930 and actual revenue on comparable basis of Kshs.82,796,868,294
resulting to revenue shortfall of Kshs.10,274,783,636 or 11% of the budget. Similarly, the
Fund spent Kshs.79,742,286,391 on benefit expenses against an approved budget of
Kshs.89,309,469,729 resulting to under absorption of Kshs.9,567,183,338 or 11%.

The underfunding and underperformance may have affected the Fund's key mandate of
sustainably registering beneficiaries, generating revenue and paying health benefits for
members.

2. Performance and Solvency ofthe Fund

2.'t Member's Retention Rate

Note 6 to the financial statements reflects contributions from the National Health Scheme
amount of Kshs.38,091 ,361 ,1 56. However, during the year under review it was noted that
the member's retention rate was only 44o/o compared to the targeted 100% as tabulated
below.

Membership Type

Enrolled
Members

Kshs.

Active
Mem bers

Kshs.
Retention

Rate
Formal sector 4,962,151 3,880,842 78%
lnformal 8,674,681 1,877,417 22o/o

Sponsored proqram 2,573,479 1,348,652 52o/o

Total 16,210.351 7.106.911 44o/o

Further, there was no evidence of strategies to improve the retention rate to 100% since
members' contribution is the main source of revenue. Further, the Fund had a liquidity
ratio of 1:2 instead of the recommended 2:1 meaning that the Fund is not able to cover
its short-term obligations as and when they fall due. ln addition, Management has not
demonstrated that it has the recommended capital adequacy ratio of one hundred
percent. This was contrary to Section 41(1) of the lnsurance Act, 2O2O, which states that
an insurer carrying on insurance business in Kenya shall at all times maintain the capital
adequacy ratio of one hundred per centum.
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ln the circumstances, the Fund's ability to settle its obligations when they fall due could
not be confirmed.

2.2 Loss- Making Schemes

The statement of profit or loss and other comprehensive income reflects total revenue of
Kshs.81,596,356,297 and total benefit expenses of Kshs.7O,886,855,120 but the
following schemes incurred losses.

Scheme
Benefits

Kshs.

Premiums/
Contributions

Kshs.
Loss

Kshs. Percentaqe

1
Civil Servant
Medical Scheme

9,253,322,104 7,636,775,1 03 1,616.547,001 21o/o

2 Retirees Schemes 934,659,385 426,842,665 507,816,720 119o/o

3 WIBA NPS & KPS 2,393,503,620 2,295,594,440 97,909,1 80 4o/o

Total t 2,s8t ,485,109 10,359,212,208 2,222,272,901

However, Management has not explained the sources of finances used to finance the
above schemes with deficits.

ln the circumstances, the Fund's ability to settle obligations of the above schemes when
they fall due could not be confirmed.

My opinion is however not modified in respect to these matters.

Key Audit Matters

Key audit matters are those matters which, in my professional judgment, are of most
significance in the audit of the financial statements. These matters were addressed in the
context of the audit of the financial statements as a whole, and in forming my opinion
thereon, and I do not provide a separate opinion on these matters. Foreach matter below,
a description of how the audit addressed the matter is provided in that context.

I have fulfilled the responsibilities described in the Auditor's Responsibilities for theAudit
section of the report, including in relation to these matters. Accordingly, the audit included
the performance of procedures designed to respond to the assessment of the risk of
material misstatement of the financial statements. The results of the audit procedures,
including the procedures performed to address the matters below, provide the basis for
my opinion on the accompanying financial statements.

Key Audit Matter
How Audit Addressed the Key
Audit Matter

Claim Payables
The statement of financial position reflects
trade (claims payable) payables amount of
Kshs.16,468,959,241 as disclosed in Note 37
to the financial statements.

We performed the following
Procedures: -
i. Obtained an understanding of

the Fund's trade payables.
ii. Tested the key controls over the

administration of the claims in
the claims system.
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Key Audit Matter
How Audit Addressed the Key
Audit Matter

Focus was given to the trade payables due
to the materiality of the balance after the
fund introduced lncurred But Not Reported
(IBNR) Reserves in Note 35 to the financial
statements which serves as an estimate of
the liability for claim-generating events that
have taken place but have not yet been
reported to the insurer or self-insurer. The
sum of IBNR losses plus incurred losses
provides an estimate of the total eventual
liabilities for losses during a given period.

The Fund's IBNR estimates are computed
quarterly. These estimates are then shared
with management for inclusion in the financial
statements and supported by a certification
by a competent actuarial consultant.

Further, the claims payables balance
increased significantly during the year from
Kshs.3,804,837,246 as per the year 2021-
2022 compared to Kshs.16,468,959,241 for
the period under review.

iii. Tested the accuracy and
completeness of the fund's
claims data with their supporting
documents.

iv. Selected a sample of trade
payables and carried out
circularization to determine the
accuracy and completeness of
the claims reported during the
year.

v. Assessed the disclosures
included in the financial
statements, including their
compliance with the
requirements of IFRS.

vi. Confirmed if the creation of the
reserve was done as per
requirements of IFRS.

vii.Confirmed if the opening
balances were adjusted as the
claims adjustment was
pervasive.

,|

Other Mafter

Transition from National Health lnsurance Fund (NHIF) to Social Health
Authority (SHA)

The Social Health lnsurance Fund Act (SHIFA), No 16 of 2023 was assented into law on
19 October, 2023 and came into force on 22 November, 2023 following a Gazette Notice
and appointment of the Board by the Cabinet Secretary. lt was observed that Section 3
states that the objects of the Act shall be to;

a) Provide a framework for improved health outcomes and financial protection in line
with the right to health and universal health coverage;

b) Realign healthcare systems, processes and programs for responsiveness, reliability
and sustainability of healthcare in Kenya;

c) Enhance the pooling of resources and risks based on the principles of solidarity,
equity and efficiency so as to guarantee access to health care services to all; and

d) Promote strategic purchasing of healthcare services.

Further, SHIFA establishes the Social lnsurance Authority (the Authority) which will take
over all the functions and operations of the Board of National Health lnsurance Fund
(NHIF) and shall be managed by a Board comprising eleven (11) members.

Report ofthe Auditor-General on Nationql Heakh lnsuronce Fundfor the year ended 30 June, 2023
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ln addition, the Act established the Social Health Authority and framework for managing
social health insurance to give effect to Article a3(1)(a) of the Constitution of Kenya, 2010.
The Social Health lnsurance (General) Regulations, 2024 have been published to
operationalize:

tv

The Social Health lnsurance Fund (SHIF);
The Primary Health Fund (PHF);
Emergency, Chronic, and Critical lllness Fund (ECCIF);
Mandatory registration of every person resident in Kenya as provided for
SHIFA; and
The mode of payment of contributions as provided for under the SHIFA

in the

On 25 January,2024lhe Cabinet Secretary appointed a Transition Committee to ensure
seamless transition from National Health lnsurance Fund (NHIF) to Social Health
Authority (SHA).

At the time of finalization of the audit in May 2024, the Social Health lnsurance (General)
Regulations, 2024 had been Gazetted awaiting member's contributions that will be
effective on 'l July , 2024.

2. Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised under the Report on
the Financial Statements and Report on Lavvfulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, Management has not resolved the issues some of which are
highlighted below.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Reimbursement of Claims on Empanelled Health Care Providers

The statement of profit or loss and other comprehensive income reflects total benefit
expenses amount of Kshs.7O,886,855,120. lncluded in the amount is Kshs.106,110,400
paid to reimburse claims incurred by accredited four (4) healthcare providers empaneled
by the Fund. However, the hospitals signed the contract in the month of May 2023 instead
of 1 July, 2022. Furlher, an expenditure of Kshs.1,170,000 incurred on payment of
surgical packages paid to three (3) hospitals was not included in the contract. This was
contrary to Regulations 20 of the National Health lnsurance Fund (claims and Benefits)
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Regulations, 2022 which state that the tariffs payable under the Fund in respect of any
benefits to an empaneled health care provider shall be as specified in the health care
provider contract published on the website of the Fund.

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

2. Un-Approved Board Expenditure

As disclosed in Note 21 to the financial statements, the statement of profit or loss and
other comprehensive income reflects an expenditure of Kshs.33,427,343 incurred on the
Board expenses. However, an amount of Kshs.2,866,600 was re-allocated from other
votes to finance Board expenses. Further, the approved budget for Board expenses was
only Kshs.30,000,000 which resulted in an unapproved over-expenditure of
Kshs.3,427,343. This was contrary to Part D (1) of Office of the President Circular Ref;
OP/CAB.9/1A dated March 11, 2020 which capped Board expenses at Kshs.30 million or
5% of the Operations and Maintenance budget of the State Corporation, whichever is
less.

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

3. Claims Reported After Thirty Days Ceiling

The statement of profit or loss and other comprehensive income reflects total benefit
expenses of Kshs.70,886,855,120. However, included in the amount is Kshs.383,336,435
incurred on claims that were submitted to NHIF between 100 and 1862 days after the
expiry of the thirty days. This was contrary to Regulation 8(3) of the National Health
lnsurance Fund (claims and benefits) Regulations, 2022 which states that a healthcare
provider shall submit to the Fund a claim for payment of any medical treatment within
thirty days from the date of discharge of the patient from the healthcare provider.

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

4. lrregular Administration of Schemes - National Police Service and Kenya
Prisons Service Medical Schemes

The statement of profit or loss and other comprehensive income and Note 9 to the
financial statements reflects National Police Service and Kenya Prisons Service Medical
Scheme Benefits expenses of Kshs.1,287,328,411 . lncluded in the balance is an amount
of Kshs.48,776,006 for offering road evacuation services and air evacuation services to
the beneficiaries of the scheme in Kenya. This was contrary to clause 6.1.4.2 of the
contract for the provision of comprehensive medical cover for the National Police Service
and Kenya Prisons service which states that emergency road evacuation shall
be provided within the East Africa Community (excluding Kenya) on a case by case basis
and clause 6.1.5.2 of the same contract which states that emergency air rescue shall be
provided within the East African Community (excluding Kenya) through fixed and rotary-
wing aircraft.

Further, Note 29 to the financial statements reflects the National Police Service and
Kenya Police Service Scheme receivables balance of Kshs.'l,616,539,289 and National
Police Service and Kenya Police Service ex-gratia receivables of Kshs.334,865,139 owed
to the Fund. This was contrary to clause 9.2.1 of the contract agreement which states that
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GoK shall make full payments of premiums within three (3) months from the
commencement date of the contract.

ln addition, it was noted that the contract for the medical schemes expired on
30 June, 2022 but communication dated 23 June, 2022 indicated that the Accounting
Officer approved the extension of the contract for a period of three months from 1 July,
2Q22 lo 30 September,2022. This was followed by another communication dated
20 September, 2022 which further extended the contract from 1 October, 2022 lo
31 December, 2022. However, both extensions were not backed up by concurrence from
both parties who had initially signed the contract. ln addition, there was no prior three (3)
months' notice. This was contrary to pan25.2 of the contract which states that NHIF shall
not be bound to renew this contract upon its expiry and NHIF reserves the right to decline
or qualify the terms of the insurance in respect of all or any member on giving GoK a thirty
(30 days) written notice prior to the date of expiry of the contract.

ln the circumstances, Management was in breach of the law

5. Unauthorized Expenditure

The statement of profit or loss and other comprehensive income and Note 22 lo lhe
financial statements reflect other operating expenses amount of Kshs.2,920,271,196
lncluded in the balance is an amount of Kshs.228,866,641 incurred on transport operating
expenses whose approved budget was Kshs.221,409,000 resulting in unauthorized
expenditure of Kshs.7,457,641 . This was contrary to Regulation 52(1)(b) of the Public
Finance Management (National Government) Regulations, 2015 which requires AIE
holders to spend within the limit prescribed by the Authority.

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

6. Emergency Road Evacuation Services

The statement of profit or loss and other comprehensive income reflects total benefit
expenses of Kshs.70,886,855,120. lncluded in the balance is an amount of
Kshs.696,1 92, 1 56 analysed from eight (8) schemes for evacuation services offered to
NHIF scheme members on a three-year contract renewable annually. Review of the
contract revealed the following anomalies:

The notice to renew the contract for the second cycle starting 1 October, 2021 to
30 September, 2Q22 was issued on 29 September, 2021 a day before the expiry of
the contract contrary to Clause 28.1 .1 ol the contract which requires NHIF to give
30 days' wriften notice.

The user department stated that the service provider had consistently failed to
adequately undertake relevant education activities to NHIF members as per Clause
29.'l(q) of the contract. They cited instances where the service provider had not
carried out any electronic media (television and radio) media advertisements, bulk
short messaging service was only done once and only 20,000 flyers had been done.
This led to only 1 1 ,1 03 members being evacuated during the third cycle of the
contract against 6,990,603 eligible principal members.

lt-
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U. The terms of the security bond were to be based on 1Oo/o of the contract sum but
the Fund accepted the initial performance bond of Kshs.71,871,049 based on the
first cycle of 1 October , 2020 to 30 September, 2021 contract sum of
Kshs.718,710,498. However, the amount should have been Kshs.100,664,684
based on 10o/o ol the contract sum of Kshs.1 ,006,646,832 as per the issued
professional opinion. This resulted to an unexplained variance of Kshs.28,793,634.
The bond was delivered in the second quarter of the contract on 15 March 2023
which exposed the Fund to risk in case of the failure of E-plus to meet obligations in
the contract.

tv An extension for the project for the third cycle from 1 October, 2022 lo
31 December, 2022'tor three months was awarded through professional opinion
dated 30 September, 2022 but the contract was not signed. Further, another
extension was done from 1 January, 20231o 30 September, 2023 in February,2023
and backdated to cover 1 October, 2022 lo September, 2023 without evaluation
committee recommendations, signed professional opinion by the head of
procurement and approval by the accounting officer.

It was observed that during the month of June and July, 2023 lhe service provider
did not offer services to the members of NHIF prompting Management to issue offer
letters to County hospitals, sub-county hospitals and mission hospitals requesting
them to offer the services on a fee for service model with payment terms of
Kshs.5,500 for the distance within 25km radius and Kshs.170 for any kilometres
covered above the 25km. Based on the same request if it was adopted as earlier
advised by the user department the fund would have saved a total of
Kshs.1,364,361,435 comprised of Kshs.564,421,919 in the second cycle of the
contract and Kshs.799,939,515 in the third cycle of the contract.

ln the circumstances, value for their money on the expenditure of Kshs.696,192,156
analysed from eight (8) schemes for evacuation services could not be confirmed.

7. Emergency Air Evacuation Services

The statement of profit or loss and other comprehensive income reflects total benefit
expenses of Kshs.70,886,855,120. lncluded in the balance is an amount of
Kshs.48,363,910 for air evacuation services to NHIF scheme members on a three-year
contract renewable annually. A review of the contract revealed the following concerns;

i. The contract for the first cycle period covering 1 3 October, 2021 to 12 Oclober, 2022
was signed 4 months after the commencement date on 23 February, 2022. Also, the
second cycle contract covering for the period 13 October, 2022 to 12 Oclober,2023
was signed 2 months after the commencement date on 22 December,2022.

ii. The initial Tender Evaluation Committee Minutes dated 9 September,2021 were not
signed by two members out of the five members who were involved in the evaluation
process, without explanations.

iii. The utilization report and evidence to confirm continuous member education as perthe
special condition and scope of the contract were not provided for audit review.
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iv. lt was noted that the service provider was not given access to the NHIF member
database to view for confirmation of eligibility. This affected decision-making and turn-
around time in response to the emergencies as the service provider had to write an e-
mail to NHIF to confirm the eligibility of the beneficiary and wait the same through the
e-mail. The beneficiaries will have to wait long for approval in case of delayed response
due to internet challenges and human delays in the process.

ln the circumstances, the value for money on the expenditure of Kshs.48,363,910 on air
evacuation services could not be confirmed.

8. Non-Compliance with Public Procurement and Assets Disposal Act, 2015

The statement of profit or loss and other comprehensive income and Note 22 lo the
financial statements reflect other operating expenses of Kshs.2,920,271,196. The amount
includes cleaning materials and services amount of Kshs.42,742,290. lncluded in the
amount is Kshs.3,430,454 paid to suppliers but their tax compliance certificates and
AGPO certificates had expired. This was contrary to 5106(2) (a) of the Public
Procurement & Asset Disposal Act 2015 which states that an Accounting Officer of a
procuring entity shall give the request to such persons as are registered by the procuring
entity.

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

9. Non-Compliance with Unclaimed Financial Assets Act, 201'l

The statement of financial position reflects other payables balance of Kshs.754,578,306.
The amount includes unapplied control account funds totalling to Kshs.213,773,709.
However, included in the amount is Kshs.58,770 ,484.84 which has been outstanding for
more than six (6) years and which had not been reported to the Unclaimed Financial
Assets Authority (UFAA). This was contrary to section 20(1) of the Unclaimed Financial
Assets Act, 2011 which states that a person holding assets presumed abandoned and
subject to the custody of the Authority as unclaimed assets under the Act shall make a
report concerning the assets to the Authority.

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

10. Low Utilization of Health lnsurance Subsidy Programme (HISP) - Orphaned and
Vulnerable Children Program

As disclosed in Note 11 to the financial statements, the statement of profit or loss and
other comprehensive income reflects the Health lnsurance Subsidy Programme for
Orphaned and Vulnerable Children HISP-OVC program expenditure of Kshs.504,235,421
against the received premium of Kshs.1,520,400,000 resulting to a surplus of
Kshs.1 ,016,164,579. However, this indicates low absorption on the program which can
be attributed to the Fund's laxity in carrying out member sensitization and not utilizing the
3% administrative fees to do the same. This was contrary to clause 9.3 which states that
a minimum administrative fee not exceeding three (3%) percent of the total premium
amount paid and transferred to NHIF will be utilized to support operational costs for the
Program. Further, there was no evidence to show the register is regularly maintained to
capture all changes that might have affected the membership of the program and it was
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not synchronized to related Government cash transfer programs. This was evident in the
fact that the membership was increased to 253,400 in 2020 since then nothing has been
done. ln addition, monitoring and evaluation reports were not provided for audit review.

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

11 . Low Utilization of Health lnsurance Subsidy Programme (HISP)- Older Persons
and Persons with Severe Disabilities Program

As disclosed in Note 12 to the financial statements, the statement of profit or loss and
other comprehensive income reflects Health lnsurance Subsidy Programme for Older
Persons and Person's with Severe Disabilities (HISP-OPPSD) program expenditure of
Kshs.141,619,608 against the received premium of Kshs.352,800,000 resulting to a
surplus of Kshs.21 1 ,180,392. However, this indicated low absorption on the program
which can be attributed to the Fund's laxity in carrying out member sensitization
interventions and not utilizing the 3% administrative fees to do the same contrary to clause
9.3 which states that a minimum administrative fee not exceeding three (3%) percent of
the total premium amount paid and transferred to NHIF will be utilized to support
operational costs for the program. Further, there was no evidence that the register is
regularly maintained to capture all changes that might have affected the membership of
the program and it was not synchronized to related Government cash transfer programs.
This is evident in the fact that the membership was increased to 58,800 in April,2021
since then nothing has been done. ln addition, monitoring and evaluation reports were
not provided for audit review.

ln the circumstances, Management was in breach of the contract terms.

12. lrregular Procurement of Group Life and Work lnjury Benefit Act lnsurance
Cover

As disclosed in Note 17 to the financial statements, the statement of profit or loss and
other comprehensive income reflects Work lnjury Benefit Act (WIBA) National Police
Services and Kenya Prison Service total expenses of Kshs.2,393,503,620 while Note 18
reflects Work lnjury Benefit Act (WIBA) Civil Servants total expenses of
Kshs.6,401 ,863,732.The contractwas awarded undercontract number NHIF102712020-
2021 on provision of co-insurance and facultative reinsurance services for group life and
last expenses to NHIF members to cover the period between 15 April, 2022 to 14 April,
2023 at contract price of Kshs.3,207,322,062tor civil servants and Kshs.956,319,364 for
National Police Service. However, it was noted that the initial contract was to run for one-
year period from 15 April,2021 to 14 April, 2022 without renewal. However, the contract
was renewed for the period 15 April, 2O22lo'14 July, 2023 through an addendum which
was not signed by all parties.

Further, the professional opinion issued and approved in the initial contract recommended
to the Accounting Officer to approve the floating of fresh bids inviting bidders to apply for
shortlisting as co-insurers and facultative insurers under group personal accident and
WIBA category. However, an amount of Kshs.1,094,204,464 was paid to a firm for
offering the WIBA and GPA services without evidence of competitive procurement since
the procurement documents such as tender advertisement records, tender opening
committee minutes, tender evaluation committee minutes, appointment letters of both
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opening and evaluation committees, notification of award, regret letters and professional
opinion were not provided for audit review.

ln the circumstances, Management was in breach of the law

13. lrregular Payment of Transport Operating Expenditure

The statement of profit or loss and other comprehensive income reflects other operating
expenses amount of Kshs.2,920,270,536. The amount includes Kshs.228,866,641 under
transport operating expenditure out of which Kshs.69,994,655 was lease of motor
vehicles. lt was noted that Management entered into a three-year lease of motor vehicles
for the period 1 August, 2018 to 31 July, 2021 under the framework agreement. However,
after the expiry, the contract was extended to 31 January,2023 contrary to Public
Procurement and Asset Disposal Act, 2015 Section 114 (2) which states that the
maximum term for the framework agreement shall be three years and, for agreements
exceeding one year, a value-for-money assessment is undertaken annually to determine
whether the terms designated in the framework agreement remain competitive.

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

14. Access to Government Procurement Opportunities

The statement of profit or loss and other comprehensive income and Note 22 lo lhe
financial statements reflects other operating expenses of Kshs.2,920,271,196. The
amount includes Kshs.84,158,877 explained to be budgeted and awarded to enterprises
owned by women, youth, persons with disabilities and other disadvantaged groups.
However, the Access to Government Procurement Opportunities (AGPO) certificates for
suppliers paid this amount were not found in the AGPO registry.

Further, only Kshs.448,947 ,149 was allocated to youth, women and persons with
disabilities out of total procurement for the year of Kshs.6,398,440,550 representing only
7%. This was contrary to Section 53(6) of the Public Procurement and Asset Disposal
Act, 2015 which states that that all procurement and asset disposal planning shall reserve
a minimum of thirty per cent of the budgetary allocations for enterprises owned by women,
youth, persons with disabilities and other disadvantaged groups.

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

15. Failure to Dispose Unserviceable Assets

The statement of financial position reflects property, plant and equipment balance of
Kshs.12,848,439,122. However, Management had not disposed its assets since the year
2019 despite physical verifications revealing immovable/ unserviceable motor vehicles
and motorcycles that lie unutilized at the yard. This was contrary to Section 164 (1) of the
Public Procurement and Asset Disposal Act, 2015 which states that the employee in
charge of unserviceable, obsolescent, obsolete or surplus assets shall bring the matter
to the attention of the disposal committee through the head of the procurement function.

ln the circumstances, Management was in breach of the law.
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16. lrregular Procurement Process

The statement of profit or loss and other comprehensive income and Note 22 to the
financial statements reflects other operating expenses of Kshs.2,920 ,271 ,196. The
amount includes payments amounting to Kshs.239,745,421 paid to suppliers whose Local
Purchase Orders (LPOs) were issued after presentation of invoices for payment. This
was indicative of regularizing the procurement process after the delivery of goods or
services which is contrary to Section 69(2) of the Public Procurement and Asset Disposal
Act, 20'15 which states that no procurement approval shall be made to operate
retrospectively to any date earlier than the date on which it is made except on
procurements in response to an urgent need.

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

17. lrregular Payment of Acting Allowances

The statement of profit or loss and other comprehensive income and Note 20 to the
financial statements reflect staff cost of Kshs.s ,289,051,147. However, analysis of the
payroll data for the period under review revealed that thirty (30) officers had been working
in acting capacity for more than six (6) months and received acting allowance amounting
to Kshs.14,746,793. This was contrary to Section 4.5.5 of NHIF HR Policy and
Procedures Manual on Acting allowance which states that appointment on acting basis is
a temporary measure pending the substantive filling of the vacant post by either
recruitment or resumption of duty by the substantive holder of the post. The appointment
shall normally be limited to a continuous period of 6 months or until the vacant post is
filled whichever is the earlier, but may be extended by the Board or Chief Executive Officer
if the post remains vacant.

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

18. Non-Compliance with One-Third Rule on Basic Pay

The statement of profit or loss and other comprehensive income and Note 20 to the
financial statements reflects staff cost of Kshs.5,289,051 ,'147. Review of the payroll data
revealed that there were four hundred and fifty two (452) staff who received net salaries
that were less than a third of their basic pay. This was contrary to part C.1 (3) of Public
Service Commission - Human Resource Policies and Procedures Manual (2016) which
states that the Public Officers shall not over-commit their salaries beyond two-thirds (2/3)
of their basic salaries and Heads of Human Resource Units should ensure compliance.
Further, it was also contrary to Sectionl9(3) of employment Act ,2007 which stipulates
that without prejudice to any right of recovery of any debt due, and notwithstanding the
provisions of any other written law, the total amount of all deductions which may be made
by an employer from the wages of his employee at any one time shall not exceed two-
thirds of such wages or such additional or other amount as may be prescribed by the
Minister either generally or in relation to a specified employer or employee or class of
employers or employees or any trade or industry.

ln the circumstances, Management is in breach of the law.
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19. Short-term Deposits

As disclosed in Note 31 to the financial statements, the statement of financial position
reflects short{erm investments of Kshs.8,232,200,000. However, despite having this
short-term investment balance, the Fund reported trade payables of
Kshs.16,468,959,24'1 and other payables of Kshs.754,578,306 totalling
Kshs.17,223,537,547. This may be indicative of Management prioritizing investments
which may negate providing medical insurance cover to all its members and their declared
dependants which is the core mandate of the Fund.

ln the circumstances, value for money and effectiveness on use of public resources was
compromised.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 201 5, because of the significance
of the matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, based on the audit procedures performed, lconfirm that internal controls, risk
management and overall governance were not effective.

Basis for Conclusion

1. Failure to Update Fixed Assets Register

The statement of financial position and Note 23 to the financial statements reflects
property, plant and equipment balance of Kshs.12,848 ,439,122. However, it was noted
that the Fund did not maintain and update the fixed asset register to control its assets.
This was contrary to Section 143(1) of the Public Financial Management (National
Government) Regulations, 2015 which states that the Accounting Officer shall be
responsible for maintaining a register of assets under his or her control or possession as
prescribed by the relevant laws. ln addition, there was no evidence to show that the Fund
has ever evaluated its assets to ascertain the correct market values.

ln the circumstances, the existence of an effective mechanism to safeguard assets could
not be confirmed.

2. lnadequate Staffing Levels

Review of the payroll for the month of June, 2023 revealed one thousand seven ninety-
three (1,793) staff while the staff establishment required two thousand one hundred and
thirty-two (2,1 32) resulting to understaffing by three hundred and thirty-nine (339).
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ln the circumstances, inadequate staffing level is likely to affect the achievement of the
Fund's organizational goals and objectives.

3. Failure to Achieve Strategic Plan Targets

The 2018-2022 Strategic Plan was structured across financial, customer, process, and
organizational perspectives. Analysis conducted by policy, strategy and planning
department revealed the following outcomes;

Perspective
No of

lnitiatives
Achieved
lnitiative

Percentage of
Achievement

Percentage
Not Achieved

Financial 25 15 60% 4Oo/o

Customer 20 15 7SYo 250h
lnternal
Process 22 14 64o/o 36%
Organizational
Capacity 29 18 62Yo 38o/o

Further, the Fund projected to increase the number of principal members from 7 million
to 19 million by 2022 but as at 30 June, 2023, the membership was 16.2 million resulting
to missed target by 2.8 million members.

ln the circumstances, the effectiveness of controls to realise addition revenues through
increased membership did not achieve 100% on financial, customer, process and
organizational perspectives as envisaged in the strategic plan.

4. Failure to Update County Government Membership Codes

As disclosed in Note 13 to the financial statements, the statement of profit or loss and
other comprehensive income reflects total expenses amount of Kshs.1 ,642,009,767 paid
to various health hospitals for offering health services to County Government employees.
However, the data provided for audit was not updated with the current individual County
Government employer codes. During the year under review, sixtythree (63) employees
moved from one employer to another but retained the previous employer's code. This
was indicative of the claim system's failure to update employer codes immediately an
employee moves from one entity to another.

ln the circumstances, the effectiveness of internal controls on the system's capabilities to
update employer codes could not be confirmed.

5. lnadequate Number of Quality Assurance Officers

The statement of profit or loss and other comprehensive income reflects staff costs
amount of Kshs.5,289,051 ,147. However, during field verification, it was noted that fifty
(50) NHIF branches had only one or two quality assurance officers covering between
forty-two (42) to three hundred and thirty-four (334) facilities per branch. Further, it was
noted that Kisii branch did not have a quality assurance officer despite having two
hundred (200) health facilities under their control. ln addition, most branches had only
one motor vehicle which is used for office duties and to facilitate surveillance and
reinforcement teams.
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ln the circumstances, the monitoring of NHIF patient admissions or performance of
surprise checks to confirm treatments are as per the requests authorized by Fund could
not be confirmed.

6. Failure to Rotate Staff

Review of human resource records revealed that twentythree (23) branch managers and
twenty-nine (29) quality assurance officers who are key personnel in the management of
claims have been in the same branch for between 5-1 3 years. This may result to familiarity
or friendly approach to clients which is likely to compromise surveillance and enforcement
duties.

ln the circumstances, the effectiveness of internal controls on staff rotation could not be
confirmed.

7. Weaknesses in Claims Management System

Note 22 to the financial statements reflects the maintenance of lnformation Technology
(lT) equipment of Kshs.520,584,418. lncluded in the amount is Kshs.322,932,749 lor
maintaining two systems. However, it was established that both systems share the same
capabilities such as member management, member updates, member inquiries, claims
management and contract management which are key in claims management.

Further, there have been instances where the system merges some case codes and gives
wrong claims values, cases of double payments, excess payments above specified limits
and double admissions on the same dates in different facilities.

ln the circumstances, the effectiveness of internal controls on the claim management and
value for money on duplicate systems could not be confirmed.

8. Lack of a Modern Tier lV Data Center

During the year under review, it was noted that the Fund lacked a modern and state of
the art Tier lV Data Centre with redundancy in all critical data center services such as
power, power backup, communication links and fire detection and suppression systems.
Further, there was no active secondary disaster recovery site to provide services in case
the primary site was affected by a power outage or downtimes.

ln the circumstances, the effectiveness of internal controls and risk control management
could not be confirmed.

9. Inadequate lnformation Technology Contingency Plans and Policies

During the year under review, the Fund did not have an approved Business Continuity
Plan and backups were not being tested for successful restoration. ln addition, contrary
to Clause 8 of the ICT Policy dated 2016, the policy was not updated after three years or
from time to time as deemed necessary. Further, there were no approved change
management policy/ user change manual and procedures required to manage the
changes done in NHIF systems. This made it difficult to trace any change requests from
users/departments to the implementation stage and post-implementation.

ln the circumstances, the effectiveness of risk management to guard on emerging lT risks
and (lT) controls at application, network and database level could not be confirmed.
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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 controls, risk management and overall governance
were operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and Board of 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 governance.

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

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

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

The Board of Directors is responsible for overseeing the Fund's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 201 5 and submit the audit report in compliance with
Anide 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.
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ln addition to the audit of the financial statements, a compliance review is planned and
performed to express a conclusion with limited assurance as to 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 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. The nature, timing and extent of the
compliance work is limited compared to that designed to express an opinion with
reasonable assurance on the financial statements.

Further, in planning and performing the audit of the financial statements and review of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1Xa) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of lhe Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls 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 controls may not prevent or detect
misstatements and instances of noncompliance. 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
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 controls.

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

Conclude on the appropriateness of Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Fund's ability to continue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the 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 to sustain its services.

a

a

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

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

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

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

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

FCPA a a
AUDITOR-GENERAL

Nairobi

08 May, 2024

S
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14. STATEMENT OF PROFIT OR I.O5S AND O HER COMPREHEN5IVE INCOME FOR THE YEAR

ENDED 3OTH JUNE 2023
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ll
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38,091,351,1s5
6,0@,m0,000
7,636,n5,103
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426,U?,665
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z ,295 ,594 ,140
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34 ,!62,113,090
3 ,329 ,282,962
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1 ,287 ,328,4!1
1,324,412,816

501,235,121
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1 ,U2,0o9,767
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934,559,385
.r, t34,909,678
2,393,503,620
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I 1,910,0r 3,175
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33 ,&1 ,153 ,977
3,@0,@0,000
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.1,050, m0,000
1 , 520,{00,0@

352,800,000
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4,1U,582,667
2,877 ,255 ,761
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9,884,509,523
3,2,t8,095,999

290,537,742
91,413,962

1,966,058,021

1 ,317,076,537
705,634,179

1,164,582,667
2,862,753 ,432
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11,301,792,580
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1,201,115,249
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6,873,209,875
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29o,5!7,742
91,113,962

1,966,058,021
1,r17,076,537

705,614,179
1,16/,587,67
2,862,7 5t ,137
6,7fi,954,170

68,655,055,557
9,503,.|88,052
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a ,289 ,051 ,147
33,177 ,343

2,920 ,271 ,196
243,808,479
368,873,105

I ,855 ,4t1 ,27 1

3,054,58r,904
(46,996,260)

3 ,0O7,5 8 5,6.14

1,86l,960,470
,2,166,770

2,827,2U,472
253,784,560
292,,t82,233

8,267,358,455
3,037,434,r25

(50,053,040)

2,987,38r,085

1,861,960,470
37,166,770

2,850,0 ,833
753,7U,560
292,1E2,233

8,290,190,866
2,780,894,252

(50,053,040)

2,730,841,212

Note JUNE 2023 RESTATED BALANCE

JUNE 2022
CLOSING BALANCE

JUNE 2022

National Health Scheme Contributions
lndigent5' Sponsorship (GoK) Proqram Premium
Civil Servant Scheme Contributions & Premium
NPS & KPS Scheme Contributlons & Premium
Edu Afya MedicalScheme Premium
HISP OVC Program Premium
HlSP (OPPSD) Program Premium
County Schcme Contr rbutions & Premium
Pdrastatal Schemes Contributions & Premium
Retirees Schemes Premium
Linda llama Program Premium
WIBA - NPS & KPS Premium
WIBA - Civil Servants Premium

Natlonal Health Scheme Expenses
lndigents' Sponsorship (GoK) Program Expenses
Civii Servant Scheme Expenses
NPS & KPS Scheme Expenses
Edu Afya Medical Scheme Expenses
HlSP OvC Program Expenses
HISP (OPPSD) Program Expenses
CounIy Scheme Expenses
Parastatal Schemes Expenses
Retirees Schemes Expenses
Linda Mama Benefit Expenses
WIBA . NP5&KPS Expenses
WIBA - Civil Servants Expenses

GROSS PROFIT

Other llcomes

Staff Costs

Board Expen5es
Other Operating Expenses
Depreciation of PPE

Amortization of lntangible A5sets

Tax Expense
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15. STATE'{ENT OF FINANCIAL POSITION AS AT ]O JUNE 202]
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The financiat statements on pages 1 to 69 were approved by the Board of l,ianagernent on

ZCIO4IZDZT and signed on its behatf

'|

Dr. mson Kuhora K.

%
CPA Frrncl\W: Mwanza

Ag. Olrectd,r, Flnanclal SeMces
ICPAK Ttt/i{O: 4834

Ery. lllchael Kamau

Ch.trperson of thG Board

)

Ptop.rty, Pl.ot and Equrpmenr

lota.rSlble Aiset!
na<alvable . South B fitdte ,,t('rtB.ge

Lorf Term Depo5itr

Unq(rled lnve5tment5

&cumuLted Fund

Ratalned Earning!

ItEurred 8ut t{ot Reported llBNRl Claims Re!€rves

Tr.de Re(oivrbl.i
Olhcr Rcceiv.bles

Slto.l Term Oeposltg

Carh ind Bank Balarkol

D?tcared lnconE

Tr.d. P.y.blet
Odr€r P.vabler
t r P.y.ble
Protlgion for Lrebllrtrcr,

Ag. Chlef Executlve Offlcer
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16, STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2023

Accumulat.d Fund

xEs

33

12,2@,i?,t,34

12,209,92t,t4

12,209,97r,t4) 21,356,a91,835

3,007,585,644

21,36,t,OTf ,179t2,209,923,3{'

As per The Notionol Treasury requirement, Surplus for the yeor ended 30th June 2022 wos restoted lrom Kshs. 2,730,841,212 to Kshs.

2,441,759,576 os o result of: -

. Less: (shs. 42,000,N0 - Kitui County Government Enhonced scheme premiums eorlier recorded under indigents scheme (Note 7 &.36).

. Add: Kshs. 27,612,412 - Reyersol ol lnvoice lor legal lees charged to Legol expenses during the Jinonciol yeor Fy 2021-22 (Note 22 &, 3E)

. Less: Kshs. 4,780,000 - To coter lor under provision oJ Externol Audit fees during the finonciat yeor Fy 2021-22 (Note 22 & 40).

. Less: (sh5. 269,914,48 - NHS Delerred income reported os revenue for the linonciol ye 2021122 (Note 6 & 36).

. Add: Kshs. 545,621,509 - To recognise scheme controcts executed during the linancial year Fy 2021-22 (Note 14 & 36).

Grdnd Totol: Kshs. 256,539,873

Retoined Eornings os at I't July 2021 wos restoted from Kshs. 6,159,187,410 to Kshs. 6,159,004,369 os o result ol: "

. Less: l(shs. 183,41 - Reversol oJ Provision creoted in the linonciol yeor 2020/2021 which remoined unutilised ofter the octiity (Note 10)
Grand Totdl: Kshs. 183,041 .

Retained Earnings

t(Es

34

6,159,rE7,4t0
2,987,381,085

9,1/16,56t,a95

9 ,146,564,a93
3 ,007, 58s, 6,44

12,15,,151,139

Total

xEs

1E,t69,fi0,750
2,987,381,085

21,356,/t9l,E35

J

NOTE

At July 1, 2021

Change5 in the year / Total comprehensive income

At June 30. 202 2

AtJoly1,2022
Changes in the year / Total comprehen5ive income

At 30th June, 2023
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17. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2023

Not6

41(a)

t5

KES

(3,449,168,106)

(,16,996,260)

(3,496,16,1,366)

(%,636,944)

903,350,929

(25,080,.16.1)

84,130,003

867,763,575

KES

(1,989,740,4431

(50,053,040)

(2,039,793,483)

e&,ns,7ftI
(439,?76,500\

1,211,687,U6

3,O20,479

(24,5$,604)

30,041,919

6(x,193,553

23

21

19

26

27

28

11

(2,628,100,812' (r,.35,599,930)

1,1,587,187,535 16,42,787,45

fi 95E 694 1 347 187,535

CASHFLOWS FROM OPERATING ACTIVITIES

Cash generated from/ (used) in operations

Tax Paid

Net cash generated/ (used) in from operations

CASHFLOWS FROM INVESTING ACTIVITIES

Proceeds from disposal of Property, Plant and Equipment

Purchase of lntangible Assets

lnterest from investment

Proceeds from sale of South B estate

Purchase of Long-term Deposit

(Pu rchase )/Redem ption of unquoted investment

Net cash generated from/ (used in) investing activities

INCREASE/DECREASE IN CASH AND CAsH EQUIVALENTS

CASH ANO CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF THE PERIOD

4



NATIONAL HEALTH INSURANCE FUND
Annuol Report ond Finonciol Stotements for the yeor ended June 30,2023

18. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 30 JUNE 2023
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FY 2022/2023

Ofigrnalbudget Adtustments rrn,llbudgct
Actual on

aomparable basis

PerloJmanae

diflerence
%ol

Utilization
REVENUES

Nation.rl Heatth S.he[]e Contfl brrlionl

lndrgents' Sponsorshrp (GoK) Prograrn

Crvit Servant Scherne Contflbutions 6 Premium
NPS & KPS Scheme Conl brtrons A Pr cn]rum
Edu Afya Medrcal Scherne Premrum
HISP OVC Program Pr emiurn
HlSP TOPPSD)Prograrn Pr emrurn

County Scheme Contribulrons & PreDlrunr

Parastatal Schemes ContribUtrons & Prernrum
Retirees 5chemes Premium
Linda MaJna Prograrr Prernrum
WlEA NPS&KPS Pr emiums
WIBA Civrl Servants Premrurns
WIBA NMS Pr emrurns
TOTAL REVENUES

BENEFITS EXPENSES

National Health sche re ExDeoses

lndigents' Sponrorshrp (GoK) Proqrarn Expenses
Civit Servant 5.heme Ixpenses
NPS 6. KP5 Scheme Expenses

Edu Afya Medicat Scheme Expenses
HISP OVC Proqram Expenses
HISP (OPPSD) Progr am Expenses
County Scherre Erpenses
Par astatal Schemes Expenses
Retirees Schemes Expenses

Llnda i,\ama Benefit Expenses
WIBA NP5&KP5 Expenses
WIBA Crvit Servants Expenses
WIBA NMS Expenses
TOTAL BENEFIT EXPENSES 70,886,855,120
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12,1O3,129,282

1,806,059,392

1r,911,188,671

5,083,075,601

30,000,000

7,663,U4,934

u+,750,N
8,421,670,535

960,616,951 6 ,043 ,697 ,552

30,0@,000

3,430,563,921

dr4,750,0(D

10 ,1 49 ,006 ,47 3

5 ,289 ,051 ,1 47

33,427,vt
7,920,771,196

612,6E1,58.t

4,855,431,271

3,054,58't,904
(,16,996,260)

3,007,585,644

754,641 ,405
(3,127,3131

510,192,7?5

32,068,416

1,291,575,202

(7O7 ,600 ,2971
(46,9%,2@)

(7 54 ,596 ,557 |

12,10t,129,2a2
1,806,059,392

r3,9r r,18E,67.r

10,709,4o1,17E
1,200,511,997

r 1,9r0,0r 3,175

(t,395,628,1021)

(605,547,395)

17,001,17t,1911

.14

.34%

.1lX

766,718,987

't ,727 ,335 ,938

5,489,518,139 1,727,335,938 3,762,182,201

5,489,518,'t39 1,727,335,938 3,762,1A2,201

1Z%

-1tx
15%

5X

13%

-19%

.20%

Adjustlnents fin.rlbudget

Actualon

comparable basit

PeTformanae

dirlerence
%ol

Utilization
t\ )o))/202)

Ollgrnalbudijel

GROSS SURPLUS

Other lncome

TOTAL REVENUES

OPERATING EXPENSES

Staff Co5t5

Board Expenres

Other Operating Expenses

Depreciation & Amortiz.tion
TOTAL OPERATING EXPENSES

SURPLUS BEFORE TAXATION

Tax Expense

TOTALS/ SURPLUS FOR THE YEAR
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EXPALANTIONS FOR VARIANCES

Revenue

L Nationat Heatth Scheme - These are both statutory and votuntary contributions received from

the active members of the primary hea[th insurance cover. The low performance can be attributed

to the tow member retention rate especiatty in the informal sector affecting the revenue

cottected.

ll. lndigents Sponsorship (GoK) Program - This is a government initiative that reties on funds from

MOH to cover indigents. A sum of Kes 5 bittion was received for the scheme against an annual

budget of Kes 7.49 bittion with the batance to be disbursed in subsequent periods.

lll. NPS/KPS scheme - Premiums received were for the cover period lst Juty 2022 to 30th

December 2022. The NPS/KPS contract was not renewed upon tapse on 31st December 2022.

lV. Parastatal Medical Schemes - The variance can be attributed to premiums from the previous

cover periods that were remitted during the period under review.

V. Retirees Schemes -

Expenditure

l. lndigents Sponsorship (GoK) Program 'The tow utitization is due to a gap in registration and

sensitization of indigents. Measures have since been adopted to increase awareness.

ll. Civil Servant Scheme - The scheme recorded a high utitization especiatty for inpatient and

outpatient benefits due to the preference by members to seek seMces at private facitities rather

than pubtic facitities which are low cost.

lll. NPS/KPS scheme - The tow utitization against the budget for the period under review is

because the contract was not renewed upon lapse on 31st December 2022.

lV. Secondary School Medicat Scheme The high absorption is due to an increase in inpatient and

outpatient benefits at private high-cost faci(ities.

V. HISP OVC & OPPSD The variance is due to a lack of awareness by members of this program.

Sensitization activities have been ptanned in the subsequent periods.

Vl. Retirees Schemes - membership for this scheme has increased teading to increased utitization.

Further, this scheme is a high-risk portfotio. However, measures have been put in ptace such as

increased premiums per member.

Vll. Operating Expenses.

% VARIANCE

Group Life Cover

Subecriptions

Legal Expenses

7

AUDGET

2023

43,117 ,843

41,723,594

291,781 ,425

ACIUAI.S

2023

23,527,170

32,307,315

293,669,000

45%

z3%

0%
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Security & S.fety Expenses

Extern.l Audit Fee

Proviilon for Doubtful Receiv.bles

Provlslon for Doubtful lnvestmentg

T.anrport Operitlng Exp€nr€3

Travel & Accommodrtion

Poltage I Couder

Telephone, Itobile & lnternet Serviaes

Hospitality & Offi<e Refr6hmenti

Utillty Costs - Electrlcity

New.p.perrl Periodic.l3/ Books

Printing & Strtion.ry4eneral

AdvertlsinB & Publlclty

Secudty Printing

Cle.ning l.t€ri.ls & Se.vices

ComFrter Strtionary & rlate.irl
lilonitorlng & Evllultion

Rental Expensei & Rates

,l€mber Registr.tlon CampriBn

ln3urancer, Llcens€r & Permits

Communlcrtion & Public P.rticip.tlon
Staff W.lf.re
Crp.city BuildinS

St.ff ,i€dical kheme

lAalntenance of Offlce Equiprnent

l aintenance of fT Equipments

lilnigement Consult.ncy Fce

Bank Chrrlcs & Commlsslons

Totrl

87 ,572/&
s,000,000

56,949,735

5,000,000

-35S

0t;

0*

3%

0s

' 10x

-38%

-14%

.r01

100*

't%

-51X

0*
-r0%

.24X

0*
-11%

&
-95X

06

-34l;

0*
-9%

-44%

-44

271,N,m
375,9U,44

11,U3,74
r 46,EE3,5r 6

46,2T2,1E0

14,E11,211

1,095,957

40,7',t6,328

377,840,W

294,4y,290

20,436,080

54,200,000

228,E66,U1

325,239,,rEE

11,13 r ,384

91,357,660

t9,706,570

11,360,291

41,060, r70

185,?29,212

47 ,7 43,7fi

2E,r'f3,220

42,742,290

21,576,715

267,022,179

r,055,973

45,250,000

216,199,200

353,333,022

64,255,352

6r 2,500,0@

47,000,000

37,807,2U

3,,128,153,921

29,953,692

715,658,475

322,617,5$5

35,783,07r

520,5E4,418

?6,394,74

3E,277 ,213

7,920 ,77 1 ,196

Stoff Group Life & Last Expense & GPA - The tow utitization is due to lack of GPA cover for

staff during the period under review.

Subsciptions - The low absorption was due to an lntegration of management standards

which ted to a reduction of internat audit expenses.

Secuity &. Safety Expenses - Budgeted under this vote was a fir dritt and disaster

preparedness activities which were not done in some offices which are earmarked for the

subsequent financial year.

Telephone, tAobile & lnternet Services - This item was affected by the late approval of the

Supptementary Budget teading to a detay in procurement of connectivity services.

Hospitality & Office Refreshments - There was a detay in procurement of services under

this vote pending the approvat of the Supptementary Budget.
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. NewspoperslPeriodicalsl Books The user department earmarked this budget for

integration of the Resource Centre with the Kenya Nationat Library Services. This woutd

reduce future expenditure on books and newspapers. This process was however detayed.

. Advertising & Pubticity - Pending activities under this budget inctude Road shows, purchase

of promotional materials and media buying for which the procurement process/contract

signing was not comptete by 30th June 2023.

. Computer Stotionery &. lvlaterials - This item had no approved amount in the annual budget

but tater reviewed in the supptementary budget, Att expenditure had to wait for approvat

of the Supptementary budget by the Nationat Treasury and therefore the low absorption.

. Rental Expenses - Owing to a detay in approval of the new Structure, 2 additional regional

offices that were earmarked for operationatization were not set up as ptanned. This led to

reduced spending on rent.

o lnsuronces ond Licenses - lnsurance premiums for the cover period beginning 1st Juty 2022

were paid in the prior period7021/2022 hence the tow utitization in 2OZZIZOZ3.

. Stoff Welfare The approved budget for this item was Kes 10.26 mittion against the

proposed Kes 45.25 mittion. The shortfatt was part of the Supptementary budget which

meant that activities were put on hotd awaiting approval.

. llointenonce of office equipment' Repainting of the NHIF buitding and Parking were

earmarked to be done during the period under review. However, this was put on hotd and

instead, there were plans for the refurbishment of the entire buitding in the subsequent

financiaI year.

. llanogement Consultoncy fee Research externat studies consuttancy was ptanned to cater

for the survey needs of the Fund with particutar emphasis on UHC. This was however rotted

over to the subsequent financiaI year pending imptementation of changes in UHC.

Vlll. Staff costs'The period under review saw the implementation of the CBA in February/March

2023 teading to increment in gross pay and attowances.

lX. Board Expenses - During period under review, there was a rise in the frequency of board

meetings and sessions. This was driven by the heightened responsibitities assigned to the Fund

during a period marked by reforms, structural adjustments, and regulatory changes atigning with

the Government's pursuit of Universal Heatth Coverage.

9
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19- NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL INFORA{ATION

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 balance sheet is represented by the statement

of financiat position and the profit and toss account by the statement of profit or toss and other

comprehensive income in these financiat statements.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis. The preparation of

financiat statements in conformity with lnternationat FinanciaI Reporting Standards (IFRS) attows

the use of estimates and assumptions. lt atso requires management to exercise iudgment in the

process of apptying the Fund's accounting poticies. The areas involving a higher degree of

judgement or comptexity, or where assumptions and estimates are significant to the financial

statements, are disctosed in Note 5.

The financial statements are presented in Kenya Shittings (Kes), which is atso the functiona[ 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 lnternationat Financiat Reporting Standards (IFRS). The

accounting poticies adopted have been consistentty applied to alt the years presented.

The financial statements comprise the statement of comprehensive income, statement of

financial position, statement of changes in equity, statement of cash ftows, and notes.
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3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS
(rFRS)

l. l{ew and amended stondards ond interpretotias in issue and effective in the yeor

ended 3O Jme 2023.

|FRS 17 lnsurance
Contracts (issued in liay
20171

The new standard establishes principtes for the
recognition, measurement, presentation, and
disctosure of insurance contracts issued. lt atso
requires simitar principles to be apptied to
reinsurance contracts held and investment
contracts with discretionary participation features
issued. The objective is to ensure that entities
provide retevant information in a way that
faithfutty represents those contracts.
The comporry is on insuronce company. The
odoption ol IFRS 17 hos hod the Jollowing effects:

/ Creation ol IBNR reserves
/ OCR recognltion.

*lonagement hos ossessed the opplicoble
standards ond omendments. Based on their
assessment ol impoct of applicotion of the obove,
the lollowing has been assessed to be significont

lor the comqny and hos been addressed os

lollows.

1. IBNR - Creotion of IBNR reseryes that tokes
into considerotion liability for claim-
generoting events that hove taken place but
hove not yet been reF,orted to the insurer or
sell-insurer.

2. Prior Period Claims - Posted bock to the IENR

reserves in the current yeor.
3. Current cloims liabillties (FY 2022123) hove

been occounted for in this year's claims
expenditures ond IBNR reserves occounts.

Effective for annual periods

beginning on or after 1r
January 2023.

IAS 8- Accounting
Poticies, Errors, and
Estimates

The amendments, appticabte to annual periods

beginning on or after 1st January 2023, introduce
a definition of 'accounting estimates' and inctude
other amendments to IAS 8 to help entities
distinguish changes in accounting poticies from
changes in accounting estimates.

Manogement hos assessed the oppllcable
stondords ond amendments. fused on their
assessment of lmqct of opplicotion ol the oboye,
it does not exryct thot there will be o signilicont
impoct on the Fund's financial statemenfs.

The amendments are
effective for annual
reporting periods beginning
on or after January 1 , 2023.

ll
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The amendments are
effective for annuat periods

beginning on or after
January 1, 2023.

Amendments to IAS I

titted Disclosure of
Accounting Poticies
(issued in February
20211

The amendments, applicable to annuat periods

beginning on or after lst January 2023, require
entities to disclose their materlat accounting
poticy information rather than their signlficant
accounting policies.

lonagement has ossessed the applicable
stondards ond omendments- Eosed on its
ossessment of impoct ol opplicatlon of the obove,
it does not expect thot there will be o significont
imrr.ct on the Fund's finonciol statements.

Amendments to IAS 12

titled Deferred Tax
Retated to Assets and
Liabitities arising from a

Singte Transaction
(issued in May 2021)

The amendments, appticabte to annual periods

beginning on or after 1st January 2023, narrowed
the scope of the recognition exemption in
paragraphs 15 and 24 of IAS 12 (recognition
exemption) so that it no longer appties to
transactions that, on initiat recognition, give rise
to equal taxabte and deductibte temporary
differences.

lrlonogement hos assessed the oppticoble
stondords ond amendments. Based on its
ossessment of impc.ct of opplication ol the above,
it does not expect that there will be o signiricont
impact on the Funds finonciol stotements.

The amendments are
effective for annual periods

beginning on or after
January 1, 2023.

,,

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS

(rFRs

New and omended standards ond interpretations in issue but not yet effective in the

year ended 30 June 2023.

Amendments to IAS 1 titted
Ctassification of Liabitities
as Current or Non'current
(issued in January 2020,
amended in October 2022)

The amendments, appticabte to annuat
periods beginning on or after lst January
2024, clanly a criterion in lA5 1 for
ctassifying a tiabitity as non-current: the
requirement for an entity to have the right
to defer setttement of the liabitity for at
least 12 months after the reporting period.

lAonogement does not plon to apply ory ol
the obove until they become effective.
Based on its ossessment of the potentiol
imqct ol application of the obove, it does

not expect thot there will be o signilicant
impoct on the Fund's finonciol stotements.

The amendments are effective
for annual periods beginning on

or after January 1, 2024. Eartier
application is permitted.
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Amendment to IFRS 16

titled Lease Liabitity in a

Sate and Leaseback (issued

in September 2022)

The amendment, appticabte to annual
periods beginning on or after lst January
2024, requires a eller-tessee to
subsequentty measure lease liabitities
arising from a teaseback in a way that it
does not recognise any amount of the gain
or [oss-

ll,anogement does not plon to apply ony of
the obove until they become elfective.
Based on its ossessment of the potential
imryct of applicotion ol the above, lt does

not expect thot there will be o sbnlficant
imqct on the Fund's linonclol stotements-

The amendments are effective
for annua[ periods beginning on

or after January 1, 2024. Eartier
application is permitted.

Amendments to IAS 1 titted
Non-current Liabitities with
CoYenants (issued in
October 2022)

The amendments, appticabte to annuaI
periods beginning on or after lst January
2024, improve the information an entity
provides about tiabitities arisinS from loan
arrangements for which an entity's right to
defer settlement of those liabilities for at
teast twelve months after the reporting
period is subject to the entity comptying
with conditions specified in the loan
arrangement.

hlonogement does not plan to owly ony ol
the aboye until they become effectiye.
fused on its assessment of the Ntentlal
imqct of opplication of the obove, it does
not expect thot there will be o slgnificont
lmpoct on the Fund's finonciol statements.

The amendments are effective
for annua[ periods beginning on
or after January 1, 2024. Eartier
apptication is permitted.

iii. Early odoption of stondards

The Entity adopted the IFRS 17 standards on insurance contracts earty in the year 202112022.

4. SUAII AARY OF ACCOUNflNG POLICIES

The principte accounting poticies adopted in the preparation of these financial statements are set

out betow:

a) Revenue recognition

Revenue is recognised to the extent that it is probable that future economic benefits witt ftow
to the Fund and the revenue can be reliabty measured. Revenue is recognised at the fair value
of consideration received or expected to be received in the ordinary course of the Fund

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

l3



NATIONAL HEALTH 
'NSURANCE 

FUND
Annual Report and Finonciol Statements for the year mded June 30, 2023

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

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

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

iv) Other income is recognized as it accrues.

b) Benefit Expenses (Ctalms)

These are payments on claims to heatth care providers and general claimants arising from
hospitalization and any other goods or services incurred by the Fund for the direct benefit of
the contributor in the approved and accredited health care providers. Heatth care providers

report claims upon admission by way of notification and upon discharge, the hea[th care
provider presents to the Fund the claims for payment. Ctaims are recognized as liabitities on[y
after verification. The average length of stay in the heatth care providers is 5 days. Ctaims not
received within 90 days from date of discharge are not admissibte.

At the ctose of business on 30 June of the financial period, any valid ctaims not presented to
the Fund are automaticalty accounted for in the subsequent financial period.

c) Property, Plant and Equipment

Atl categories of property, plant and equipment are initiatly recorded at cost less accumutated
depreciation and impairment losses. Gains and tosses on disposat of items of property, plant
and equipment are determined by comparing the proceeds from the disposal with the net
carrying amount of the items and are recognised in profit or loss in the income statement.

d) Depreciatlon And lmpairment Of Property, Plant And Equipment

Freehotd tand and capitat work in progress are not depreciated. Capita[ work in progress retates
mainly to the costs of on-going but incomptete work on buitdings and other civil work and
instatlations.

Depreciation on property, p[ant 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 usefut [ife. The annual rates in use are:

40 years 7.5%

5 y?ari 2U

ASSET/ ASSET CLA55 ASSET LIFE/ LEASE

P ERIO D

PERC ENTAGE

DEPRECIATION

Land

Buildings and Civil works

Plant and Machinerv

Motor Vehicles & Motorcyctes

Computers and Related Equipment

Office Equipment

Furniture and Fittings

14

8 years 12.5X
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e) lntangibte Assets

lntangibte assets comprise purchased computer software ticences, 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 usefut tife of the intangibte assets from the year that they are
avaitabte for use, usuatty over three years.

f) Amortizations and impairment of intangible assets

Amortization is catcutated on the straight-tine basis over the estimated usefuI life of computer
software of three years.

g) lnvestment property

lnvestment property, which is property hetd to earn rentats and/or for capitat appreciation
(inctuding property under construction for such purposes), is measured initiatty at cost,
inctuding transaction costs. Subsequent to initiat recognition, investment property is measured
at fair vatue. Gains or losses arising from changes in the fair vatue of investment property are
inctuded in profit or loss in the period in which they arise. An investment property is

derecognized upon disposal or when the investment property is permanentty withdrawn from
use and no future economic benefits are expected from the disposat. Any gain or loss arising on
derecognition of the property (catcutated as the difference between the net disposaI proceeds

and the carrying amount of the asset) is inctuded in profit or loss in the period in which the
property is derecognized.

a) Finance and Operating Leases
Leases which confer substantiatty att 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 vatue and the present vatue of the minimum lease
payments, and the asset is subsequentty accounted for in accordance with the accounting
poticy appticabte to that asset.
Att other leases are treated as operating leases and payments made under operating leases

are recognised in profit or toss account on a straight-tine basis over the term of the tease.
Lease incentives received are recognised as an integral part of the total tease expense over
the term of the tease.

h) Fixed lnterest lnvestments (Bonds)

Fixed interest investments refer to investment funds ptaced under Central Bank of Kenya (CBK)

long-term infrastructure bonds and other corporate bonds with the intention of earning interest
income upon the bond's disposaI or maturity. The bonds are measured at cost.

i) Unquotedlnvestments

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

l5



NATIONAL HEALTH 
'NSURANCE 

FUND
Annuol Report ond Finonciol Stotements for the yeor ended June 30,2023

j) Trade and Other Receivables

Trade and other receivabtes are recognised at fair vatues less attowances for any uncoltectibte
amounts. These are assessed for impairment on a continuing basis. An estimate is made of
doubtfut receivabtes based on a review of att outstanding amounts at the year end. Bad debts
are written off after atl 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 calt
and highty liquid investments with an originat maturity of three months or tess, which are
readity convertibte to known amounts of cash and are subject to insignificant risk of changes in
value. Eank account batances inctude amounts hetd at the Central Bank of Kenya and at various

commercial banks at the end of the financial year.

l) Trade & Other Payables

These payabtes are non-interest bearing and are carried at amortised cost, which is measured

at the fair value of contractuat value of the consideration to be paid in future in respect of
goods and services supptied, whether bitted to the Fund or not, less any payments made to the
supptiers.

m) Retirement Benefit 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 1st January 2008. The

scheme is administered by an in-house team and is funded by contributions from both the
emptoyer (Sponsor) and its employees. The emptoyer therefore has no tiabitity safe for the
monthty employer contributions which have been futty remitted to the scheme.

The company atso contributes to the statutory Nationat Sociat Security Fund (NSSF). This is a
defined contribution scheme registered under the NationaI SociaI Security Act. The company's
obtigation under the scheme is timited to specific contributions tegistated from time to time.

n) Provision for staff leave pay

Emptoyees' entitlements to annual leave are recognised as they accrue at the emptoyees. At
provision is made for the estimated tiabitity for annual leave at the reporting date.

o) Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic
environment in which the entity operates, Kenya Shittings. Transactions in foreign currencies
during the year/period are transtated into the functional currency using the exchange rates
prevaiting at the dates of the transactions or vatuation where items are re-measured. Any
foreign exchange gains and losses resutting from the setttement of such transactions and from
the transtation at year-end exchange rates of monetary assets and tiabitities denominated in
foreign currencies are recognised in profit or toss.
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p) Budget information

The original budget for FY 2022/2023 was approved by the Board of Directors on 14th December
202'l and forwarded through the GIMIS ptatform as per the NationatTreasury Circutar No.112021
to the Ministry of Heatth. The budget estimates were approved by the Ministry of Heatth as per
recommendations from the Nationat Treasury and its approvaI was conveyed through the GIMIS
ptatform on 24th August 2022. Subsequent revisions were made to the originat budget and
approvals obtained from both the Ministry of Heatth and the Nationat Treasury as per the PFM

Act, 2012. The additionat budget estimates are added to the originat budget upon receiving the
respective approvats to arrive at the final budget for the year.

The Fund's approved income and expenditure estimates are compared to the actual income
and expenditure disctosed in the financiat statements. This is for all the voted budgetary items
in tine with NHIF ctassification of income and expenses. A comparison of budget and actual
amounts, to evatuate performance, comptiance and inform appropriate management decisions
is prepared and presented in the statement of comparison of budget and actuat amounts.

The statement of comparison of budget and actuat amounts considers the actuaI performance
in cash basis leading to a difference in the base of preparation between the financial statement
which uses accruat and the management account report which uses cash basis. A reconcitiation
statement is then prepared to note and harmonize any differences arising thereof.

q) Comparative Figures

Where necessary comparative figures for the previous financiat year have been amended or
reconfigured to conform to the required changes in presentation.

r) Subsequent Events

There have been no events subsequent to the financiat year end with a significant impact on

the financiaI statements for the year ended June 30, 2023.

s) 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 relates to lnterest on investment and is deducted from Surptus before
taxation.

t7



NATIONAL HEALTH 
'NSURANCE 

FUND
Annual Report ond Financiol Stotements for the year ended June 30, 2023

5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINW

The preparation of the Fund's financial statements in conformity with IPSAS requires management

to make judgments, estimates and assumptions that affect the reported amounts of revenues,

expenses, assets and tiabitities, and the disclosure of
tiabitities, at the end of the reporting period. However, uncertainty about these assumptions and

estimates coutd resutt in outcomes that require a material adiustment to the carrying amount of
the asset or tiability affected in future periods.

a) 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 materiat adjustment to the carrying
amounts of assets and tiabitities within the next financial year, are described below. 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
reftected in the assumptions when they occur.

b) Useful lives and residual values

The useful lives and residuat vatues of assets are assessed using the fottowing indicators to
inform potential future use and vatue from disposat:

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

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

. The nature of the processes in which the asset is deployed.

. Avaitabitity of funding to reptace the assets.

c) Provisions

Provisions for bad and doubtfut debts when raised, management determines an estimate based

on the information avaitabte.

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

CLOSING BALANCE
JUNE 2023

RESTATED EALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2022

6. SURPLUS FROM NATIONAL HEALTH SCHEME (NHS)

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

There was a total of 16,210,351 members as at 30th June 2023 which is comprised of
8,674,681 members in the informaI sector (setf-emptoyed contributotsl, 2,573,479
Sponsored program members and 4,962,191 in the formal sector. Out of the totat 16 mittion
members, active members were 7,106,911 with 3,880,842 in the format sector representing
78%, 1,348,652 in the sponsored program representing 55%, as wett as 1,877,417 in lhe
informat sector representing 22%).

The medicat benefits paid out to heatth care facilities for medical services rendered to
members of the national scheme has seen a significant growth trend in recent years due to
high tevet of awareness of what NHIF's 'Supa Cover' pays for as benefits.

7. SURPLUS FROTA tNDtGENTS',SPONSORSH|P (GOK) PROGRAT

Statutory Contribution
Setf Emptoyed Contributions
Penalties
Total Contributions
Expenses:
Group Life Expenses
Outpatient Expenses
lnpatient Expenses
Speciatized Benefits Package
Evacuation Services Expenses
IBNR Ctaims
Total Expenses
Surplus for the Year

Premiums
Total Contributions
Expenses:
Outpatient Expenses
lnpatient Expenses
Speciatized Benefits Package
Total Expenses
Surplus for the Year

31,499,399,400
6,724 ,47 4 ,538

367,487,218
38,091,361,156

14,000,000
6,O50,973,443
7,785,577,288

19,766,ZZ4,984
34E,147,454
397,494,970

34,362,413,O90
3,728,948,066

6,m0,0@,0@
5,O00,000,000

1,262,657,161
834,057,917

1,212,567,884
I ,329 ,282,962
2,670,717,Ol8

27,495,433,480
5,985,005,603

320,714,E94
33,801,153,977

4 ,965 ,797 ,649
6,918,578,913

'15,630,'tM,124

426,925,868
(587,656,438)

27,353,750,116
6 ,447 ,403 ,861

3,0@,000,000
3,000,000,000

453,808,320
34o,445,45
567,304,073

1 ,t61,557 ,798
1,618,442,702

27 ,765 ,347 ,528
5,985,005,603

320,714,894
34 ,O7 1 ,068 ,O25

4 ,965 ,797 ,649
6,91E,578,913

't5,630,1U,'t24
426,925,868

(587,656,438)
27 ,351 ,750,116
6,717 ,317,909

3 ,042,000,000
I ,042, 000,000

453,808,320
3!o,445,45
567,3M,O73

1 ,361 ,557,798
1,640,442,202

The Fund entered into a Memorandum of Understanding with the government to provide
medicat insurance cover to indigents and the vutnerable in the country. The scheme was
taunched on 7th February 2022 in Mombasa County.
Under this medical insurance, principat members together with their dependents are
entitled to outpatient & inpatient care and the speciatized benefits package,
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CLOSING BALANCE
JUNE 2023

RESTATED BALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2022

8. (DEFTCTT) FROM CrVrL SERVANTS (CS) SCHEME

Premiums
Statutory Contributions
Ex-gratia fund
Premlums & Contributlons
Expan3es:
Group Life Expenses
Admlnlstratlve Expenses
Outpatient Expenses
lnpaHent Expenses
Speciatized Benefits Package
Evacuation SeMces Expenies
Ex-gratia Expenses
IBNR Clalms
Total Expenses
(Deficlt) for th€ Ye.r

5,7@,093,0@
1,842,638,400

,u},703
7,616,775,103

5,ffi,211,737
2,149,924,450

791,@2,1fi
7 ,941 ,zsE ,64s

5,W,241,737
2,149 ,924,450

291,092,456
7,941,258,645

33,520,0@
't74,761,886

3,1',tl,777,198
2,710,3E2,ru
1,921,326,339

25,376,790
291,092,458
349,E93,668

8,618,131,112
l6t6,877,1671

8,.140,@0
313,684,022

3,702,932,838
2,375,981,4$
2,116,0',11,954

71,748,671
94,0/.3,703

570,479,461
9,253,122,1U

('1,616,5/t7,(x)l )

33,520,0@
174,761,886

3,111,777,198
2,710,182,tu
1,921,326,339

25,176,790
291,092,458
349,893,668

8,618,131,112
1676,E72,1671

The Fund entered into a contract with the government to provide enhanced medical
insurance cover to civiI servants and their dependants. The civit Servants scheme is now in
its 10th year since inception on 'l't January 2012. As at 30th June 2023 the scheme had a
membership of 1Zl,961. Under this medicat insurance, principal members together with
their dependents(M+6) are entitted to outpatient & inpatient care, group life and tast
expense cover.

The Outpatient cover caters for alI outpatient procedures inctuding denta[ & opticaI services
white inpatient cover is received in NHIF accredited facitities and inctudes alt inpatient
procedures. AtI scheme members have been assigned limits for both outpatient and inpatient
benefits in the current 2022-2023 contract. This is a departure from previous year when civil
servants in job categories A-K used the capitation model of heatthcare financing to receive
outpatient services.
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CLOSING BALANCE
JUNE 2023

RESTATED BALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2022

9. SURPLUS FROr,t NPS & KPS MEDICAL SCHE AE

Statutory Contrlbutlons 1,148,081,350 2,257,&4,483 2,257,664,43

Premlums & Contrlbutlons 4,577,238,410 7,130,267,535 7,130,267,535

Group Llfe nseS n,150,w 165,750,000 165,750,000

Outpatlent

Speclallzed 8cnefi ts Package

1 ,461,276,013

1,316,754,618

2,349 ,733 ,178 2,349 ,711 ,178

1,906,493,853 1,906,493,E53

Ex-Srrtla Expenres 78,733,$3 285,n7,493 286,n7,493

Tot!l es 1,2E7 ,328,111 9,EE4,509,523 9,884,509,523

The National Police Service & The Kenya Prisons Service (NPS & KPS) contracted The FuM
to provide comprehensive medical insurance cover to its emptoyees. The scheme is in its
Fifth year of implementation and lapses 31't December ZOZL. As at 31n December 2022 the
scheme membership stood at 132,28L.

The scheme covers inpatient, outpatient coverage, dental and opticat benefits as weu as
last expense. Officers in job groups A - L are entitted to untimited inpatient coverage in
institutions that are specifica[ty designated for them while outpatient benefits are available
under the Fixed Fee for Service modet. Job groups M-T have access to outpatient and
inpatient benefits within the attocated timits.

10. (DEFICIT) FROM EDUAFYA I EDICAL SCHEvIE

PrGmlumt
Expenses:

Group Llfa Epcnsar
Admlnlstratlve Expenses

Outpatlcnt EQansc6
lnpatlent Expcnses

Spcchfiz.d lGmfltr Prck gG

Evacuatlon SeMces Exp€nses

IBNR Clalms

Total Exp€Nei
(Deflclt) for thc Yelr

4,050,(po,00o 4,050,000,000

345,5@,@0

105,E67,345

1,*<r,71r,717
1,354,785,043

y9,276,W
2W,650,445
198,620,zfi

1,121,412,E36
(271,42,E 61

279,@0,000

66,162,836

1,3y,911,yt
782,108,105

395,793,578

242,073,633

128,046,502

3,24E,095,999

E0t,9q,oot

4,050,000,000

279,@0,0@

66,162,E38

1,354,911,343

782,108,105

395,793,57E

242,073,633

128,046,502

3,24E,095,999

E0t,9(N,0ot
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The Ministry of Education contracted NHIF to provide medicat insurance to all pubtic
secondary school students for the duration of their study. This is in tine with the Government
Agenda of achieving Universat heatthcare coverage, The Fund is expected to cover at teast
3 mitlion students enrotted in pubtic secondary schoots. Students are the primary participants
of this cover, and they receive inpatient, outpatient, dental, opticat, tast-expense, and
group tife benefits. They access outpatient services under the Fixed Fee For Service (FFFS)

modeI in contracted heatth care facitities.

CLOSING BALANCE
JUNE 2023

RESTATED BALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2022

11, SURPLUS FROM HISP . OVC PROGRAM

Premiums

Expenses:

Outpatient Expenses

lnpatient Expenses

Speciatized Benefits Package

IBNR Clalms

Total Expenses

Surplus for the Yelr

1,520,400,000 r,520,400,000 1,520,4@,000

3?,458,552

214,156,235

733,229,249

(5,608,614)

504,235,421

1,016,161,579

5,071,571

143,21E,9E0

139,022,26

3,224,985

290,537,742

1 ,ZZ9 ,E62,25E

5,071 ,571

143,21E,9E0

139,022,206

3,224,985

290,537,742

1 ,229 ,862,25E

The Heatth lnsurance Subsidy programme for orphaned and vulnerable chitdren (HISP-OVC)

scheme is administered by the Fund in partnership with the Ministry of Heatth. The program
is aimed at providing comprehensive medical cover to a setected househotds with orphaned
and most vutnerabte children in Kenya. There was increase in membership in December 2020
from 181 ,968 to 253,400.

12. SURPLUS FROM HISP - OPPSD PROGRAM

PrGmlumr

Expenses:

Outpatlent Expenses

lnpatient Expenses

Speclatlzed Beneflts Package

IBNR Ctaims

Tot l Eeenses
Surplus for the Year

352,E00,000

2,7A6,'.t70

57 ,765,718
81,130,575

(62,855)

t4l,6t9,6oE
211 ,180,392

352,EOO,mO 352,E00,(x)0

807,150

41,891,716

47,978,395

736,681

91,413,962
261,386,03E

807,150

41,891,736

47,978,395

736,681

91,41r,962
261,386,038

The Government through the Ministry of Heatth entered into an MOU to administer a Heatth
lnsurance Subsidy programme for Older Persons and Person's with severe disabititier (HlsP-
OPPSD). This is in tine with the Constitutionat 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 with a poputation of 42,000 and thereafter increased
membership to 58,800 in Aprit 2021.
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CLOSING BALANCE
JUNE 2023

RESTATEO BALANCE
JUNE 2022

CLOSING BALANCE
luNE 2022

13. SURPLUS FROM COUNTY MEDICAL SCHEME

Pr€'rnluns

Statutory Contributions
Pr.mlum e ContrlbutlorB
Expenses:

Group Llfe Exp€mes
Administrative Expenses

Outpafient E:gcnses

lnpatient Expenses

speclalhed Benefits Package

Evacuation Services Expenses

IBNR Ctalms

Total Expenses

Surplus for tha Ycar

2,$1 ,179 ,071

953,1 34,100

1,434,613,171

84,340,00
773,350

526,8y.,511
451,446,216

537,151,6(b
4,563,029

36,680,995

1 ,642,009,767
1,792,60r,N

2,736,E76,022

1,689,185,300

1,126,061,322

76,690,0@

533,302,529

695,039,929
y4,7$,q9

9,781,783

106,503,370

1,966,058,021

2,1160,0O3,302

2,736,E76,022

1,689,185,300

1,126,061,r22

76,690,0@

533,302,529

695,039,929

5A4,7Q,409
9,781,783

106,503,370

1,966,058,021

z,160,oor,ro2

The Fund entered into a contract with County Governments to provide private medical
insurance cover to their staff. The County Government Scheme started in 2014. There
were a total of 31 engagements under the schemes which brought on board County
Governments, County Assembties and County Executive Enhanced Staff MedicaI Schemes
with a totat membership of 58,427 .

The benefits vary from one to the next entity as each county, county assembties and
executives negotiate for their own scheme benefits package. The benefits under county
schemes include inpatient and outpatient benefits, dental and opticat, and last expense
and group life covers. The medical benefits are accessed through either capitation or Fixed
Fee For Service (FFFS) depending on the benefits package negotiated with each county
Government-

14. (DEFICIT) FROM PARASTATALS MEDICAL SCHEMES

Premiums

Statutory Contributions

Premlums & Contributlons
Expenses:

Group Life Expenses

Administrative Expenses

Outpatient Expenses

lnpatient Expenses

Speciatized Benefits Package

Evacuation Services Expenses

IBNR Ctaims

Total Expenses

(Deffcit) for the Year

1 ,791 ,125,215
477,859,871

2,213,985,086

3,m,000
25,375,035

651,366,467

450,890,098

354,876,170

3,855,411

687,361,326

2,177,264,508
36,720,579

1,285,346,988

461,719,770

1,747 ,066,758

16,590,0@

455,872,126

417,653,900

280,302,632

1 ,781 ,668
124,876,210

1 ,117 ,O7 6 ,517
429,990,222

739,725,479

461,719,770

1,201,445,249

16,590,0@

455,872,126
437,653,900

280,302,632

1 ,781 ,668
124,876,2',10

1,317 ,076,537
(1 15,631,2E7)
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The Fund entered into contracts with Parastatats to offer enhanced medical insurance
cover to their emptoyees at premiums negotiated separatety with each corporation in tine
with the desired benefits. 43 Parastatats were brought on board during the year, and the
tota[ membership covered by the Fund under the scheme stood at 22,332. Their benefits
package varied from one organization to the other. The benefit package inctudes
lnpatient, outpatient, dentat, opticat, tast expense as well as group tife. The mode of
accessing medical benefits is targety capitation and Fixed Fee For Service (FFS) in tine with
the negotiated benefits for each state corporation.

CLOSING BALANCE
JUNE 2023

RESTATED BALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2022

15. (DEF|C|T)FROMRETTREES',SCHEMES

Premiums
Statutory Contributions
Premlums & Contrlbutlons
Expenses:
Group Life Expenses
Outpatient Expenses
lnpatient Expenses
Speciatized Eenefits Package
Evacuation Services Expenses
IBNR Claims
Total Expen5es
(Deficlt) for the Year

415,772,665
'11 ,070,000

426,842,665

10,975,W
203,707,947
340,899,591
258,727 ,190

120,349,657
934,659,385

(5O7,816,720\

485,316,530
22,878,000

s08,194,530

7,100,000
147,888,616
339,307,802
174,343,80s

279,228
16,715,028

705,634,479
(197 ,4t9,9491

4E5,316,530
22,878,000

50E,194,530

7,100,000
147,888,616
339,307,802
174,343,805

279,228
36,715,02E

705,634,479
('t97 ,439,9491

The Fund entered into contracts with organizations for retired officers to offer enhanced
medica[ insurance cover for their members at a premium. lncluded in the scheme is the
Kenya Association of Retired Officers (KARO), CBK Pension Scheme, KENGEN Pension

Scheme and Former Partiamentarians Association (FOPA).

16. LINDA A{AI'AA PROGRAI'A

Premlums & Contrlbutlon j
Expenses:

lnpatient Expenses

Caesarean Detivery Exp€nses

Normat Deli\€ry Expenses

AntenataI Expenses

Postnatat Expenses

IBNR Ctaims

Tot l Exp€nses

616,056,856

763,311,433

2,420,885,420

587,355,726

66,420,505
(319 ,12O ,262).

4,134,909,678

747,279,O78

598,954,101

1 ,978,327 ,987
426,515,462

41,E59,556

371,U6,482
4,1U,5E2,667

747,279,07E

598,954,101

1,978,327,987

476,515,462

41,859,556

371,U6,482
4,164,5E2,667

1,134,9@,678 1,164,542,667 4,164,562,667

This is a sponsored program by the government of Kenya through the Ministry of Heatth
(MOH) targeting pregnant mothers from att backgrounds launched on 1't June 2013.
A memorandum of understanding was signed between the Government and NHIF to actuatize
the implementation of the programme on 27th February 2017. The program targets att
expectant mothers without insurance where mothers are entitted to access antenataI care,
maternity services, postnatal care, and care for new-born from NHIF contracted pubtic as

24



NATIONAL HEALTH INSURANCE FUND
Annuol Report ond Finonciol Statements for the yeor ended June 30, 2023

wett as private heatth facitities. The MOU between NHIF and MOH provides that the Fund
shoutd reimburse Heatthcare facitities for services rendered to the mothers.

CLOSING EALANCE
JUNE 2023

RESTATED BALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2022

17. (DEFTCTT) WORK tNJURy BENEFTT ACT (W|BA) NpS & KpS

Premlums & Contrlbutlons
Expenses:
WBA Group Llfe Expens€s
WlEA Administrative Expenses
WBA BeneflB Expenses
WIBA Last Expense
Total Expenscs
(Deficit) for the Ye.r

2,393,503,620
(97,909,180)

658,381,312
121,172,825

'1,9o7,n7,522
175,4o'1,774

2,861,753,412
14,502,329

658,38r,312
121,172,825

1 ,907,n7,522
175,401,774

2,E62,75r,112
14,502,329

2,295,594,44 2,E77,255,761 z,alf ,255,761

965,595,2U
1 19,909,61 1

1,n7,998,725

The Work lnjury Benefit Act (WIBA) NPS & KPS scheme began on January 1 , 2021, and was
originatty scheduted to run untiI December 31, 2021, but the contract was extended for six
months until June 30,2022. The Fund borne the benefits and associated risks from 1st
January 2021 to 14th Aprit 2021, after which WIBA, Last Expense, and Group Life benefits
were outsourced to private Co-insurers and Facultative lnsurers.

The scheme was only active for a period of six months to December 31,7027, during the
year under review.

18. SURPLUS WORK TNJURY BENEFTT ACT (W|BA) CrVrL SERVANTS

Premlums & Contrlbutlons
Expense5:
WIBA Group Life Expenses
WlEA Administrative
Expenses
WBA Benefits Expenses
WIBA Last Expense
Total Exprnias
Surplus for the Year

6,E61,E36,5E5 6,871,209,A75

3,207,322,M2 2,012,694,524

72,47,826
3,122,133,844

5,4o1,E63,7r2
459,972,853

59,145,783
3,161,369,765
1 ,557 ,744 ,@8

6,790,954,170
82,255,705

6,871,2@,875

2,012,694,524

59,145,783
3,161,369,765
1 ,557 ,744 ,@8

6,790,954,170
82.,2s5,705

Work lnjury Benefit Act (WIBA) Civit Servants scheme commenced on 15th Aprit 2021 titt 14th
Aprit 2022. The scheme is currentty on its second year for a period of 12 months starting
from 1Sth Apnl2022 titt 14th Aprit 2023. WIBA, Group Life, Last Expense and Group Personal
Accident expenses under the scheme have been outsourced to private Co-insurers and
Facuttative lnsurers.

19. OTHER INCOMES

lnterest on lnvestments
lnterest from Disposal South B
Estate
Rent from Propertles
Agency Commissions
Recoverles out of Provlslons
Mlscellaneous Recelpts
Tot.l

903,350,929

277,361,767
2,495,681

17,303,620
1 ,200 ,511 ,997

1 ,241 ,617,176

69,840
321,359,139

2,498,656
615,775

1 ,436,481
1,567,597,066

1 ,241,617,'176

69,U0
321,359,139

7,498,656
6't5,775

1 ,436,41
1 ,567 ,597,066
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Other incomes are those that accrue to the Fund from Short-term and Long-term lnvestments
as welt as services rendered to third parties. This consists of proceeds from sundry receipts
(tender fees & card reptacement charges), agency commissions as wetl as disposat of
obsotete assets. The growth in income is due to increase in rentat income from properties
and exemption from tax on investment interests.

CLOSING BALANCE
JUNE 2023

RESTATED BALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2O22

Gratuity / Pension Contributions
Basic Satary 3,699,697 ,707 3,399,346,432 3 ,399 ,346,432

430,420,943491,0/.9,362 430,420,943
House Attowance 6U,472,162 664,U't,448 6U,U2,448

2,473,814 1,Q6,795
257,052,4&266,611 ,386

28,089,802 25,909,167Re sibitit Altowance

Staff Overtime Attowance
Commuter Attowance

't,&,795

25,909,167
257,052,468

N.S.S.F Em Contributions 12,172,880 4,414,W 4 414,W
7,887,895 14,375,311 14,375,11',|

23,722,475 14,y1,569 14,yjt,569Acti Atlowance
Transfer Allowance

15,9'r 2,1E1Hardship Altowance 15,795,117 15,912,1E,l

20. STAFF COSTS

Utitities 7,360,015 7,445,3@ 7,445,3@
Leave Atlowance 49,718,533 26,493,8v 26,493,8v
Tot!l 5,249,O51,147 4,861,960,470 4,461,960,470

These are sum of att wages paid to emptoyees as compensation, cost of emptoyee benefits
and payrotl taxes paid by the fund. The Management is committed towards Human
resource strategic ptanning and the provision of equitabte compensation as wett as benefits
to staff. lt focuses on strategicatly atigning the Fund's human capitat to the corporate
strategic objectives.

NO OF STAFF

rmanent - llanagement re
Permanent - Unlonlsable
On Contract
On Secondment
TOTAL

@7

t,tu
613

1,1i6
613

1,i96

L
3 3

1,793 1,813 1,E13

JUNE 2023 JUNE 2022 JUNE 2022

21. BOARD EXPENSES

960,@0
nce

960 @0960,@0Honoraria
itting

Accommodation and Subsistence 12,@4,387 11,554,8,18 11,554,848
Board Training Expenses 3,919,778 3,986,600 3,986,6@
Traveling Expenses 4,382,442 5,T13,143 5,723,143
Miteage 164,814 127,45 127,45
Lunch Altowance 2,262,102 365,804 365,804
Board MedicaI lnsurance 40,000 54,000 54,000
Tetephone and Postage 74,3@ 154,970 154,970
Total 33,427,343 12,166,770 12,166,770
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This expenditure caters for Board members sitting altowances, travetting expenses,
meetings expenses, training on corporate governance and workshops. The expenditure is
inftuenced by the number of fult board and committee meetings, number of seminars, and
travet activities.

CLOSING EALANCE
JUNE 2023

RESTATED EALANCE
JUNE 2022

CLOSING EALANCE
JUNE 2022

27. OTHER OPERATING EXPENSES

Group Life Cover
Su bsc riptjons
LegaI Expenses
Security & Safety Expenses
Provision for Externat Audit Fee
irovision for Doubtful necelvables
Provision for Doubtful lnvestments
Transport Opeiiting Expenses
Travel & Accommodation
eostagi & Courier
Telephone, Mobile & lnternet Services
Hospitatity & Office Refreshments
Utility Costs - Electricity
Newspapers/ Periodicats/ Books
Printing & Statjonery-GeneraI
Advertising & Publicity
Security Printing
Cleaning l,lateriats & Services
Comput6r Stationiry & Material
Monitoring & Evatuation
Rentat Expenses & Rates
Member Registration Campaign
lnsurances, Licenses A Permits
Communication & Pubtic Participation
Staff Wetfare
Capacity Briitding
Staff l,ledicat Scheme
l,{aintenance of Office Equipment
l'{aintenanc€ of lT Equipment's
,rlanagement Consuttancy Fee
Bank Charges & Commissions
Tota I

79,953,697
215,658,475
322,617,565
35,783,071

520,584,418
26,394,740
18,?77 ,113

2,920 ,27 ',t ,196

7U,744,920
204,132;395

12,288,142
113,758,472
4t,60L8S1
14,671,255

415,245
37 ,136,364

301,4o7,573
1,178,000

J7,080,654
14,139,176
6,573,@0

256,536,703
81,523,522
26,696,377

358,420
42,698,982
97,814,U5

317,861,007
26,574,867

538,545,987
19,992,1U
43,688,631

2,827,261,422

2u,744,920
204,132,395

12,288,142
113,758,472
40,603,881
14,671,255

415,245
17,116,3U

301,4o7,573
1,178,000

37,080,6y
14,139,176
6,573,m0

256,536,703
81,523,522
26,696,377

358,420
42,698,982
97,814,645

317,861,007
76,57.4,867

538,545,987
19,992,164
43,688,631

2,850,096,S3]

23,527 ,370
32,307,315

29J,669,W
56,949,735
5,000,m0

54,200,0@
228,866,641
325,2i9,488

13,1i1 ,384
91,357,660
39,706,570
13,360,291

41,060,170
185,229,242

42,742,290
21 ,i76,71s

762,O22,179

1,055,973

35,205,570
31 ,141 ,475

220,283,893
@,974,128
9,280,000

30,009,025

35,205,570
31,141,475

247,896,105
&,974,128
4,500,000

30,009,025

These are recurrent operating expenses that ensure the Fund operates and carries out its
activities smoothly. They inctude expenses associated with the generaI administration of the
organization. The current financial year saw a marginal increase in operating expenditure of 93
million representing a 3% increase compared to the same period last year.
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23. PROPERTY, PLANT AND EQUIPMENT AS AT 3OTH JUNE 2023

trnd 6ulUlnit

KES

29E,5E9,665

KES

9,7f 1,266,56,

flot- Yahlchs

& ffotorcycLt

KES

3t7,697,5@

363,,r28,119

5.9?€..424

369,354,5.1{

18,342,956

Cqnputcl! A

R.ht d

E{uFr.nt

KES

3,324,7rr,619
25,888,531

Ofro
Equlpm.lrt,

Furnltur. 6
Fttthi,

KES

2,6'/,7E4,529
8,74a,413

C.plt l Work ln

Prlfracs

KES

1,14,617,L1

Totrl

KES

17,,/l1,782,361
,616,914

4,831,171,7U
213,W,179

5,127,980,183

12,818,439,122

29E,5E9,665 i,7f1,266,561 3t7,697,5@ 1,150,6,1,1,150 2,72t,rrr,912 1,14,6t7,41 17,976,..19,305

2,2@,976,2U
I 36,I 3t ,8't 7

- 2,337,'t08,t0'l

298,589,665 7,131,15A,16t

1,200,161,815

5't,3E4,011

1 ,231,515,E25

2,099,O98,321

1,119,605,486

9,w,27

1 ,169 ,97 I ,7 13

1,553,562,230 1,14,647,41

IAS 16 establishes principles Jor recognizing property, plont ond equipment os ossets, meosuring their carrying omounts, ond meosuring the
depreciation chorges and impairment losses to be recognized in relotion to them. The Fund's ossets include, tond, buildings, motor vehicles &
motorcycles, office equipment furniture & fittings ond computer equipment. Depreciotion is on o straight-tine basis os per clouse 5.2.5 ol
NHIF'S Finoncial Policy and Regutotions (2017).

Tranif er'ladi u5tments
Cost as at lolh June 2021

DEPRECIATION

As at 1't July 2022

Depreciation
On Disposals

Additions
Dirposali

oly 7022As-.t lsr J

cosr
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PROPERTY, PLANT AND EQUIPMENT AS AT 3OTH JUNE 2022

ls rt I Ju ao21

l,.ind

KES

29t,569,665

BulHlhf,

xEs

9,762,@5,@
9,2&,896

ffiot V.hlch.
e ,fotorrycht

KES

,sr,t,7,fr

t4,917,N
14.5r0,elo

363,,t28,1 r9

21,269,381

CoiDut l: &
id.d

Equbtn nt

xEs

3,165,1.O,m9
159,607,610

1 ,157,762,178
47,309,337

t,2oo, t6t,tt 5

2,12,1,593,E0,r

Otfie
EquFn nt,
Fumlturu e

Fltthfs
KES

2,616,915,2n
37,W,250

1,061,&2,770
55,742,767

1, t 19,605,,rE6

1,535,r80,0,r3

Crgdtrl Wort ln

Pro$r.s

KEs

1,41,6E7,41

Tot l

KES

17,675,053,605
206,728,756

29E,5E9,665 9,Tf1,26,561 3'A7,697,r@ 1,32a,755,6t9 2,651,78a,r2.' 1,1{,,',6E7,1U 17,A11,782,161

2,061,U{,47
I36, t31,817

- 2,200,976,2U

298,589,665 7,570,290,24O

1,630,387,144
253,78.1,560

- 1,881,171,701

1 44,647,1E1 12,997,610,657

IAS 16 establishes principles for recognizing property, plont and equipment os assets, meosuring their corryirg omounts, ond meosuring the
depreciotion charges and impoirment losses to be recognized in relation to them. The Fund's assets include, land, buildings, motor yehicles &.

motorcycles, oflice equipment furniture & littings ond computer equipment. Depreciation is on a stroight-line basis os per clouse 5.2.5 ol
NHIF's Finonciol Poticy ond Regutotions (2017).

rddtbnr
Dltpc.lt
Trrnsfcrradrrnfinants

a5 at June

IATION

Ar .t I July 2021
O.pr.cLtbn
On Dlspo$h

as at June 2022

l.et Sook Value 306 June 2022
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CLOSING BALANCE
JUNE 2O23

RESTATED EALANCE
JUNE 2022

CLOSING EALANCE
JUNE 2022

24. INTANGIBLE ASSETS

cosT
As !t 'lrt July
Additions
Transfer/ Adrustment
As at June 30
ATAORTIZATION
As at 1st Juty
Charge for the )€ar
Transfer/ Adjustment
Ar at Junc 30
NBV as at Jun€ 30

2,023,326,545
368,873,105

2,r92,199 ,651
637,068,56'l

1,7!1,144,312
292,182,233

2,Ozt ,126,515
I,OO5,941,666

1,731,114,312
292,182,233

2,023,326,545
1,005,941 ,566

3,O29,2 ,21 ,5E9, 1,71
439,276,5N 439,276,W

3 ,O29 ,268 ,212 t,o29,268,212 3 ,OZ9 ,26E ,212

This comprises software and licenses purchased by the Fund and are amortized over a three-
year period.

25, TAX EXPENSES

Wth tloldlng Ta( Expcnse
VAT Expense - Property A/C
Totrt

14,61
,16,981,598

16,996,260

E9,176
49,961,7U

50,05t,(xo

89,276
49,963,7U

50,0t3,0/O

Withhotding tax expense is paid in respect to interest earned from investments white VAT
on property is corporate tax on rental income. The decrease in withhotding tax expense is
attributed to KRA tax exemption received in the 2021/2022 financial year.

26. RECEIVABLE - SOUTH B ESTATE MORTGAGE

Brhncc .t the b.glnnln8 of thc y.ar
Less Payments Received in the Year
BaLncc at the and of the ycar

32,618

32,61E

3,053,097
(3,020,479)

!2,61E

3,053,097
(3,020,4791

32,61E

The Fund sold houses in South B estate to staff members through mortgage at a rate of 6%.

Batances at the beginning of the year, recoveries, and balance as at 30th June 2023 is as
shown above.

27. LONG TERAit DEPOSITS

NBK (Car Loan) 57,650,798 57,222,743 57,222,743

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 employees. The schemes are
negotiated at 5% per annum between the fund and the appointed banks 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.
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CLOSING BALANCE
JUNE 2023

RESTATED EALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2022

28. a) UNQUoTED INVESTMENTS

Shares hetd at Consotidated Bank Ltd comprised 590,000 ordinary shares valued at KES.
11,800,000 and 2,120,000 preference shares valued at KES. 42,400,000 totatting to KES.
s4,200,000.

MTRH Loan refers to a loan advanced by the Fund to the Moi Teaching and Referral Hospital
(MTRH) earning an interest of three percent (3%) per annum. The interest is recognised
among interest on investments under other incomes.

b) PROVIStON FOR tMPAtRED INVESTMENTS

Tot!l 5a,200,(xro

IAS 36, Impairment of Assets, seek to ensure that an entity's assets are not carried at a
value greater than its recoverabte amount (i.e., the higher of fair value less costs of disposat
and value in use).
The KES. 54,200,000 in consolidated bank shares are non-performing ordinary and
preference shares previousty invested by the Fund. ln accordance with IAS 36, provision has
been made in the financiat statements for impaired investments in order to appropriatety
reflect the recoverabte amount of assets and impairment tosses.

29. TRADE RECEIVABLES

(t{on-
54,200,0@ 54,200,0@ 54,2@,0@

310,892,640 3'to,E92,640
Pr0l/lslon

54 200(tlote 29)

Total Un lnvestments
lmpalred lnvestments

280,962,617

310T 226,752 5r7 64 1 E92 uo

ConsoUdated Bank Shares (Non- 54,200,0@

Civit S€rvants Scheme Receivables 2 ,996 ,371 ,415 2,396,321,415 2,396,321,415
HlSP (OPPSD) Receivable 349,499,558
NPS/KPS Scheme Receivabtes 1,616,539,289 184,@6,972 lu,086,972
Retirees Scheme Receivabte 174,603,420
HISP (OVC) Receivabte 't,n4,017,833 253,617,833 253,617,833
Outstanding Contributions 5,663,37'1,3U 5,800, 29 2 ,6 5 5 5,8@,292,6s5
NPS/KPS Exgratia Receivabte 334,865,139 306,131,676 306,131,676
WlEA NPS/KPS Receivable 7 ,861 ,625 7 ,E61,625 7,861,675
WIBA Civit Servants' Receivable 6,307,735,103 1,447,565,576 1 ,447 ,565 ,526
Total RecelYables '19,224,414,746 10,395,E77,702 10,395,E77,702
Less: Provision for Doubtfut Debt (Note 31b) (111 ,241,933) (111,241,9131 (1 11,241 ,933)
Total

3l

19,113,572,813 10,244,635,769'.to,264,635,769
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The fund recognises revenue on accruaI 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 inctude Staff, institutions, emptoyers,
healthcare facitities and government ministries.

CLOSING BALANCE
JUNE 2023

RESTATED BALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2022

30. a) OTHER RECEIVABLES

The fund recognises revenue on accruat 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 inctude Staff, institutions, emptoyers,
heatthcare facitities and government ministries.

b) PROVISION FOR DOUBTFUL DEBTS

111 ,241 ,933
fi1,241,9t3

678,199
109,200

14,VrO,981
29,3?7,O52
7,2$,7fi

25,594,?75
77,716,157

188,988,389

111 ,241 ,973
111,2.1,93'

678,199
109,200

fi,Tn,981
29,327,052
7,25,7W

25,594,275
77,716,157

188,988,389

111,241,933
I i I,241,931

67E,,l99
109,200

fi,n0,981
29,327,052
7,2$,7fi

75,594,275
77,716,157

188,988,389

Trade and other receivabtes are recognized at fair vatues less attowances for any
uncottectibte amounts. These are assessed for impairment on a continuing basis as per IAS

35. An estimate is made of doubtful receivabtes based on a review of atl outstanding amounts
at the year end. The Fund's Financial policy and regutations (2017) ctause 4.3.4.2 on
provision for doubtfut debt, attows 100% inctusion of amounts overdue for debts aged over
24 months, untess payment ptans are in ptace and are being adhered to.
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Etectricity Deposit 1,353,885 1,353,885 1,353,885

2s,638,078
150,000150,000

142 ,812 ,',|38

1s0,000
25,638,078

Fuel Deposit
Hospitat & Creditors Surcha

Return to Drawer Che ues
lnterest Receivabte 30,386,301

14,790,981
31 , 18 3,384
14,790,981

31,181,384
14,790,981

47 ,57 4,331 47,574,331Rent Deposit 50,207,656

Staff Medicat Scheme Deposit
Rent Receivable zt6,942,505 212,498,536

3,9m,000 3,900,000
212,498,536

3,900,000
Staff Receivables 9,152,078 9,128,509 9,128,509

4,671 ,O34Sundry Prepayments
17 ,471 ,235 17,171 ,235

263,804 263,804
17,121,235

263,804
Sundry Debtors
Telephone Deposrts
Temporary lmprest 17,876,708 12,102,288 12,102,288

Less: Provision for Doubtfut Debt (Note l1b) 177,746,4571

Total Receivables 175,705,O29

447 ,201 ,868 297,958,572Total
177,746,457).

297,958,572

524,948,325 r75,705,O29
(77,746,457)

Outstanding Contnbutrons

Staff Receivables
Temporary lmprest
Return to Drawer Cheques
Rent Recervable
Sundry Debtors
Hospital & Creditors Surcharges
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CLOSING BALANCE
JUNE 2023

RESTATED BALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2022

31. SHORT TERAA INVESTAAENTS

NBK Catt Deposit
KCB Catt Deposit
CBK Treasury Bilts
Equity Eank Catt Deposit
NCBA Catt Deposits
Total

These are short-term investments in calt deposits and Treasury Bitts hetd for periods tess
than one year.

32. CASH AND BANK BALANCES

Cash in Hand
Cash at Bank
Total

33. ACCUMULATED FUND

Cash at bank batances are funds hetd at Cooperative Bank of Kenya, Equity Bank, Nationat
Bank of Kenya, NCBA, Safaricom and Kenya Commercial Bank. The KES 3.7 bittion is cash
hetd in coUection accounts and cash mopped up to pay ctaims processed at the end of the
year.

3,726,443,530
t,726,5t6,694

5
't ,197,884,807

1,198,215,732

l 925
1 ,197 ,884,807

1,19E,215,732

12,209 ,92' ,34O.

12,209 ,923 ,34

These are capital funds hetd by the Fund and represented by the Fund's various accumutated
fixed assets. There were no changes to the accumutated fund during the year,

Bllance !t thG bGglnnlng ot the Y.ar
Changes in the Year
B.lance .t the end of the Year

12,209 ,921 ,3,,0

12,2@ ,923 ,340

12,209 ,92' ,31O-

12,209,923,r40

34. RETAINED EARNINGS

The Fund incurred a Surplus after tax of Kes. 3,007,585,644 in the 702217023 FY compared
to a Surptus of Kes, 2,987,381,085 in the previous financiat year.

Bal.nce at tha bcdnnlng of th! Year 9,146,3E5,454 6,159,@1,369 6,159,@4,369
Changes in the Year 3,@7,585,644 2,987,381,085 ?,730,U1,212
B.t nc. at thG end of the Year 12,153,971,09E 9,146,385,454 8,889,845,581

As per The Natiot7lol Treasury requirement, Surplus lor the year ended 30th June 2022 wos restoted

Jron Kshs. 2,730,U1,212 to tc,hs. 2,441,759,576 os o result of : -
. tess: ,Ghs. 42,m,W - Kitui County Government Enhonced scheme premiums eorlier

recorded under indigents scheme (Note 7 & 36).
. Add: |(s,hs. 27,612,112 - Reversol of lnvoice lor legol fees chorged to Legol expenses during

the finoncial year F'( 20Zl-22 (Note 22 & 38).

1@,000,000 1m,0@,0@ 100,0@,000

E 000232 200

1,2@,000,000 1,112,4@,M

13,388,971,803

1,112,400,m0

't 3,388,97 t,803
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Less: (shs. 4,780,m - To coter for under provision of External Audlt fees during the

linonciol year Fy 2021-22 (Note 22 & 10).
Les5: (shs. 269,914,A8 - NHS Delerred income reported as revenue lor the linonciol year
2021t22(Note6&36).
Add: l/Jhs. 545,621,509 - To recognise scheme controcts executed during the linanciat year
FY 2021-22 (Note 11 & i6).

Grond Totol: Kshs. 256,539,873.

Retoined Earnings os ot I't July 2021 wos restated lrom Kshs. 6,159,187,410 to Kshs. 6,159,004,369
os o result ol: -

. less: lcns. 183,U1 - Reversol ol Proision created in the linanciol year 202012021 which

remoined unutilised olter the octivity (Note 1o). Grand Total: Kshs. 1E3,041 .

CLOSING BALANCE
JUNE 2023

RESTATED BALANCE
JUNE 2022

CLOSING EALANCE
JUNE 2022

35. INCURRED BUT NOT REPORTED (IBNR) CLAIMS RESERVES

IBNR .t thc bcglnnlng of the Y€ar
Add: IBNR for the Year
IBNR RG5.rv6 rt thc €nd of YGar
Less:
Prlor years ctalms at the Beginnlng
Prior period claims processed in the
Year
Prlor ye.B chlms .t thc end

z'1,1@,205,414
11,467 ,866,4721

r9,641,33t,962

(9,$7,797,4281
(?.t,5u,624,t111

19 ,972,497 ,763
1,116,707,671

21,1O9,205,131

(6,835,120,522)
(r4,496,E26,EE2)

1,136,707 ,671
21,1@,205,131

(6,835,120,522)
(14,496,E26,EE2)

72, 7

114,496,826,8821 (7,661,706,3611 (7,661,706,1611

N.t lBllR Res.rv6 .t the cnd of
tJE Ycar (3,923,2E5,349) 6,612,378,551 6,612,r7E,t51

lncurred but Not Reported (IBNR) - an estimate of the tiabitity for ctaim-generating events
that have taken ptace but have not yet been reported to the insurer or setf-insurer. The sum
of IBNR tosses ptus incurred losses provides an estimate of the totat eventuat liabitities for
losses during a given period. The IBNR, therefore, form part of an entity's reserves in the
Statement of financiaI Position.

The Fund's IBNR estimates are computed by Kenbright Actuarial & Financial Services on a
quarterty and annual basis, These estimates are then shared with management for inctusion
in the Financiat Statements and supported by a certification by a competent actuarial
consultant.

Claims totalling to Kes. 9,067,797,428 reloting to preious periods were Nid during the
finoncial year 2022/2023. They were therefore charged to the IBNR Reserves as per IFRS 17.

34



NATIONAL HEALTH INSURANCE FUND
Annuol Report and Finonciol Statements for the yeor ended June 30,2023

CLOSING BALANCE
JUNE 202]

RESTATED BALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2022

36. DEFERRED INCOME

NHS lncome
UHC Deferred lncome
EDU AFYA Deferred lncome
HISP (OPPSo) Deferred lncome
County Scheme Deferred jncome

Parastatal schemes Deferred income
Retirees' Schemes Deferred lncome
Linda l,lama Program Deferred lncome
Civil Servants' Ex gratia lncome
Tota I

180,663,236
3,000,@0,000
1 ,790 ,454 ,527

738,440,799
1,@2,416,478

1 ,874,729,511
236,527,572

8,473,232,143

,914,048
I ,000,000,000

423,4t7 ,528
3,3@,442

311,549,505
1,302,10E,999

12,649,248
1,861,639,209

)0,565,276
7,715,354,255

3 ,000,000,000
423,427 ,528

3,1@,442
269,549,505

1,E47,930,506
12,U9,248

1,861,639,209
30,565,276

7 ,449 ,061 ,716

Deferred income are funds remitted by entities for contractual engagements for periods
subsequent to the period under review. These funds are hetd in the books as current
tiabitities due within 12 months and are to be recognized as revenues in the reporting period
they relate to.

37. TRADE PAYABLES

Hospitat Ctaims Payabte
WIBA Claims Payabte
Total

t2,6r,r0t,66t TdT,fr,7&- tn;rtr;igL
4,&7,855,578 31,510,460 31,510,460

t6,$t,9tyr,711 t,r1r1,cr7,216 t,!0a,t17,2.a6

These are ctaims owed to heatthcare providers who offer services to the funds registered
members arising from hospitatization. The amounts were outstanding as at ctose of business
on 30th June 2023.

38. OTHER PAYABLES

Accruals
Agency GeneraI Payment (staff Payabtes)
Agency: Group Personal Life/ Ac
Legat Fees NHIF Tenants
Pension Payable
Rent Deposits
Retention Money
Rockefeller Foundation Grant
Salary Ctearance Accounts
Tender Refundable Deposits
Trade Creditors
Unapptied Funds Controt Account
Korea Foundation for lnternational
lnternational Labour Org (lLO]
Vatue Added Tax (Agency A/C)
Value Added Tax on Property
W.H.T Payable - Creditors
Total

157,000
3,914,@7

23,895,074
7,396,174

12,415
8,341,189
1 ,906,@0

380,413,064
213,773,709

6r2,262
462,360

76,878,224
1,767,921

35,144,489
754,574,306

105,988
298,350

135,154
150,342

2,1s8,81 1

157,000
1,729,748

23,895,074
7,682,556

17,415
88,062,611

1,906,000
701,232,038
267,426,327

662,262

81,149,279
559,942

39,192,566
1,211,111,674

'1 35,1 54
150,342

2,158,811
157,000

1,729,248
73,895,074
7,682,556

12,415
8E,062,611

1,906,000
728,844,449
262,476,327

662,26?

81 ,149,279
559,941

39,197,566
1,238,724,036
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These are a mix of Fund's short-term commitments and liabitities owed to other entities as
at the end of the period. Commitments and Liabitities arise when economic vatue has
accrued to the Fund and payment, or services have not been rendered by the Fund. They
inctude trade creditors and others.

CLOSING BALANCE
JUNE 202]

RESTATED BALANCE
JUNE 2022

CLOSING BALANCE
JUNE 2022

39. TAX PAYABLE

Tax Payabte - lnvestments
Tax on Rent

These are amounts withhetd at source based on the nature of the tax item. l5% is imposed
on interests earned from atl Fund's investments and 10% on rent payabte to Funds landlords.
These amounts are payabte to KRA.

40. PROVISION FOR LIABILITIES

Tota

z,Un,9$
3,988,181

t,996,r16

2,$l,t)15
4,268,880

6,276,425

l,gJ,,ir4i
4,268,880

e,27e,EZ6

Provision for Civit Servants Scheme
Provision for Externat Audit Fees
Provision for Board of 5urvey
Provision for Open Heart Surgery
Provision for lR,ils

ProYision For Salary Arrears
Proyision For UHC National Scate Up
Total

150,056,674
s,0@,000
4,371 ,890

267 ,900
297 ,173,353

2,798,694

150,056,674
14,280,000
3,378,400

296,O78
297 ,1?3,353
158,906,295

lfi,056,674
9, s00,000
3,378,400

296,O78
297,123,353
1s8,906,29s

183,041

619,441,841459,6'18,511 624,O40,801

. Provision of Kes. 150,055,674 for Civit Servants Scheme is the batance of provision created
as per IAS 37 to cater for pending fee for service ctaims, capitation payments retating to the
scheme for various hospita[s inctuding Ctinix and Meridian hospitats.

. Provision of Kes. 267,900 is the provision batance from sponsorship for Open heart surgery
program. The Fund stit[ 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.

. Management resotved to pay Unionisabte staff, fottowing the approval of CBA agreement by
Board. The arrears were paid in two instattments during the period under review. As at 30th
June 2021, the batance was Kes 2,798,594.

.The Fund atso made Provisions of KES. 297 mittion to provide for lntegrated Revenue
Management System (IRMS) pending adjudication of the case lodged.

.The Fund made a provision during the year of Kes. 225 mittion to cater for UHC Nationat
Scate-up exercise. Balance of Kes. 183,041 had been reftected in the books as at 30th June
2023. This amount in provisions was restated in the current financiat statements to correct
the overprovision made in FY2021 /2027.
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2023
KES

2022
KES

41. NOTES TO THE STATEMENT OF CASH FLOWS

a) Reconcillation of Operating Surplus to Cash Generated from Operations

KES

JUNE 2022
KES

ating
0epreciation

3,05.r,561,90,r 2,7E0,894,257

43,ry,47e 2s3,784,s60
368,873,'t05 292,182,233

(903,350,929 1 ,241 ,687,0161

Amortizatlon
lnterest From lnvestments

Un-Audited Audited

Workl 2,76t,912,559I 2,065 171,OaO

lncrease / 57,8n,W 5,741 ,066,83 Ilncome 1

Workln Cr I Chan
(lncrease)/decrease in Trade Receivabtes (8,828,937,044) 2,105,508,635
( lncrease) /decrease ln Other Recetvables
lncrease /(oecrease) in Claims Payables

lncrease /(Decrease) in IBNR Reserves
lncrease/(Decreas€) ln Oth6r P
lncrease/ (De€rease) in Tax Payable
lncrease / ( Decrease in Provisions
Net WorkinB Capital Changes
Cash Cf,ncrrtcd from ltlon3

(119 ,21' ,296 61t,Ct7,29t
12 ,64 ,121 ,994 (6,238,226,586)

(10,535,663,900) (5,698 ,412,851
(456,5!3,318) 12,961,676

(280,700 5,389,9r7)
1U,122,2891 ( 5,6,526,200 )

(6,213,080,66s) 4 ,O7 4 ,914 ,47 3
(3,1149,168,106 1,9E9,7,o,43

42.

43.

b) Analysis of cash and cash equivalents

Short term deposits
Cash at Bank
Cash in Hand
Total

CAPITAL CO''AIAITMENTS

There were no capital commitments in the year under review.

CONTINGENT ASSETS & LIABILITIES

2023

KES

11,91E,73E,474
765,09E,fiz
371,887 ,520

le ,057,224,496

m22.
KES

17 ,136,524,@1
765,098,502

17 ,9O1,622,186

.The Fund has a civit suit fited by Ctinix Heatthcare in the High Court of Kenya, Mitimani
Commercial Courts (Civit suit No.35 of 2018). The Ptaintiff fited the ctaim to be paid for
services offered to Civit Servants and D-isciplined Services Medicat Pilot project. As the

8,232,2m,0m
3 ,776,443 ,530

143,1U
11,958,786,694

13,368,971,603
1 ,197 ,88l,&7

330,925
1r1,587,187,535

Llabllltles Audltcd

Totat ctatms on att coun cas€s filed against the Fund
Totat legal fees on all court cases fited against the Fund
KRA defautt assessment (2017 . 2020)
TOTAL
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amount to be awarded by the courts cannot be determined, this contingent tiabitity is hereby
disctosed by way of note as per IAS 37.

.M/s webtribe Ltd, trading as Jambo pay fited a case in the High Court of Kenya, Mitimani
commercial courts (commerciat suit No. E152 of 20211. The Ptaintiff fited the ctaim to be
paid for costs retating to the instattation of lntegrated Revenue Management System. As the
amount to be awarded by the courts cannot be determined, this contingent tiabitity is hereby
disctosed by way of note as per IAS 37.

. Basetine Architects vs NHIF one of the Karen tand related cases, Court of Appeat detivered
on 2nd December 2022 uphotding the High Court decision and thus saving the Fund
approximatety Kes 2.2 bittion. This amount had been awarded by the Arbitrator. Advocates
fees is pending.

. Counterctaim fited by NHIF against Web Tribe Limited for the approximate sum of Kes
82,000,000. These are contributions paid into their accounts but not remitted /forwarded to
NHIF accounts as required in the contract.

.The KRA Commissioner issued NHIF with a Kes 373,887,520 demand in retation to lncome tax
additionat and defautt assessments between 2017 to 2020 arising from non-dectaration of
rental income. NHIF objected the obtigation citing Section 45A of the First Schedute to the
lncome Tax Act (Cap 470l,listing NHIF income as exempt. The matter is yet to be concluded
and hereby disctosed by way of note as per IAS 37.

44. FINANCIAL RISK MANAGEMENT

The Fund's activities expose it to a variety of financiat risks inctuding 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 potentiaI adverse effect of such risks on its performance by setting acceptable
levets of risk. The Fund does not hedge any risks and has in ptace poticies to ensure that
credit is onty extended to ctients with an established 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 witt default on its contractual obligations
resutting in financial loss to the Fund. The Fund has adopted a policy of only deating with
creditworthy counterparties and obtaining sufficient coltaterat, where appropriate, as a
means of mitigating the risk of financiat loss from defautt. The Fund's exposure and the
credit rating of its counterparties are continuousty monitored, and the aggregate value of
transactions conctuded is spread amongst approved counterparties. Credit exposure is

controlted by setting counterparty timits that are reviewed and approved by management
at regular intervat,

Trade receivabtes consist of a large number of ctients, spread across diverse geographicat
areas. On an ongoing basis, a credit evatuation is performed on the financial condition of
the ctients.
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The credit risk on bank batances and short-term deposits is limited because the
counterparties are bank with high credit ratings assigned by the banking regulatory
authority.

As at the end of the reporting period, no coltateral was being hetd as a means of mitigating
the risk of financial loss from default.

The ctients under the futly performing category are paying their debts as they continue
benefiting. The defautt rate is [ow. Part of the debt that is past due is not impaired and
continues to be paid. The finance department is actively 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) Llquldity rlsk

The uttimate responsibitity for tiquidity risk management rests with the Board of
lrlanagement, which has devetoped and put in place an appropriate tiquidity risk
management framework for the management of the Fund's short, medium and long-term
funding and liquidity management requirements. The Fund manages tiquidity risk by
maintaining adequate reserves, banking facilities and continuousty monitoring forecast and

actuat cash flows and matching the maturity profiles of financial assets and tiabitities.

KES XE

5,996,126 6,276,826 6,276,826

459,618,511 624,040,801 619,443,U1

26,762,18{',127 12,861,620,751 t3,fl8,:Xi,665

Market Risk
The Board has put in place 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 internal accounting and operational controts.

Market risk is the risk arising from changes in market prices, such as interest rate, equity
prices and foreign exchange rates which wilt 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 acceptable parameters, while optimising
the return. Overatl responsibitity for managing market risk rests with the Audit and Risk

,rlanagement Committee.

KES

c)

A[ End of Yc,] r un.udited Restated 8a lance Audrtod
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Finance and lnvestment Directorate is responsibte for the devetopment of detaited risk
management poticies (subject to review and approval 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.

lnterest rate risk
lnterest rate risk is the risk that the organisation's financiat condition may be adversely
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.

filanogement of interest rote risk
To manage the interest rate risk, management has endeavoured to bank with institutions
that offer favourable interest rates.

Sensitivity onalysis
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 analysis for interest rate risk assumes that atl other variabtes, in particutar foreign
exchange rates, remain constant. The anatysis has been performed on the same basis as the
prior year.
i) Foreign exchange risk
The Board does not undertake transactions denominated in foreign currencies. Therefore,
exposures to exchange rate ftuctuations do not arise.
ii) Price risk
The company does not hotd investments that woutd be subject to price risk hence the risk
is not relevant.
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45. CAPITAL RISK MANAGEAAENT

The Fund manages its capitat to ensure that it witt be abte to continue as a going concern
white maximising the return to stakehotders through the optimization of the debt and equity
batances.
The capital structure of the Fund comprises the fottowing funds:

UNAUDITED2023 RESTATEDBAI.AI{CE
2022

AUOTED 2022

20,410,609,719 27,968,687,345 27,712,147,473

12,209 ,973 ,3Q
12,153,971,758

(3,923,285,349)

(3,726,586,6941

16,711,023,O55

12,2@,923,340

9,146,385,454

6,6't2,378,55'l

1,198,215,732

29,166,903,O77

12,209,923,340

8,889,845,581

6,612,378,551

a1,198,215,7371

26,5',t3,931,741

46. 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 influence over its operating and financial
decisions. Retated parties inctude management personnet, their associates and ctose famity
members.

The Fund is retated to:
i. Government of Kenya

ii. Board of Management
iii. Key management

b) Related party transactions

The Government of Kenya has provided futI guarantees to alI long-term Ienders of the Fund,
both domestic and externat.

GoK finances the lndigent's Program, Civit Servants Medical Scheme, Nationat Potice &
Kenya Prisons Service MedicaI Scheme, Eduafya (Secondary SchooI Students) Medical
Scheme, HISP OVC & OPPSD Schemes and Free Maternity (Linda Mama). The transactions
have been shown under notes 7, 8, 9, 10, 1 1 , 12 & 16 respectivety and Appendix lV on page
66.

CAPITAL RISK MANAGEMENT

Retained earnings

IBNR Claims Reserves

Revaluation reserve

Total borrowings

Less: cash and bank balances

xet aeutrlexi-ss ciitr ario caitr
equivalents)

Total Funds

Capital reserve
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c) Key management compensation

1r,427,343
11,406,788
51,u2,@4

98,476,215

3zJ6r,,n0
11,406,788
51,u2,w4

97,215,647

47.

48.

49.

INCORPORATION

The Fund was estabtished by an Act of Parliament No. 9 of '1998 (Amended 2022).

EVENTS AFTER THE REPORTING PERIOD

There were no material adjusting and non- adjusting events after the reporting period.

CURRENCY

The financiat statements are presented in Kenya Shittings (Xes)

NHIFI
xATtoltAt
I.ICAITH
IXSURANCE
FUXD

Compensation to the CEO

Board of llanagement
7023 2022

TOTAL
Key l,lanagement
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50. APPENDICES

APPENDIX 1; DETAILED ANALYSIS OF THE CASH AND CASH EQUIVALENTS

Balance as at
June 30, 2023

Balance as at
June 30, 2022 Account Number

Flnancial lnstitutlon
a) Current account
Kenya Commercial B.nk
Kenya Commercial Bank

Equlty Bank

Equity Bank

Equity Bank

National Bank of Kenya

Natlonal Bank of Kenya
National Bank of Kenya

Natlonat Bank of Kenya
Cooperative Bank of Kenya

Cooperatlve Bank of Kenya
Cooperative Bank of Kenya

NCBA APL Coltectlon account
Safaricom

Sub-Total

b) On - call deposlts
National Bank of Kenya

Kenya Commerclal Bank
Central Bank of Kenya

Equity Bank

NCBA

sub- total

c) Staff Car loan/ ,tortgage
SaYings & Loan - rr{ortgage

NBK - Car Loan - Deposlt a/c
NBK - Car Loan - lnterest a/c
Sub- total

Grand Total

357,36?,7@

34750

656,012,489

377,990

128,311,157

1,787,272
724,533

188,350

2,237 ,225,297
227,0/,8,47

96,904,163

17,47't,332

I,726,413,530

1m,000,000

6,932,200,000

1,200,000,m0

8,232,200,000

1 ,313,661 ,345
27,024,514

30,626,2U
1,371,317,143

13,329,955,673

Kes

405,075,062

500

388,717,380

57 ,859
-9,900

1 15,058,.148

17,933,v7
724,533

351,650
167 ,628,365
76,861,905

6,939,947

18,545,711

1,197,881,E07

1 ,647 ,77',t,803

1m,000,000

9, 592 , 200,000

1,112,400,000

936,600,000

r 3,388,97r,803

1,289,008,936

37,859,489
19,363,253

1 ,316,231,678

r 5,9t3,08E,288

11071'.t 1226

1167080416

0170263180280

0170273733939

0r70263318584

01023033223900

01m3000904002

010230@904000

0100300090,{001

01141162180500

0113@11317300

011410113173@

4783380012

M-pesa

Kes

1100162666

012880325r 52m
010210325152m
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APPENDIX ll: INCURRED BUT NOT REPORTED (IBNR) CLAIMS RESERVES SCHEDULE

Cumulatlve IBNR

as at
306 June 2021

IBNR for FY

20?1t2027

349,893,668

602,721,182

1?8,046,502

3,724,985

736,681

106,503,370

124,876,210

36,7'15,028

371 ,646,487

1,136,707,671

Cumulatlve |ENR

as at
306 June 2022

lBt{R for FY

202?/2023

Cumulatlve lENR

as at
3fth June 2023

't0,241 ,7 17 ,O22 (587,656,438) 9,654,060,584 397,494,920 10,051,555,504

2,574,458,760

3,410,617,112

555,868,506

28,06r,809

5,714,064

41E,799,393

6 5 5,83 5,41 4

153,166,517

1,927 ,959 ,136

19,972,197,763

2,924,352,428

4,013,338,32.1

683,915,008

31,286,791

6,450,745

525,302,763

780,7',t1,624

r 90,181,5.r5

2,299,605,618

2.1 ,109 ,205 ,131

570,479,461

(3,15,1,261,356)

198,620,256

(5,608,614)

(62,8s 5 )

36,880,995

687 ,36't ,326

12O,349,657

1319 ,120 ,267\

(1 ,167 ,866 ,172'

3,494,83'1,890

859,076,968

882,535,264

25,678,180

6,3 8 7,890

562,183,7a8

1,468,O72,950

3r 0,53 r,202

1,980,485,357

r9,6.fi,338,96r

lncurred but Not Reported (IBNR) an estimate of the tiabitity for claim-generating events that have taken place but have not yet
been reported to the insurer or self-insurer. The sum of IBNR tosses ptus incurred losses provides an estimate of the totat eventual
tiabititjes for losses during a given period. The IBNR, therefore, form part of an entity's reserves in the Statement of financiaI
Position.

The Fund's IBNR ctaims estimates are computed by Kenbright Actuarial & Financiat Services on a quarterty and annual basis. These
estimates are then shared with management for inctusion in the Financial Statements and supported by a certification by a
competent actuariat consuttant.

SCHEA/lE

Nationat Heatth kheme

lndiSent's Sponsorship Program (GoK)

Civil Servants Scheme

NP5&KPS Scheme

Eduafya kheme

HlSP OVC Scheme

HlSP OPPSD Scheme

County khemes

Parastatals Schemes

Retirees khemes

Linda Mama Program

GRAND TOTAL
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APPENDIX III. IMPLEMENTATION STATUS OF AUDITOR.GENERAL PRIOR YEAR RECOMTAENDATIONS

The fottowing is the summary of issues raised by the external auditor in the draft report on the financiat report for the year
ended 30th June 2022, and management comments that were provided to the auditor. We have nominated focal persons to
resotve the various issues as shown betow with the associated time frame within which we expect the issues to be resotved.

lsrue / Obaewation! from Audltor lLnrtenait comnial|tr

rudlt
I n po.t

EASIS FOR OPINION

1.1 Ptoqdy , Plont ood Equiprnena
Ditput..l Own..thip ol L.n.l
The saorer,pnt ol linoftEl position ond os dtxlosed in Note 23 ro the
Jinanclol notementt relle.ts prcperty, plont and equipnent hlonce
ol Xsht.12.997,610,657 which tn<ludes land wlued ot
xtht.29E,5E9,.65. th<luded h this bolon e is on onont ol
xsht-93.712,675 lor lad neosuting 10 he.tores situoted in xor.n-
Ho'|ever, ot prcvtously repotted. the o'|ne5hip ol (his porcel ol lond
itin disput? oN the nonet B tn Coutt. lnlornotion orailoble idftote
ahet the Ote.totote ol arininol tnvettigotiont tDclt has comtn Ned
investigotion to estoblish ||hethet there ||os koud in h. nonder ol
opnetehtpal the lond. Progrest dode onthe investigorton hot not been
dlxloted in thete finon(ial rtoremenrs.

ln the 21( Publ'. lnveltment Committe€ Repo( on th€ Aldited rrnan ral rtatementr ol
State Corporations the above irsue was discuesed, and at p€r recommendatlonr grven by
Pub('c lnveltment Committee, the Dire.torate of Crimjna( lnvestrgations commenced the
rnqurry/ rnvestrgaoons on llrc land and 

'ts 
acqurs'non r. th€ year 2018. The D(l .onverEd

a me€trn8 b€twe€n th€ Ch'el Land Re8'rtrar trom l,trnhtry of Landr, th€ Land Surveyor
lrom Survey of xenya, Chiet value. from Narobi Crty County Government, .nd .ll p.(i6
who hold t'tles to th€ lad. Upon delrberat'on! pa(iet were mlormed that the DCI woutd
be catl'ng for the surender ot atl ongrnal trtlee tor purpos€s of rnvesngatron. Thts was
done. The Fund wrote a rem'nder to DCI on 20th ilay 2022 requesting an update on th€
ra.r'€. Funhe. Foltow up h.s revealed that th€ rnvertigations have now b€en completed
and th€ I'le has be€n fotuarded to O0PP ror.omrent.

Crimrnal

Attorney 6en€ra(
,or B!'dance

Cnmina(

7A2l t 70?4

?02112024

th ahe clr.umttoK.s. th. ownprship ol lod rolued oa 1<5ht.298,589,665
could not be (onlimed.

Dotitlul Vlotlln-Ptogrest ot Katen Lonct
The ttatenent ol linoxnl lEsttioh ond os dit<lotpd in ttote 2) to the
linan<ial stotenents rclle.rs p.operty, plont and eguipnent boLon e
ol Kths. t2.997.610.657 which includetcopitol '|orl in progress bolon(e
ol ,(Jhs. t,14,647.441 reloting ao p6ymen.s lor dtcvings ond detgns
for the proposed Reeur.e Centre. Ho||eve., os pte-outty teprted,
the .onstr6 tton of the Reeurce Centre hcs Nt (ohhen<ed, etghleeh
ttE)yeors tinee the o{quititionol the lond- 

^lonogenent 
hos erploined

that.aastuution of the Reeu.(e Centre '|oryet to (ohmeh(e due to
lek ol opprovol fron the porent Lttntstry ond the lond ownership

Although lhe ca!€ has not (ome to rts log'cal conclusron, the Fund has pursued the care
reSardhg ownershrp ol th€ tand in &ren through the Dcl.

Relerence rs made to the p€ndrn8 matters rn cou( and comn!nicatrons showlng the
ttalu! ol the car6. The drtp(le of ownersh'pand the d[Bite with th€ quantity
turEyo.s is etiU un.etolved, except for th€ matter oI 8ai€line Archrte.ts, the Court of
Appeal upheld the dec'rion ol the H'qh Coun and ruled rn tavour ot the Fund, a(ached
rs a copy ol the Judgment.

a. NHlf Vs Crownlrne Frerghlers and othe6 Nalrobr ELC No. 691 ol 2011 (.s
Con$td.ted w'th ELC 152 of 2018) was h€nnoned belore the coon on 9th r,{.y
2022 and tll€ coun gave the parti€5 more tiF€ to tile relevant do.uments. The
FUM tiled rt5 defente on 25th Octob€r 2022 and E cu(ently awailing dire.tiont
from the .ounr. The Coun ca5e has not proSretted rnce tne DCI rs strtl carryrng
out forensic investBatlons so as to determ'ne th€ true prop{Ftor ol the r!r!

b. n the tnatter of arbrtratron b€tw€e. Aanga & Asro(rates vs NHIF. The ma(er
came up before the Arbrtrator however a query was rarred on inrtructio,6 notrng
the Attorney Generil'! Offi.e in regard lo eoBagement of externat counset. Fund
has already sought gu'dance from the Attoroey General no n! thai thre wa5 an

Alahoush the issue hod been dixutsed by the Public tnvettnent
Codmittee lPtC). no oction oryeo\ to hove been token oh the PtC
.econnendotions thot the Fund should expeditioutly pursue th.
prose.uuon ond eon<lusion ol rhe cose b irs lqicoL con(lueon.

Fo.ll Polnt
parton to
rerohr! thc
lr3ue (Nrnl.
end
dettm.Uon)

St tu3:
(Rclolved /
I,ot Reblved)

(hn. d.t

tn the citcumttances. the volidity ancl eritt?nc? ol copitol wott in
prcgrctt bolan.e ol Xths- 1 /u1.6A7/U could nor be @nl irned -
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C lrtntcaiotl ol Lulti Srorcy Cot parl
As Neiously repotred, .he Flnd entpr?<l into on ogreen.nr with o
lo<ol <onttv.ttoh lirh lor cohtt.u<tion ond cohpletion ol o dulti
storcy co. potl ot o <ont.o(t tun ol xshs.n9,7o9,3o5 ||hi(h ||os
reised.o xshs.t,tn,51t,756. Reies ol .e(o.ds p.ovided lo. oodit
rcreal2d thot the projeet (ommened in i oy, 2@2 ond .onplet.d ot
o cost ol xshs.),312,120,239 in July. 2008, live t5) yeo.s olter the
stheduled compl.tion &te ol 4Autt, 2@). Further, eryendttute
totolling to t<Jht.6266j5.998 ond Ktht.a,7 ,52t ||os i.t u ed in
2009/ 2010 ond 2010t2011 .espectitely on the cor Nrk irrreosing its
totol cost to ,Ght.3.973,162,75E retulting to o.ontro(t voriotion al
Ktht-3,063,r53,a, ot 3J7a ol the origirol co tro.t- tonosene^t hos
not p.ovided explonouon lot ahe unjutailted increose ol the totol cost

Alahough ahe lstue hos beeh dit<usted by the Public hvestnent
Conniatee, ra o<aioh hos been token on the Connittee
teommendotions thot the Ethi.s oN Anri.Cofiuption Comniston
should inttttte @d last trqk tnvesttgoaton o the p.oject. as ot the
tine ol th5 oudit ih A orch,2023. na ptqtess te'€rr hod been rcteived
lrom the Connistion.

ln the circunstoneet, volidity, ond oc.uto.y ol buil.lings balon<e ol
Xshs-7,570.290,28O .ould not be conlirmed.

Advo.ates to repreent the Fund on the Xaren tand matteE and the caser related

b. HCCC r^1,0. 25 of 2016 Rebman Amb.lo t/a Uienzi Contu lt.nt v5 NHIF {Contotid.ted
wilh H(CC No. 176 of 297 ftoleerD.\al Consultant Limit€d !s NHIF). The Fund
rntroduced th€ th€n Chi€f Execulve Ollicer as a wrtnesr and an expert Htness, In
pfo(urefnent matteft to tu9po( lhe Fund'r detente. The matter caEl€ up for
meonon on 6th February 2021, how€ver, the matter did not pro.eed to heanng by
reason thal the learnd judge was away on hrs annual leave. Consequently, the
matter wat res.heduled lor mentD. on 24th lllrch 2021. However, the matters
were reallo.ated to b€ ptaced a^d s€ized by the Learned Junice Sifuna. ln thrs
reSard. the pr$ding judg€ scheduted mention of thE matter, belore the judSe
seiue ol it, for the 28th of Ap.rt, 2021, to obtai. d're€tiont on hea.ing.

Thrs matter was p.eented to the 21rt PIC committe€, where ( re(omm€nded that
Ethics and AntiCorupnon Comn'srion rhould last track nvenrgatton nto the
p.ocured'ent process of the 

^utt'.Storage 
Car Park, w'th a vrew ol p.elering charges

aSainst all thor€ touod culpabte ot defraudng th€ Fund.

This issue appeared in the Reports lor the yearr 2m9l7A1O, ?O10t2011.20111201?,
2012/2011, 2011/2014 aM 2014/2015. ln the 21tt Pubtk lnvertment Conmittee Report
on the Audrted Fharrcial Statemenlr of State Corpo.ation! th€ above 

'stue 
was

dis.ussed, and recomm€ndations mad€ at cited on paSe 9 and l0 of th€ 21st PIC Report.
Th€ connrttee re.om6'€nded that the !ssu6 that had be€n ratrdactonly rBotved or
compreh€nsrvely addretsed by th€ commrttee shortd b€ ex.tuded lrom th€ tub6eqirent
Repons ol the A{rdrtor General, prolrded that lhe management has tuffrclently dBaloled
these unr6olved ma(ers in the not€s !o their resp€ctive finan ral!tatements as
requird by the lnternanonal Arcount inB Standard no. 17 .

CURRENT 5TATU5

Some of th€ org.nrzatmns thai ..e cu(entty o(cupyinS the h,ld'ng are 80!€rnment
rnstrtutbns r(rh as Mrnrtry of entrrooment, Xenya Fishery 5€rr1.er. NACADA, Cabrnet
affairs olfice, nat'onal Lrnd Commrsrlon, XenyaCopynshtr 8oard, W.ter rervices
Regutatory 8oard, Cabinet Secretanat, (enya Ro.ds Board, Xeny. Water Towers ASerKy,
aM other small pfrvate frrms as wetl ar NHlf's Narobi bran.h olfi.e.
The matter was therelore referred to EACC as directed by Public hvestment Commirtee
and EACC commenced investigations by requesting for oriSinat docunentation. ln
September 2022 the Fund't CEO was rnyted (o record a statemeot on status of th€
do(uments. E CC guded that they woutd Bive way forward.

Eth'cs & Antr
1011/ 1014

91oft T.tn D.potit, (lryato'l.ntr)
fhe storenent ol lihon<ol !{sitton oN ot dtxlosed in Note 32 to the
lir,offiiol stotenents tefle.ts slrdrt tern.lepositt linves|n,entsl
balonce ol Kshs.tr,38E,971,n3 ||h,th is net ol proision lot inpoired
inveshentt. As preflously tepottecl, the proition in ludes an
omount ol KshtJt9,5@,0@ whi.h hod been dpposfted by the Fnd on
26 Jne, 2OO1 with the Consolidote{l Eonl Linited. The entite deposit
of Kths-19,56.N0 ||os ollset by the Sank oeainst a euorontee

ln June 2@1 NHIF pl.(ed a fired deporl with .omolid.ted b.nk ol Ksht 6m million. h
Algun 2001 the then Chief Ere(utrr? ol NHIE m.de a guarantee on behatl of Euro Bank
to enabte Consohdated Eank to uee the Exed Deposit as security. When Euro Ba.k
detaulted paym€nt, Consolidated bank wat snabte to re.over p.yment and therefore
offset Xshs- 49.5 Ortlion lrom the totalamount of Kshs. 600 mitlion.

ThE matter was handted by the lnsp€ctorate ol State Corporat'onr, wn'ch was of the
view that the Fu.d had no capacity to proytde a guarantee lor a loan to a private ban&.

NHIF & A,lTRtl r,i,otR€sotved
20?)17021
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executed W the lorner fu$ chieJ E e.lttw o|ft.er on betatl ol
Euro 8on* Llr,ilted- lt ls not cleor ond the t onage/,,ent hos not
exploined ah? clrcunston<es ufi?r qhich the FuN s dec,jit wot used
os o guorcnlae by the then Chi2l Et2<udve OlJicer-

Th. Ptbll( lnyettmen. Connittee tecontnende.l in the 21tt .e@tt

lt) The .hen Chtel Er{utive Ollker ICEOI ol NHIF be hetd
accountobl2 lor ory losses in uned ln the lrr4ulot inv2ttrilena
ol the turplus lundt ln Co$oltdo.ed Eonk ond .herelore bQ

turchorged lor xJ,hs.4,U5,205, betng .he yotue ol the un.
d.potlt d ch.qE No-022177 ol 23 Seprenber , 20.2 fron Euro
E.nk;

(ll) fhe th.n Conelt.toted tutt't CEO ond Frno/re Lhnoger hould
be held dcomaable lor colludltlg *lth Nt F lo ni$ronage ahe

(ltl) ln vle* ol the loct ahot the Fund hod no arylty to provld.

9@rcntee lot o loan to o prlvote bonk, Consolldoted 8€nk
should poy ahe ono&t ol Ks11s.19.5 /7lllllon o14ect to the Ful;

(lv) The th.n S.nlor t@lage,'rent ol Conbllclaled tunk ln kdra ahe

th?n i4amghld Dlr..aor. ond nnorre l&lo9et slould ole h
held d.ountoA. Jor collu<llng dlah NHIF to nlsnonogc the

(v) fhe fornet rionogtng Dtrec.ot ol Consoltdoted Sont stiutd b.
sur.horged lot ahe lu'ts thot were dvoKed to Euro Bonk ln
overnlght lendlng. tle 5hould lw.her be held o.eounroble lot the
X5ht.19.5 ,,,llllon ehich the Sonk could not recoeet lron the
Fu l od eonteguently off*t rh. totne ogotntt the lixed
clepositt ol NHIF-

(vl) NHIF tlpuld rclentlessly purtue Con$ltclot?tt Eork lot txovery
ol xshs.ig,5lr0dr0.

(fll) NHIF cEo nusa e|l5urc thot all flnotKtol lnvett,,enas w rhe Fun
ore clone ln ocot(hnce wiah Tr.osury Ct.culor lto.10 ol 1992 ond
sectlon 2E(, ) ol the Publt. Flhan e t otusemena act, 2012.

llowevet, no o<alon oweort to hove b.en token bf lt@ogenent to
re<over .he lost ol xs11t.19,500,N.

ln the clrcunstor,<es, the yolue ond axlstafte oi ahe thora-tern
cleposils linvetanent, bolafte ol Ktht.13,3B,971,&3 could tlEt be

The lmpectorate ot State Corporation further not€d that comotadated baflk should pay
back the amounr of Kshs. 49.5 mitlion.

21ST Rf,PORT OE PIC COTTAAITEE RICO&TTNDATIONS

This matter was p.eiented to th€ PIC Committ€e wtEr€ t reromnEnded in its 21st
Report that tl'€ query slloutd be et.lud€d from lrb.equent Reponl ol rh€ Audtor
Generat, p.ovid€d thrt the manaSenEnt mater futl dis{to5ure of this unresotved matter
in its finarriat it.temenG as required by th€ lnt€mational r.carntiq Standards no. 37.
(On page 309 ol21st PIC Repon).

CURRENT STATUS

li,lana8ern€nt h.5, made fult dirtosure ol the matter in its 2020/2021 fir6n ial
st.terhents as r€qrtred by the hterrBtDnal A..ounting St.ndard (lAS, tao. 17 and as
re(orrnen<hd in th€ 21rt Plc coimirt€? repon.

Um4/uot d lnv.ttn ntt
The stotenent ol llnotlol psition rclecas ueuoted inv.sanent
b,,lon<e ol Xths-310,E92,64 6 di*Iosed lh tlote 29 to ah? lhwt<lol

NHIF & MTRH
207y2024

NATIONAL HEALTH INSURANCE FUND
Annual Report and Finonciol Statements for the yeor ended June 30,2023

47
a



R.lLr.rp
Lo. ql
,r
r(amal
ludt
R.p{t

bi,. / Obcairdona f"fir Ardtor ffa|t.|!nrr|t cornmq|t

Foc.l Poart
parroo to
atadr dra
fex(llnr
.ard
fri$olll

St hr!:
(t rclnd ,
Xd faro[,!d)

lhldrrr.a
(Alt. d.t
r'ln rq,
a.46.b{atoL
rt.dEdl

saoaa/,,ents. The ono6t in ludes o loon bolor,<e ol K'J]j.255,692,6ao
ddvo 2d to Aoi fefihins dn Relorrol Hogitol llAfRH) aa on intercst
ro.. ol 3l per onnu,ln. Howevet, the t9ned lino'rtng ogreenent
idt ottng tl1' ?erms ad condl.loat ol the lo@ lrrludl,a the putcElp
ond the reqynent Ntlod wos not provld?d for audlt. ln dditlon,
the unguoted invettment bolorre lrrll']des Coneli&ted Eo,tk slrdres
ol ,{Jtls.51,2fr,no ||hteh ote mt trcded ond lor ahtch m dtidetlds
hor. been Nl.l in the post od rhorelore rhis inrestnent is lmpoirccl-

ln ahe clrcumstdret, ahe 6cur6y o .ozl,pleaeneis ol U/,-qna.d
tnws.,,ents ol tshs.3t0,892,610 could rot be confirned.

MTRH, w'ote to NHIF virre a letter Ref r€. ELD/MTRH/aDMIN/l/VOL.lv/2015 dat€d l2th
July 2017 forwardini a p.opo!.t requerting tinarEin8 for the Brrchase of the Radiatioh
OrEology equip.nent.

A Eoard Paper w6 Fep.red ard p.elented to the Finarre .nd ln\c.t,nent Commttee
o.r th€ p.oposat to of.fer toan fxitity to ATRH. Ttle bo.rd app.oved a toan f.citity of
&l'l.312,$9,E69.20. NtlrF rot€ to /C A adw(at6 on l2thJuly2018, Ret tlo.
HFIIjoSP/l/1 VOL.1/8 reqiesting them to prep.re a finarre contret between NHIF and
MTRH for app.oved amount of K5h5.312,669,669.20. Th€ innrudio.l' irrluded tlt€ tot.t
arYEUnt advarred and lelat l€es rhich would be recovered o'/€r. period of 10 y€ars at
an interst rate of 3g per annum.

On 5th De<en$er 2019 Dralt H€ad of TerEE, draft finarrinS a8reernents and
m€moraMum of understandinS between NtllF and NITRH were finalis€d and were shared
with l TRli for thet review and dh.ussionr there.fter commerEed on the tenr6 and
(ofldltions. One of the main comerns railed by LITRH war con eming on the to.n
a,rbrtiz.tion klFdute.

CURREI{T STATUS

Tha Board apgrord the arecution of the contret upon r€vi€r ol to.n amortization
form to i[[L]de th€ corr€ct lelal fee3. This comrnunicatlon has Jift€ been shared with
MTRH for their com,ypnt! and re3ponl€ r€<ei\cd, Loan .riortiz.tion {o.m as beiry
prepared and contr&t arrlend€d for execution. The loan 4reeEleflt h now ready for
e)(e(utlon by bolh parti€3,

At the mom€nt th€ Fund contini€s to recover the toan trom TRH1 claim pafnent rt
the rate of f6hs. 1,178,918 per monlh towards the repayrnenl of the loan and AATRH

haw ackmwledSed this reco\pry.s the two entitk5 finalne the execution of the
contr..t. Th€ bat.fte currently standr at Khs. 217,601,106 (a5 at 24th Aprit 2023)

Sh.r6 ln Co.Eotid.t.d B.r* - xE5 5a,zm,(,oo
The rhares h€td at Con$tidated Eank Ltd comprired 590,0m ordinary shares vatued at
XES. 1 1,8m,0m and 2,120,0m p.el€ren e shar6 vatued .t XES. {2,{m,0@ tolattin3 to
KES.54,2m,000.

CURREI{I STATUS

Oo th€ Ordin ry shars held at Consolidated Sank Ltd. it is true that the Fund lnctuded
rhe total value ar col ol r\sir. 5a,2m,m0ln ts finaGiat nateryEnts. The Fund had m
re.son, !s at the cloe o, the firErEial year, to believe that the investment in
Coftotid.ted Sank Ltd w6 impaired conriderirB that the 8.nk rem.ined . goim coftem
,nd the Furd.otrtd claim lult owrE lhlp ol the in\€st,rEnt.

tlo|ever, managerrEnt intendr to aslelr the reco\erabitity ol the inveatment in
corEolijated Banl Ltd ln the curr€nt p€rbd to d.termine an approp.iate trc.tin€nt in the
finarri.t statem€nts in tight of the audit rerommend.tion!.

2073t?,2(

5 Yothn<.t o.ar,e.n Finor'riol Saoa.i*nat ad 
'na.m 

hprut d A{anaeern€nt corlcurs r.ith the audit that th€ benefits exp€nr€r tiSure for re.dcutated
data enr..ted from the e.(taims database diflered from figure reported in the fin nciat

NHIF AanaSernent R6olt€d
201L702'
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A.onqrlsl ol ahe stotenena of suolus ot dellclt ond other
.onprehenttve ln one onountt wlah tlr'se g.nercted lrcm the
tytten g.nero?ed reveold the louo-ing yoriorres;

The srorement ol tutpltls ot clellcit ond other conprehensive
tliro,l,e relletts beneli.s expenset onormr ol xdts.8,655,055,557
||hlle the systen extro<ts relle(ts /Jhs.61,€!61$57,fi reuking to
on aerplolne<l ahd arecon<iled rorlo[e oJ kht.6,V3,198,h9-

il- No|€ m b the linoftiol stote'?lena rclle(as .onpen,arioi ol
enployeet onouna ol r"'ht.4,861,9&,1m while the tysten
exar(at .ellecas xsll6.1.E1 2.220,675 re ltlng to on uacrploined
ond unre.onclled vonorre ol x,/]s.19,n9,n3

tn the circumstoncet, the oc.uw an.i .ompleteness ol the benelits
.xpent s otd conpcnsotlut ol enplare$ ohountt .odd rat be

rtalements. This is true b€caus€, wh€reas rnort ctrims are pro<ess thrdrgh the e.cLaim
tysteln, 3orie ben€fiB ar€ p.o.6s€d ma.r.l.tty thro(lSh lhe normal payatte rDdule.
Thes€ claims witl mt b€ included in rystem generated data blt witl form part of th€
total beief its expeoditure.

such (Laims inctude th€,

l.Administrativeepenres 196,121,691

2. Crpit.ti, clai,rB 631,237,n6
3. w&A Claimr NP5 2,2,753,132
4. W8A Ctaims CS 6,7 .9y-,17O

5. |BNR Claims 1,116,707,571

Total 11,817,na,690

Additionalty, the recatcutaled data lrlud€s b€Efit data for periods ol.rtride the
finarrilt ye.r under revi.'w (To be netted off lrom the overalt data) rot.ltiry Xshs.
5,102,121,957. The berElit expenses repo(ed in th€ fina.riat itaternent under review
imlude only claimt pro(eases within the finartial y€ar 2021/2022 ard for adm*siont
.nd viiit dat6 fattinS b€tween 1st July 2021 ard 30th JurE 2022. Ttle cL.ims ot 1.6h3.

5,102,121,957 rel.liry admissbrE ard visits d.t6 faltin8 before 1n July 2021 are
a.counted lor urld€r the l8llR rererves. Therefore, this lr$re of 5. I bilhon netted olf
from the 1 1 .8 bitlion $ow expt.ins the v.rian e ol 6. 7 billion b€tween the Gl b.tance
al'd the sy'tcm data Sener.ted ar pointed out by th€ ax,it.
The FUM ir in the proc.rs ol acquinnS a ney, ERP havint irrtuded it in th€ budget proporaL
fo. th€ F/ 2021/2a. Th€ ERP irxludel. finarial mana8eirpnt rystem whth r.itt hav€
advanc€d reponing features aimed at enslriry thal tr.n5a.tkis and p.o.esses for a
p..tkut.. furEtio. are as3lmilat.d into o.E module whrch wilL th€n enable univ€rsat
cotlation of data at any Siven polnt.

SimiLrly, m.na8anent a8r.es with the adit that rhe payrolt arnoont for the
re..lcut ted data extr.cted ,rom lhe payrou d.tdas€ diftered lrom figure reported in
tha financial state.ients. Thts is tru€ b€ca{re, wtErers 99X ol pafolt tranractions are
p.oc6!4d throoSh th€ pay'ott system, transetirE ru.h.s Sratuity p.yments, payinentt
to nall h,ho had retired, and adrustrn€nt rournal entriei are procerred manualty
tkouSh the norm.l xcolints pay.ble rnodule. The!€ entri6 witl not be nrtuded in
ry{em Sene{.ted payiott d.ta hrt will form part of th€ total .mount for employee
comperE tions/ staff .ost.

Ex.mples of such €ntries paid throuSh ..counts payaue r.reen inctud€ the fotlo\rrirB.

1. N'codemus Odongo 6,ll{,E1E.{0
2. ttazel Koitaba 1,857,024.m

However, m.nagernent ir committed lo enrure (omp{ete artomatio.! thro(l8h the
xquisitEn ol a rElv ERP to erEUe modute rpecific p(oc65ing.nd limit transactaom
gro.essed drt o, th€ nDdul€ to adjustit€ot journat entriE only-

$anag€m€nt requests to review the tystem d.tr amounting to (3hr. t,812,220,675 to
estabtAh the nature ol entrie. imluded in the linaftial tt.terhent but flot in tlE iystem
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lhap$orad E x-Ctot io Expa/Baa
fhe ttotemena ol surplut or clelicit ond oaher eonpiehentlve iNone
rcllects No.loaol t'oltce SeMce (N ) @d Xenyo tu1ens Servr.e (xPS)

S.hene erpensot of xsht-9,E4,5o9,523 6 di*loted in ttote I ol the
flron<iol stoae,iients whi.h irrludes on ornoor ol ex-grotio expenses
ol l<shs-2t6,n7,193- H.,./e!et, the oryoved contrart linlt qas
/ctt'zm,@O,m rctultlng to o rorion.e ol (Jht-&.797,191 wllEte
@prolol lron the A tntstry ol thaertor on<l Notlotlol Nninlstrotlon
wos not proieled lor otdlt.

ln ahe .hcunttowes, the ptoileay ond volkllty ol ex.grotio erpentet
ol Xshs.86,797 ,193 eould nor b" conltrm"d.

h relation to utilization of ex-grati. for NPS/(PS uMer p.rt ,{ subpart a.l, whi.h
eugSests inpari€nt or€rpayrEnt ol xsht. 12,510,5$, rh€ manasement wishes ro rEpond

Simukwo Gitbe(; Mm 1573071, ldm 9172705; 8en€fi(iary.s€lf, tnparienr Limir for Juty
2021 to June 2022 Xsh 1,0@,000

Scavj<c Provtdar Raqu6t no. Approv.d amt Cuhulativa ysl|t

Ct $an A o.nb.i6 Horpitat 1576{05 8000 80m
Di.tylir Momba5a hospitat 157098E 47,500 55,500

t bteltr Tav.tiq Hospitat 3560137 11,700 67.20
lnpat'ent adm Euihra A,l€dic.l 15575, 11fln 81,2m

Coronary.nSio r,rohbasa Horpital 3571230 25O(m l3l,2m
lnpati€nt adm Mombas. Horpital 360541,{ 1E25000 2,156,200

tnpatienr adm H.H. At(uH N8t 1521020 8,{3800 1,000,0@

I}'PATIENT LU{TS E(HAI,STEO
gGRlTlaL LfTT€R REF. NPS/tG/A/EST/7/aolvol-.rV/112 DATEo lt/0{/2022.
auowED To ExPfliD FRO EXCESS Or LOSS XsH 6.6r,lm-ENCLs
EXGRATTA H.H. AXUH N8r 1680036 a,0@,0@ 1,0@,000

EXGRATTA H.H. Ar(UriNEr lE31r8o 2,6r,1@ 6,677,1m

EXGRATIA APPROVAL UTILIZED Krhi. 6,677, im

Cor6equen(y, app.ovals wer€ itsues in relation to policy and BuideltEs, arld within
..ceptaue inpatient limitr and excess of lots app.oval tetter. CLAIM OoC 18281066 was
pro(essed usinq requ€st number 1552{t, LOU approvat 1905 / 1 t 2 / 0905lti .

. The erBratia.l.im wa5 paid uMer do. 192E22E4 usinS approvat no 1905/112/101081
under request number 1871761.

. Claim arnount and apFoval a,nount .re the ram€.

. Ttle emait att.ched shows th€ requett from the fund reeertiq for .p9(ovat to
expend from the ercess of los! a.coon$ sin e the W&A/GPAIGROJPUFE contr.ct w.s
not efficient to cater for the wtDte horpitaliz.tion bittr for COvlD.19.

. The lo5s tor the NPS&KPS contr.ct wal rloted, and in the next brd for ren€r.|, the
Fund submtted a Xshr. 9.lB bir, which was lort to tf€ CIC consonium.

Management however wirtEs to clarily that the ercest ol loss scherne contract gpacifret
dnount s€t aside to cat6 for cas6.s approwd trom tirne to trm€ but does not €xpr6sly
limit erperditure lo the raid aflbunt, Bcing a tovernnpnt.to-8o'/erntrEnt arranleir€nt,
th€ casei fo.ward.d by the.li.nts, b€in8 ertremety dire, are p.o<ersed on th€ b.sis of
rrust. Itle batarE€ of 86.7 million in exc6s ol th€ 2m millim are therefore reponed
oMe. vade receivaHes ar NPS6XPS Ergratia Rec€iv.ble (Note lo) in the bool(s. This debt
is then tottow€d up thro(rgh demand notk6 for the sdne as per th€ a(rch€d

2077t2071
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ls{le / ObEcrvatlonr frolll Ardlto.

Foc.l Polnt
pcl5on to
rc'oh.! thc
trtuc (NdrE
rl.ld
darlo.tlor)

Statui:
(R6ohr.d /

'lot 
R6oh/rd)

Tlmafr.rlt.:
Olt . &t
q.cr dE
tcrr. to b.

,Lnagarnant comrlClitt

the lir,oNiol *aapm€nrs. rhe onom tncludes (shs.5,6J0.0m
in(uffe.lon Eoord ,ieeairys thot were not suppotted by Soord nnutes
ond tigned ottendore .e1t saer s. tn the .t( untaohces, the occurocy oN
conpleteness ol beneltt expenset of Kshs.16,816.303.139lor the yeot
ended )0 June 2022 could not be conlirned.

memorandums from the Chief Exe(utrve Olfacer's offi.e lorwardinS the mnutes for
exe(uaon were shared duflng LiL response.

S'gned attendaoce registerr for rneehn8s he(d durjnS the period were also atta.hed.

The p.o.ure.nent pro<6t war rnn'aled by lhe user depa(ment through a request done
on 5th ra.y 2022.

However, the tendering pro.eet en ountered challenges whi(h led to requgt tor an
extension of iervice . ThB ted to the extensbn ol the contra.t by three months,
therefore, callt {or bidr, tetter5 ol award, letters of &ceptaEe, p.ofestio.aL opinion,
op€ning minuter and evaluation minutes were not n€cetsary.

Management ir of the opinion that th€ pro(ers was above board, art al( p.ocu.ement taws
were fotlowed both m th€ procurement of the seruce at the bqinninB and in th€
extenslon of the contract. Attached hereffth rrthe, catllor bids, signed contra.c, lettefs
ol award, letteB of a.(eptan(e, openin8 minutes.nd evaluation mi.utes, prol€stional
oprnion, and contr.(t extention.

2022/202)T.ontpott Oparctiq ExFnt t
The ttotement ol surplus or deli<it and othet .@pr.hensiv. in.ome
refleets other operoting eeenses ol Ksht.z,E5o,o ,E33 as di{losed
in Nore 22 to the lituftiol ttotements whi.h irludes tront@.t
operoting eqent?s omount ol Kshs-2u,74,920- The anoht iftl!<les
Ktht. 106,570, t 26 whi( h ,os not suppoied by p.o.uremena
.l6un.nts itKlo<ling (all Jot bids, requttiaion :irc6 .leryttnent,
slgned .ontrccts, lettert ol oqatd, lettert ol o<ceptonce, proletsionol
oplnlon. apenlng dlnutet otd evoluollon iinutet
ln the clrcunttonces, the prcpriety, o<turdy, aN completenest ol
Xshs - 28, $E, 8@ ; l<ths - 5, BO,O@ oncl l<sh s - 1 U,5m, 1 26 on surg icol
pa.ko?et, bootd, ond tronsport opercting etpentes reSectively oll

Pofimat to tlotpiaolt lor Lindo lAona 
'.Nic.t 

lyitl1.ut Cont.o.t
The stotenent ol surplutor deli<X ond other comptehensire lrrome
relle.as Lindo htono beneltts expenses onouna ol Xfit.1.493.259,781
||hlch irludes o poynent ol Xsht.I,&8,200. Hosever, the.ontro.t
bet||.en the FUN ond sLppliet ||os not proid.tl lor audit-
tn tha ct.cunttor(es. ahe K.utocy ond .on-plptenets ol Xshs. t ,@8,200
on Llndo tlono benelit expenses colld tot b. @hlirned-

Oy.rpayi.nt in Oth.t O,Eratin! E rp.nt.t
Hospia. I iay I En rc ft o inl'|cna

The s.ot.nent oJ turplut ot dehot ond other conprehehstve tncone
rzlle.tt other operati4 .rpenses ol t<sht.2,850,096,$) os dis.losed n
Not. 22 ao ahe linan<lal stotemenat- The onounr ir(lules hotpnolitl
ond enteraotndent erpenses ol o.ontroct tun ol xths.5,t79,Xb ond
octuot poyment ol xsht.6,3aE,0t9.esulring ao on ove.poynenr ol
xtht.1,OoE,tt8. Thtt wot conr.ory ro Porograph 129 t2) on conto<t
tequtementswhich stotet thor the tonto.t,whi.h tlloll be in||nting,
tholl tet out eithe. lo) ah. horimum omount ol honey thot con be Fntd
under ahe cont@t or lb) ahe noxidoh o6oma ol (ime thot con be
poid lor mder the conro(t.

totolllls xsht 14,EAE,926 coul.l not be conlinned

}l anag?ment agrees that th€ contract for lhe St. Leona.d'r Horprtal could not be avaited
rn time at the time o, audrt. We however confirm that the contra.t lor th€ r.id fa.ilrty
was in dace and has now been retrieved for.udit review. Attached h€rein are exnactt
of the contra(t doaument, letters of extension ot contractr ur€d as barr of paym€nc
dunnS the period under review.

The extra con 
'nc!red 

over and above the contra€t amount rrqned wrth Krpew
Restaurant ltd was related to supply o{ hosp'talrty and entertarnment itemr dur'ng
stakehold€r engagements wh'ch were h€ld frorn trme to trme dunng the month on ne€d

B€rides the (ontra.t ror supEly ol offi.e tea award€d to (rpe!! R6taurant Ltd,
5upplier5 to. th€ proetion ol hospitality & ente^ainment ilemr were leparately
prequa{ified during the period and thos€ 

'n 
th€ p.equati{'ed lEt were requested to

prov'de quotationt on need basrs tor the ruppty of the item1. The towe.t quoter were
lh€n pi.ked to p(oede rhe seMces.

l! i5 management s oprnDn therefo,e that the sourcing was done lollowjng pro(urem€nt
pro.edures at provided by law and lowest bddert were awarded the tender to supply

The tist of prequahfied slppl'err who were eq.8ed to olfer servicet toiether with the
p.ofess'o.ral opin'onr rarsed on th€ sam€ were shared during A L re5ponse.

-lRelolwd

1077t7073

7072/7021

fhe stotenent ol slrpluso. delicit ohd o,her comprehenstve ii.one
rcfle(at othet ox.oalng expenses ol Xths.2,850,096,833 os dislosed

The amount pointed out as an overpayment by the audit it a s resltt of differ€nce 
'o 

the
appro.ch us€d in comBitation.

7071t70719.2
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(Plrt a d.t
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t r.t ha

1J0 on Cde ol Ethkt. t hare lullilled oth?, erhicot reqontibiltttes in
o..otdofte *lth the ISSAI od ln o.erdone with othet ethi.al
tequtenentt omlicoble to pe4orming oudits ol linon<ial ttotenents
ln Keryo. I believe tll,t the oudit eidexe t hove obtoioed it
suJllclena on.t awrcpriote ao provlde o bo5ls lor ny odverse opinion.

OfHER IATTERS

Budgtoty Coatrol on l P.iornoNa
fh" ttote,,"nt ol comporisotl ol bdget ond octuol onountt relle.rs
rcveMe biJdset ol xAs.87,&,632,u9 oN ortuol rcverue on
.onporoble bosis ol r,shs.78,158,513,610 tesulttng to rerenlle
ttlortlott ol x*,s.9,250,N,,,J9 oi 1t\ ol the budset. Sinilo.ly, the
Fun to€nt tsht.(4,655,055,557 on bcnelits expen*t qoinst
owroved bud9zt ol KJns.7s,126,,t26,869 tesultins to undet
oberpttoa ol t<41t.5,17t ,t71 ,t t 2 or 91 ol the ux19et.

fher.ls need lor rhe Fund to revle* itt bodget noklng ptc(ess eith o
v1.* to clereloplng o vlbrat bodget l'rl,ple,,entotton lollo.. op
,iie.honttn oN feedb.k prxets to ensure thot olt pro)eets on t
o<atlltl?s ore lnple,,Ient d os plonned lot the Fl,lt<l to fi,e.t lts
nltslon ond ob)ectlves fot the benelits ol the clilz.ns-

Th€ above.mentbred enharred tahem6 are ne8otiated cove6 betyreen NHIF lnd
diverse emptoyers, ryrottly go\€rnment entiti6, .nd .re modelted aSainst the pdvate
insuraftes. lt is wo(h notin8 that th€se rchemes form pan ot the Funds resource
@ling creatini an opportudity to nre.B€ differ€nt pools and thereby increasirB ffitrcat
matr in poBrtation cover€d diverrity of heatth needs and risks.

Ri* in rnedicat insrrarEe is common due to uncertaintie5 in the health n€edr ol
members and tlu.tuatlms in healtkare corts. lt it therefore &ceptaHe that sorne
products or poolr may erperierre hiSher expeMitLrres th.n the premiums received
whi.h may then be cro.r rub6rdiz€d b, other Doots that h.\e ,nemberr with lo*er heatth
risk, lt h therefore important to mearure the pedo(maft€ ol an insuran e or8.ni2.tion
by looking at the overalt perlorm.rre of the blsiner! rrther than individual
contr4ts/rheme5. ThE is bc< rre the overatl pdition h.rEDnrzes xross pods th.t
have dilferent demqraphica, parameters .nd risk. This mL balances ol or
comreBates e*h other.

St tutory contrlbutionr f.ctor
Th€ above comp.rison of th€ brdtet vs xtuat has not f*tored lhe statutory
contrjbutions from membeB of ea.h scheme while the ergerditure include5 benefits
the memberr enjoy that are ar$(iat€d to statutory contritutiorr. The fottovnng table rn
the hightight€d cotumn sho' rs th€ corr€(t hrdget to compare with the total
expendrtures ot exh hrghlighted s.herE.

Lida lLma prqram oper.t6 ai a lund where th. Mintt.y of H€alth transleBlurds to
NHIF for payment of claims. There fuMs ar€ replenish€d wh€fl th€y n€ar exhaustion.
Tht Eeanl ttrer€ i m disbursement ol lundr the Lird. mama a.cdint does not h.ve
the funds. Thh also meant when.omparing the {tuat expendilure, thit shoutd not be
on a.€rual basE which inctudes |SNR estimate. that were not actual cash outflow in the
year under revie{r white it rnay irrtude pri)' peri, cl.irB that were paid in th€ period
lnder reviei/. The a(tual payinent wer Kes 1,792,936,1821whi.h is within the hrdSet of
Ke.4,096,0m,m0.

w!!a - xPsaKPs

The WBA for NPS/KPS cov€r ruo l.o.n lst Jaruary 2021 - llst De(ember 2021 at a
budtet of K6 2,295,594,:140. The cot?r period did not atign with the linarriat year
pe.iod ol Juty 2021 to Jur'€ 2022. IIle p.emiun6 recei\€d.nd .pponiooed to the period
Juty 2021 to D€(ember 2021 was Ker I,147,797,220. An exter6ion was dorp co\€rin8 th€
period January 2022 to lln ar.h 2m2 at a premium ol Kes 571,898,610. Another
€xt€rtsbn for th€ perird lst Aprit to loth Jurp 2022 for a p.emium ot Xel 1,155,559,931

to (es 2 8n 761 whth iswas don€. This transtates the tot.t

20271?O?7
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'.alrndlwithin the actual eperiiture of ?,E62,751,a12. Ih€ i,lan {em€rlt ir workinS to.tnn tlE
cover paod to atiSn with the linancial period for proper comp.ason and hdgetinS

Nlc.'ure3 to enyrre pfoper utili2.tbn ol fu.ds fo. th€ saheme.

To safe8oard the i.hemes lrom losses and ensuring. positiv€ dJttoo* in the ruh6eq(€nt
perbds, NHIF u'es the ct.im experience and the actu.t utitiz.tion to inform into the
n€Sotiatbm for rene*al of llle taheme.

l. Civit Serv.nt! Ar€di(at kheme
Durinl the .legotiatiorE for r.rF\ral of the Civil !€ry.nt scheme, a taskfor.e
repfet€ntin8 the SporEor (lllnistry ol Public SeMce), Actuary.nd NHIF revie$ the
p.evirrs y€ar utiliz.tbn to inform lhe next cover period prshiums, d(esi to berE itt
or both. Result.nt to th€ defi.it report ol the r.henE in th€ cove. period 2021/2022, a
numb€r of me.5ur6 were inttituted in the subr€qu€nt perild of 2022/2023 ai follows:

a. Irrred€ ln the premiums to K6 7.914 biltiqt (ifttusive of statutory.ontriburlon,
lor tll€ co\€r perlod July lrt, 2022, to June 30th, 2021.

b. Renqoti.tion of benefitr pri.ing lor NlilF ttroducts and pro.edures with health
care provjdefs dlrin8 the 2022/ 2024 contrxtinS cy.l€

c. Bbrnetrt r€ARtratin of the memberr ol the s.herne arld bioEletrk id€ntila.atbn
cdpled with OTP verittatlon 6t the point of access. Thrs redu.s impeBonation
incadeffe' and other kaudutent activiti6 herEe reducirB on ctarm ependiture5.

d. Enhar'(ed cd€ m.na8€rient to redu(e on claim erpolure, SorrE of the measures
und€rtakm in tude: -

i Mana8€ment of r€ferats from a heatthcare p.ovider that aharies hiSh rates
fo. a sF(ified pro.edure to torer c6t l*ility. Eerlefi(iarie5 are referred to
c6t efl€ctive lacitity such as Publ'c art Eaith 8a!ed.

n Review of bitls at dis.harg€ to venfy the bitt and adjudr..te to tower the
bills ,or rpmbers of tlE scherne. NtllF L,s€s c6e code 30 to tegeSite the
scheme inpatient biur for pre ihonzation belo.e dis.haBe.

iii Misuse of optical ard dentat coterr lowardr the end ol th€ cover p€riod is
mitigated by strict v€nli(ataon on the need lor these t€ryr(es before a
member x(esr6- Thir is dohe tkoJgh concurerrce revi€vr with clinkbns to
prevent of wastaSer_

iv l €rnbeB of the s(ll€rp of cenain iob groups.re r6tricted lrom s€ekin8
t€rvi.es in high.end hospitals unless on reterral .nd slbje<t to
Pr€authorization.

v Catl for second opinion wher? requ6t! for e)eenrive p.o<edurer or $Mc€t
are loqht. This has ted to driqualifr.ation of rnany requelts wllere the need
for the expens've procedure war not w.rr.nted- E.8., r€quests for ARt

',yrtfloUt 
a repon from an r-r.y or CT.k.n.

ll. NPS & XPS Ar€dk.t khe.ne
Sor'€ of the rneatures app{rcd to tlle NPs/KPS r.henE ifttude
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a. Reduction o{ timic for &ntal cover lroln (6 60,0m to :10,00 fo nemb.6 of the
tchenE. Thit will reduce on claim exp€nditures,

b. lntroductror of limit5 for oversea treatment for the tower job 8rouF6 at Xes
1 . 5niLtioo. Expenditur6 ov€r and above the limit is pased to the er-gr.tia fund-

c. Nqotiation o, rater lo. ervte5 betow the co.llr*ted rat$ to reduce on costt.
Eramples irrlude; ne8otiation with Getrude hospitalto reduce coBultation ratel
lrom 5,000 to 2,500, bed.harges from Xes 10,000to 5,m0 and turgicat case3 for
memberr Pa8e 16 of 67 o, the r(he.n€. Oth€r tacilti€5 irEtude XUTRH reducing Pet
kan costr from 7!,0m to 40,0m.

d. A anagemenl of refenal! lrom a heatthcare lrovider that char86 high rates for a
rpe(ifi.ad pro.edure to torer coit facilny. 8€rpficiari6 are referred to.ort
effe(tive tacitity sr{h a! Publi. and Faith Bared.

e. Reviev, ol bilts at dis.har3e lo verify the bitl5 and adiudr(.te to low€r the bittr for
rnembers of the e.|jeEE. NHIF uses case code l0 to s€gretate th€ sch€me inpatient
bilts tor p.eauthoriz.tion belore dis(Mrte.

f. Calt for recond oginbn where r€qlestr fo. erpen3i\c pro(edur6 or ienncer are
sorght. Thir has led to dirqualification of many requertg where the need for the
erp€nri\r! pfo.edure wa5 not w.r.anted. E.8.. reqierts ror lrR wthdrt a repo(
from.n x.r.yor CT.kan.

lll. Relir6^lrdi.atkheme
Th€ s.herne has a higher heatth risk thrt has been sublequentty mittated throogh .
number of aniliatives: .

a. lnarease in the paefiiums payabl€ per each n'€rnber ol the s.heflr€

b. lntrodu(tlon of co.payment lor the relirees 5ahe,rE ol 20X ol the bitl inaurred fo.
both ln and outpltient it the member visitr a hith.end hotpitat

c. Relirc€r who hay! b€en oiJt of emdoyment for more than one.year were given a
Srxe Frbd of I modht

d. ln €ntivei to nEmber! o{ the Civil 5€rvte and th€ Natiorlat Poli.e wt}o renres to
imm€diatety ioin the coverwith an arm to ircrea5e the poplation and to a.hieve

e. Prealhorizatioo for certain ervkes belore membeR xcea5 them, except in an
emerSency to reduc€ on ctaim erposure.

t. Biometric regittration and llentafication .t th€ point of a(ceit.
g. The above measures are aimed at imp.oving th€ perlorh.nce of this pool to ensllre

a heatthy mir {or the tage pooliq.

2 lrt.tolvtd P.ior Y.or ,,dta.tt
ln the odlt t.W.t ol the preiout Wor, everol It et were roitcd
under ahe Report on ahe Ftnamiol Saotemenar dd Re@rt on
Ltalulnets dn qft..lveness tn Ute ol Pubtic Reeur.es. fb|.ever ,
tAologement tes rct reelved the lseet ot glren any etploralion lor
follure to odhere .o the provlstont ol the Public Sc.tot A..ounting
Ston,htdt E rdd te/,plote!

2073t202a
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Unoppto!.d Fot.ign f t ips
Noae 21 ao the linonciol stotenents rcll?cts Boo.d erpentes ol
xshs. )2,166,770. fhe ohotht itKludet t<ths.5,921,&a in<urred on
lorelgn t.ips. llosever. on opprowd by Cobinet Secretory wos not
provtded lot oudit. lhtt ||os controry to pott D 9 ol the olli<e ol the
*$idenr CirclLot No-SH/ t t6t Xtv dot.d 19 &tobet. 2018 which
stotes thot oll public ollicers will require to teek clporon e to mole
loretgn tovel lrom their reryxtive Cobinet Se..etory. tn ciddttoh,
prolesttonol opinion on pro<u.etueht ol ot aicketswos oppro*d on
t6 A4oy, 2022 olte. the porti.iponat hod olreody derytted on 07 itoy,
2022 and 08 

^ 
oy, 2022.

tn ahe ckcumtroncet, Aonogenent ||os in breo<h ol the lo*-

The Fund seets app.oval lor all oveEeas trip6 lor rts Boa.d memterr.
ln retpert to the above tnp, approvals tor ea(h ol the Board mmbe6 were obtarned
from the head ol qrulc rerM<e who !s the overall .uthonty on approvals lor o\€rrat
travek- Ih€ sid approvat covering the three Soard memberr were shar€d wrrh rhe rwo
i histries who reteated therr oflicers to attend the evpnt.

NHIF rhared hard cop€s ol requenr and the tubsequent .pp.ovats as re(erved from
l rnistry of Health aM the Public Services as glided by pohcier and crrcul.6 during the

7072t2023
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RT ON LAWFULNESS ANO EFFECTIVEXESS IN UsE OF PUBLIC RESOURCES

Et julct Cotltoca Awordt
fhe ttotement oJ turplus ot delicit oN other cot preheneve irrome
telle.tsothet opercting expense t ol Kshs 2.E50,096,83 osdi{losed in
Note 22 to the linonctal stotemenrs. The oiount in(ludes
hotpitoli.yte^terroinmenr expens.t ol xths.,t0,lO3,881 out ol *hich
Kths,11,J62,992 ||os in reqect to .ontrc<tt thot were
o*ordedtexeeuted severol nonths oltet the e,plies vere node- Th't
||os contrcry.o Section tl5tt) ol the Publi( Prqu.ehent od As5et
Disporal A.t, 2Ot5 ||htch stotes thot the e\itten.e ol o controct sholl
be (onlitmed through the signoturc ol o eontr.,(t deumena
irio.protitg oll ogr.enentt beaveen the po.ties ond slrh contret
sholl be dgned by the o.counting olli.er or an ollieet outhotize<l in
|'riting by the oecounting olli.2t ol the pro<unng .naity oN the

th the .t.unston et. A onogenent tos in br.o.h ol the lM-

Pro(urem€nt o( reruices for branch ofkes are rniti.led at th€ brafth le!€l where
quotatbns are lloated, .nd evaluatDnt done. Requ6t5 for cootracte are th€n 1ent to
the he.dqrarterr, lqal department to.ommence th€ procets ol draftrn! and

oetays rn &a.\.h contra.t exe(ution are, therelore, o.casion€d by rhe p.o.esing
require.'entt and communrcation b€tween ervrce providers, bran h olfice .nd the
h€adquarteG. This normatiy anse due to reaurement to. do.unentanon and corrernon
trom the reM.e p.ovid€rs which m mort cnies is ootside the conrrol ol the Fund.

Award letters and a(ceptafte l€tterr tqether with other Eorurern€nt do.urnentatlon5
are ured a5 b.th for th€ s€ryi.e provlders to d€liver goodr and serhces pending the
erccullon p.o(ess rs cofttuded.

However, to mrtigate on the abolr tituation, management has now requested alt cost
ceotres to rnrtEte pfo.ureoreot of Boodt and s€rvtes sir rDnths prior to the end ot an

nrclulot At ordt w1.l.t AGPO
fhe taotement of turpLut ot delrctt ond other con .hentive in<ome
t.i.<ts athe. operotlng eryentet ol Ktht-2,E50,096,833 os dlxlosed
ln Note 22lo thz flnonclol sratenenas- The omouna hcludes
l<tht.22,n1 )90 lor tuppli.t o||or.led under ahe a..ess to
Aovahnenl Pro<ueftent Oppoial ales taGPO).otegory but thet
retpe(alve AGPO ceitlletes were not ptovlded lot oo<lit- This tat
contory Se<aton 53(6) ol the Public P.dwenent oN Asset Asposal
Act,2015vhich stotes thot oll prolutenent otu ostpt dispotol
plannlng sholl reserte o nininln ol rhnry per c.nt ol the budgetory
ollo<atlots lor ehtet p.i t t o'|hed by wonen , youth. per sont ei th
dirabtlities ond other ditodvonaoged groups.

Section 155 (PPADA 2015) .ltowr for continuour re{rtration ot ruootrerl under
p.ereren e and re*ry.tion where d'sadvantaged Sroup! .re reSiiered under drlferenr
c.tegorie:. Dunng registration, the €ertific.te numbe.s are 

'ndrcated 
and when

quotatpnr are i3rued AGPO certif'cate becomes ooe of the mandatory requr.ements to
attach a p.ool that they are dutly.eSrtered by the tr€asury to b€n€t't from the

Way lorward: All pro(urement offrce6 ha\r b€€n rnformed through memo HFlC/814
VOl.r-\xlll/011 and further !!'ded on how to venty the.erliti<ater onlrne
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Foilu. ao S4t.gaa. Ctiakol F@<tions
Reie'| ol lser ptiileses teveoled rhot tone stoff hod etcettive
tights on the tysten *hi(h it criticol lun.tions to the fund. fhit
iolar.s the principle ol te!rcgotion ol dutiet lthore{l
responsibilities)ond thot ol leott p.iilege od iicreoses ris\ ol
.rrors ond lroud being undet.cted. Thitwoscontrory to Regulotton
B 11)1.)ol the Publi( Fihance laonogement (Nononol Governnent)
Rpgulotions,2O15 thot requires nointenance ol elf?ctive systens ol
intermL contrcl ohd rhe meotures to^en to ensure thot rhey ore

th the (tcumstoncpt. tAonoqznent wosin b.eaeh of the lov

ICT aslrBns nghts based o^.equests and approvals from r6pe.t't? FunctDnal heads
Stafl sho(age espe.ially at th€ Eramh olltce tevet resulted in some users hanng
mutt'ple rights to atlow fo. continurty ol work. ICT shatl work w'th Human Resoorce
depan.nent to deal wath the staff thonage and the va.ious user departments to re-
allign the rightr appropflatety.

7021/ 707]

Clain, Without R.c.ilcd Doa.
Retler al clotnt do.o e\t.a<ted lrod the Qvrem tyttem estobhshed
thot there were outqrienr cloint||o.th Xsl1s.39.)75,E86 that ||ere
potd. However, the cloins did not hove.eceiv?d dote or ahe user ]D
ol the petsoo qho re(eived the cloim. tt *os not posstble aoconlrm
|'hether o cloin wos tubnined within the doyt ltoh the dote ol
cltxhotge. fhit vot.ontrory to Porogroph 5.2 ol finon(tol
A onogehent Policy,2017 which norcs thot (lains sttollrl be
subntaed lor poyments w(hln ntnery l ) d6/t lron ahe doae ol

ln the clrclmtton ?s, ttonog?n,ent ||ot in bteo.h ol the law.

Th€ receivrng date 15 automat'cally 8en€rated by rh€ eystem at the pornt rhe recerving
offi.er capturer th€ visit inlormation. Cu(ently, th€ Fund l' run.ira on 2 ry5temt. TIl€
clarms hqhirghred were rarted through th€ e.ctaim syttem whrch atways captures th€
re(einn8 date. lt was however noted that, wh€r€as the recernng date is €aptured, the
report generated from the Fund's ERP did rct im(ude the rfterving date rield. lt har
been esrabtished by m.nagement th.t dala titling in th€ e.claims tystem did not
automatically popul.te lo th€ ERP rystem. The ICT dire€torate has been tatked to
synchronte both the e.(laim sy5tem and the tRP reponing system to ensure that lh€
data contarned rn the e'ctaimt q5ten 15 poBrlated when g€nerahng.epo(t from the
ERP (Qwerm) s'stem.

20?7/7023

Cl6..t.d troll D.btott in.h. Poytoll Syt .n
Revlew ol doto fron the Woll tytten reveoled thot solory oclvonce
ttolning le\.y ond lnprest recovery were oU clustercd undet one
collnn (ttoll d.btors)- This,os ontrary to Reguloaon B (1)tc) ol
the Publk Finofte ttanogenQnt lNatlonol Gov.mneht) Regllotions,
2015 ||hich stotes thot an k<ounting Ollkett shall, in o.@.don..

th Arti<Le 22612) ol rhe Co^stitution ond S(tion 6att) of the Act,
be oe@untoble to the Notionol Assembly lor nointoining ellective
tyiteit ol intehol (ontol aod the neosuret tokel to enstre ahot

tn ahe ctcudsaonces, tAonogement wosin breo<h ol the low.

All debt retatin8 to nalf have b€€n Gtego.ized as staff debtor rn the payroll tyrtem.
oebt r then accdrnted lor rn the financiat system separately based on the nature o1

naft debt. oue to the minmal number of tranrxnons, managen'ent, b€fore, never
deemed it necerrary to clarsify ttafl debtor! in any other manmr.

Deducnon env'es (whi.h in.lude but not i'mrted to talary advan er, imp.6t recovery
and an! surcharge) 

'f, 
the payroll are don€ throu8h preparatlon of Pay ChanSe Advises,

rn thir cas€ the rtafl debtors are recoveries made to ltaff using ther Frsonal numbers
and th€ rame can be tra(ked in the synem using th€ PCAS wh'ch 

'nd'cate 
the prpose o1

However, wnh the recomm€ndattons grven by the audtt, management commrts to mak€
lystem improvements to clarlity debt appropriately 

'n 
the payrott system and accoont

Ior it rn a drslirrtrve manner.

?02717073

wotk Ex.cut..t 84ot Signins Co,lttoctt
Renp* ol tnlo.liioaion Co66t)^icotion Technology llcf) rcloted
contro<ts rcveoled contdatvolued oa XAt.30a,3B,m3 we.e
ex*lt.cl belote the.ontrcctt ||ere signed ond coses ol nsigned
cohtto.ts wzre not.d. Thit wos controry to Se.tion 135 13)ond (1) of
Public Prsupment ond Asset Oitqtol a.t, 2015 whieh stotes t1) No
connoct is lorned between the perton subnittlnq ahe su<cessful

Th€s€ are sernces whore contracts cover periods longer than orle year. A car€ on point
t Fourtel Ltd wtrc's servicer for maintenaEe of th€ eystem in pta(e are vendor sp€(ific
Th€ contract is renewed annually and there are timer when the remwat p.ocess takes
loog beyond the tapsed contract penod. The veMor rr then expftted to conthue
D.oviiiinq the services as stoppale world tead to th€ qrdins ot operat'on! to a hait.

20?117073
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Resrrce D€partment. This wilt enaue the department to set up contrott in the rystem,
mrnimize humaf, rnteraclon aM ensure a.curacy.

Other ar€as vie{€d 6 necessary for hpro\isment alongside the 1 / I rute on basic pay
il'(tud€r -

. R€trospe(ti\€ comput.tioh of aflrual imr.mentat .w.rdslarreaR as .nd wh.n they
f.tt due.

. autoir'atic ttoppale of salary in re5pe.l of a future date (on r€tirement, resiination,
unpaid lea\e etc. )

. Autom.tic .omFrtation and ftagging in cas€ ol €rc€ed€d timits on the on€ third rute

. Aulomatic PAYE compJtation for persons Liviq with Ditability

. Automatic Salary pro.ratin!

. ALrtomatic catculation of acting allowarres
It wilt be wonh notinS that, mort of the {85 menrioned staff hav€ tin e.djutted rheir
dedu(tion le\ats to comdy wrth the s.ij crrcutar.

r0

10.1

|ft.lttloritla, @ l.tumat Retoutc.s
R.v1e* ol Wro|t ond hu,ion reeurce re.ords reveoled the
lolla,tlog unsotlslottory notters;

Lratdor P.ofi,oaid'J
R.rle* ol taoll nov.ment ln the last three (3) yeott reveoled ahot
nlne (9) 

"nployees 
||"rc prcnot?d but they did not meet the

mlnlmum rcqultement ot tet out ln the NtllF Cot?et Guldellrp doted
At8ust, 2020. tn oddltlon, 

^bnogemeflt 
did rot provtde dry N@l thot

dvcrrlsenent(s) ||ere done for ahe posltions. This vtos coattory lo
Nrogrofi 2. y.l ol NHIF 8R tullcy ond Prdeduret tam&l cloaed
Alr'|ust.20N.

The Fund has be€n usin8 th€ Car€er Prorr€ssbn Gurdlin€s to promote its stalt, horvever
in compli.rre Mth Pubtk Service Commi$ion Circular of 

^{arch 
2020 th€ Fund used

.ornpeterry where an individual'r olrttrlt is t.km into consideration. The move
pronbted a culture of hard v.ork.mooa the €mdoye6. The circutr, in nellY of the
tramatbnat arraryem€nt, "the.ommtrsion has lurpended the requnement o, the
Stratetic Leadership De!?toprEnt ProSr.mlr1e {sLDP) .nd ma5ler'r deiree a5 a
p.rarneter for prornotion of prrui( oflke.! to senio. porition. "
ln lhe me.ntime, p.omotion on Biblic offkeB wilt be bas€d on r€quisite exp€rien e ard
indivilu.l performarce, " to8cther with the p.rarnetF of how many yeaB one hat
3erv€d i6 a specific position, rneam that t zy ard irronpetent employeei hate been
lidin8 their way into high ollices in whjch they canrlot detiver as ereected, leading to
wenting rrork oJtBrt.
The appoint,hents sr€r€ bas€d on the rtuman Reiourc€ Procedurs l,lariial (reesed 2011)
a5 enurnerated (furi.8 f, r6pons€5.

sEcnoN r

4. lnterp{etalion

Th€ interpretalion ol lhe provirions of this nEnualrhatt rest in th€Chief bG(utive
Olficer.

5. Delegabon

The Board may detegate ro.ie of itr functioE aid poyr€rs und€r thrs maruat to a
Committee of th€ Soard or to the Chiet Exe(utive Officer, wher€ app.opriate. The Chief
Ere<uti'€ Otfte. may 6 w€lt delqat€ sodE his duties ard responsibilitiB under this
nanual to other offker of th€ Fund.

2.1 Rote of the Board of Alanagement in Appolntment

The Porer to appoint personi lo hotd or..t in top llan aeE€r't positions in lh€ Fund
shalt be \e.ted in the 8oard. This will in lude amointment ot ofticeB to th€ positions of
GerEral Manqera or llan4e.r.

2077t7021
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rkwet/er, the Soard nRy deteSate ruch pow€R to .ppoint olfte holdeB in other
posltions to the Chief &e(utive Ofti.er......:

( 1 ) Apoointments wjll be made in accordarEe wtth tlc Career Prqre5sion GuidelirEs
{CPG3) 6 niay b€ de'/eloped by th€ Fund from tirne to t'me.

I SECTTO S

PRO OT|OT{S

E.0 C.r€€r Progressirn Guldelin€s

Al lar .s it will be pr*ticaue, att job openin$ in the Fund thalt be expeditiorEly fitl€d
by promotion of seMnt emdoy€er. Consideration of ernployeer for protrrollon th.ll be
in accordaire with the provisi(hr of th€ Career Progrsrion Oridelines for eaah cadre,
whi.h $atl ipecify the miniEum requtements in terms of re(otnized qratifi(ationr,
proven m€rit, abitity, seniono afld work erperiefte and rerullr.

8.1 lo s€lecting canddatE for p.omotbn, due regard witlbe Siven to ment ahd abitity
6 refle<ted in work perldm.n(e and results, .......

8.2 The Stafl Advisory Committee

................Thc Chht Ae(utive Otfi.er may, in.ons{rttalion with S C promote any
e.nploye€ wt'o nray not necess.rity po$€6s all reqJisrte qlatifi(ation5 but has n€csiary
e4eri€rr€ and h.r d€rDonstr.ted .billty to perform, to the rExt hiSher 8rade.

8-l.l ln casei ol FonDtio.B anron! oftters, qialific.tions, m€rit, competenae, and
suitability wllt be gaven Sre.ter wei8ht th.n seniority in matin8 d,e(irions.

10.2 Follut io DedEt PArE
T.n (10) enplareet ||tth dtsobtlttt.t dtth gross solory obove
Xsht.lil,Un w.re not dedu<teel W os you eorn (PAYE)- fhlt wos
contrcry to L8ol Noaice No. 36, ol The Pete$ -lth Dl*blll',l6 Art
lllo. tl ol N3I F&th.r,.l9ht tA) ttotl /,emb.fi tlot ln the
opptov.d lltt ol Perens wlah Dlsobtlltles (FtD) proided lor odi?
vet. b.nefittng fion .ot exenp.toa ollol,ed lor friD- rhts *6
.ontrcry ao Parcgroph l ol Petent ||hh Dltablllalet (ln one rox
Deducttons ad Exemptlont) Order, 2010.

Att ttaff indic.ted.re eaminS Brors ralary.bo\c th€ Xes 150,@0/., hoyrcver on
comFrtation of tar; we need to r.dwe th€ allow.ble deductbns/epmptions to be able
to compute th€ tax pryabLe.

A verificalion of the p.yiott records indicate that the ten otfi<€rs tisted are atl Perion3
tivint $.ith Dirabititier, it h lurther r.ted th.t their grorr sat.ri6 16r Peosion
contrihrtioo, NSSF ard Perso.Et Relbf grtr thet due betow the tarable income. XRA
td exempt c€rtiticat€r aM Pry Charye Advise were att..hed and thared duriq All!

Ttl€ Furd, in its oper.tbns enrures th.t t corpllei $.ilh the (urrent iovernmeot ruL6
ard reSutations. lt is ln thit case, th.t offe an employee har undergone the
reqrirernents of PersorE livirB yvith Darabititie ard thereafter, awdded with th€ ta!
eremption (ertiftate, we en$re that the recomrnendationi are followed. The ei8ht
(afl memb€R tisted ha!€ provided the depanm€nt ol Human R€Ialr.e wth the said
requrefllents and wpre awarded the ta.x erempt.

2072t202J

r0.l Dit r.r,trl! ln Pgyr*nt ol Solatiet on<t A oran<.t
Revleq of Fyrolls lor the yeor uler rcie- rcveoled thot oae lt)
stoll nenbet ||as oteryotd in bEsic W, lil.een 115) s@ff 

'nembeqw2r2 oyz.pid in ho.ne oltowortes, two (2) stoll ,'lefibers wzre
overpi.t in conmuter ottowon es ond seventeen (17) stoll ne/ll,be6
oferpid in oftiry o\odor,<2. fhis ||os controry to the lztter Rel- No-
SRC t fst NHIF t 3 t )9 llE) clated Jotuory 2019.
la ahe circunta@(et, itanogenent wos in brea(h of ahe lqd.

Th€ area^ ,o. the .bov€ oflicer were lamped tqether with lhe basi( latary. The
o(ficer had mt been awarded hr annuat increment lor the year 2021, which had latten
due effe.tive Juty 2021.

Since the ofli<er't contra<t had tapt€d, iE was paid on pro.r.ta b.sis; that is Kes
589,@ (for l0 dO6) instead of Ket 607,153 (for 11 dayi).

Ttle officer is y€t to be p.id his leave commutation, the overpayment of K5hr. I , E 17 will
be re.overed irom his final duer.

7072t2021
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REPORT ON EFFECTIVENESS OF INTERNAL COXTROLS, RISK MANAGEA{EMT AND OOVERNAXCE

Rafarcnca
l{o. on
th€
axt.lnal
rudft
Raport

lsr. / Oi6lrY.tbn3 from Audltor ,fumicmcnt corimfttr

Foc.l Polnt
perlon to
r6oh/! tha
k6lE (Nrrna
and
d.rlfidlon)

Stltlr:
(R6otrtd /
)aot nr$lv!d)

Timcfran.:
(Put . r'.t

.recct dr.
h3lx to be
E&t!r.d)

1. The of{i.er! i6 grade HF 7 and HF 6; namety Amo(lo Gumba and George Ot'eno had
been on dis.iplinary action, where upon their representatioo to th€ Human Resource
Aderory Committee lhe reeotutions on th€tr cases war reductlon ,n Rank pursua.t to
the Human R€source pol'cy and Pro.edures tnanual Se(tion 11 i]rb se(t'on ll.12 on
forms of Brnishment. This however rneans th€rr rataries are personal to relf.

2.5taff Number 0669 had been 
'nadvenmtty 

earn'n8 hoose auowance above hR salary
grade, th€ tanl€ wa5 rectilied through P(-A troc No. 9408 and ove.payFEnl recovered

l.Th€ two olti.ers ar d€tailed in schedule V wtio!€.ommuter altowa,Ee was abo\€
5opulated tatary rtruatures namely Mr Rose NalJungu h.d been inadvenentty earninS
houte al(owafte .bove hir salary grade, the same was rectilied through PCA Do. No.
9409 and overpayrnent re.overed accordingiyi Mr Amotlo Gumb. h.d been on
dis.rplrnary a.tron, wh€re upon their reprerentation to the Human Resource Advrtory
committee the relolunonr ofi therr aa9el wat redu.lon rn Rank prrr5uant to the
Human R€source policy and Pro.edures Aaruat se.tion 11 sub tection 11.12 on formt
of pnishment. Tht however means ther salarier are p€Eonal to self.

4. The reventeen gtalf rnembers in various job group6 whose ..tin! altowan€e wat
above the stiputated satnry structu.er, the department notes that the t rne h.s been
o..arioned by th€ yearty irrrement awarded; and ar pan ol the automat@n
mentiooed above the ta.ne will tr addressg accordirBty, in the meantrhe
adjustmentr ol th€ allowan es har been iffe.ted throlgh November 2022 payroU

PCAr aM review of lermt ol emp{oyri€nt lette6 were rhar€d dunnS ML rerponses.

Sroll E roblithn nt Godingst /rtut.
The aryrcved sroll estoblishnent list groding structtre indlcotes thot
HF 11lt lot Olflc. Assittant ond ltF 1 is lo. Chi.J €xecutive- Ho||ever,
thls dlllers dth the noster rclltconplinent llst wh?re HF t B lo.
olJice Ass,stont oN HF 11is lor the chief Executive-
tn the cir.unstonces, the elfecttvenessol the fund's gracling
stLrtute coul.l not be conltned.

The 
'nitBl 

HR Sr.drng nructure wae erch lhat the CEO was on 8F 15 wher€as the lowest
gr.de war oo HF 1. The p.o(e.r ol mappiry of statl to the n?vi gr.dr8 (ru.ture be8.n
in augutt 2020. However, thi9 pro<etr was halted to altow for the review ol the
nructore and liR lnnrumenG in tine with NHIE s kan(ormaaonaljourney tow.rdt th€
achievement oI UnNersal Health coverage. The Board as guded by the i{inirtry {l OH)
throuSh varlotll corr€iporden e. rrriudrrB vrde Rel. No. MOH/HR/5/ 1/20 dated 24th
November 2021 initiated th€ pro(ets of reviving lh€ ex;ting riR lnstrum€ntt.

The Board rn iB fireeong held 06 loth l.lovember 2022 direated l,€nagern€nt
imp{eryrentation ol th€ app.o!€d HR lnrtrurnents which irrluded th€ trading nructu.e
where the CEO was Sraded as Hf1 and the lo$ie( beinS HF1,{ for Oltice Assirtaot.

d

701111071

lrt.gulotiti.t dl Cloim R.imburc.m.nat
An 6sestnent ol connolt over cloin p.cxess lsing sonpled bron<hes
rcveolecl th. lollo'|ing irteguloriti?s:

Cloin nunber 16855376 hod on invoice onount ol Xshi.2N,N but
the ohottlr pteouthorized, clained ond Nid was Xshs-250,N.
Sihilarly cloin nuli,bet 3Et@125 had on intoi.e anount ol
t<lhs-1,W. but onount ctoimed ond poid *ot Xshs.4,A0. Alto
cloin No-173051&hod ,nvoi(e ohoont ol Kshs.J6,916 but the
rtom ||or Neoutlpdzecl oncl potd ot Rshs-1o,l5O

ln the contract 2018.2022, th€ package amount {or tota{ hlp replacement in
Government fa(itities l€r€t V aM vl was up to 250,0m. NHIF reimbirrres to fac'litles the
package amount. ln the contract 201E-2021 (ertended to 2022) ctause E.3 and ,ub
ctaus€s E.4.2 prescribes the rcope ol coverage, to rn.lude pon operatrve fot{ow-up. The
approvat was based on request and contract amount-
-rhe lystem R howeve. b€ing configured to 

'mdement 
the up to provrtion where the

amount payaue is autonat'(ally tted to the conrra.t amount of the requesred amount,

2A2l/7024
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eltlrnal
rudlt

5

I

l$rra / O6aa tlolti frofi Audltor ,Lnafamcnt cornftaritr

Foc.l Folnt
parton to
rarolE tha
kro. (tld!|.
f,nd
darlgr.tlon)

St trEi
(Rcrolv.d /
Not Rcrolved)

(Put . d.tr

.ryrct th.
ktuc to ba

stotenents extrocted Jton the ERP rytt.h lndkoted tw.nay.elght
l2E) .loint ol khs-266,m w?re in nenbe. stoaenenas but ||ere not
in lu<led in the llnon(iol stated?nts.
tn ahe cir.ln,ton<et, rhe elle.oveness ol cont.ols of QWem tysten
togenerote hr,onciol stotenents could rot be conlirned-

depedent on th€ repo.ting cdteria based on a..ountinS tt.ndards .nd policies e.g the
IFRS l7 and IBNR repo(rn8.

ManaSement requests to re\ ew the sampled 26 ciaims to establish the.rr.umstan.es
under wh'(h the claime may have been telt out and how, then, they were accounted

It u alro enesaged that th's w'll b€ an Bsue of the past with the a.quisrton ol the n€w
ERP.

Ihe pro.ess of mapprng beSan ln August 2020 however, i was halted to atlow reuew ol
the ttru.tur€ and HR lnslruments in irne with NHIF new lourney for lmpleme.tat'on of
UHC. Th€ Eoard ai gurded by the l inittry ( Oh) thrcrgh varDus corespoMeme! !1de
Rel. No. MOH/HR/5/ I /20 dated 24th November 2021 initrated the pro.esr ol revrewing
the lnnrumer{s. The Soard rn rtr meetin8 held on l{hh November 2022 drre.ted
l,ranagenent implementation of the app.oved HR lmtruments.

107\/7474Stoll Ettoblithrt lrt Noa ttopp.d in Th. Poytoll Syta.n
Reiew ol po,.roll dotuwnh sbft estoblishment reveol?d
ixontttterriei in the detigrotions ond deporthents between the two

tn the (irclrntton."s, rhe efl..tiveness of.ontrots ol stollins and
poyroll monog.nent .ould Nt ba.onltmed.

Wao, Cotlttols ot.t ,,'tpr.tt lssuonc. on<l Su.rcn.kr
Review al tnprest generol ledger reveoled the following .ontrol

A sanple of inqest sunende.ed reveoled tix (6) inttoncet wherc
one impr?sr worrant vos used to tuppoi turrende. ol 6o.e thon
one imptest ond thnt..n (t3) tnston<et||here dillerent inprests
were errcheously coptur.d as hoiog been itsued utng one inptett

ii- Anolyslt ol lnptest code tegistpr ond inp.est rcytter extro<ted
tuon Qwern.eveoted five hu^dred ohd t||en.y.seven 1527)
lnp.ett paldentt ahol were node ao Weet ||ho *ete Nt in the
lmptest code reglsaet.

tn the clrcuhstan<et, the elle.tieen?tsol controts ol inprc*
su.tendet ond recotdhe could ho. be cohfimed.

The manaSement has initiated several control Fleasurels espe(Blly on 
'mp.6t 

rssuan e
and surenders to avord human interventron rn rmprest pro(ersin8. The ICT depa^ment
rs workrnS on the re.omm€nded controts. Furlh€r the 1l cas6 ot duplication as
indicated it ae a r6ult oI naration erron in the des(npt'on fleld however in rmp.ert
irsuance icreen and payhent vouche.s are not dupk.ted and are tled to iMividual

lssuanc€ ol ttaft E code rs a contrnuous pro.ets and th€re could h.ve been a delay in
updatrnS the E code regrster. However, najonty ol rmprert in schedute XXVrr relater to
non sl.ff who rr{ud6 board rlemb€rs and cpil s€ruantt who are mt rrued wrth E

.oder but instead are issued with N coder !o undertake various a.tiutier toistty wrti
NHIF. Therefore, there B no unauthonzed payment lor tervicee .!ot rende.ed sirr€ N
(odes are part of NHIF imp.e( re(ordr and tuUy authorned at th€ time o, irruance of N

codes and undertaking act'Mne9-

It E not true that th€ two etalt had two dilferent E codes and names srffe E code 5620
of PF NO 1119 l' tor Anthony Odonio x har already exrted NHIF while E'code m475 PF
NO 1449 is for Anthony Omo.ldr OdonSo wtro is rblt in employment therelore they .re
two ditferent naflr. As lor E code 02192 the B.count war dea.tiv.ted, and only a.tive
account ts €.code 2194.

2022/2073

lnad.quot. lf Contingcncy Ploming
The 

^/€,nogenent 
has rot put i^ ploe approee.l businets .onrtnli ty,

dtsoster recowry plons ond tonprehensire ba<k lp No<edures-
Futther, bockups ||ere not teta.d lor sw.etslul retaorotion. rhis *os
controry to R3llation l1O(1)ol the Publi. Fihot.e t onogehent
(ttoaionol Governtuent) R4ulotiont,20t5 thot tequtet the
A.counthg Olli<e. ol o Ntionol government ehtity to institute
opp.opriote d<.ss.ontrolt ne"ded to ni^idite brerhes oJ
inlornotion conlidpntiolity, cloto integtity aN loss ol blsinett

Erirtiry DRP wae reviered tast month and rs part of (h€ do.unr€ntatlon to be lorwarded
to lhe Soard for approvat.

8CP ls corporate'w'de and go€r beyond lCT. Strategy and Ptanning ha, developed 8CP
Policy whi.h sh3tl be pres€nted to the board together with other polrcies through the
CEO for approv.l.

NHIF has a Die(€r Reovery !'te (Cotd) where cnt'ca( busrne5t data rs repii(.ted to rn
reat-hme. Funhermore, the data hat been renored on a numb€r ol o.casions when
divuptDn o(.urs. There are p{ant in p{ac€ to 

'etup 
an actrve DR site rn the next FY.

7072/20?3
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APPENDIX lV: TRANSFERS FROtvl OTHER GOVERNTvtENT ENTITIES

o.ta rrcatvad
tt pcr b.nk

lLilll:
R.qrrlit

MAn
m/OdEr

Slrt rl.rtt oa
Ffirrdd

C.Dll l
fud

&Lnc. l/F |lun m?j2r,ozr 7l Tot l Tr.t!r..r
dtrLr tlE Yar

St t. tl.plrtJrEnt for
Publlc S.rvker, Youth
lnd Gendar

Direct
PayltEot

Xaa

2,000,m,m

2,000,0@,0m

1,2E6,,192,016

111,507,96,a

No
PayrrErt
NO

PaF6tt
Dlrcct
Pdytne.t

352,600,000

1,520,.{00,000

.,050,m,0m

03t10t2022

K6

7,636,m,103

Detarred
lncoarE

Racelvibl"s

2,396,321,.t15

RccelvaUa!

2,996,321,,(15

Xat

5,@,0m,06

Kcs

3,W,42

43,127,tzE

r,86r,639,209

253,6r7,E31

1t,.,M,972

D.frrrad lncomc

3.t9,,199,55E

1,290,154,527

1,821,729,511

,linlrtry of ]t alth -
OPPSD

, nlstry of lh.lth - HISP
ovc
, nbtry of Educ.tlon -
E.h Afy.

,linlstry of He.lth - Linda
ltuma

Countlet (Li.t Fovid.d)

,linlltry of lnt rlo. off,c.
of th. p.r.ld.nt -
NPS&XPS

Direct
Payn€

1,230,659,325

r,2,r5,5fi,9m

1,2,{0,387,E91

9E9,633,73r

't6t01t2023

13102t2023

17101t7023

'tst t2023

Various

Varbus

375,@0,0@

603,269,0.t9

2,049, m0,000

2,0.9,m0,0m

2,50E,370,36E

2,09r,2t8,69.r

1 ,n4 ,017 ,833

.r,917,026,999

1,616,539,289 r,967,902,760

,{,098,m0,000

17t01t2023

29tMt202i

79 t06t2023

No Payrnent

No Payrnent

22tut20n

03t 10t2022

15t0212023

?1t06t2023

03t10t7022

1,2@,1n,U3

I ,5n ,23a,110

4,1y,90,,67EDirect
Payfient

Dtrect
Payrnent

Dlrect
Payt rcnt

3 ,134,613,174

2,213,965,0E6

31r,549.505

I,302,3{8,999

33E,,r,{0,799

1,fi2,116,478

2,508,3m,368

2,0,91,236,69,rP.r.st t ls (Ll!t
provl&)
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I par bltl i.orrtltt Fh.rrld il,rd F6rlotJr fY adrt' ttE Y..r

wlla - xPs&xPs

rui^ - crvll sERvAxTs

Totrl

YPP ,{nktry of HGrlth .
UHC

22.t10t29D

11tO7t7073

$t@t20zL

15106t2023

Dia€ct
Payncnt

Direct
Paynrent

Ke3

1,117,Tt7,220

1,1q,n7,220

2,mr,667,008

E,2m,m,0@

33,a79,t00,2t9

Kas

2,295,5,'1,4

Dcfcrr.d
lncome

Recclvablaa

7,t6r,625

Raaaty.He.

7,E61,625

Ke!

2,295,591,44

Kes DefeEed lncomc

txrlct
PdynEot

6,861,636,585

6,000,0@,0@

1l,07aJ52,1f6

- 1,47,55,526

3,000,00,00

6,9O2,225,6E 1,2t9,153,t71

3 ,000,000,000

t,.o5,5/O,E93

6,!07,735,103 2,m1,667,006

- 8,2m,0m,000

12,707,1?5,753 33,.a79,E0O,2E9

a
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APPENDIX V: REPORTING DISASTER A4ANAGEMENT EXPENDITURE

NATIONAL HEALTH INSURANCE FUND
Tetephone: (254) 020 272.325516
Email: infoonhif.or.ke

Dr. Somson Kuhoro Koirong'a
Ag. Chlef Executive Offlcer

Name and contact detaits of contact person (in case of any ctarifications)

x

.,.

No Expenditure in
the current year

I
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APPENDIX Vl: REPORTING DISASTER I,IANAGE|IENT EXPENDITURE

Programme Sub-
programme

Disaster
Type

Category of disaster retated Activity
that require expenditure reporting
(response / recovery/mitigation / prepar
edness)

Expenditure
item

Amount
(Khs.)

Comments

No Expenditure in
the current year

*-.r
tr{
it.
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