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NATIOMAL HEALTH INSURANCE FUND (NHiF}

Mandate

About the National Audit Office

The statutory mandate and responsibilities of the Controller and Auditor General are provided under
Article 143 of the Constitution of the United Republic of Tanzania, 1977 and in Section 10 {1} of the
Public Audit Act, Cap 418.

NAOT Vision,
Mission & Motto
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objectivity

We are an impartial public
Independently
offering high-quality audit
services to our clionts tn an

tnstitution,

unbtased rranner.
Teamwork Spirit

We wvalue and work
together with Internal
ang external
stakehaiders,

Results-Oriented

we focus on
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timely, accurate, useful,
and clear performance
targets.

CORE
VALUES

Vision

To be a credible and modern Supreme Audit
Institution with high-quaiity audit services for
enhancing public confidence.

Mission

To provide high-quality audit services through
the modernisation of Functions that enhance
accountability and  transparency in the
management of public resoyrges.

Motto

Modernising External Audit For Stronger
Public Confidence

services
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practices

Integrity

services.
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Professional
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Creativity
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improvement
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We deliver high-guaiity audit
based on
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knowiedge, skills, and best

We observe and maintain high
ethical standards and rufes of
faw in the delivery of audit

and

create,
value-
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©This audit report is intended to be used by NHIF and may form part of the annual general report, which
once tabled to National Assembly, becomes a public document; hence, its distribution may not be limited.
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1.0

Controller and Auditor General

NATIONAL HEALTH [NSURANCE FUND {NHIF)

INDEPENDENT REPORT OF THE CONTROLLER AND AUDITOR GENERAL

The Chairman,

Board of Directors,

National Health Insurance Fund (NHIF),
P.O. Box 1437,

Dodoma, Tanzania.

1.1 REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Unqualified Opinion

| have audited the financial statements of National Health Insurance Fund {the “Fund™},
which comprise the statement of financial position as at 30 June 2024, and the statement of
surplus or deficit and other comprehensive income, statement of changes in reserves and
statement of cash flows for the year then ended, as well as the notes to the financial
statements, including material accounting policies.

In my opinion, the accompanying financial statements present fairly in all material respects,
the financial position of National Health [nsurance Fund as at 30 June 2024, and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRS) and in the manner required by the Public Finance Act,
Cap 348.

Basis for Opinion

| conducted my audit in accordance with [nternational Standards of Supreme Audit Institutions
(ISSAls). My responsibilities under those standards are further described in the section below
entitled, “Responsibilities of the Controller and Auditor General for the Audit of the Financial
Statements”. | am independent of the National Health [nsurance Fund in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (IESBA Code) together with the National Board of Accountants and Auditors
(NBAA} Code of Ethics, and | have fulfilled other ethical responsibilities in accordance with
these requirements.

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

Emphasis of Matter

| draw attention to Note 15 to the financial statements, which discloses that, as at 30 June
2024, the Fund had loan receivables amounting to TZS 208 billion from four Government
Institutions. These loans were guaranteed by the Government through the Ministry of Finance
and Planning. However, during the year ended 30 June 2024, no repayments were made on
these loans, contrary to the respective loan repayment plans for thase with written contracts.

AR/PA/NHIF/2023/24



As at 30 June 2024, an impairment amounting to TZS 28 billion has been recognized with

regard to this balance.

Despite this, the Government has formally committed to settling TZS 180 billion of the
outstanding balance. My opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, were of most
significance in my audit of the financial statements of the current period. These matters are
addressed in the context of my audit of the financial statements as a whole, and in forming
my opinion thereon, and [ do not provide separate opinion on these matters.

Key Audit Matter

How My Audit Addressed the Key Audit Matter

| Unquoted investments - Refer to Note 6.2 (g) and Note 11 to the financial statements,

As at 30 June 2024, the Fund had unquoted | My audit procedures in this area included, among others:

investment amounting to TZS 48.74 billion.

| considered this as a key audit matter as
the wvaluation of unquoted investments
requires the use of estimates and significant
judgements on unobservable inputs such as

| discount rate, inflation rates, gross
domestic products {GDP) forecasts, cash
flow forecasts, future expenditure costs,
non-cash expenditure and a small change in
the assumptions can have a material impact
in the financial statements.

Contreller and Auditor General

Involving internal valuation specialists to assess the
appropriateness of the methodology, estimates and
assumptions used to account for the unquoted
investments. These included the comparison of key data
with market benchmarks and te challenge the
methodelogy used by using an alternative approach
based on my knowledge and experience of the investee;

Involving internal valuation specialists to independently
recompute the value of shares as at 30 June 2024 and
cempare to the one recorded by management;

Assessing the assumptions used in the valuations by
checking that the assumptions used were consistent with
my internally developed range of discount rates, by
comparing the cash flows to historical results and
considering the impact of other external information;

Testing the accuracy of the calculations and assessed
whether the assumptions used were in line with other
market participants and reflected the particular status of
the investment shareholding; and

Assessing the adequacy of the disclosures in the financial
statements in accordance with the requirement of IFRS 9
Financial instruments.

AR/PA/NHIF/2023/24



' NATIONAL HEALTH INSURANCE FUND (NHIF)
Key Audit Matter How My Audit Addressed the Key Audit Matter

Transition from [FRS 4 - [nsurance contracts {‘IFRS 4’) to IFRS 17 - Insurance contracts (‘IFRS 177),
effective 1 July 2023 and Valuation of insurance contract liabilities - Refer to Note 3.1 adoption of
new accounting standards, 5.1 materiat accounting policies, Note 6 critical accounting judgement and

Note 14(b)} to the financial statements.

With the transition to the new insurance
standard IFRS 17 Insurance contracts, the
Fund has restated policy liability batances
and disclosures to reflect the requirements
of the new standard and in doing so, has
made certain  key judgments and
assumptions to develop its accounting
policies. The key judgments applied on
transition were:

o The determination of the transition
approach applied for the insurance
contracts issued by the Company, being
the fully retrospective approach; and

# The valuation of policy liability balances
including related and the resultant
effect on opening retained earnings.
This includes various assumptions made
including best estimate assumptions
regarding expected claims and lapses,
expected premiums on  insurance
contracts, expected expenses,
commissions and charges.

Determination of year-end balances of
policy liability balances

As at 30 June 2024, the value of policy
tiability balances was T2S 152.66 billion.

For contracts that meet the eligibility
criteria of the simplified premium allocation
approach, the policy liability balance
reflects, within the liability for remaining
coverage  component, the  premiums
received for which insurance cover should
still be provided and outstanding premiums
for which cover has already been provided.
It also includes a liability for incurred claims
element, which represents the estimate of

My audit of the policy liability balances, actuarial
assumptions, models and methodologies applied in the
valuation of material lines of the short-term insurance
business included the following audit procedures,
amongst others, that were executed with the assistance
of my actuarial specialists:

Transition from (FRS 4 to IFRS 17

= | obtained an understanding of the Fund's chosen key
accounting policies and methodologies and assessed
whether these comply with the requirements of IFRS
17. This included an assessment of the
appropriateness of management’s elected transition
approach applied (i.e. fully retrospective approach}
for the groups of insurance contracts it holds; and

& | assessed the appropriateness of management’s data
and assumptions applied in valuing insurance contract
liability balances as at the transition date (being 1
July 2022) and related opening adjustment in
retained earnings for groups of contracts for which
the fully retrospective approach was applied.

Procedures over year-end balances

| tailored my testing of the policy liability balances with
reference to the various portfolios of contracts that the
Fund identified as well as the various measurement
models applied and performed testing on a disaggregated
basis. My procedures over the year-end balances included
the following:

o With the assistance of my actuarial specialists, |
assessed the valuation methodology and
assumptions for compliance against the latest
actuarial guidance, legislation and approved
Fund accounting policy;

e | challenged key assumptions and the
methodelogies and processes used to determine
and update these assumptions through

comparison with externally cbservable data and [
assessment of the Fund’s analysis of experience
to date and allowance for future uncertainty. My
challenge focused on the following assumptions:
o persistency assumptions,
o future expense assumptions,

' Controller a-nd Auditor General
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. ~ NATIONAL HEALTH INSURANCE FUND (NHIF)
Key Audit Matter How My Audit Addressed the Key Audit Matter

unsettled claims for which the insured
event has occurred plus a risk adjustment
for non-financial risk.

In  valuing policy liability balances,
management applies significant judgment.
Various assumptions are made including
best estimate assumptions regarding the
expected claims and lapses, expected
premiums on insurance contracts, expected
expenses, commission and charges. Changes
to these assumptions may result in material
changes to the valuation. The most
significant  assumptions made in the
valuation of policy liability balances arising
from the Company’s insurance contracts
relate to;

» Persistency assumptions with regard
to lapse, surrender and paid-up
rates;

e Future maintenance expenses; and

e Discount rates

s Levels of claims inflation

I considered the valuation of policy liability
balances {including the transition from IFRS
4 to IFRS 17) to be a key audit matter in my
audit of the financial statements because of
the following:

(i) The judgment applied in determining the
transition approach and balances as a
consequence of the transition from IFRS 4
to IFRS 17;

{ii)The significant judgments and high degree
of estimation uncertainty relating to the
magnitude and timing of the projected
cash flows and the use of significant
unobservable assumptions applied in
valuing it; and

(i) The material nature of the policy

liability balances on the Company’s

statement of financial position and
resultant impact on the profit or loss for

the year ended 30 June 2024.

o discount rates, and

o tevel of claims Inflation.
| assessed the appropriateness of management’s
allocation of groups of contracts into the various
measurement buckets as required by IFRS 17.
Where management applied the premium
altocation approach (PAA) to measure a group of
contracts, | assessed compliance of these groups
with the eligibility criteria in IFRS 17,

| evaluated the accuracy of the risk adjustment,
including calculation method, and its related
release,

For the valuation of the lability for incurred
claims {LIC) for PAA contracts across the Fund, |
assessed management's valuation of the balances
based on internal actuarial’ s models.

| assessed the adequacy of the assumptions
applied by management, e.g. claims triangles,
and assessed the adequacy of the year-end
valuation with amongst others reference to prior
years and key ratios.

| evaluated whether the IFRS 17 specific disclosures in
the Fund’s financial statements are adequate and in
accordance with IFRS Accounting Standards.

[ Controller and Auditor General
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Other Information

Management is responsible for the other information. The other information comprises the
General Information, Report by Those Charged by Governance, Statement of Management and
Directors’ Responsibilities and Declaration by the Head of Finance but does not include the
financial statements and my audit report thereon,

My opinion on the financial statements does not cover the other information and | do not
express any form of assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other
infermation and, in doing so, consider whether the other information is materially
inconsistent with the financial statements, or my knowledge obtained in the audit or
ctherwise appears to be materially misstated.

If, based on the work | have performed on the other information that | obtained prior {0 the
date of this audit repert, | conclude that there is a material misstatement of this other
information; | am required to report that fact. | have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with IFRS Accounting Standards and in the manner required by the
National Health Insurance Fund Act, Cap 395 and for such internal controls as management
determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error,

In preparing the financial statements, management is responsible for assessing the Fund’s
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Directors either intend to
ligquidate the Fund or to cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Fund's financial reporting
process,

Responsibilities of the Contreller and Auditor General for the Audit of the Financial
Statements

My 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
audit report that includes my opinion. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with ISSAls will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users taken based on these Financial Statements.

Controller and Auditor General AR/PAINHIF/2023/24



As part of an audit in accordance with I5SAls, | exercise professional judgment and maintain
professional skepticism throughout the audit. | 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 controt;

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for expressing an opinion on
the effectiveness of the Fund’s internal control;

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by directors;

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Fund’s ability to
continue as a going concern.

If 1 conclude that a material uncertainty exists, [ am required to draw attention in my audit
report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence obtained
up to the date of my audit report. However, future events or conditions may cause the Fund
to cease to continue as a going concern; and

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.

| communicate with the those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that [ identify during my audit.

| alsg provide those charged with governance with a statement that | have complied with
relevant ethical requirements regarding independence, and to communicate with them atl
relationships and other matters that may reasonably be thought to bear on my independence,
and where applicable, related safeguards.

From the matters communicated with those charged with governance, | determine those
matters that were of most significance in the audit of the financial statements of the current
pericd and are therefore the key audit matters. | describe these matters in my audit report
untess law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, | determine that a matter should not be communicated in my report
because the adverse consequences of doing so would reascnably be expected to outweigh the
public interest benefits of such communication.

Contrelier and Auditor General AR/PASNHIF/2023/24



In addition, Section 10 {2} of the Public Audit Act, Cap 418 requires me to satisfy myself that,
the accounts have been prepared in accordance with the appropriate accounting standards.

Further, Section 48(3) of the Public Procurement Act, 2011 {as amended in 2016) requires me
to state in my annual audit report whether or not the audited entity has generally complied
with the procedures prescribed in the Procurement Act No. 7 of 2011 and its Regulations (as
amended in 2016).

1.2 REPORT ON COMPLIANCE WITH LEGISLATIONS
1.2.1 Compliance with Public Procurement Laws
Subject matter: Compliance audit on procurement of werks, goods and services

| performed a compliance audit on procurement of works, goods and services in the National
Health Insurance Fund for the financial year 2023/24 as per the Public Procurement Laws in
Tanzania.

Conclusion

Based on the audit work performed, | state that, procurement of works, goods and services of
National Health Insurance Fund is generally in compliance with the requirements of the Public
Procurement Laws in Tanzania.

1.2.2 Compliance with the Budget Act and other Budget Guidelines
Subject Matter: Budget formulation and execution

| performed a compliance audit on budget formulaticn and execution in the National Health
Insurance Fund for the financial year 2023/24 as per the Budget Act and other Budget
Guidelines.

Conclusion

Based on the audit work performed, | state that Budget formulation and execution of National
Health Insurance Fund is generally in It:::ur'L'q:ul.lance with the requirements of the Budget Act and
other Budget Guidelines. :

=
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Charles E. Kicheré

Controller and Auditor General

Dodoma, United Republic of Tanzania
March 2025
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2.0 REPORT BY THOSE CHARGED WITH GOVERNANCE FOR THE PERIOD ENDED 30 JUNE
2024

The Board of Directors {“Those Charged with Governance"} is pleased to submit this report
together with the financial statements of the National Health Insurance Fund (hereafter
referred as “the Fund” or “NHIF”} for the period ended 3C June 2024 in accordance with
Section 37 (2] of the National Health Insurance Fund Act Cap 395 {“the Act”}, directives from
Ministry of Finance and Tanzania Financial Reporting Standard No.1 {TFRS 1) - “Report by
those charged with Governance”. The Board of Directors of the National Health Insurance
Fund represents those charged with Governance as required by TFRS 1.

2. 1ESTABLISHMENT

The Mational Health Insurance Fund (NHIF) was established under the Naticnal Health
Insurance Fund Act CAP 395,

2.2 VISION STATEMENT

To be the leading health insurance scheme of choice in the sub-Saharan Africa region.
2.3 MISSION STATEMENT

Dedicated to expanding coverage and providing quality health insurance to beneficiaries.
2.4 CORE VALUES

NHIF will achieve its vision through a developed corporate culture that embraces the
following core values:

» Integrity: We are dedicated to be fair and honest in all our dealings with stakeholders.

= Accountability: We count our activities, accept responsibilities and disclose the result in

a transparent manner.
* Innovativeness: We create more effective processes and ideas.

« Courtesy: We intend to be polite in attitude and bebavior in our dealing with

stakeholders.
= Promptness: We are dedicated to timely respond to stakeholders' demands.
= Pro-activeness: We intend to be ahead of our stakeholders' expectations.

2.5 NATURE OF THE FUND’'S OPERATIONS
2.5.1 The legislative and regulatory environment in which the organization operates

The Nationat Health Insurance Fund is a compulsory Sccial Health Insurance Fund in Tanzania
established under the National Health Insurance Fund Act, Cap. 395. Inception of the Fund
was a result of socio-econcmic referms that called for alternative healthcare financing due to

Controller and Auditor General AR/PAI/NHIF/2023/24



the economic crisis in the 1980s and early 1990s. As a consequence of this crisis, the
Government embarked on cost sharing policies to complement its financial ability to render
health services to Tanzanians. In this regard, the Fund is mandated by its Act to register all
public employees on mandatory basis while other groups of members including individual
persons, actors from formal and informal private sectors are join the Fund on voluntary basis.
The Government through implementation of the Universal Health Insurance Act No 13 of 2023
intends to ensure all Tanzanians and Residents are included into the health insurance system,

2.5.2 The industry in which the Fund operates

The Fund operates in a dynamic environment influenced by a number of factors. The external
environmental factors to which the Fund must be aligned includes political, economic, secial,
technological advancement, sustainable development goals, Vision 2025, National Health
Policy 2027, Health Sector Strategic Plan and legislative framework as well as aspects of
stakeholders and health insurance business. Despite the aforementioned factors, the Fund
operates in a very competitive market environment in order to take on board private formal
and informal sectors.

2.5.3 Structure of the Fund’s operation and economic model

According to NHIF Act, the Fund operates under the Ministry of Health, which is the parent
ministry responsible for provision of various treatment guidelines and protocols, which must
be adhered by the Fund while reimbursing services rendered by healthcare providers. The
Board of Directors of the National Health Insurance is responsible for overseeing overall
operations of the Fund while the Director General is responsible for supervision of day-to-day
operations of the scheme. In order to bring services closer to beneficiaries, the Fund has
established its offices in all regions and certified healthcare facilities, which leads to a wide
network of facilities within the United Republic of Tanzania.

2.5.4 Utilization of resources

The Fund continues to implement cost containment measures in order to make effective use
of its resources. In ensuring this, the Fund continues to invest and make effective use of ICT
systems on its core operational areas including registration of members, employers,
contribution remittances, investments, claims submission and processing, payments to
providers and certifications of health facilities. The Fund ensure its operations are in
adherence to laws, regulations and procedures provided by the Authorities from time to time.
In ensuring effective use of resources, the Fund continues to embrace digitalization of its
processes and reducing manual interventions in its day-to-day operations.

The Fund operates in Tanzania which is a stable economy with rapidly growing emerging
market and it ranks among the 20 fastest growing economies in the world. The country has
exhibited a GDP growth rate of around 7% for the past 10 years with inflation rate remaining
stable at 3%. This stability is attributed te an ample domestic food supply and reduced
imported inflation, driven by a moderation in global market prices (BOT- Monthly Economic

Controller and Auditor General AR/PAINHIF/2023/24



Review June 2024}. During the period, lending rates charged by banks eased, averaging
15.30% in June 2024 compared to 16.02% in the corresponding month of 2023. This decline is
partly attributed to an improvement in credit risk, as evidenced by a decrease in the ratio of
non- performing loans falling below the Bank’s threshold of 5%. On the other hand, overall
deposit rates remained relatively stable, averaging 7.39%. However, negotiated deposit rates
slightly increased to 9.52% from 9.37%. The Government has encouraged Private Sector
activities that have resulted in positive economic growth trends and impressive macro-
economic which lead to increase in employment.

The Fund utilized this opportunity of conducive macro and micro economic conditions during
the year to the following areas of operations: -

i. Conducive microeconomic conditions created a faverable environment for overall
ecanomic stability. This accounted for the Government new employments in the Public
Sector and be able to increase salaries and promotions. This was evidenced by the
Fund’s performance in recruitment in public sector by recruiting 38,419 new members
and on increased contributions collections.

if.  Investments activities experienced stable and improved negotiated interest rates as a
result of prices stability during the year. This in turn attributed for the Fund to have
negotiated interest rate that were maximum and optimal.

iii, Stable and low inflation rates contributed to the price stability in the economy, to the
Fund this meant that prices of services rendered to beneficiaries did net change too
much over the year. This was also an important attribute for the Fund to control
increase of expenditure on benefits.

.6 THE SPEED AND EFFECT OF TECHNOLOGICAL CHANGE

Technolegical innovations have a significant role to the Fund’s operation environment,
Change in technology enables the Fund to improve its operations on both the beneficiaries
and providers sides. The Fund currently utilizes biometri¢ means of verification, submission of
claims through online systems, electronic data exchange with other organizations including
RITA, NIDA and banks. On the side of service providers, there is advancement in medical
technology for managing diseases or cases, which has led to availability of high technological
equipment and highly trained personnel undertaking super-specialized medical services that
benefit NHIF beneficiaries. The integration of technology into the healthcare has led to
significant digital solutions in streamlining data sharing and resource utilization, resulting in
more efficient healthcare services and improved data management.

2.7 SOCIETAL ISSUES

The Fund operates in Tanzania with a population of more than 61 million whereby all people
have a right to access health services. However, only 15 % {8% NHIF, 6% CHF, and 1% other

ontraller and Auditor General AR/PA/NHIF/2023/24
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insurances) out of all the populace access services through health insurance arrangement, as
a result of voluntary enrclment.

The Government among other things, implements various strategies aiming at increasing
enrolment into health insurance scheme such as enactment of the Universal Health Insurance
Act No.13 of 2023.

2.8 ENVIRONMENTAL CHALLENGES

Environmental changes have negative impact to the Fund because air, water, land and noise
pollution affect the natural ecosystem hence lead to increase in both communicabte and non-
communicable diseases. The increase in diseases leads to increase in operational costs of the
Fund caused by increase in benefits payments.

2.9 THE POLITICAL ENVIRONMENT

The Fund operates in a stable political environmental, as guided by the ruling party’s
Manifesto. Currently, Chama Cha Mapinduzi Election Manifesto has given pricrity to the
health sector by ensuring a healthy community that can participate in individual development
and the nation at large. In achieving the objective, the Party’s Election Manifesto 2020
directs the Government to improve health insurance schemes towards achieving Universal
Health Insurance,

2.10  PRINCIPAL ACTIVITIES

The Fund's principal activities are to register members, collect insurance revenue, certify
health care providers, invest members’ funds prudently and pay certified health care
providers for services rendered to beneficiaries of the scheme. Others include; undertake
actuarial valuation, quality assurance for medical services rendered and public education.

Benefits offered by the Fund are Outpatient and Inpatient Care Services namely:

. Registration and consultation;

) Medicines and medical supplies;

* investigations;

. Surgical Services;

» Intensive Care Unit {ICU} and High Dependency Unit (HDU) services;
. Physiotherapy and rehabilitation services;

» Ophthalmological services;

- Dental and Oral health Services; and

. Medical/Crthopedic Appliances.

Contreller and Auditor General AR/PA/NHIF/2023/24



2.11 SERVICE PERFORMANCE INFORMATION

Below is a summary of service performance information. This is explained further in the
respective sections.
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2.12  FUND OBJECTIVES, STRATEGIES AND RESOURCE ALLOCATION
2.12.1 Fund Objectives and Strategies

The Fund continues to implement its strategies towards attainment of set objectives
stipulated in the Medium-Term Strategic Plan of 2020/21 - 2024/25. The objectives
are as follows:

HIV/AIDS and NCDs reduced and supportive services enhanced;
Implementation of national Anti-corruption strategy enhanced and sustained;
Membership coverage of the Fund expanded;

Access and quality of services provided to beneficiarfes enhanced;

Revenue collection and Fund sustainability enhanced; and

Institutional capacity enhanced;

SRRSO

Table 2: Fund Objectives and Strategies

ORJECTIVE STRATEGIES

5 Short-Term Strategies

A: HIV, AIDS and NCDs reduced Enhance HIV, AlDS and NCDs awareness interventions

and supportive services enhanced fi. Medium-Term Strategies

Enhance supportive care to staff living with HIY and AIDS

B Implementation of National Anti-
Corruption Strategy enhanced and
sustained

i.  Medium-Term Strategies
Enhance Good Governance and Anti-Corruption programmes

I, Medium-Term Strategios
Intensifying members recruitment in all sectors
Promaote creativity and innovative market strategies
Harnessing relationship with stakeholders focusing on increasing
hezlth insurance coverage
i. Medium-Term Strategies
D: Access and quality of services - Enhance members access to the Fund's and medical services
provided enhanced - Strengthen mechanism for quality assurance
tnhance usage of technology in service provision
i.  Short-Term Strategies
- Enbhancing risk management
Undertaking prudent investment
Undertaking actuarial valuations of the Fund

C: Membership coverage of the
Fund expanded

E: Revenue collection and Fund’'s
sustainability enhanced i Medium-Term Strategies
Enhancing compliance functions of the Fund
Strengthening anti-fraud measures
Pericdic reviews of benefit package
Enhancing information security and business continuity
{ Megium-Term Strategies
Strengthen performance management
F: Institutional capacity enhanced - Prioritize better working environment
Prioritize construction of Funds offices aimed at reducing rent costs
Strengthen Manitoring and Evaluation of the Fund's aperalions
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2.12.2 The Fund'’s resource allocation plan

The Fund’s resources are allocated in accordance with the Fund’s Annual Plan, Budget, and
its respective Annual Action Plan as guided by the Ministry of Finance, Ministry of Health and
the Office of the Treasury Registrar. For the year ended 30 June 2024, the Fund’s expenditure
was TZS$ 701.14 billion, which includes insurance service expenses amounting to TZ5 605.60
billion, retiree expenses amounting to TZ$ 85.75 billion, development expenditure amounting
to TZS 1.19 billion and other expenses plus tax amounting to TZS 8.6 billion. Actual fund
allocation for the year 2023/24 is depicted in the Figure below;

Expenses allocation

HSUrANCe Service eXpenses
Retiree expenses
Oevelopment expenditure

= Other expenses and tax

2.13  RELATIONSHIP BETWEEN THE MANAGEMENT AND OTHER STAKEHOLDERS

The Fund has continued to maintain good relationships with its stakeholders including
employees, regulators, authorities, suppliers, contractors, employers, members, service
providers, Central Bank, commercial banks and Tanzania Revenue Authority. During the
period ended 30 June 2024 the Fund conducted 51 stakeholder’s meetings compared to 4
undertaken in the same period last year. The increased number of meetings was due to the
emerged need for meetings with Service Praviders in all regions and Zanzibar to create
awareness of the 2023 benefit package after its approval. Other strategies which are used in
communicating with its stakeholders includes social media, electronic media, print media,
Fund's website and call center with a 24/7 toll free number 199,

Table 3: The Fund’s stakeholder’s needs analysis

How thelr needs are understood and considered

S/N Stakeholder Their Interests / Concerns
and responded

1 Members s Quality and timely accessibility « Stakeholder meetings and visits at workplaces
of services and learning institutions
+« Comprehensive package + Collecting feedback through suggestion boxes
e Sustainability of services o Toll-free Call center
s Going concern  and Good e Communication through regional offices located
Governance throughout the country

+« Timely feedbacks Media channels including social media
+ Education regarding services e Electronic communications
provided by the Fund e Spcial researches/surveys undertaken by the
Fund

*
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S§/N  Stakeholder
2 Health
Service
Providers

3 Trade Unions

4 Employers

5 Government

7 Tanzania
Revenue
Authority

8 Regulators
and Auditors
{BOT/PPRA/C
AG}

9 Pension
Funds

-

-

-*

Thetr Interests / Concerns

Timely certification
Timely payments of claims
Favourable terms and
conditions for loans issued by
the Fund
Quality of services
Timely feedbacks
Realistic prices
Availability  of
reliable ICT system
Timely support of their activities
Collaboration from the Fund

stable and

Going  concern  and  Good
Governance.

Harmonized working
environments

Satisfactory services to the

membpers
Quality services to employees
Timely feedback

Sustainability/Going concern
Good Governance
Enforcement of health
laws and policies.
Quality services to members
Expansion of coverage to citizens

related

Timely payment of taxes
Subrnission of returns

Compliance

Sustainabiiity/Going concern and
Good Governance
Compliance and
Sustainability/Going concern.
Quality services to members

Controlier and Auditor General

*

*

How their needs are understood and
considered and responded

Regular meetings

Service provider stakeholder meetings
Supportive supervision at site

Collecting feedback through suggestion boxes
Toll-free Call center

Communication through regional offices located
throughout the country

Researches/surveys undertaken by the Fund

Communications through Fund’s offices as well
as electronic communications
Media channels

Regular meetings

Stakeholder meetings

Toll-free Call center

Communication through regional offices located
threughout the country

Researches/surveys undertaken by the Fund
Regular meetings

Communications through the Fund’s head office
Media channels

Communications through the Fund’s head office
Website and electronic communications
Media channels

Communications through the Fund’s head office
Website and electronic communications
Media channels

Communications through the Fund’s head office
Website and electronic communications
Media channels
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S/IN
10

13

14

15

i6

17

Stakeholder

NHiIF  Board
of Directors

Employees of
NHIF

Politicians

The Public

Media

Suppliers/ve
ndors

Financial
Institutions

Professional
bodies

Thetir Interests / Concerns

-

»

-

Achieve strategic goals
Sustainability of Fund

Good governance/geing concern
Increase acceptatility

Increase catchment and members
Safe guard assets
Sustainability/Going concern
Security of employment

Good Governance

Conducive working envirohment
Timely prometion, compensation
and other motivations
Timely information
employer

Timely and relevant training
Sustainahility/Going concern and
Good governance

Quality services to members
Increased coverage of the Fund

from

Reliable information regarding
the Fund

Accurate and timely information

Timely payment for services
offered

Secured and good business
relations

Transparency

Timely payment of supplied
goods and services
Sustainability/Going
and good governance
Continued business relations
Adherence to contractual terms

concern

Good business relationship

*

Adherence to professional codes
of ethics and conduct
Timely payment of fees
Participation tn
organized by the bodies
Good governance

activities

Controller and Auditer General

How their needs are understood and considered
and responded

+ Formal meetings

*  Regular cormunications

¢ Regular meetings

s Communications through letters and email
»  Physical one-to-one personal meetings

+  Trade union representation

»  Employees complaints register

»  Researches/surveys undertaken by the Fund

s+ Websites and social media

+ Formal communications through the Fund's
offices

«  Media channels

s Scheduled and unscheduled meetings

+ Toll free call centre

+ Communications through the Fund's offices

« Media including social media

Social researches/surveys undertaken by the

fund

#edia including social media

Qrganised stakeholders meetings

+» Communications through the Fund's offices

» Communications through the Fund's offices
Media including social media

Toll-free call centre

Electronic communications

* »

-

» Communications through the Fund's offices
+ Media including social media

= Toll-free call centre

= Electronic communications

¢ Organized meetings

« Communications through the Fund's offices
Media including social media

Toll-free call centre

Electronic communications

»
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2.14 OPERATING AND FINANCIAL REVIEW
2.14.1 Membership position

As at 30 June 2024, the Fund had 1,196,205 contributing members compared to 1,368,314 for
the previcus pericd. This figure translates to 5,028,735 beneficiaries for the period under
review compared to 4,978,856 beneficiaries for the previous period equivalent to 8% of the
population of the United Republic of Tanzania of around 61,741,120 people.

The number of registered employers by the Fund as at 30 June 2024 stood at 7,486 compared
to 7,376 recorded in the previous period, which is the increase of 1.5% by the end of 30 June
2024. Details of members is as shown in the table below:

Table 04: Details of principal members by category as at 30 June 2024

S/N | MEMBER CATEGORY PER PORTFOLIO 2023/24 PROPORTION
1 Public Employees 634,924 54%
2 Students 288,634 24%
3 Private Employees 159,846 13%
4 Insurance bundles {Vifurushi) 83,846 7%
3 Special group employees 11,937 1%
6 Toto Afya Kadi 16,105 1%
7 Other groups 913 0%

Total 1,196,205 100%

2.14.2 Analysis of Financial Position
2.14.2.1 Total assets

Total assets stood at TZS 866.48 billion as at 30 June 2024 compared to TZS 922.24 billion as
at 30 June 2023 and TZS 1,061.63 billion as at 30 June 2022. The decrease during the period
was due to payment of liabilities and depreciation of assets.

i. Cash and bank balances

Cash and bank balances amounted to TZS$ 31.21 billion as at 30 June 2024 compared to TZS
66.88 billion as at 30 June 2023 and TZS 12.91 billion as at 30 June 2022. The decrease was
attributed to the increase in cash used in operating activities during the period under review.

ii. Investment in term deposits and calls

Investment in term deposits reached TZS 134,11 billion as at 30 June 2024 compared to TZS
149.05 billion as at 30 June 2023 and TZS 220.18 billion as at 30 June 2022, The decrease was
due to maturity of term deposits during the period under review and not the entire amount
was re-invested.
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Investment in call deposits reached TZS 15.30 billion as at 30 June 2024 compared to TZS
40.60 billion as at 30 June 2023 and TZS Z8.24 billion as at 30 June 2022. The decrease was
due to maturity of calls deposits during the period under review and not re-invested.

ili. [nvestment in shares

Investment in shares reached TZS 154.49 billion compared to TZS 150.71 billion as at 30 June
2023 and TZ5 150.64 billion as at 30 June 2022. The increase is due to a net valuation gain of
share prices for the shares invested in various companies.

tv. Investment in Government Securities

Investment in Government securities reached TZS 180.06 billion compared to TZS 190.65 billion
as at 30 June 2023 and TZS 282.53 hillion as at 30 June 2022. The decrease was attributed to
the absence of new investments during the pericd and the maturity of certain securities that
were not reinvested.

v. Investment in Corporate Bonds
No new investments were made in corporate bonds.
vi. Other receivables

The balance of other receivables reached TZS 24.53 billion as at 30 June 2024 compared to TZS
16.68 billion as at 30 June 2023 and TZS 36.65 billion as at 30 June 2022. The increase was
attributed by supplementary services receivable amount.

vii. Loans receivables

The outstanding loan receivables amounted to TZS 204.02 billion as at 30 June 2024 compared
to TZS 207.48 billion as at 3C June 2023 and TZS 228.03 billion as at 30 June 2022. The
decrease was attributed to repayments of medical equipment and facility improvement loans.

viii. Other loans receivables

Other loans receivables amounted to TZS 31.35 billion as at 30 June 2024 compared to TZS
40.52 billion as at 30 June 2023 and TZS 38.85 billion as at 30 June 2022.

The decrease was attributed by repayment of loans by staff and there was no new loan issued
during the period under review, Going forward, the Board has decided to operate a Staff
Loans Revolving Fund, which will systematically reduce the loans to TZS 20.00 billion by the
year 2032/33.

Contreller and Auditor General AR/PA/NHIF/2023/24 | 47



ix.

Xi.

Inventories

Inventories amounted to TZS 4.88 billion as at 30 June 2024 compared to TZS 1.2 billion as at
30 June 2023 and TZS 4.93 billion as at 30 June 202Z. The increase was attributed by
purchase of member’s 1D printing materials {ICT Consumables) during the period under
review.

Investment property

Investment property amounted to TZS 411.93 million as at 30 June 2024 compared to TZS
421.99 million as at 30 June 2023 and TZ5 432.05 million as at 30 June 2022. The decrease
was caused by depreciation charges during the period under review.

Property and equipment

Property and equipment reached TZS 47.71 billion as at 30 June 2024 compared te TZS 50.96
billion as at 30 June 2023 and TZS$ 51.30 billion as at 30 June 2022, The decrease was
attributed by depreciation charges for the period under review.

2.14.2.2 Total Habilities

Total liabilities amounted to TZS 233.26 billion as at 30 June 2024 compared to TZS 364.52
billion as at 30 June 2023 and TZS$ 289.78 billion as at 30 June 2022. The decrease during the
period under review was attributed by decrease in total assets to pay liabilities.

i. Insurance contract liabilities

Insurance contract liabilities amounted to TZS 152.66 billion as at 30 June 2024 compared to
TZS 264.21 billion as at 30 June 2023 and TZS 166.75 billion as at 30 June 2022. The decrease
was attributed by the increase in premium received, decrease in claims expenses as
compared to prior years.

if. Accruals and other payables

The balance of accruals and other payables stood at TZS 77.98 billion as at 30 June 2024
compared to TZS 93.90 billion as at 30 June 2023 and TZIS 98.0% billion as at 30 June 2022.
The decrease was attributed by payments of liabilities during the period under review.

fit. Defined benefit obligations

Defined benefit obligations amounted to TZS 1.12 billion as at 30 June 2024 compared to TZS
3.91 billion as at 30 June 2023 and TZS 22.78 billion as at 30 June 2022. The decrease was
attributed by payment of benefits to staff who finished their service to the Fund.
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2.14.2.3 Total reserves

Total reserves increased to TZS 633,22 billion as at 30 June 2024 compared to TZS 557.71
billion as at 30 June 2023 and TZS 771.86 billion as at 30 June 2022. The increase of reserves
was due to a surplus of TZS 58.17 billion, fair value gain on equity of TZS 3.78 billion and gain
on re-measurement of defined benefit obligation TZS 1.30 billion recorded during the period
under review.

2.14.3 Analysis of the Financial Performance.
2.14.3.1 Insurance revenue

Insurance revenue stood at TZS 700.11 billion for the pericd ended 30 June 2024 compared to
TZS 633.51 billion for the period ended 30 June 2023. The increase was due to increase of
contribution income for Public Employees, Private Employees, Students and Health Insurance
Bundles.

2.14.3.2 Insurance service expenses

Insurance service expenses stood at TZS 605.60 billion for the period, ended 30 June 2024
compared to TZS 771.69 billion for the period ended 30 June 2023. The decrease was
attributed by decrease in claims expenses and reversal of onerous losses recorded in prior
periods.

a} Incurred claims and other expenses

incurred claims and other expenses reached TZS 495.38 billion for the pericd ended June 2024
compared to

TZS 514.43 billion recorded for the period ended 30 June 2023. The decrease was attributed
by various measures taken by the Fund to contain costs. Refer note 39

b} Onerous contracts losses

The Fund had a positive result related to onerous contract losses amounting to TZS 59.35
billion compared to onerous contract losses of TZS 58.91 billion recorded for the period ended
30 June 2023. This was attributed to a positive result recorded in public employee’s portfolio
of TZ5 61.95 billion and Others 16.33 million which offset the onercus contract losses
recorded in Toto Afya portfolio. Refer note 39.

c) Changes to liabilities for incurred claims

The amount of incurred claims not yet paid for the period amounting to TS 169.57 billion for
the period ended 30 June 2024 compared to TZS 198.35 billion for the period ended 30 June
2023. The decrease was due to repayment of claims during the period. Refer note 39.
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2.14.4 Investment income

Investment income stood at TZS 51.00 billion in June 2024 from TZS 33.60 billien recorded for
the period ended 30 June 2023.The increase was caused by matured investments in
Government Securities and Term Deposits during the period.

2.14.4.1 Retiree benefit expenses

Expenses for claims incurred to service retiree is TZS 85.75 billion for the period ended 30
June 2024 as compared to TZS$ 91.01 billion incurred for the period ended 30 June 2023.The
decrease was attributed by cost containment measures taken by the Fund.

2.14.4.2 Other expenses

Other expenses stood at TZS 5.45 billion in the period ended 30 June 2024 from TZ5 11.37
billion recorded in the period ended 30 June 2023.The decrease was due to various cost
containment measures taken by the Fund.

2.14.4.3 Other income

Other income increased to TZS 7.01 billion in period, ended 30 June 2024 from TZS 4.23
billion recorded for the period ended 3¢ June 2023. The increase was due to increased
revenue on supplementary services and ID’s replacement income,

2.14.4.4 Accumulated reserves

The accumulated surplus {reserves) has increased to TZS 560.53 billion for period ended 30
June 2024 from TZ5 510.71 billion recorded for the pericd ended 30 June 2023 and 727.37
billion for the period ended 30 June 2022,

The Fund’s surplus for the period has reached TZ5S 49.8 billion as compared to deficit of TZS
216.65 billion for the period ended 30 June 2023. Surplus was attributed by various measures
taken by Fund on cost containment and various controls on claims during the period under
review.

2.14.5 Analysis of Cash flows
2.14.51 Net cash in operating activities

Net cash used in operating activities increased to TZS$ 170.66 billion for the period ended 30
June 2024 from TZS 142.05 billion recorded for the period ended 30 June 2023. The increase
was attributed by increased payment to suppliers.
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2.14.5.2 Net cash from investing activities

The net cash generated from investing activities has decreased to TZS 110.68 billion for the
period ended 30 June 2024 from TZS 209.43 billion recorded for the period ended 30 June
2023. The decrease was attributed by decrease on the amount of matured government
securities and net inflow on Term deposits and call.

2.14.5.3 Cash and cash equivalent

The cash and cash equivalent balance (including investment in call deposits} has decreased to
TZS 46.52 billion for the period ended 3G June 2024 compared to TZS 107.48 billion for the
period 30 June 2023. This decrease was caused by payments of medical claims to health
facilities, suppliers of goods and services and decrease in cash inflows from investments.

2.14.6 Budget Performance
{a) Revenue Collection

The Fund has three major sources of income namely insurance revenue from members,
investments and other incomes. The Fund targeted to cumulatively collect a total income of
TZ5 746.76 billion for the period under review. However, the total income collection was TZS
758.12 billion, equivalent to 101.52 % of the target. Out of the total income collected,
insurance revenue collections were TZS 700.11 billion, investment income was TZ5 31.00
billion and other incomes TZS 7.01 billion as shown in Table below.

Table5: Revenue Collection for the FY 2023/24 (For the year ended 30 June 2024)

SN Revenue Sources , Approved Actual “000" Performance
Estimates™ 000"

1. [nsurance revenue 668,028,862 700,106,799 104.80%

2. Investrment 66,984,760 51,002,037 76.14%

3. Donor funds 10,250,000 . 0%

4, Cther income 1,500,000 7,010,446 467.36%

Total income 746,763,122 738,119,282 101.52%

(b) Expenditure

The Fund’s expenditure for the period was TZS 733.03 billion, whereby incurred claims
accounted for TZS 643.15 billion, Administrative and Members Expenses amounted tc TZS
88.69 billion, and Capital Expenditure comprised TZS 1.19 billion. Further details regarding
financial performance of the Fund are summarized in the Table below.

Controller and Auditor General AR/PA/NHIF/2023/24 | %1



Table 6: Annual Approved vs. Actual Expenditure for the FY 2023/24 {For the year ended

30 June 2024).
Approved Estimates

SN Expenditure “000” Actual”000” Performance

1, Incurred claims 592,756,367 643,146,694 108.50%

2, |Administrative & member 93,991,319 88,690,108 94.36%
services

3. Development 60,015,429 1,190,170 1.98%
Total expenditure 746,763,115 733,026,972 98.16%

The analysis on both revenue and expenditure aspects clearly shows a minor deviation
between initially approved estimates to final spent amounts. On revenue the Fund exceeds its
expectations by collecting more by 1.30%. This is due to the various efforts made by the Fund
to increase contribution collection. On the other hand, claims expenses seen to be little
higher than the budget due to increased cost of claims raised from non-communicable
diseases. Overall expenditure seems to be little less as compared to the budget as a result of
cost containment measures taken by the Fund to reduce expenses.

2.14.7 Future plans

As the Government strides towards achieving Universal Health Insurance Coverage after
passing the Universal Health Insurance (UHI) bill, the Fund plans t¢ expand coverage
especially te the informal sector which currently encompasses a small share of the Fund’s
membership portfolio. As such, technology shall play a huge role in facilitating the Fund’s
daily operations, which are expected to expand as the Fund recruits more members. The Fund
has already started improving the use of technology on its business processes especially in
automation of business processes.

In addition to automation, the Fund shall enhance its systems and infrastructures to enhance
the capacity of the institution to handle the anticipated increase in business volume. This
includes increasing storage and processing space as well as use of data analytics in its claims
processing activities to improve fraud detection. Changes to some business processes are in
plan including modification of the provider payment system looking to adopt either the
capitation system or the diagnostic related group reimbursement system or a combination of
the two.

The Fund is also working hand in hand with the Ministry of Health in proposing
changes/additions to various member categories, premiums and benefits applicable once the
implementation of the UHI law commences. The Fund has planned to enhance communication
with the public as well as marketing of its products following the Communications Strategy
and Marketing Strategy that have already been developed.
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2.14.8 Capital Structure
The capital structure of the Fund is primarily composed of revenues from various sources as
well as reserves. Revenues of the Fund are grouped into the following categories;

a) Insurance revenue

The Fund collects insurance revenue from its members, which include Employers insurance
revenue, Private member insurance revenue, Student insurance revenue, Toto card insurance
revenue, Clergies, and other eligible groups. Insurance revenue differ as per insurance
portfolio where some are collected on a monthly basis whilst others are collected on a yearly
basis. Government employees are statutorily obligated to contribute 6% of their monthly
salary towards the Fund whereas other groups contribute voluntarily. Insurance revenue form
a significant portion of the Fund’s revenue sources and hence capital structure and are crucial
for financing healthcare services for the Fund’s beneficiaries.

b) Investment Income

The Fund also generates income through investments in financial instruments such as bonds,
Treasury bills, fixed deposits, shares, Interest from staff loans, Interest from Government
loans, and Interest from service provider loans, rent income and stecks. Investment income
contributes to the fund’s capital structure and helps sustain its operations and growth.

¢} Donor Funding

In some cases, the Fund may receive funding from international organizations, donor
agencies, or development partners to support specific healthcare initiatives or projects.
Donor funding can supplement the Fund's rescurces and enhance its capacity to provide
quality healthcare services.

d) Other Revenue Sources

The Fund also receives income from other revenue sources, such as certification fees, ID card
replacement fees, supplementary service income and loan application fees to mention a few
to diversify its income streams and strengthen its financial position. These additional sources
of revenue support the Fund’s objectives and improve healthcare accessibility for its
members.

As at 30 June 2024, the Fund's reserves amounted to TZS 360.53 billion {June 2023: TZ$
510.71 billion). These reserves are as a result of accumulation of unspent insurance revenue
as well as investment income over the years since establishment.

In summary, the capital structure of the Tanzania National Health !nsurance Fund is a
combination of member insurance revenue, investment income, donor funding, and other
revenue sources. This diversified funding approach helps ensure the sustainability and
effectiveness of the Fund in providing healthcare services to its beneficiaries.
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2.14.8 Treasury policy and objective

An Investment Policy guides the Fund treasury activities, which is a policy document providing
guidance on the investment activities of the Fund. The Policy aims at attaining a positive real
rate of return and maintaining a well-diversified investment portfolio capable of handiing the
Fund’s obligations on a sustainable basis. The objectives of the Investments Policy include
ensuring there is sufficient liguidity to meet maturing obligations in relation to both the
provision of health services to members and administering the Fund.

During the year, the concentration of the Fund’s investments was mainly in short term
avenues particularly on fixed and call deposits.

2.14.9 Liquidity position of the Fund

The Fund's current ratio for the period as of June 2024 stood at 2.05:1 in comparison to the
previous ratio 0.85:1 as of 30 June 2023.The Fund can meet its current liabilities when they
all fall due. Additionally, the Net Working Capital for the period is reported at TZ5 244.1
billion, as compared to TZS (52.91) billion recorded as of June 2023.

2.14.10 Investment performance

The investment of the Fund by its nature is a short-term undertaking. The investment policy
of the Fund was duly approved by the Board of Directors and was lastly reviewed in 31
December 2023 tc incorporate new investment guidelines issued by the Bank of Tanzania
(BOT), which set limits on various permissible areas of investment for social security schemes,

Table 7: The Fund’s investment portfolio as at 30 June 2024

Investment as [nvestment as Approved
at 30 June %age at 30 June %age allocation
Particulars 2024 2023
TZ5'000 TZ5'000
Investment in term and call deposits 149,410,611 23% 189,641,848 27% 0-35%
Government Loans* 180,033,024 27% 180,023,024 25% 0-10%
Investment in Government securities 180,059,133  27% 160,649,507 27% 20-70%
Investment in corporate bonds - 0% - 0% 0-20%
Investment in shares 154,494,485 23% 150,713,332 21% 0-20%
Total 693,997,253 711,037,711

*Government Loans portfolio exceeded the benchmark of 10% required by the regulator.
However, the Fund obtained a special approval from BOT to maintain the ratio of direct loans
to the Government above the allowable maximum limit of 10% of the total assets.

During the period ended 30 June 2024, the Fund recorded income from investments
amounting to TZS 51.00 billion compared to TZS 33.60 billion for the period ended 30 June
2023.
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2.15  FUND'S RESOURCES

2.15.1 Human Resources

During the period ended 3C June 2024, the Fund had 877 staff {694 permanent and
pensionable and 183 were on one-year contracts} compared te 721 (695 permanent and
pensionable and 26 were on one-year contracts} in the pericd ended 30 June 2023.The
contract -based employees were engaged from Tanzania Employment Service Agency {TAESA).
This provides assurance to the Fund for attainment of its key strategic goals.

2.15.2 Financial Resources
The fFund had sufficient funds to fulfill its financial obligations during the year.

2.15.3 Intellectual Resources

The Fund’s staff knowledge is a crucial intellectual rescurce that plays a significant role in
optimizing service provision to customer. The Fund embraces innovation in the effort to
modernize its operations and currently has intellectual rights to two in-house developed
information systems namely the Advanced Membership Management [nformation System
(AMMIS), which manages recruitment and insurance revenue collection from members, and
Claims Management Information System (ICMIS}, which manages registration and processing of
claims, received from healthcare facilities.

However, because of various challenges and changes in the business process and technological
advancement as well as Universal Health Insurance initiatives, the Fund has seen a need to
redesign the two systems to meet the emerging business requirements and technological
challenges. | lieu of that the Fund has acquired the Board approval for the project of
redesigning AMMIS and CMIS systems into a single unified web application that shall address
all the challenges encountered. The project it is expected to commence in August 2024 and it
is estimated to cost TZS 1,542,557,500.00 for duration of 10 months.

2.16  PRINCIPAL RISKS, UNCERTAINITIES AND OPPORTUNITIES
The Management and Board of Directors accepts final responsibility for the Risk Management
and Internal Control Systems of the Fund while the Board provides an oversight role on Risk
Management and Internal Controls. It is the task of the Management to ensure that adequate
internal financial and operational control systems are developed and maintained on an
ongoing basis in order to provide reasonable assurance regarding:

i. The effectiveness and efficiency of operations,

ii. The safeguarding of the Fund’s assets;

iii. Compliance with applicable laws and regulations;

iv. The reliability of accounting records;

v. Business sustainability under normal as well as adverse conditions; and
vi. Responsible behaviors towards all stakeholders,
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The Corporate Risk Management Framework (CRM) and Guidelines guide the risk management
process. The CRM framework provides guidance on identifying and managing risks;
determining appropriate risk response decisions; aligning risk appetite with corporate
strategy; allocating resources effectively; minimizing unexpected events, which might result
in financial losses and reputational damage, and seizing oppertunities in a timely manner.

2.16.1 KEY RISKS AND UNCERTAINITIES

The risks that may affect the implementation of the Fund’s strategies are categorized as
credit, liquidity, economic, reputational and operational risks. Below is a description of the
risks facing the Fund;

{a) Credit Risk

The Fund's principal financial assets are investment in Government Securities, loans to
government institutions, investment in term of deposits and investment in shares.

The key area where the Fund faces high credit risk is on the investment portfolio specifically
under the category of loan. As at 30 June 2024, the Fund has reported Neon-Performing Loan
{NPL) amounting to TZS 208,32 billion equivalent to 89% of loan portfolio with an outstanding
balance of TZS 232.30 billion. This risk among other things, contributes into a lack of
investible leading to decrease in income from investment, which affects financial position of
the Fund. However, the Fund continue making follow up at the relevant authority on the
payment of the cutstanding loans.

To minimize credit risk the Fund is taking the following measures:

2.16.1 KEY RISKS AND UNCERTAINITIES {Continued)

» Set limits on different categories of investments;
= Set exposure limits for each bank where it makes placements of funds;
# Requires guarantees from top rated banks or the Government for credits;

s [nvests in well-established markets particularly in listed shares at the Dar Es Sataam
Stock Exchange; and
» Carrying out in-depth credit analysis of projects to establish viability.

(b)  Liquidity Risk

Liquidity risks are posed whereby the Fund doesn’t have sufficient funds to meet it’s financial
obligations including claim payment and investment activities. The Fund manages liquidity
risk by maintaining a pool of short-term investments with banks, in order to meet its
obligations at any time such as benefit payments and administrative expenses. The main
liquidity risks of the Fund are;

i. Adverse Selection in Member and Employer Recruitment and Registration

Risk related to registration of members in absence of compulsery recruitment and registration
of some group of members, as a result most of voluntary members join the Fund when they
fall sick. This risk is due to lack of public education and awareness in health insurance
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schemes and enforcement hence most of the new members recruited with pre-existing health
condition that threaten the sustainability of the Fund due to huge benefit payment.

The Fund address this risk by providing public education and awareness on the importance of
having health insurance, group enrollment for some health product such as students and
instituting controls for members registration and during accessing health services.

ii. High Growth Rate of Incurred Claims Compared to Insurance Revenue Collection

This risk may result to insolvency to the Fund. As of 30 June 2024, the benefit payments stood
at TZS 605.60 billion compared to TZS 771.6% billion benefit payments made in 2022/23
equivalent to a decrease of 21.52%. The Fund continue instituting ICT systems controls and
undertaking regular review of the benefit package based on recommendations from actuarial
valuation report, stationing of staff at all big facilities to verify members before access of
services in order to control payment of unjustifiable claims.

.Fraud Practices by Service Providers and Beneficiaries;

Risk caused by provider’s malpractice, submission of forgery and fraud claims from service
providers. Following observed fraud stars the Fund took stringent measures including
termination of 50 facility contracts, revoking of 72 cards for beneficiaries and 76 facility staff
reported to their respective professional Boards/Associations for further actions. To mitigate
the risk, the Fund is enhancing ICT controls in Claims Management Information System
{CMIS/online submission/service portal), conducting onsite claims verification for claims
submitted with some indication of fraud, conducting public awareness on fraud and
introduction of direct line {no. 0800 111163} for reporting fraud incidence and implementing
Whistle Blower Policy.

() Operational Risk (Insurance Risk)

This is a risk resulting from inadequate or failed internal processes, people, and systems or
from external events. In order to effectively manage operational/insurance risk, the Fund has
put in place mechanism that assist in mitigating operational/insurance risks. The main
operational/insurance risks are;

i Information Technology Risks;

These risks arise from network breakdown, cybercrime/Malware attack, failure of hardware
or software system and insufficient space for data storage. These could result to disruption of
critical business operational processes, financial loss, customer dissatisfaction and
reputational damage of the organization. In the period under review, the fund has not
experienced the materialization of the said risk due to proper implementation and monitoring
of the set mitigations.

To mitigate these risks, the Fund maintain internet connectivity back up {secondary back up),
perfodical software updates and hardware maintenance, review of security controls,
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establishment of data center {primary and secondary}, daily back up to offsite data storage
{Replication) and periodic testing of primary and disaster recovery sites.

ii. Recruitment of Members below the target;

Actual recruitment of new members stood at 78% of the set target, which is below the
appetite level of $5% of performance hence pose a risk associated with the failure of meeting
the target required by the Fund. This resulted from voluntary nature of joining the Fund by
the formal private and informal sectors as well as inadequate public education and awareness
on health insurance from the public. The impact on failure on recruitment is low insurance
revenue collections that may affect the operations of the Fund. To mitigate this risk, the
Fund has been conducting strategic public education and awareness programs on the
importance of health insurance schemes and establishing the marketing strategy for its
insurance products to ensure new members are attracted to join and maintain the existing
members.

iii. Corruption and Fraud Practices by Employees;

The risk arising from the staff collusion with employers, members and service providers and
the appetite of the Fund on fraud is zero tolerance. To address this, the Fund undertakes
staff awareness on integrity matters as a permanent agenda in every staff training and
conference, periedical systems and security controls review to ensure the internal controls
systems are strong. Moreover, the Fund had introduced the direct line for reporting fraud
incidence number 0800 111163 and Whistle Blower Policy that open to the public.

() Economic/Market Risk

The Fund is exposed to market risk in its long-term investments in fixed income assets
resulting from movement in interest rates. The Fund is also exposed tc market risk in equities
as a result of movement in market prices. Market risk is categorized as follows:

i. Interest Rate Risk

The Fund holds significant fixed income securities and therefore subjected to exposure to fair
value interest rate risk due to fluctuations in the prevailing levels of market interest rates.
The Fund has not experienced this risk due to its mitigation of investing in safe but high
yielding investments. In addition, the Fund moenitors the sensitivity of reported interest rate
movements on a monthly basis by assessing the expected changes in the different portfolios.

ii. Price Risk

The Fund is exposed to equity securities price risks because of its investments in shares,
which are valued at fair value and therefore susceptible to market price fluctuations, To
manage the price risk arising from investments in equity, the Fund invests in a diverse
portfolio. The equity holdings are diversified across companies in different sectors of the
economy and concentration in one company are limited by parameters established by
Management (Investment Policy of the Fund). All quoted shares held by the Fund are traded
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on the Dar es Salaam Stock Exchange (DSE)} and are classified as FVYOCI. The Fund has not been
impacted by price risk following the effectiveness of the designed implemented control of
having diversified portfolios on its investments.

fii. Currency Risk

The Fund’s financial assets and Uabilities are primarily denominated in Tanzania Shillings,
which s the Fund’s transaction and presentaticn currency; this mitigates the foreign currency
exchange rate risk. The Fund does not have significant financial instruments that are
denominated in foreign currency.

2.16.20PPORTUNITIES

There are substantial opportunities, which can be tapped by the Fund leading te propelling its
business further towards achieving its goals and the Government’s commitment towards
Universal Health Insurance (UHC). The identified opportunities are;
i.  The Government’s commitment towards achieving Universal Health Insurance
goal;

. Availability of large pepulation not covered with health insurance;

fii.,  Availability of wide network of accredited health facilities;

iv.  Availability of the Health Policy directing NHIF to expand its coverage to formal
private and informal sector;

v. Technology advancement in all aspects of health insurance business,;

vi. Existence of training institutions on all aspects related to health insurance
including leadership, human resource management, health financing, monitoring
and evaluation, quality assurance, marketing, strategic planning, etc.;

vii.  Availability of skilled labour in market for health insurance;

viii. Existence of strong Government institution that providing directives health
insurance matters;

ix.  Avaflability of National Health Insurance Act CAP. 395 governing the Fund’s
operations;

2.17 THE FUND'S OPERATING MODEL

The Fund operates under the Behaviour Model of Health Services that emphasizes the
importance of having health insurance and a regular source of care to ensure that people gain
access to health services. On the other hand, it links health insurance and access to the same,
Furthermore, The Health Sector Strategic Plan (HSSP) V, the Medium-term Strategic Plan of
the Ministry responsible for health, crosscutting policies, guidelines and Government
circulars. It also takes into account time-to-time directives from the Government through its
various channels including the ministry responsible for health, the Ministry of Finance and
Planning and the Treasury Registrar. Also, by experiences and best practices in health
insurance industry across the globe.
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2.18  SUSTAINABILITY OF THE FUND’S OPERATIONS

Section 39A of the Act, requires the Fund to undertake actuarial valuation of its assets and
liabilities at an interval of three years or at any other intervals as the Authority may direct
with a view to determining surplus or deficit on the Fund. The valuation is aiming at providing
recommendations to ensure solvency and sustainability of the Fund. The last actuarial
valuation was carried out as at 30 June 2021 by an independent external Consultant, Zamara
Actuaries, Administrators and Consultants Limited. The report recommended in the areas of
membership, data and IT, service provider’s management and assets and liabilities as follows;

a) Membership related issues

Membership categories under Students, Toto Afya and non-Vifurushi related Individual
selutions have consistently utilized over 200% of their insurance revenue in accessing their
benefits, the report recommended the following;

a. To move all voluntary products except Private employees to Vifurushi product adopting
all the same controls; or

b. To underwrite the Toto Afya and Students benefits on a mandatory basis if a flat rate
premium is to be maintained. This will ensure that the Fund has more efficient risk
pooling mechanisms that allow for minimal exposure to poor performing risks and
fraudulent claims.

Retirees, who do not contribute to the scheme, had an average costs per principal member
that are higher than all other demographics except members of parliament. The average
moenthly pension for public sector retirees was approximately TZS$ 560,000,

Hence, there is merit in collecting insurance revenue from them. The report recommended
the following;

a. Te extend mandatory insurance revenue period from 10 years to 15 years;

b. To introduce mandatory premium collection of 10% of pension to be collected from the
source of the pensions once payment of 15 years of credits has been achieved;

c. To use a Chronic Disease Management Program to manage the cost and frequency of
consultaticns, diagnostics and medication provided to retirees with chronic illness; and

d. Do not on-board private sector retirees until the Fund have stabilized and an actuarial
valuation has been done.

e. Private employees often understate their salaries leading to lower than required level of
insurance revenue. The Fund should partner with the revenue authority and/or nationat
pension scheme in data validation of salaries through system integration.

No enhancement of specialized services and all other benefit packages are provided until
the Fund is able to achieve a stable annual surplus.
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a) Data and IT related items

i. Data and financials have reconciliation differences and there are data gaps
observed in trying to match claims tc membership data. The report
recommended the following,

a. To conduct an [T audit to develop a business process harmonization strategy that
would allow internal systems to be more aligned;
b. To conduct data cleaning exercise and verification of members’ records;

c. Incorporate close of business process into business process to allow for daily
reconciliation between data and financials; and

d. Assess how to unbundle the diagnosis and interpretation of diagnosis so the
system allows for separate comments by multiple doctors for single tests done on
an individual within a single treatment period.

it. Data practices are not governed by any law and no data protection act has been
adopted in the country. Therefore, the repert recommended the following;

a. To adopt a data protection law following consultation with the Ministry of
Information and Commmunication Technology to aveid disruption when law is

enacted; and
b. To explore solutions that provide members with ownership of their data.

The Data Protection Act, 2022 was passed on 1 November 2022 and adopted by the
Fund.

k) Service providers management

i. The referral system is ineffective with individuals cften seeking direct care from
higher-level facilities. The report recommended the following;

a. To introduce a co-pay of 15% on the whole bill where direct consultation is
sought at higher tier hospitals without going through the referral system;

b. To engage telemedicine providers to develop a strategy and pilot the use of
telemedicine solutions to encourage the use of primary care for primary health

procedures; and
c. To work with MOH tc determine a suitable provider rating framework.

The Fund is exposed to overcharging by providers because of lack of standardized
treatment protocols, fraud and collusion between providers and members. In this regard,
the following were recommended;

a. To implement biometric identification at point of services.

b.  To finalize study on payment mechanism to establish;

¢ Estimated number of visits per provider;

s Cost of care per visit for different providers;

¢ Capacity of providers to provide services;

+ Parameters to be monitored to assesses the quality of healthcare; and
#» Facilities to pilot the capitation model
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The Fund should collect easily translatable feedback from consumers using USSD codes on
CRM system post -visit to develop a rating that includes member’s view of providers’ quality

of care.

ifi,

v,

¢} Assets and liabilities

Investments in all asset classes aside from direct loans to Government were within
the prescribed thresholds in the Revised Investments Policy 2017 with the
exception of Government loans which were in excess of TZS 180.03 billion and not
paid to the Fund. In order to improve solvency of the scheme, the report
recommended the following;

a. Do not issue any more direct loans to the Government.
b. To develop payment structure for existing loans.

c. Ensure no new investments in real estate and industrial are made until the
Fund stabilizes.

There is a significant tax burden on NHIF. The Government exempted NHIF from
tax on investment income.

Minimum investment rating for deposits, commercial papers, promissory notes and
corporate bonds be set explicitly to investment grade (Standard and Poor’s BBB or
Moody’s Baa} or higher. For companies that are not rated, it is recommended an
alternative specific measure of creditworthiness be set with input from the BOT.

Do not make new investments in any industries until at least the next actuarial
valuation.

The number of recommendations put forward in the actuarial valuation report
were 16, out of which, by the end of 30 June 2024, seven were implemented
equivalent to 44% of the recommendations, while § were partially implemented
equivalent to 56% of the total recommendations. The Fund continues with the
implementation of the prepared plan of action of the recommendations put
forward in the actuarial valuation.

2.19 ANTICIPATED CHANGES

Main anticipated changes for the Fund are expected upon beginning of the implementation of
the Universal Health Insurance Act No 13 of 2023. The UHI Act {2013} requires to extend
coverage to include poor households through the creation of a fund to cater for the indigent
population. The main effect expected is an increase in the number of people joining the
Fund. A special committee that is responsible for preparedness toward UHI has been formed
which among other things is currently reviewing the organization structure and the NHIF Act
in order to align with UHI.
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2.21 CORPORATE GOVERNANCE

The Board of Directors takes overall responsibility for the Fund, including monitoring on
investment decisions, significant financial matters, and reviewing the performance of
management business plans and budgets. The Board of Directors is alsc responsible for
ensuring that a comprehensive system of internal centrol policies and procedures are
operative and compliant with sound corporate governance principles.

The Fund is committed to the highest standards of corporate governance. Its governance
structure is flexible to adapt changes in the internal and external operational environment
and strives to regularly review its policies, processes, procedures, rules, guidelines and
overall management of its operations. The Fund has established and maintains an Internal
Audit Unit, Anti-Fraud Unit, Actuarial, Research and Risk Unit, ICT Directorate, Management’s
Audit and Risk Committee, Tender Board and Procurement Management Unit to enhance its
operational efficiency.

2.22 COMPOSITION OF THE BOARD OF DIRECTORS

Pursuant to Section 29(2} of the Act, read together with its Schedule, the Board of Directors
is composed of nine non-executive members including the Chairman who are all Tanzanians
by nationality. The Members of the Board with requisite qualifications are appointed by the
Minister from the following:

(iYTwo representatives from the Ministry Responsible for Health Matters;

(it} One Representative from the Attorney General’s Chambers;

(iii}One member representing the organization of employees the majority of whom are
members of the Fund;

{iv)One member from the Assaciation of Private Hespitals;

{v} One representative from the Ministry of Finance; and

{vi} Two other members with expertise in business or insurance.

A former Board Chairman was appointed on 16 June 2021 white the rest of the Members were
appointed on 23 June 2021 except for one Member who was appointed on 13 June 2023
following a retirement of one of the Members in May 2023. Please note that, the statutory
period for Board Members is three years (National Health Insurance Act, Cap 395)
therefore, the former board of directors of the Fund ceased on 15 June 2024. On 16 August
2024 the new board Chairman was appointed while other Board Members were appointed on
31 December 2024.

TABLE 9: COMPOSITION OF PREVIOUS BOARD MEMBERS

No. Name Position Age Gender Qualification
Master of Social Science in
1 FCPA. Juma A. M.Muhimbi  Chairman 70 M Accounting and Finance, FCPA

Master of Social Science in

2 CPA. Anne C. Mbughuni Member 65 F Accounting and Finance, CPA(T)
3 Dr. Samuel O. Ogilo Member 54 M Bachelor of Medicine

Bachelor of Business
4 Ms. Violet Mordichai Member 49 F Administration
5 Dr. Paul €. Chaote Member 43 M Master of Public Health
6 CPA. Aziz H. Kifile Member 60 Master of Business
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No.

7
8

Name Position
Mr. Shaban A. Kabunga Member
Mr. Maganga M. Japhet Member

Age Gender Qualification

49
47

TABLE 10: COMPOSITION OF NEW BOARD MEMBERS
Age Qender Qualification

No.
1

2z

9

The Director General is the Secretary to the Board

Name Position
Mr. Eliud Betri Sanga Chairman
Ms Yerenica Kishala Member
Dr. Kaushik L. Ramaiya  Member
MS. Zubeda Chande Member
Prof. George M, Ruhago Member
Mr. Shaban A. Kabunga  Member
Mr. Dickson A. Kaambwa Member
Mr. Amour A. Amour Member

63

31

69

45

54
50

44

47

M

F

x =z

M

M

M
M

Administration, CPA{T)

Post graduate Diploma in
Legislative Drafting

Master of Real Estate, CPA(T)

Master Degree (With Distinction} in
Development Administration
Master of science in Finance and
Investment, CPA(T), PGDA,ADA
Bachelor of Medicine and Bachelor
of Surgery (MBBS)

Masters of Science in Public Policy
and Human Development

PhD. in Health Economics.

Post  Graduate  Diploma in
Legislative Drafting

Masters of Accounting and Finance
Certified Public Accountants (CPA-

), Certified Farensic
Investigations Professional {CFIP)
Certified Risk Management

Professional {C31000}

Master of Arts in Economics.

During the period under review, the Board conducted four ordinary and three special
meetings from and individual members of the Board attended the meetings as provided in
table below;

TABLE 11: BOARD MEMBERS ATTENDANCE

No

1
2
3
4
5
6
7
8

Name

FCPA. Juma A. M. Muhimbi
CPA. Anne C. Mbughuni

Dr. Samuel Q. Ogile

Ms. Vicolet Mordichai*

Dr. Paul C. Chacte

CPA, Aziz H. Kifile”

Mr. Shaban A. Kabunga*
Mr. Maganga M. Japhet*

Number of Ordinary
Meetings attended

*Absent from some of the meetings with apologies.
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During the period under review, the Board discussed the following topical issues among

others:

1.
.
11l

iv.

W,
Wi,

Wil

Wi,
1%,

xi.
xii.

xifi.

xiv.

XY,

Xvi.
Xvii.

Xvifi.
xix.
XX.
xxi.
xxit.

xxiii.

Xxiv,
XXV.
XXvi.
xxvii,

xxviit,

XXiX.

WX
XXXi.

XXXii.
xxxifi.

XXXiv.
XXXV,

Xxxvi.
XXXVil.

xxxviii.

XXXIX,

Annual Performance Report of the Fund 2022/23;

Proposed Board Performance Contract for 2023/24;

Implementation Status of Recommendations for the Actuarial Valuation Report as of 30
June 2023;

Procurement Management Report as of 30 June 2023;

Status of Cases for and against the Fund as of 30 June 2023;

Report on Members and Medical Services Verification in the Facilities;

Proposed Revised Premium Amount for Students;

The Performance Report of the Fund for the First Quarter of the FY 2023/24;

Proposal to Employ Additional Temporary Staff to Strengthen Verification at Certified
Health Care Facilities and Sales Executives;

Proposed Additional Costs for Internet Connectivity Services;

Six Months Performance Report of the Fund as of 31 December, 2023;

The Proposed Mid-Year Review of the Plan and Budget for the FY 2023/2024;

Board Visit Report to Arusha and Tanga;

Interim Financial Statements of the Fund for the period ended 31 December, 2023;

Mid Term Strategic Plan;

Presentation of [FRS 17 Reporting System;

The Performance report of the Board of Directors of the Naticnal Health Insurance
Fund for the period of 2021/22, 2022/23, and 2023/24;

Proposed Amendment of the NHIF Act, Cap. 395;

An update on the implementation of Benefit Package of 2023;

Internal Audit Report of the Fourth Quarter for the Financial Year 2022/23;

Annual Internal Audit Report for the Financial Year 2022/23;

Paper for Closing a Long Qutstanding Audit Query;

Follow up on Status of Previous Quality Assessment, Internal Audit Recommendations;
Anti-Fraud Activities Performance Report 4th Quarter for the Financial Year 2022/23;
Risk Management Report as of 30 June 2023;

Risk Management Plan and Risk Register for the Financial Year 2023/24;

The Fund's Financial Statements for The Year Ended 30 June 2023;

Status of Implementation of the Committee Directives to the Management Regarding
BOT Findings;

Internal Audit Report for the First Quarter as of 30 September 2023;

Anti-Fraud Activities Performance Report as of 30 September 2023;

Risk Management Report as of 30 September 2023;

Internal Audit Report for the Second Quarter as of 31 December 2023;

Anti-Fraud Activities Performance Report for the Second Quarter of the Financial Year
2023/2024;

Risk Management Report as of 31 December 2023;

Annual Performance Report of Human Resources Management and Administration
Matters as of 30 June, 2023;

Proposed Staff Regulations and Incentives Scheme, 2023;

Proposal to Review Staff Loan Policy;

First Quarter Performance Report of Human Resources Management and Administration
Matters as of 30 September 2023;

Mid-Year Performance Report of Human Resources Management and Administration
Matters as of From July to December 2023;
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xl. Nine Months Performance Report of the Fund as of 31 March 2024;
xli. Proposed Plan and Budget for the FY 2024/25;
xlii. Redesigning of Membership and Claims Management Systems Project Proposal;

xliii. Proposal to Use National ldentification Number for NHIF Beneficiaries at Certified

Facilities;

xliv. Review of Investment Management Pclicy;

xlv. Review of ICT Policy 2024;

xlvi, Development of ICT Security Policy and Acceptable ICT Use Policy;
xlvii, Reviewed Internal Audit Charter;
Xlviii. Mid-Year Review of the Internal Audit Strategic Plan 2021/22-2025/26;

xlix. Risk Based Annual Internal Audit Plan 2024/25;

. Interim Financial Statements of the Fund for the period ended 31 March 2024;

li. Anti-Fraud Activities Performance Report for the Third Quarter of the Financial Year

2023/2024;
lii, Risk Management Report as of 31 March 2024;

lifi. Nine Month Performance Report of Human Rescurces Management and Administration

Matters from July 2023 to March 2024;

liv. The Proposed Review of the Organization Structure of the National Health Insurance

Fund; and
lv. Staff Matters.

Pursuant to Sec. 29 of the National Health [nsurance Fund Act CAP 395, the Board of Directors
is mandated to administer operations of the Fund. As such, in order to execute its legal
obligations, the Board through its Charter has established three Committees including; the
Finance and Operations Cornmittee, the Audit and Risk Management Committee and the Staff
Welfare Development Committee. Committees discuss all issues under their pertfolio and the
same are submitted to the Board on quarterly basis for deliberations and decision-making.
Further to that, the Board handles integrity issues through an Integrity Committee
established within the Fund as per the Government Policy. The functions, composition and
agenda discussed by the three standing committees are as follows:

a) Finance and Operations Committee

The Committee is mandated to oversee the financial and operational processes of the Fund
and to ensure its performance is in accordance with the applicable laws, Regulations,
Guidelines, Practices and Procedures. During the period under review, the Committee
conducted four ordinary meetings and one joint special committee meeting. The Joint Special
Committee Meeting was conducted because of the agenda which was deliberated involved
operational and Staff development thus, Members of the Staff Welfare and Development
Committee were invited in the special meeting so that the guidance’s and recommendations
of the Committee would be obtained from members of two Committees. Table No. 3 shows
the members composition and number of meetings attended.

TABLE 12: FINANCE AND OPERATIONS COMMITTEE MEMBERS AND MEETINGS ATTENDED

No Name Position Number of ordinary Number of Special
: meetings attended Meetings attended

1 Dr. Samuel €. Qgillo Chairman 4 1

2 Ms. Violet Mordichai Member 4 1

3 Dr. Paul C. Chaote® Member 3 ;
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4 CPA. Aziz H. Kifile Member 4 1
5 CPA. Anne Mbughuni* | Invited - 1

6 Mr. Maganga Japhet*  Member - .
*Absent from some of the meetings with apologies.

The Director General is the Secretary to the Finance and Cperations Committee, which
reports to the Board of Directors.

During the period under review, the Committee deliberated the following agenda items:

i. Annual Performance Report of the Fund 2022/23;
if. Proposed Board Performance Contract for 2023/24;
fii. Implementation Status of Recommendations for the Actuarial Valuation Report
as of 30 June 2023;
iv. Procurement Management Report as of 30 June 2023;
V. Status of Cases for and against the Fund as of 30 June 2023;
vi. Report on Members and Medical Services Verification in the Facilities;
vii. Proposed Revised Premium Amount for Students;
vifi. The Performance Report of the Fund for the First Quarter of the FY 2023/24
ix. Proposal to Employ Additional Temporary Staff to Strengthen Verification at
Certified Health Care Facilities and Sales Executives;
X. Proposed Additional Costs for Internet Connectivity Services;
xi. Six Months Performance Report of the Fund as of 31 December 2023;
xii. The Proposed Mid-Year Review of the Plan and Budget for the FY 2023/24;
XHi. Board Visit Report to Arusha and Tanga;
xiv, Mid Term Strategic Plan 2020/21-2025/26;
XV. The Performance report of the Board of Directors of the National Health
Insurance Fund for the period of 2021/22, 2022/23, and 2023/24;
XVi. Proposed Amendment of the NHIF Act, Cap. 395;
Xvii. An update on the implementation of Benefit Package of 2023.
Xviii, Nine Months Performance Report of the Fund as of 31 March 2024;
Xix, Proposed Plan and Budget for the FY 2024/25;
XX, Redesigning of Membership and Claims Management Systems Project Proposal;
XX, Proposal to Use Naticnal Identification Number for NHIF Beneficiaries at
Certified Facilities;
xxii. Review of Investment Management Policy;
xxiii. Review of ICT Policy 2024; and
XXiv. Bevelopment of ICT Security Policy and Acceptable ICT Use Policy;

b} Audit and Risk Management Committee

The Committee in relation to audit is mandated to oversee the financial reporting process te
ensure balance, transparency and integrity of the published financial information. In relation
to risk management, the Committee is mandated to assist the Board of Directors to fulfil its
risk management responsibilities. Furthermore, the Committee is alsc mandated to oversee
that anti-fraud activities are well performed.

During the pericd under review, the Committee conducted four ordinary meetings and five
special meetings. Table 4 below shows the members composition and number of meetings
attended.
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TABLE 13: AUDIT AND RISK MANAGEMENT COMMITTEE MEMBERS AND MEETINGS ATTENDED

No. Name Position Number of Ordinary  Number of Special
meetings attended Meetings attended

1 CPA. Anne C. Mbughuni Chairman 4 3

2 Dr. Paul C. Chaote* Member 2 3

3 Ms. Violet Mordichai Member 4 5

4 CPA. Aziz H. Kifile* Member 3 2

5 Mr. Shaban A. Kabunga* Member 4 2

6 Mr. Maganga M. Japhet* Member 1 1

*Absent from some of the meetings with apologies.

The Legal Services Manager is the Secretary to the Audit and Risk Management Committee,
which reports to the Board of Directors.

Audit and Risk Management Committee deliberated the following agenda items: -

i
it.
iii.
iv.

V.

vi.
vii.
viii.
ix.

X.
Xi.
xii.
xiii.
xiv,

XV.
xvi.
xvii.
Xviii.
Xix.
XX.
XX,
XXii.
xxiii.

XXiv,

Internal Audit Report of the Fourth Quarter for the Financial Year 2022/23;

Annual Internal Audit Report for the Financial Year 2022/23;

Paper for Closing a Long Cutstanding Audit Query;

Follow up on Status of Previous Quality Assessment, Internal Audit
Recommendations;

Anti-Fraud Activities Perfocrmance Report 4th Quarter for the Financial Year
2022723,

Risk Management Report as of 30 June 2023;

Risk Management Plan and Risk Register for the Financial Year 2023/24;

The Fund's Financial Statements for The Year Ended 30 June 2023;

Status of Implementation of the Committee Directives to the Management Regarding
BOT Findings;

Internal Audit Report for the First Quarter as of 30 September 2023;

Anti-Fraud Activities Performance Report as of 30 September 2023;

Risk Management Report as of 30 September 2023;

[nternal Audit Report for the Second Quarter as of 30 December, 2023;

Anti-Fraud Activities Performance Report for the Second Quarter of the Financial
Year 2023/2024;

Risk Management Report as of 31 December 2023;

The Third Quarter Internal Audit Report;

Interim Financials of the Fund for the peried ended 31 December 2023;

Presentation of [FRS 17 reporting system;

Interim Financial Statements of the Fund for the period ended 31 March 2024;
Reviewed Internal Audit Charter;

Mid-Year Review of the Internal Audit Strategic Plan 2021/22-2025/26;

Risk Based Annual Internal Audit Plan 2024/25;

Anti-Fraud Activities Performance Report for the Third Quarter of the Financial Year
2023/2024; and

Risk Management Report as of 31 March 2024.

c) Staff Welfare and Development Committee

The Committee is mandated to oversee all matters relating to welfare. During the period under
review, the Committee conducted four ordinary meetings and one special meetings. Table 5
below shows the Members composition and number of meetings attended.
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Table 14: Staff Welfare and Development Committee members and meetings attended

No Name Position Number of ordinary Number of Special
: meetings attended Meeting attended
1 Dr. Paul C. Chaote Chairman 4 1
2 CPA. Anne C. Mbughuni | Member 4 1
3 Dr. Samuel O, Ogilo* Member 3 1
4  Mr. Shaban A. Kabunga® Member 1 1
1

=9

5 Mr. Maganga M. Japhet* | Member
*Absent from some of the meetings with apologies.

The Director General is the Secretary to the Staff Welfare and Development Committee, which
reports to the Board of Directors.

The following agenda items were deliberated: -

i.  Annual Performance Report of Human Resources Management and Administration
Matters as of 30 June 2023,
ii. Proposed Staff Regulations and Incentives Scheme, 2023;
ifi.  Proposal to Review Staff Loan Policy;
iv.  First Quarter Performance Report of Human Resources Management and
Administration Matters as of 30 September 2023;
v.  Mid-Year Performance Report of Human Resources Management and Administration

Matters as of From July to December 2023;

vi,  Nine Month Performance Report of Human Resources Management and
Administration Matters from July 2023 to March 2024;
vii.  The Proposed Review of the Organization Structure of the Naticnal Health Insurance
Fund; and
viil.  Staff Matters.

2.23  REMUNERATION OF THE BOARD QF DIRECTORS

The Treasury Registrar usually approves the Directors fees together with any other payment to
the Board members. During the pericd under review, the Directors fees paid to the Board
Members amounted to TZS 93.53 million {30 June 2023: TZS 99.41 million). Other expenses
incurred by the Board together with the compensation of the Management are disclosed on Note
31 and 37.

2.24 MANAGEMENT TEAM OF THE FUND

2.24.1 Management structure

Pursuant to section 6 of NHIF Act CAP 395, The Board of Directors has delegated day-to-day
operations of the Fund to the Management under the leadership of the Director General. The
Director General is the Chief Executive Officer of the Fund and is responsible for ensuring
that the Fund’s operations are efficiently and competently carried out.

The Director General is assisted by six Directors and six Heads of Units as briefly explained
hereunder: -
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(a)} Director of Membership Services is responsible for management and coordination of
all matters pertaining to membership, compliance, marketing and customer services;

(b) Director of Medical and Technical Services is responsible for administering
accessibility of quality health services to members and service providers;

(¢) Director of Information and Communication Technology is responsible for managing
and providing expertise in ICT usage in the Fund.

(d} Director of Human Resources Management and Administration is responsible for
managing and providing expertise service on human resources and administrative
matters.

{e) Director of Finance is responsible for managing financial matters and providing
expertise on financial management and application of accounting standards;

{f} Director of Planning and Investments is responsible for management of corporate
planning and investments portfolio of the Fund;

{g} Manager for Actuarial, Research and Risk Management is responsible for management
of risk and safeguarding sustainability of the Fund;

{h)} Manager for Anti-Fraud Unit is responsible for managing matters related to fraud and
providing advisory service on matters related prevention and combatting fraud
practices facing the Fund.

{i} Chief Internal Auditor is responsible for providing assurance and advisory services
with respect to the governance, risk management and internal control to the Senior
Management and the Board;

{i} Manager for Procurement Management Unit is responsible for managing and
providing expertise services in procurement, storage and supply of goods and
services;

{k} Manager for Legal Services Unit is responsible for legal services functions in the Fund
and advices the Director General on all matters pertaining to all legal issues;

{l} Manager for Public Relations Unit is responsible for creation of awareness about the
Fund services and coordination of Stakeholders relationship.

2.24.2 Management composition.

The Management of the Fund consists of 13 Executive Members inciuding the Director General.
The executive members are as follows;

Table 15: Executive management members

No Name Position Qualification
1 Mr. Bernard H. DBirector General Master of Science in Economics
Konga*
2 Dr. lrene C. Isaka** Director General PhD in Economics
3 Mr. Celestin L. Director of Planning Master of Business Administration, Post Graduate
Muganga and [nvestments Diploma in Scientific Computing, Post Graduate
Liplama in Financial Management
4 Mr. Lameck A. Director of Human Master of Science in Human Resource Management
Kabeho Resources and {International Development)
Administration
5 Dr. David R. Director of Medical Master of Medicines (Internal Medicine), Master of
Mwenesanc and Technical Sciences.
Services
6 Mr, Hipoliti P, Lello Acting Director of Mater of Business Administratien in Human Resource
Membership Management, Bachelor of Arts in Economics
Services
7 Mr. Alexander M. Director of Master of Business Administration, Certified in
Sanga Information and Governance of Enterprise IT {CGEIT), Certified in
Communication Informatien  Systems  Audit  {CISA},  Certified
Technology Information Security Manager (CISM) and Certified in
Risk and Information Systerns Control (CRISC)
8 CPA. Grace A, Temba Director of Finance  Master of Sclence in Finance, Associate Certified
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No

10

11

12

13

14

Name

Mr. Baraka J. Maduhu

Position

Actuarial, Research

Qualification

{Cla}, Certification in Risk Management Assurance
{CRMA}

Master of Arts in Economics, Professional Certified in

and Risk Risk Management in accordance with [SO 31000 {CRM}
Management
Manager
CPA.  Thadeus R. Acting Chief Master of Science in Corporate Risk and Security
Machume Internal Auditer Management, Post Graduate Diploma in Insurance and

Dr. Rose A. Ntundu

Anti-Fraud Manager

Risk Management, Certified QMS lead Auditor [50
9001, Certified Enterprise Risk Manager, Certificate in
IFRS, Associate Certified Public Accountant in Public
Practice

Master of Science in Health Monitoring and Evaluation,
Certified Fraud Examiner {CFE}

Ms. Leonia A. Masmin  Procurement  Unit  Master  of International  Business, Certified
Manager Procurement and Supplies Professional (CPSP)
Ms. Grace K. Michael  Public Relations Bachelor of Mass Communication
Manager
Mr.  Matamus A. Legal Services Master of Laws (LLM} in Taxation, Postgraduate
Fungo Manager Diploma in Legal Practice, Advocate of the High Court

and Subordinate Courts and Bachelor of Laws (LLB)

*His contract was completed on 08 August 2024
**She was appointed on 14 August 2024

2.25.2 KEY STRENGTHS OF THE FUND

The key strengths of the Fund are internal capacities, which have positive impact on the
operations of the Fund at strategic levels. These strengths give the Fund ability to effectively
implement its core objectives. Key strength areas are as follows:

ii.

iii.

Human Resources

Diverse expertise on management of social health insurance.

Decentralized Management System that supports regional settings to serve members;
and

Low level of staff turnover, which is a result of satisfaction with conducive working
conditions and

Climate within the Fund.

ICT Technological development

Presence of highly engaged [CT team that supports the Fund’s business processes end
to end; and

Flexibility of the Fund to adopt ICT technological changes related to the Fund's
business.

Members services and public relations

Controller and Auditor General

Presence of regional offices in every region of Tanzania mainland and Zanzibar;
Diversity of health insurance products, which meets a wide range of health insurance
needs and preferences of members;

A Benefit Package which provide a wide range of medical services;
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e Wide network of certified health care facilities, which are accessible in both
Tanzania Mainland and Zanzibar;

+ Robust customer care systems which support close communication with our esteemed
clients confirmed with [50 certifications; and

+  Wide market share in the health insurance industry within the country.

fv. Finances, investments and ability to develop

« Effective budgeting and costs controls, thus enabling making sound investment
decisions;

e (Capital reserves invested in safe and liquid investments with relatively high rate of
return; and

s Major source of the funds is from Government employees’ and employers’ insurance
revenue.

V. Management systems and business processes

» [SO Certified focusing on customer satisfaction; and
»  Structure of the Fund supports the implementation of its objectives.

2.25 RISK MANAGEMENT AND INTERNAL CONTROL

The Management and Board of Directors accepts final responsibility for the Risk Management
and Internal Control Systems of the Fund while the Board provides an oversight role on Risk
Management and [nternal Controls. It is the task of the Management to ensure that adequate
internal financial and operational control systems are developed and maintained on an
ongoing basis in order to provide reasonable assurance regarding:

i, The effectiveness and efficiency of operations;

ii. The safeguarding of the Fund’s assets;

iti. Compliance with applicable laws and regulations;

iv. The reliability of acccunting records;

v, Business sustainability under normal as well as adverse conditions; and
vi. Responsible behaviors towards all stakeholders.

The Management and Directors have assessed the internal control systems for the period from
July to December 2023 and are of the opinion that they met acceptable criteria.

2.26 ENVIRONMENTAL MATTERS

In supporting conservation and environmental protection efforts, the Fund ensures that all of
its construction projects are undertaken by complying with the statutory environmental
impact assessment requirements. Furthermore, the Fund has embarked on technology
integration by ensuring that all processes are automated and therefore, do away with
paperwork aiming to protect the environment. At present, the Fund uses e-office
management system (automated registry operations) and centinues to facilitate certified
health facilities in submitting their monthly claims through the online system, consequently
reducing paperwork.
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The Fund also continues to suppert environmental protection by starting to recycle obsolete
documents instead of fire burning. The Fund recognizes that the sustainability Standards $1
and S2 is applicable from 1 January 2025, and we are in the process of updating our strategy
to apply these standards on applicable date,

2.27 EMPLOYEE'S WELFARE

The Fund has policies including NHIF Staff Regulations, Staff Training and Development
Policy, Staff Loan Policy that aim in providing standard guidance when dealing with human
resource and their welfare in the Fund.

NHIF Staff Regulations describe rights and responsibilities between employer and staff,
provide framework of behavior pattern and performance standards expected by the Fund
staff and provide fair and transparent mechanism in dealing with human resource matters.

Staff Training and Development Policy provide guidance to each employee of the Fund in
matters pertaining to training with a view to enhancing employee’s knowledge, skills,
abilities and attitudes aimed at improving their work performance.

Staff Loan Policy aims at motivating employees towards improving their werk performance.
a) Relationship between management and employees

Good relationship between employees and Management of the Fund was observed and a
cordial relationship continues to exist between Management and Trade Unions.

b) Medical facilities

The Fund meets the extra cost of medical consultation and treatment on top of NHIF benefits
for its employees and their immediate families.

¢} Training facilities

The Fund implements on the job training programme and has developed Training Needs
Assessment {TNA) programme for her staff members and ensure employees are adequately
trained at all levels.

d} Retirement benefits

The Fund pays contributions to the Public Service Social Security Fund {PSSSF) and Zanzibar
Social Security Fund (ZSSF} to provide social security benefits upon retirement or death of
employees. [t also has training programs, which include pre-retirement programs to all its
employees, and pays repatriation benefits to retired empleyees with their family members to
their place of domicile.

e} Financial assistance to staff

Loans are available to all confirmed employees based on existing NHIF Loans Policy approved
by the Board and the assessment of and the discretion of the Management as to the need and
circumstances. For the period ending 30 June 2024, a total of TZS$ 31.35 billien was
outstanding loans te staff compared te TZS 40.52 billion for previous period. Management

Contreller and Auditor General AR/PA/NHIF/2023/24 75



signed Memorandum of Understanding with commercial banks to facilitate staff to solicit
salaried loans and has established a Savings and Credit Co- Operative Society (SACCOCS) to
assist in promaoting the welfare of its employees.

f} Contributions to NHIF

The Fund contributes 3% for its employees to cater for their health insurance revenue in
accordance with the NHIF Act. During the period, the Fund contributed TZS 878.19 million
compared to TZS 838.71 million in the period ended 30 June 2023.

2.28  SOCIAL AND COMMUNITY ISSUES

The Fund operates with consideration of social responsibility, including open and honest
communication with the community, stakeholders and authorities. The Fund also sets aside
funds for donation every year to support the community when need arise. It also provides
feedback and information on what changes will be made.

2.29  GENDER PARITY

The Fund gives equal opportunity to all Tanzanians during recruitment and filling of the
Management positions provided that they have the required qualifications and capabilities
regardltess of their gender. The Fund had 877 employees, out of which 526 {equivalent to 60%)
were male and 351 (equivalent to 40% were female}. The regulation 28 (1} of NHIF Staff
Regulations, 2014 addresses discrimination against gender, however the policy is being review
and is in the final stage of approval by the relevant authorities.

2.30  DISABLED PERSONS

The Fund is an equal opportunity employer whereby it gives equal opportunities to persons
with disabilities in recruitment, appointment, confirmation, promotion and training
development. The regulation 8 (1} of NHIF Staff Regulations, 2023 addresses discrimination to
all people including people with disability in recruitment and appointment.

2.31  POLITICAL AND CHARITABLE DONATIONS

The Fund continued to provide direct support to the community in which it operates in form
of social and financial support, mainly in the area of health and social matters. During the
period under review, the Fund donated a total amount of TZS 184.04 million. The Fund did
not donate to any political organization.

2.32  ESSENTIAL CONTRACTUAL OR OTHER ARRANGEMENTS
The Fund has various contractual arrangements with its stakeholders as explained below
(a) Certification Contracts

These are contracts, which the Fund enters with health care providers accredited by
Ministry responsible for health matters for provisien of health services to the Fund’s
members. The National Health Insurance Fund Act under 5.19 and 27 gives the Board
the mandate to certify and enter into contract with health care facility after fulfilling
the required standards.
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{b) Employer Contracts

These are contracts, which the Fund enters with employers or any other category for
provision of health insurance services to their employees or members. The National
Health Insurance Fund Act under $.2{1} provides for groups under which the Fund shall
cover, under subsection 2 of the Act, it gives the Minister responsible for Health
Matters the mandate to determine other categories to be members of the Fund.

{c) Procurement Contracts

These are contracts, which the Fund enters with various tenderers for provision of
goods, works or services as per the requirement of the Procurement Act Cap.411 and
its Regulations as amended in 2016.

(d) Lease Contracts

These are contracts, which the Fund enters with different stakeholders on buildings
that are owned by the Fund as per the Fund’s Investment Policy. The Fund Also enters
lease agreements with property owners for office space or other requirement as per
the requirement of the law.

{e) Staff Loan Contracts

The Fund provides loans to its employees as per the requirement of lean policy. The
Fund provides housing loans, domestic appliances loans, transport facilities loans, ICT
loans, training loans and salary advance loans. The loans are granted to employees in
accordance with the NHIF Staff Loan Policy.

2.33  SOLVENCY

The Management and the Board of Directers of the Fund confirms that these financial
statements have been prepared in accordance with IFRS Accounting Standards as issued by
the International Accounting Standards Board (IFRS Accounting Standards) on a going concern
basis and in the manner required by the National Health Insurance Fund Act CAP 395. The
Management of the Fund has reasonable expectations that the Fund has adequate resources
to continue in operation in the foreseeable future.

2.34 TENDER BOARD

The Fund has established its Tender Board in crder to govern on all procurement issues
pursuant to the Public Procurement Act 2011 as amended in 2016, Its composition has been
done as stipulated in the second schedule of the Public Procurement Act. The Tender Beard
performs all the duties as stipulated in section 33 of the Public Procurement Act 2011 as
amended in 2016. There are seven {7} members including a chairperson. The Secretary to the
Tender Board is the Head of Procurement Management Unit.

2.35  ADMINISTRATIVE EFFICIENCY

All statutory payments such as Pay As You Earn (PAYE}, pension contributions and other
statutory deductions from staff salaries were made promptly to the relevant authorities. Most
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of the properties of the Fund have requisite certificates of ownership and adequately insured.
Only four laptops were lost and reported during the period. The existing management systems
are invariably complied with and this has resulted in smooth operations of the Fund,

2,36 MANAGEMENT OF DONOR FUNDED PROJECTS

The Fund used to collaborate with donors in various projects geared towards preventive
maternal and newborn death in the country. At 30 June 2024, there were no any new
implemented project. However, following completion of negotiation between the
Government of Tanzania and Germany, the two parties expect to implement the ICT project
with the objective of improving the Fund's ICT systems. The project implementation is
expected to start in FY 2024/25. [n addition, the Germany Government has committed funds
for the implementation of Tumaini la Mama Project Phase 1V that is in initial preparation
stages.

2.37 MAJOR ACHIEVEMENTS DURING THE PERIOD UNDER REVIEW

For the period under review, the Fund has accomplished some of its goals as provided in the
activity plan that was approved by the Board. Some of the major achievements are as
highlighted below:

s For the first time in the last 5 years, the Fund has generated surplus of TZS 49.8 billion as
compared to deficit of TZS 216.65 billion obtained in the last financial year ended 30
June 2023.

#* Recruitment of 573,849 new and renewed member’s equivalent te 78% of the year target
of registering 731,796 members. Qut of the new recruited members 38,419 were from the
public sector while 535,430 were from the private sectors.

e Total income collection was TZS 758.12 billion equivalent to 1.52% above the target of
TZ5 746.76 billion.

* Increased in insurance revenue by 10% compared to insurance revenue collected same
period in previous period. The Fund targeted to collect TZS 668.02 billion as insurance
revenue from registered employers and members. The Fund managed to collect TZS
700.11 billion equivalent to a performance of 104.67% of annual target on insurance
revenue collection.

= Continued to issue loans to Health Services Providers to ensure improvements in health
services provision to its beneficiaries and the community at large. The Fund issued loans
amounting to TZS 3.64 billion to health facilities to undertake purchase of medical
equipment, medicine and rehabilitation of facilities.

* Introduction of biometric verification during member verification process at the point of
care

* Member verification through National [dentification Number (NIN) for all groups.

» Introduction of usage of card less identity cards that do not necessitate the Fund to print
physical card to members.
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2.38 CHALLENGES DURING THE PERIOD UNDER REVIEW

The Fund, as it is for other entities, has faced a number of challenges in its day-te-day

operations. Some of the challenges include:

» Decrease of investible funds reducing income from investment hence failure to obtaining

revenue collection targets; and

» Fraudulent practices in registration of members and dependents.

+ Voluntarily nature of private Employers and Individuals to join the Fund lead to adverse

selection.

¢ Rapid changes in technology that increases the risk of cyber threats.

* Non-adherence to referral system.

= Absence of medical services regulatory Authority that will help to regulate medical price

within the country.
2.39  CORPORATE SOCIAL RESPONSIBILITY

The Fund continued to provide direct support to the community in which it operates in form
of social and financial support, mainly in the area of education, health and social calamities,
The Fund has constructed a volleyball court at Kilimani Primary School in Dodoma to raise
awareness about sports and games among pupils as a strategy for combating non-
communicable diseases.

2.40  ACCOUNTING POLICIES

The NHIF Act CAP 395 gives the responsibility to Management under the oversight of the
Board of Directors on the selection of the relevant and suitable accounting policies that are
reasonable and prudent. The significant accounting policies have been summarized in Note 5§
to the financial statements.

2.41  CAPITAL MANAGEMENT

The Fund’s capital includes revaluation reserves and accumulated surplus, which stood at TZS
633.22 billion for the period 30 June 2024 compared to TZS 557.71 billion for the period 30
June 2023. The primary objective of the Fund's capital management is to ensure that it
maintains a strong asset base. In order to support its objectives and optimize the
achievement of stakeholders” expectations. No changes were made in the objectives during
the period ended 30 June 2024,

During the period under review, the Fund targeted to utilize TZS 60.02 billion on capital
development activities which includes construction and rehabilitation of buildings, ICT
projects, production of ldentity cards and purchase of working tools and equipment’s. During
the period, the Fund managed to spend TZS 1.19 billion equivalent to 1.98% of the target.
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2.42  ANTI-CORRUPTION

The Fund accepts no corruption and recognizes the fight against corruption as a National
crosscutting agenda. This is reflected in the Fund’s Strategic Plan "QObjective B” and hence in
the Fund’s operations. Strategies of the Fund in the fight against corruption include
enhancing Good Governance and Anti-Corruption programmes whereby staff awareness on
anti-corruption matters is emphasized as well as establishment of the Integrity Committee to
coordinate anti-corruption activities of the Fund. In addition tc that, the Fund has whistle-
blowing mechanisms in place to spearhead the efforts. As a result, no corruptien incidence
has been recorded during period ended 30 June 2024. The Fund has a toll-free number
0800111163 for receiving corruption and related fraud incidences from the public.

2.43  EVENTS AFTER END OF THE REPORTING PERIQD

As at the report date, the Management of the Fund and Directors are not aware of any other
matter or circumstance, which significantly affects the financial position of the Fund and
results of its operations since the end of the period under review.

2.44  PREJUDICIAL MATTERS

The Management and Directors confirms that there were contingent liabilities of TZS 10.23
billion related to civil cases and TZ5 1.13 billion related to usage of data from NIDA as at
reporting date. The Fund is also engaged in an ongoing dispute with the Tanzania Revenue
Authority regarding the application of VAT on ID replacement fees and service provider
certification fees. The astimated contingent liability arising from this dispute amounts to TZS
391 million. More details are disclosed in Note 40,

2.45 STATEMENT OF COMPLIANCE

This report has been prepared in full compliance with Tanzania Financial Reporting Standard
No.1 (TFRS 1) - The report by those charged with governance and the requirements of the
NHIF Act CAP 395. The report has complied with principles and codes of best practice as per
TFRS1.

2.46 STATUTORY AUDITOR

The Controller and Auditor General is the statutory independent auditor of the Fund by virtue
of Article 143 of the Constitution of the United Republic of Tanzania of 1977 (revised 200%)
and as amplified under section 10 cf the Public Audit Act, Cap 418 {R.E 2021). However, in
accordance with section 33 of the same Act, the Controller and Auditor General will carry cut
the audit of the Financial Statements of the National Health Insurance Fund for the year
ending 30 June 2024, together with M/s KPMG in order to enable him to form an audit
opinion.
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2.47  RESPONSIBILITY OF THE AUDITOR

The auditor is responsible for reporting on whether the financial statements give a true and
fair view in accordance with the applicable financial reporting framework and statutory

requirements.,
RESPONSIBILITIES OF THE MANAGEMENT AND DIRECTORS

The Management of the National Health Insurance Fund is responsible for preparation of
financial statements that give a true and fair view of the National Health Insurance Fund for
the period ended 30 June 2024 to the date of approval of the financial statements, in
accordance with IFRS Accounting Standards as issued by the International Accounting
Standards Board {IFRS Accounting $tandards) and in the manner required by the National
Health Insurance Fund (NHIF)} Act, CAP 395. Directors are responsible for overseeing the
Fund’s financial reporting process. More details of the responsibilities of Management and the
Directors are shown on page 74.

Approved by the Board of Directors and signed by:

I'lI e Il'r:lllfl

T :'| 1/
| A &/ I %t
Mr. Eliuci.B. ‘Sangfa Date: 5 312025 Dr. Irene C. Isaka
Board Chairman Director General
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3.0 STATEMENT OF MANAGEMENT AND DIRECTORS’ RESPONSIBILITIES FOR THE PERIOD
ENDED 30 JUNE 2024

The Management of the National Health Insurance Fund is responsible for preparatien and
submission of financial report that give a true and fair view of the National Health Insurance
Fund. The financial statements comprised of the statement of financial position of the Fund
as at 30 June 2024, statement of surplus or deficit and other comprehensive income,
statement of changes in reserves and statement of cash flows for the period ended 30 June
2024, and notes to the financial statements, comprising of material accounting policies and
other explanatory information, in accordance with IFRS Accounting Standards as issued by the
International Accounting Standards Board {IFRS Accounting Standards} and in the manner
required by the National Health Insurance Fund (NHIF} Act, CAP 395. The Board of Directors is
responsible for overseeing the Fund’s financial reporting process.

Management and Directors are alsc responsible for such internal controls as their assessments
are necessary to enable preparation of the financial statements that are free from material
misstatement, whether due to fraud or error. The Directors alsc accept the responsibility for
the maintenance of accounting records, which may be relied upon in preparation of these
financial statements as well as adequate system of internal financial controls including
effective Risk Management.

Management and Directors have made an assessment on the ability of the Fund to continue as
going concern and have no reason to believe that the business will not be a going concern at
least for the next twelve months from the date of approval of these financial statements.

The auditor is responsible for reporting on whether the financial statements give a true and
fair view in accordance with the applicable financial reporting framework and statutory
requirements.

Approval of the financial statements

The Financial Statements of the National Health Insurance Fund as identified in the first
paragraph were approved by the Board of Directors and signed by:

_ /
TI"\;.-MIJ AL \l“_ Qf@iﬁ

!\?.Eliild}'ﬁ. Elan a ‘ \ Br. Irene C. Isaka
Board Chairman Date: b Z)‘ R’_ngf) Director General
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4.0 DECLARATION OF THE HEAD OF FINANCE FOR THE PERIOD ENDED 30 JUNE 2024

The National Board of Accountants and Auditors {NBAA} according to the power conferred
under the Auditors and Accountants {Registration) Act. No. 33 of 1972, as amended by Act
No. 2 of 19935, requires financial statements to be acccompanied with a Statement of
Declaration issued by a person responsible for the preparation of Financial Statements of the
National Health Insurance Fund {(“NHIF” or the “Fund”).

It is the duty of a professional accountant to assist the Management to discharge the
responsibility of preparing financial statements of an entity showing true and fair view of the
Fund’s financial position and performance in accordance with International Financial
Reporting Standards {IFRS Accounting Standards) and the statutory financial reporting
requirements.

1, Grace Temba, being the Director of Finance of the National Health Insurance Fund, hereby
acknowledge my responsibility of ensuring that financial statements as at 30 June 2024 have
been prepared in compliance with [nternational Financial Reporting Standards {IFRS
Accounting Standards} and statutory requirements.

[ thus confirm that the financial statements comply with applicable accounting standards and
statutory requirements as on that date and that they have been prepared based on properly
maintained financial records.

Grace A. Temb
Position: Director of Finance

NBA& ME"IbEFETp Mo: ACPA 3870

.ll_'_!'
il
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5.0 FINANCIAL STATEMENTS

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2024

ASSETS

Non-Current Assets
Investment in shares
Investment in Government Securities
Loans receivable

Cther loans receivable
Right of use assets
Deferred tax asset
Intangible assets
Investment property
Property and equipment

Current Assets

Cash and bank balances
Investment in call deposits
Investment in Government Securities
Loans recefvable

Cther loans receivable
Investment in corporate bonds
Investment in term deposits
Insurance contract assets
Cther receivables

Current tax asset

Inventory

TOTAL ASSETS

RESERVES AND LIABILITIES

Reserves

Fair value reserve - equity investment

Fair value reserve - defined benefit obligation
Accumulated reserve

Liabilities

Non-Current Liabilities
Deferred tax liability
Lease liability

Deferred Revenue (Grant}
Defined benefit obligation

Current Liabilities
insurance contract liabilities
Accruals and other payables
Lease liability

CHF matching fund payable

Total liabflities
TOTAL f.EEEm"Ei T:ID LIABILITIES

B

Mr. E__H'Iu-::li B. banga
Board Chairman

Controller and Auditor General

Notes

11
12
15
16
20G(a}
26
19
18
21

9
10(a)
12
15
16
13
10(b}
14(a)
14{c)
25
17

26
20(b)
23(a}

14(b}
22{c}
2G(b}
23({b}

N

o 07k
Date:, = |, ) & WAL

2023/24 2022/23 2021722
Restated Restated
TZ5'000 TIS'000 TZ5'000
154,494,485 150,713,332 150,641,557
135,837,083 179,618,760 188,048,275
17,873,617 200,602,098 223,753,148
23,599,885 31,359,340 29,219,757
1,243,772 7,083,065 1,449,425
G,474,606 - 436,278
29,711 29,711 29,711
411,927 421,589 432,054
47,709,013 50,963,063 51,301,719
390,674,099 615,791,358 645,311,924
31,213,818 66,883,172 12,909,070
15,303,187 40,596,336 28,241,317
44,222,050 11,030,747 94,485,843
186,145,507 6,873,093 4,278,535
7,749,364 9,155,963 9,630,492
. . 1,003,837
134,107,424 149,045,513 220,181,892
22,180,220 -
24,529,532 16,684,091 36,654,646
5,474,406 4,974,457 4,004,252
4,883,845 1,200,358 4,931,796
475,809,353 306,443,730 416,321,680
866,483 452 922,235 088 1,061,633,604
63,010,094 41,134,009 41,083,767
9,682 196 5,866,837 3,405,039
560,527 643 510,714,021 727,368,786
633,219,931 557,714,867 771,857,592
. 216,707 -
452,913 1,019,906 795,477
13,000 19,125 25,250
1,124,155 3,912,290 22,777,000
1,590,068 5,168,028 23,597,727
152,659,970 264,207,557 166,745,025
77,977,435 G3,898,395 98,092,661
1,036,046 1,246,241 1,041,953
. - 298,646
231,673,451 359,352,193 266,178,285
233,263,519 364,520,221 289,776,012

866,483,452

922,235,088
¢ A

1,061,633,604

Dr. Irene C. l1saka
Director General

AR/PAINHIF/2023/24

84



STATEMENT OF SURPLUS OR DEFICIT AND OTHER COMPREHENSIVE INCOME FOR THE PERIOD

ENDED 30 JUNE 2024

CONTRIBUTIONS AND BENEFITS
Insurance revenue

Insurance service expenses
Insurance service result

RETURN ON INVESTMENTS

Dividend income

Interest income

Rental Income

Net impairment gain/{loss} on financial assets
Total investment income

Retiree benefit expenses
Other expenses

Other income
Surplus/(deficit) before tax

[ncome tax expenses
Surplus for the year

Other comprehensive income:

items that will not be reclassified subsequently to surplus
or deficit

> Gain/{loss) from re-measurement of defined benefit
obligation

> Deferred tax (charge)/credit relating to items that will
not be reclassified subsequently

> Reversal of deferred tax charge on re-measurement of
defined benefit abligation

Net of Tax

Items that will be reclassified subsequently to surplus or
deficit:

> Revaluation gains on equity investment

» Deferred tax charge on revaluation gain

> Reversal of deferred tax charge on revaluation gain
Net of Tax

Total other comprehensive income/{deficit} for the year,
net of income tax

Total comprehensive surplus/{deficit) for the year

sissisnasinia sagdiaia
Mr . Eliudi B.
Board Chairman

s |
W

Controller and Auditer General
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Notes

27
22{a)

29
3G(a)
30(b)

X

28
31
32

13

24

11
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2023/24
TZs 000

700,106,799
605,598,096
94,508,703

5,977,429
43,249,029
1,618,636
156,943
51,002,037

{85,747,034)

2022723
Restated
TZS '000

633,508,831
{771,687,510)
(138,178,679)

3,682,181
53,429,718
1,866,491
(25,375,241}
33,603,149

{91,014,678)

(5,445,396} (11,367,529}
7,010,446 4,234,978
61,328,756  (202,722,759)
{11,515,137) (13,932,006}
49,813,622  (216,654,765)
1,301,000 3,516,855
{1,055,057)

2,514,359 :
3,815,359 2,461,799
3,781,153 71,775

: (21,532)

18,094,932 :
21,876,085 50,242
25,691,444 2,512,041
75,505,066 214,142,724

;

Dr. Irene C. Isaka
Director General
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STATEMENT OF CHANGES IN RESERVE FOR THE PERICD ENDED 30 JUNE 2024

Fair value
reserve -
Equity
investment
TZS'000
Balance at 30 June 2021, as previously
reported 39,662,622
Adjustment on initial application of
IFRS 17, net of tax .
Balance at 30 June 2021 as restated 39,662,622
Contribution to the Government
Deficit for the year as previously
reported
IFRS 17 adjustment
Deficit for the year as restated
Other comprehensive income:
Fair value gain on equity investment 1,421,145
Gain on re-measurement of defined
benefit obligation
Total other comprehensive income for
the year 1,421,145
At 30 June 2022 as restated 41,083,767
At 1 July 2022 as restated 41,083,767
Deficit for the year as previously
reported
IFRS 17 adjustment
Deficit for the year as restated
Other comprehensive income:
Fair value gain on equity investment 50,242
Gain on re-measurement of defined
benefit obligation -
Total other comprehensive income for
the year 50,242
Balance at 30 June 2023 as restated 41,134,009
At 1 July 2023 41,134,009
Surplus for the year -
Other comprehensive for the year:
Fair value gain on equity investment 21,876,085
Gain on re-measurement of defined
benefit obligation -
Total other comprehensive income for
the year 21,876,085
At 30 June 2024 63,010,094

\'\Pﬁ".‘.‘.‘. ‘/L

J'-'u Elun:EL'EI- Sa
Board lI:hu1|rr'na=\1"1

Controller and Auditer General

el 212025
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Fair value
reserve -
Defined
benefit
obligation
TZS'000

4,337,930

4,337,930

(932,891}

(932,891}
3,405,039

3,405,039

2,461,798

2,461,798
5,866,837

5,866,837

3,815,359

3,815,359
9,682,196

Accumulated
Reserve
TZ5'000

933,981,750

(19,043,953}
914,937,797

{600,000}
{205,952,792)

18,983,781
(186,969,011)

727,368,786
727,368,786

{156,770,716)

(59,884,049}
{216,654,765}

510,714,021

510,714,021
43,813,622

560,527,643

¢

Total
TZ5'000

977,982,302

(1%,043,%53)
958,938,349

(600,000
{205,952,792)
18,983,781
{186,%96%9,011)
1,421,145
{932,891)

488,254
771,857,592

771,857,592

(156,770,716}
(59,884,049)

(216,654,765)
20,242
2,461,798

2,512,040
357,714,867

557,714,867
49,813,622

21,876,083

3,815,359

245,691,444
633,219,933
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STATEMENT OF CASH FLOWS FOR THE PERIOD ENDED 30 JUNE 2024

2023/24 2022723

TZS 000 TZS '000
CASH FLOWS FROM OPERATING ACTIVITIES Notes
Receipts from insurance contracts 14{d} 667,521,906 641,784,388
Receipts from other income 32 7,004,320 4,100,248
Payment to Health Facilities 22 (716,402,256) (716,778,876}
Payment to suppliers and employees 35 (127,903,010} (58,665,387}
Tax paid during the year 25 (619,362} (12,000,000}
CHF payment during the year 23(b} : {298,615)
Interest on lease payment 20(b) (257,680} {189,124)
Net cash used in operating activities {170,656,082) (142,047,366)
Cash flow from Investing activities
Payment for purchase of property and equipment 21 {1,190,170) {3,448,480)
Proceeds from disposal of property and equipment 21 . 5,281
Term and call deposits received 34 273,000,000 229,424,133
Term and call deposits disbursed 34 (233,000,000} (168,000,000
Receipts from matured government securities 12 10,737,000 94,592,000
Receipt from corporate bonds 13 . 1,003,837
Loans disbursed during the year 15 (3,638,154} (13,302,850
Loans repayment received during the year 15 8,088,456 13,306,932
Staff loans disbursed during the vear 16 . (14,223,822}
Staff loans repaid during the year 16 9,687,555 11,524,519
Dividend received 29 4,959 755 1,682,181
Rent received 30(b} 1,618,636 1,866,491
Interest received 36 40,413,689 53,003,384
Net cash generated from investing activities 110,676,767 209,433,603
Cash flows from financing activities
Lease Payment 20{b)} {383,188} (1,057,117}
Net cash used in financing activities (983,188) {1,057,117)
{Decrease}/ Increase in cash and cash equivalents {60,962,503) 66,329,120
Cash and cash equivalent at the beginning of the
year 107,479,508 41,150,388
Cash and cash equivalent at the end of the year 46,517,005 107,479,508
Represented by:
Bank balances 9 31,213,818 66,883,172
Call deposit 10{a} 15,303,187 40,596,336

46,517,005 107,479,508
; PV sy f‘4 A

T L e 5 1 3 ‘ & 0%6 R i --uﬂﬂﬂ.tt
Mr. Etudi B. Sapga D i e i i Dr. Irene C. Isaka

Board Chairman Director General
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6.0 NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024
1. THE REPORTING ENTITY

The National Health Insurance Fund (NHIF or the ‘Fund”) was established under the
National Health Insurance Fund Act, Cap 395 (hereafter “the Act”). The registered office
is at NHIF House, Tambukareli Street, and P. O. Box 1437 Dodoma. The primary objective
of NHIF is to provide health care benefits to members in the public service. NHIF
administers a contributory scheme. The National Health Insurance Fund was established
for achieving the following:

¢« To enhance efficiency in the provision of health services at all levels from dispensary

level to the referral hospitals;
= To bridge the gap in the health budget in the country;

= To have in place a reliable mechanism to ensure that public servants have unrestricted

access to affordable health services at different categories of health facilities;

« To involve members of the public in contributing to and managing the provision of health

services in the country; and

« To promote Private-Public Partnership in the provision of health services in the country.

{a) Eligibility

The National Health Insurance Fund operates a defined contributions plan cavering public

employees and other groups of:

#« The Central Government;

s The Local Government;

= The Government Agencies;

= The Public Institutions;

# The Private Institutions; and

« Private member such as students, children under the age of 18 years and private

individuals.
Membership in the Fund is compulsory for all eligible public employees.
(b) Members of the Fund

The Fund currently caters for central Government employees, local Government,
Government Agencies, Public and Private Institutions, Private individuals including their
spouses and up to four children and / or legal dependants. Thus, the Fund covers up to six
people in a family. The Minister responsible for health matters may determine any other
category of members from time to time with a view of enhancing the membership.

(c) Funding of the Fund

The Fund is a contributory scheme for public employees. Insured persons are required to
contribute 3% of the monthly salary and contributing employers are required to contribute
3% of monthly salary of insured person. For other products premium are determined and
reviewed from time to time.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

1. THE REPORTING ENTITY (CONTINUED)

{d) Fund’s Investments

The Fund’s investments are made in accordance with section 33 of the Act as amended in
2010. The Fund invests in both short term and long-term investment, which aim at
improving the health sector in Tanzania. The Fund also invest in Government securities,
corporate bonds, fixed/call deposits, Shares/equity, Government projects, loans to health
services providers towards improving health services delivered in Tanzania and any other
profitable Investment.

(e) Certified health care facility and number of registered employers.

During the pericd ended 30 June 2024, the Fund had 8,051 certified health care facilities
across the country and has registered 7,486 employers.

2. BASIS OF PREPARATION OF FINANCIAL STATEMENTS
Basis of preparation

The financial statements have been prepared on the historical cost basis, except for the
fair value of some financial instruments as stated in specific accounting policies. The
summary of material accounting policies adopted are set out in notes 5 to the financial
statements.

Statement of compliance

The financial statements have been prepared in accordance with IFRS Accounting
Standards as issued by the international Accounting Standards Board (IFRS Accounting
Standards) and in the manner required by the National Health Insurance Fund Act, CAP
395. Additional informaticn required by regulatary bodies is included where appropriate.

Functional and presentation currency

These financial statements are presented in Tanzanian Shillings {TZS), which is the Fund’s
functional and presentation currency. All amounts have been rounded to the nearest
thousands {TZS ‘000’), except when otherwise indicated.

3.1.0 NEW AND AMENDED STANDARDS AND INTERPRETATIONS
In these financial statements, the Fund has applied IFRS 17 for the first time,
3.1.1 IFRS 17 INSURANCE CONTRACTS

IFRS 17 is an accounting standard, which replaces the IFRS 4 standard, which had been
issued in March 2004 as an interim accounting standard tc be in place until the
International Accounting Standards Board {IASB) completed the project on IFRS 17. [FRS 17
was developed to standardize insurance accounting globally and improve transparency in
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insurance accounts. [FRS 17 replaces IFRS 4 Insurance Contracts for annual periods on or
after 1 January 2023.

The Fund applied the full retrospective approach as the transition approach and restated
comparative information for 2022 applying the transiticnal provisions in Appendix C to IFRS
17. The nature of the changes in accounting policies can be summarized, as follows:

3.1.2 CHANGES TO CLASSIFICATION AND MEASUREMENT

The adoption of IFRS 17 did not change the classificaticn of the Fund’s insurance contracts
rather than establishing specific principles for the recognition and measurement of
insurance contracts issued by the Fund.

Under IFRS 17, the Fund’s insurance contracts issued are all eligible to be measured by
applying the PAA. The PAA simplifies the measurement of insurance contracts in
comparison with the general measurement model in IFRS 17.

The measurement principles of the PAA brought new perspective to the following key areas:

The liability for remaining coverage reflects premiums received less deferred insurance
acquisition cash flows and less amounts recognized in revenue for insurance services
provided.

Measurement of the liability for remaining coverage includes an adjustment for the time
value of money and the effect of financial risk where the premium due date and the
related period of services are more than 12 months apart.

Measurement of the liability for remaining coverage involves an explicit evaluation of risk
adjustment for non-financial risk when a group of contracts is onerous in order to calculate
a loss component {previously these may have formed part of the unexpired risk reserve
provision).

Measurement of the liability for incurred claims {previously claims outstanding and
incurred-but-not- reported (IBNR} claims) is determined on a discounted probability-
weighted expected value basis and includes an explicit risk adjustment for non-financial
risk. The liability includes the Fund’s obligation to pay other incurred insurance expenses.

The Fund expenses its insurance acquisition cash flews for its property insurance product
line immediately upon payment and capitalizes insurance acquisition cash flows for all
other product lines. For product, lines where insurance acquisition cash flows are not
immediately expensed, the Fund allocates the acquisition cash flows to greups of insurance
contracts issued or expected to be issued using a systematic and rational basis. Insurance
acquisition cash flows include those that are directly attributable to a group and to future
groups that are expected to arise from renewals of contracts in that group.

The Fund expenses its insurance acquisition cash flows for its property insurance product
line immediately upon payment and capitalizes insurance acquisition cash flows for all
other product lines. For product, lines where insurance acquisition cash flows are not
immediately expensed, the Fund allocates the acquisition cash flows to groups of insurance
contracts issued or expected to be issued using a systematic and rational basis. Insurance
acquisition cash flows include those that are directly attributable to a group and to future
groups that are expected to arise from renewals of contracts in that group.
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Where such insurance acquisition cash flows are paid {or where a liability has been
recognized applying another IFRS standard} before the related group of insurance
contracts is recognized, an asset for insurance acquisition cash flows is recognized. When
insurance contracts are recognized, the related portion of the asset for insurance
acquisition cash flows is derecognized and subsumed into the measurement at initial
recognition of the insurance liability for remaining coverage of the related group.

3.1.3 CHANGES TO PRESENTATION AND DISCLOSURE

For presentation in the statement of financial position, the Fund aggregates insurance
contracts issued and presents separately:

. Portfolios of insurance contracts issued that are assets
. Portfolios of insurance contracts issued that are liabilities

The portfolios referred to above are those established at initial recognition in accordance
with the [FRS 17 requirements.

Portfolios of insurance contracts issued include any assets for insurance acquisition cash
flows.

[FRS 17 requires separate presentaticn of:

. Insurance revenue

. Insurance service expenses

. Insurance contract asset

. Insurance contract liabilities

3.1.3 CHANGES TO PRESENTATION AND DISCLOSURE

The Fund provides disaggregated qualitative and quantitative information about:

. Amounts recognized in its financial statements from insurance contracts

. Material judgements, and changes in those judgements, when applying the standard
3.1.4 TRANSITION

On transition date, 1 July 2022, the Fund:

s Has identified, recognized and measured each group of insurance contracts as if IFRS 17 had
always applied.

= Has identified, recognized and measured assets for insurance acquisition cash flows as if
IFRS 17 has always applied. However, no recoverability assessment was performed before
the transition date. At transition date, a recoverability assessment was performed and no
impairment loss was identified.

« Derecognized any existing balances that would not exist had IFRS 17 always applied

«  Recognized any resulting net difference in equity
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 {CONTINUED})
3.1.0 NEW AND AMENDED STANDARDS AND INTERPRETATIONS (CONTINUED)
3.1.5 IMPACT OF CHANGES IN RESERVE

The impact of transition to IFRS 17 on accumulated reserves is, as follows:

30 June 2021 Accumulated reserve
TS 000"
Balance at 30 June 2021, as previously reported 977,982,302
Impact of initial application of IFRS 17 {19,043,933)
Balance at 30 June 2021 as restated 958,938,349
30 June2022
Contribution to the Government (600,000}
Deficit for the year as previously reported {205,952,792)
IFRS 17 adjustment 18,983,781
Deficit for the year as restated {186,969,011)
Balance at 30 June 2022 as restated 727,368,786
30 June2023
Deficit for the year as previously reported (156,770,716)
IFRS 17 adjustment [59,884,049)
Deficit for the year as restated 216,654,763)
Balance at 30 June 2023 as restated 510,714,021

3.1.6 OTHER NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS EFFECTIVE AND
ADOPTED DURING THE YEAR

i, Disclosure of accounting policies -Amendments to {AS 1 and IFRS practice Statement 2

The amendments to 1AS 1 and IFRS Practice Statement 2 Making Materiality Judgements
provide guidance and examples to help entities apply materiality judgements to
accounting policy disclosures. The amendments aim to help entities provide accounting
policy disclosures that are more useful by replacing the requirement for entities to
disclose their ‘significant’ accounting policies with a requirement to disclose their
‘material’ accounting policies and adding guidance on how entities apply the concept of
materiality in making decisions about accounting policy disclosures.

The amendments have had an impact on the Fund’s disclosures of accounting policies, but
not on the measurement, recognition or presentation of any items in the Fund’s financial
statements.

ii. Deferred Tax related to Assets and Liabilities arising from a Single Transaction -
Amendments to |AS 12

The amendments to [AS 12 Income Tax narrow the scope of the initial recognition
exception, so that it no longer applies to transactions that give rise to equal taxable and
deductible temporary differences such as leases and decommissioning liabilities.

The adoption of these changes did not have significant impact on the amounts presented
in the Fund’s financial statements.
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NATIONAL HEALTH INSURANCE FUND (NHI

iif. Definition of Accounting Estimates - Amendments to |AS 8

The amendments to 1AS 8 clarify the distinction between changes in accounting estimates,
changes in accounting policies and the correction of errors. They also clarify how entities
use measurement techniques and inputs to develop accounting estimates:

The adoption of these changes did not have significant impact on the amounts presented
in the Fund’s financial statements.

3.1.7 NEW AND AMENDED STANDARDS AND INTERPRETATIONS IN ISSUE BUT NOT YET
EFFECTIVE FOR THE YEAR ENDED 30 JUNE 2024

A number of new standards, amendments to standards and interpretations are not yet
effective for the year ended 30 June and have not been applied in preparing these
financial statements. The Fund does not plan to adopt these standards early. All standards
and interpretations will be adopted at their effective date. These are summarised below;

New pronouncement Effective date
Classification of Liabilities as Current or Non-current and Non-current

Liabilities with Covenants - Amendments to 1AS 1 1 January 2024
Lease Liability in a Sale and Leaseback - Amendments to [FRS 16 1 January 2024
Disclosures: Supplier Finance Arrangements - Amendments to [AS 7 and [FRS 7 1 January 2024
Lack of exchangeability - Amendments to [AS 21 1 January 2025
[FRS S1 and S2 for disclosure of sustainability and climate-related information 1 January 2025
Amendments to IFRS 9 and 7 financial Instruments and related disclosures., 1 January 2026
Presentation and Disclosure in Financial Statements - IFRS 18 1 January 2027
Subsidiaries without Public Accountability: Disclosures - IFRS 19 1 January 2027

4. SOLVENCY OF THE FUND

The National Health [nsurance Fund was established in July 2001 with a vision of becoming
the leading health insurance scheme in the Sub-Saharan region and providing support to a
large number of beneficiaries to access health services. It was established by
Parliamentary Act No 8 of 1999, which was amended repeatedly in the years 2002, 2005,
2009, 2010, 2012 and 2015.

Section 39A of the NHIF Act, CAP 395, requires the Fund to undertake actuarial valuation
of its assets and liabilities at an interval of three years or at any other intervals as the
Autharity may direct with a view to determining surplus or deficit on the Fund. The
valuation is aiming at providing recommendations to ensure solvency and sustainability of
the Fund. The last actuarial valuation was carried out as at 30 June 2021 by an
independent external Consultant, Zamara Actuaries, Administrators and Consultants
Limited.

According to the actuarial valuation report, as at the valuation date, annual benefit
expenditure exceeded annual insurance revenue. In addition, year on year subsequent
deficits over the first four years of the projection period are expected to deplete the
accumulated reserves, causing it to decrease to a level below zero by 2025.However, in
order to ensure solvency and sustainability of the Fund, the Government has taken
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NATICNAL HEALTH INSURANCE FUND {NHIF}

measures such as the commitment to start repayment of the ocutstanding loans and
exempting the Fund from tax on investments income.

The Fund continue with its effort to control escalation of benefit payments by deploying
measures such as stationing staff at the selected strategic facilities to verify beneficiaries
and provision of services and the use of biometric members identification {finger print and
facial recognition) at facility, reviewing its loss-making health insurance products and
proposing alternative financing for the retirees who are covered by the Fund with their
spouses without contributing.

The solvency position of the Fund was examined using:

{1) Projection of the Fund's future cash flows for a period of at least fifteen years to
determine the long-term sustainability of the Fund; and

(i} To model the future claims and contributions of the Fund, the evolution of NHIF
Tanzania membership was modelled and this formed the basis for prejecting the
future primary cash flows of the Fund {contribution inflows and benefits outflow).
The primary cash flows were used to model the assets of the Fund, taking into.
Consideration projections of future investment returns, taxes and expenses of the
Fund.

Summary of core actuarial basis for 2021 vatuation:

Membership growth rate 11.2% Investments return 8.5%
Withdrawal rates of members 50% Taxation rate 20.5%
Inflation rate 4% Claims growth rate 10%

Members salary increment rate 6.3%

The data provided did not allow for any meaningful analysis of the Fund’s actual mortality
or withdrawal experience. Thus, modified independent rates of decrement for retirement,
death and withdrawal were used to obtain the overall dependent rate of decrement
applied to the individual members at each age.

During the periad, the Fund earned a net surplus amounting to TZ5 58.17 billion (30 June
2023: Net deficit of TZS 216.65 billion) from Insurance Services.

5. MATERIAL ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these Financial Statements are
set aut below.

5.1. Insurance Contracts
5.1.1. Insurance contracts classification

The Fund issues insurance contracts in the normal course of business, under which it
accepts significant insurance risk from its policyholders. As a general guideline, the Fund
determines whether it has significant insurance risk, by comparing benefits payable after
an insured event with benefits payable if the insured event did not occur. Insurance
contracts can also transfer financial risk. The Fund issues medical insurance to individuals
and businesses.

The Fund does not issue any contracts with direct participating features.
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NATIONAL HEALTH INSURANCE FUND (NHIF)
5.1.2. Insurance contracts accounting treatment
{i) Separating components from insurance contracts

The Fund assesses its non-life insurance to determine whether they contain distinct
components, which must be accounted for under another IFRS Accounting Standards
instead of under IFRS 17. After separating any distinct components, the Fund applies IFRS
17 to all remaining components of the (host} insurance contract. Currently, the Fund’s
products do not include any distinct components that require separation.

{if) Level of aggregation

IFRS 17 requires a Fund to determine the level of aggregation for applying its
requirements. The level of aggregation for the Fund is determined firstly by dividing the
business written into portfolios. Portfolios comprise groups of contracts with similar risks,
which are managed together. Portfolios are further divided based on expected
profitability at inception into three categories: onerous contracts, contracts with no
significant risk of becoming onerous, and the remainder. This means that, for determining
the level of aggregation, the Fund identifies a contract as the smallest unit i.e. the lowest
common denominator. However, the Fund makes an evaluation of whether a series of
contracts need to be treated together as one unit based on reasonable and supportable
information, or whether a single contract contains components that need to be separated
and treated as if they were stand-alone contracts. As such, what is treated as a contract
for accounting purposes may differ from what is considered as a contract for other
purposes (i.e. legal or management). IFRS 17 also requires that no group for level of
ageregation purposes may contain contracts issued more than one year apart,

The Fund has elected to group together those contracts that would fall into different
groups only because law or regulation specifically constrains its practical ability to set a
different price or level of benefits for policyholders with different characteristics. The
Fund applied a full retrospective approach for transition to [FRS 17. The portfolics are
further divided by year of issue and profitability for recognition and measurement
purposes. Hence, within each year of issue, portfolios of contracts are divided into three
groups, as follows:

= A group of contracts that are onerous at initial recognition {if any}

=« A group of contracts that, at initial recognition, have no significant possibility of
becoming onerous subsequently {if any)

s A group of the remaining contracts in the portfolio (if any)

The profitability of groups of contracts is assessed by actuarial valuation models that take
into consideration existing and new business. The Fund assumes that no contracts in the
portfolio are onerous at initial recognition unless facts and circumstances indicate
otherwise. For contracts that are not onerous, the Fund assesses at initial recognition,
that there is no significant possibility of becoming onerous subsequently by assessing the
tikelihood of changes in applicable facts and circumstances. The Fund considers facts and
circumstances to identify whether a group of contracts is onerous based on:
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NATIONAL HEALTH INSURANCE FUND (NHIF)

+ Pricing information
« Results of similar contracts it has recognized
» Environmental factors, e.g., a change in market experience or regulations

(it} Recognition
The Fund recognizes groups of insurance contracts it issues from the earliest of the following:
e The beginning of the coverage period of the group of contracts

e The date when the first payment from a policyhelder in the group is due or when the
first payment is received if there is no due date

= For a group of onerous contracts, if facts and circumstances indicate that the group is
onerous

The Fund adds new contracts to the group in the reporting pericd in which that contract
meets one of the criteria set out above.

{iv) Contract boundary

The Fund includes in the measurement of a group of insurance contracts all the future
cash flows within the boundary of each contract in the group. Cash flows are within the
boundary of an insurance contract if they arise from substantive rights and obligations that
exist during the reporting period in which the Fund can compel the policyholder to pay the
premiums, or in which the Fund has a substantive obligation to provide the policyholder
with insurance contract services. A substantive cbligation to provide insurance contract
services ends when:

e The Fund has the practical ability to reassess the risks of the particular policyholder
and, as a result, can set a price or level of benefits that fully reflects those risks, or
e Both of the following criteria are satisfied:

« The Fund has the practical ability to reassess the risks of the portfolio of insurance
contracts that contain the contract and, as a result, can set a price or level of
benefits that fully reflects the risk of that portfolio,

» The pricing of the premiums up to the date when the risks are reassessed dees not
take into account the risks that relate to periods after the reassessment date.

A liability or asset relating to expected premiums or claims outside the boundary of the
insurance contract is not recognized. Such amounts relate to future insurance contracts.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

5. MATERIAL ACCOUNTING POLICIES (CONTINUED)

5.1. Insurance Contracts (Continued)

{v)
Details

Premium
Allocation
Approach
Eligibility
Insurance
acquisition
flows
insurance

(PAA)

cash
for

contracts issued

Liability for
Remaining
Coverage {LFRC},
adjusted for
financial risk and
time  value of
money

Liability for
Incurred  Claims,
(LFIC) adjusted for
time value of
money

Insurance finance

income
expense

and

Measurement - Premium Allocation Approach

IFRS 17 Options

Subject to specified criteria, the PAA
can be adopted as a simplified
approach to the [FRS 17 general
measurement model

Where the coverage period of all
contracts within a group is no longer
than one year, insurance acquisition
cash flows can either be expensed as

incurred, or allocated, using a
systematic and rational method, to
groups of  insurance  contracts

(including future groups containing
insurance contracts that are expected
to arise from renewals) and then
amortized over the coverage period of
the related group. For groups
containing contracts longer than one
year, insurance acquisition cash flows
must be allocated to related groups of
insurance contracts and amortized
over the coverage period of the
related group.

Where there is no significant financing
component in relation to the LFRC, or
where the time between providing
each part of the services and the
related premium due date is no more
than a year, an entity is not required
to make an adjustment for accretion
of interest on the LFRC.

Where claims are expected to be paid
within a year of the date that the
claim is incurred, it is not required to
adjust these amounts for the time
value of money.

There is an option to disaggregate part
of the movement in LFIC resulting
from changes in discount rates and
present this in OCI.

Controller and Auditor General

Adopted appreach

Coverage period for the entire
Fund insurance product is one
year or less and so qualifies
automatically for PAA.

For one-year health insurance
products, insurance acquisition
cash flows are expensed as
incurred.

In case of products with more
than one vyear, insurance
acquisition cash flows will be
allocated to related groups of
insurance contracts and
amortized over the coverage
period of the related group.

For all the funds products, there
is no allowance for the accretion
of interest as the premiums are
received within one year of the
coverage period.

In case of preducts with more
than one year, an allowance will
be made for accretion of interest
on the LFRC,

The incurred claims are expected
to be paid cut in less than one
year. Hence, no adjustment is
made for the time value of
money. For all the products in
case the claim will be expected
for more than one year, the LFIC
will be adjusted for the time
value of money.

For all the products, the change
in LFIC as a result of changes in
discount rates will be captured
within profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)
5. MATERIAL ACCOUNTING POLICIES (CONTINUED)

5.1.Insurance Contracts (Continued)

5.1.2.1 Insurance contracts - initial measurement

The Fund applies the premium allocation approach {PAA) to all the insurance contracts
that it issues;

» The coverage period of each contract in the group is one year or less, including insurance
contract services arising from all premiums within the contract boundary, Or

= For contracts longer than one year, the Fund has modelled possible future scenarios and
reasonably expects that the measurement of the liability for remaining coverage for the
group containing those contracts under the PAA does not differ materially from the
measurement that would be produced applying the general measurement model. In
assessing materiality, the Fund has also considered qualitative factors such as the nature
of the risk and types of its lines of business.

The Fund does not apply the PAA if, at the inception of the group of contracts, it expects
significant variability in the fulfilment cash flows that would affect the measurement of
the liability for the remaining coverage during the period before a claim is incurred.
Variability in the fulfilment cash flows increases with, for example:

« The extent of future cash flows related to any derivatives embedded in the contracts.

= The length of the coverage period of the group of contracts

For a group of contracts that is not onerous at initial recognition, the Fund measures the
liability for remaining coverage as:

» The premiums, if any, received at initial recognition

e Minus any insurance acquisition cash flows at that date, with the exception of contracts
which are one year or less where this is expensed,

« Plus or minus any amount arising from the de-recognition at that date of the asset
recognised for insurance acquisition cash flows and

¢ Any other asset or liability previously recognised for cash flows related to the group of
contracts that the Fund pays or receives before the group of insurance contracts is
recognised.

For all business, there is no allowance for time value of moeney as the premiums are
received within one year of the coverage period.

Where facts and circumstances indicate that contracts are onerous at initial recognition,
the Fund performs additional analysis to determine if a net outflow is expected from the
contract. Such onercus contracts are separately grouped from other contracts and the
Company recognizes a loss in profit or loss for the net outflow, resulting in the carrying
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amount of the liability for the group being equal to the fulfilment cash flows. A loss
component is established by the Fund for the liability for remaining coverage for such
onerous group depicting the losses recognized. For additional disclosures on the loss
component, please refer to Note 5.1.2.7

5.1.2.2 Insurance contracts - subsequent measurement
The Fund measures the carrying amount of the liability for remaining coverage at the end
of each reporting period as the liability for remaining coverage at the beginning of the
period:
e Plys, premiums received in the period;
e Minus insurance acquisition cash flows;
s Plus any amounts relating to the amortization of the insurance acquisition cash flows
recognised as an expense in the reporting period for the group;
= Plus, any adjustment to the financing component, where applicable;
= Minus the amount recognised as insurance revenue for the services provided in the
period; and
= Minus any investment component paid or transferred to the liability for incurred claims

The Fund estimates the liability for incurred claims as the fulfilment cash flows related to
incurred claims.

The fulfilment cash flows incorporate, in an unbiased way, all reasonable and supportable
information available without undue cost or effort about the ameount, timing and uncertainty
of those future cash flows, they reflect current estimates from the perspective of the Fund,
and include an explicit adjustment for non-financial risk (the risk adjustment).

The Fund does not adjust the future cash flows for the time value of money and the effect of
financial risk for the measurement of liability for incurred claims that are expected to be paid
within one year of being incurred.

Where, during the coverage period, facts and circumstances indicate that a group of insurance
contracts is onerous, the Fund recognises a loss in profit or loss for the net outflow, resulting
in the carrying amount of the liability for the group being equal to the fulfilment cash flows. A
loss component is established by the Fund for the liability for remaining coverage for such
onerous group depicting the losses recognised. For additional disclosures on the loss
component, please refer to Note 5.1.2.7,

Insurance acquisition cash flows are allocated on a straight-line basis as a portion of premium
to profit or loss (through insurance revenue).

5.1.2.3 Insurance acquisition cash flows

Insurance acquisition cash flows arise from the costs of selling, underwriting and starting a

group of insurance contracts (issued or expected to be issued} that are directly attributable to

the portfolio of insurance contracts to which the group belongs. With the exception of the

product line, for which the Fund chooses tc expense insurance acquisition cash flows as they

occur, the Fund uses a systematic and rational method to allocate:

{a) Insurance acquisition cash flows that are directly attributable to a group of insurance contracts:

{i) to that group; and

{ii) to groups that include insurance contracts that are expected to arise from the renewals of
the insurance contracts in that group.
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NATIONAL HEALTH INSURANCE FUND {NHIF)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)
5. MATERIAL ACCOUNTING POLICIES {(CONTINUED)

5.1. Insurance Contracts (Continued)

(a) Insurance acquisition cash flows directly attributable to a portfolio of insurance contracts
that are not directly attributable to a group of contracts, to groups in the portfolio.

Where insurance acquisition cash flows have been paid or incurred before the related group of
insurance contracts is recognised in the statement of financial position, a separate asset for
insurance acquisition cash flows is recognised for each related group.

The asset for insurance acquisition cash flow is derecognized from the statement of financial
position when the insurance acquisition cash flows are included in the initial measurement of
the related group of insurance contracts. The time bands when the Fund expects to derecognize
the above asset for insurance acquisition cash flows.

At the end of each reporting period, the Fund revises amounts of insurance acquisition cash
flows allocated to groups of insurance contracts not yet recognised, to reflect changes in
assumptions related to the method of allocation used.

After any re-allocation, the Fund assesses the recoverability of the asset for insurance
acquisition cash flows, if facts and circumstances indicate the asset may be impaired. When
assessing the recoverability, the Fund applies:
= Animpairment test at the level of an existing or future group of insurance contracts; and
#= An additional impairment test specifically covering the insurance acquisition cash flows
allocated to expected future contract renewals.

[f an impairment loss is recognised, the carrying amount of the asset is adjusted and an
impairment loss is recognised in profit or loss.

The Fund recognises in profit or loss a reversal of some or all of an impairment loss previously
recognized and increases the carrying amount of the asset, to the extent that the impairment
conditions no longer exist or have improved.

3.1.2.4 Insurance contracts - modification and derecognition

The Fund derecognizes insurance contracts when:

s The rights and obligations relating to the contract are extinguished (i.e., discharged,
cancelled or expired)
or

= The contract is modified such that the modification results in a change in the
measurement model or the applicable standard for measuring a component of the
contract, substantially changes the contract boundary, or requires the modified contract
to be included in a different group. in such cases, the Fund derecognizes the initial
contract and recognises the modified contract as a new contract.

When a modification is not treated as a derecognition, the Fund recognises amounts paid or

received for the modification with the contract as an adjustment to the relevant liability for
remaining coverage.
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5.1.2.5 Presentation

The Fund has presented separately, in the statement of financial position, the carrying number
of portfolios of insurance contracts issued that are assets and portfolios of insurance contracts
issued that are liabilities,

Any assets for insurance acquisition cash flows recognised before the corresponding insurance
contracts are included in the carrying amount of the related groups of insurance contracts are
allocated to the carrying amount of the portfolios of insurance contracts that they relate to.

The Fund disaggregates the total amount recognised in the statement of profit or loss and other
comprehensive income into an insurance service result, comprising insurance revenue and
insurance service expense, and insurance finance income or expenses.

The Fund does not disaggregate the change in risk adjustment for non-financial risk between a
financial and non-financial portion and includes the entire change as part of the insurance
service result.

5.1.2.6 Insurance revenue

The insurance revenue for the period is the amount of expected premium receipts {excluding
any investment component} allocated to the pericd. The Fund allocates the expected premium
receipts to each period of insurance contract services based on the passage of time. However, if
the expected pattern of release of risk during the coverage period differs significantly from the
passage of time, then the allocation is made on the basis of the expected timing of incurred
insurance service expenses.

The Fund changes the basis of allocation between the two methods above as necessary, if facts
and circumstances change. The change is accounted for prospectively as a change in accounting
estimate. For the periods presented, all revenue has been recognised on the basis of the passage
of time.

5.1.2.7 Loss components

The Fund assumes that no contracts are onerous at initial recognition unless facts and
circumstances indicate otherwise. Where this is not the case, and if at any time during the
coverage period, the facts and circumstances mentioned in Note 5.1.2.2 indicate that a group of
insurance contracts is onerous, the Fund establishes a loss component as the excess of the
fulfilment cash flows that relate to the remaining coverage of the group over the carrying
amount of the liability for remaining coverage of the group as determined in Note 5.1.2.1.
Accordingly, by the end of the coverage period of the group of contracts the loss component will
be zero.

5.1.2.8 Insurance finance income and expense

Insurance finance income or expenses comprise the change in the carrying amount of the group
of insurance contracts arising from:

» The effect of the time value of money and changes in the time value of money; and
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5.1.2.9 Insurance finance income and expense

e The effect of financial risk and changes in financial risk.

The Fund disaggregates insurance finance income or expenses on insurance contracts
issued for product line between profit or loss and OCl. The impact of changes in market
interest rates on the value of the insurance assets and liabilities are reflected in OCI in
order to minimize accounting mismatches between the accounting for financial assets and
insurance assets and liabilities. For all the business, the Fund does not disaggregate
finance income and expenses because the related financial assets are managed on a fair
value hasis and measured at FVPL.

5.2.Interest income

Interest income and expense for all interest-bearing financial instruments are recegnized
in profit or loss using the effective interest method as per [FRS 9.

The effective interest method is a method of calculating the amortized cost of a financial
asset or a financial liability and of allocating the interest income or interest expense over
the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments or receipts through the expected life of the financial
instrument or, when appropriate, a shorter period to the net carrying amount of the
financial asset or financial liability. When calculating the effective interest rate, the) Bank
estimates cash flows considering all contractual terms of the financial instrument (for
example, prepayment options) but does not consider future credit losses.

5.3. Dividend income
Revenue is recognized when the right to receive payment is established.
5.4.0ther income

Other income comprises of application fees for loans equipment facility and certification,
replacement of IDs, and commission from supplementary services. The Fund recognizes
other income to depict the transfer of promised services to customers in an amecunt that
reflects the consideration to which the Fund expects to be entitled in exchange for those
goods or services.

5.5. Employees benefits
Defined Contributions Plan (DC)

The Fund contributes to the publicly administered pension plans on a mandatory basis.
The Fund has no further payment obligations once the contributions have been paid. The
contributions are recognized as an employee benefits expense when they are due. The
Fund’s contributions to the defined contribution schemes are charged to profit or loss in
the year in which they fall due. The Fund has no legal or constructive obligation to pay
further contributions if the funds do not hold sufficient assets to pay all employees the
benefits relating to employee service in the current and previous years.
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The Fund maintains a nen-contributory defined benefit plan for its employees, which
remains unfunded, According to Regulation 101 of the Staff Regulations of 2014, the Fund
offers terminal benefits to both permanent and pensionable staff, as well as contract
staff. These benefits are outlined as follows:

{a) The Director General is entitled to receive one month's gross salary;

{b} Other staff members are entitled to receive their basic salary, which covers
transportation expenses for both the staff member and their family to their place of

domicile;
{c) Personal effects of the staff member will be transported to their place of domicile;

{d} Management members will receive a mileage allowance for travel to their place of

domicile;

{e} A subsistence allowance will be provided for the staff member, their spouse, and up to

four children below 18 years of age;
(f) Accrued annual (eave days will be compensated;
{g) A packing allowance is provided; and
{h) The Director General is eligible for a gratuity payment.

The cost of the defined benefit plan and other post-employment benefits and the present
value of the pension obligation are determined using actuarial valuations.

In determining the appropriate discount rate, management considers the interest rates of
corporate bonds in currencies consistent with the currencies of the post-employment
benefit obligation,

The latest actuarial valuation was carried out as at 30 June 2023 by Zamara Actuaries,
Administrators & Consultants Limited in Naircbi - Kenya. The present value of the defined
benefit obligation, and the related current service cost and past service cost, were
measured using the Projected Unit Credit Method. Under [AS 19, measurement of scheme
liabilities must be calculated under the projected unit credit methed, which requires
certain demographic and financial assumptions, including an assumption about future
salary growth,

The estimated monetary liability for employees accrued leave entitlement as at the
statement of net assets available for benefits’ date is recognized as an expense accrual.
Provision is made for the estimated liability in respect of annual leave accrued on
reporting date. Actuarial gain/loss is recognised in other comprehensive income.

5.6. Property and equipment

Items of property and equipment are stated at cost less accumulated depreciation and
impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The
cost of self-constructed assets includes the cost of materials and direct labour, any other
costs directly attributable to bringing the asset to the working condition for its intended
use, and the costs of dismantling and removing the items and restoring the site on which
they are located. Borrowing costs {if any} related to the acquisition or construction of
qualifying assets is recognized in statement surplus or deficit as incurred. When significant
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parts of an item of property and equipment have different useful lives, they are accounted
for as separate items of property and equipment.

Gains and losses on disposal of an item of property and equipment are determined by
comparing the proceeds from disposal with the carrying amount of property and
equipment and are recognized in statement of surplus or deficit under other operating
income,

Subsequent costs are included in the asset’s carrying amount or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated
with the item will flow to the group and the cost of the item can be measured reliably. All
other repairs and maintenance are charged to profit or loss during the financial year in
which they are incurred.

Depreciation is calculated on the straight-line basis to write down the cost of each asset
to its residual value over its estimated useful life as shown below. Land is not
depreciated.

Asset Description Useful life in years
Buildings 30 to 50
Equipment lto 22

Furniture and Fittings 8 to 14

Motor Vehicles 4to 14

Computers 3ta9

The estimated useful lives, residual values and depreciation method are reviewed at the
end of each reporting period, with the effect of any changes in estimate accounted for on
a prospective basis.

An item of property and equipment is derecognized upon disposal or when no future
eccnomic benefits are expected from its use or disposal.

5.7. Investment property

Investment properties are properties held to earn rentals and/or for capital appreciation
(including property under construction for such purposes). [nvestment properties are
measured initially at cost, including transaction costs. Subsequent to initial recognition,
investment properties are measured using the cost model less accumulated depreciation.
All of the Fund’s property interests held under leases to earn rentals or for capital
appreciation purposes are accounted for as investment properties and are measured using
the cost model approach. Depreciation is calculated on the straight-line basis and the
depreciation rate charged against the carrying amount of the investment property is based
on the useful life of the investment property. The Fund’s investment properties are
buildings whose useful life is between 5 to 50 years.

An investment property is derecognized upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from the
disposal. Any gain or loss arising on recognition of the property {(calculated as the
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difference between the net disposal proceeds and the carrying amount of the asset) is
included in profit or loss in the year in which the property is derecognized.

5.8. Leases

At inception of a contract, the Fund assess whether a contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period in exchange for consideration - i.e. the customer has the
rights to obtain substantially all of the economic benefits from using the assets and the
rights to direct the use of the asset.

As a lessee

At commencement or on modification of a contract that contains a lease component, the
Fund allocates the consideration in the contract to each lease component based on its
relative stand-alone prices.

The Fund recognizes a right-of-use asset and a lease liability at the lease commencement
date. The right-of-use asset js initially measured at cost, which comprises the initial
amount of the lease liability adjusted for any lease payments made at or before the
commencement date, plus any initial direct costs incurred and an estimate of costs to
dismantle and remove the underlying assets or to restore the underlying asset or the site
an which it is located, less any lease incentive received.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of
the underlying asset to the Fund by end of the lease term or the cost of the right-of-use
asset reflects that the Fund will exercise a purchase option. In that case, the right-of-use
asset will be depreciated over the useful life of the underlying asset, which is determined
on the same basis as those of property and equipment. In addition, the right-of-use asset
is periodically reduced by impairment losses, if any, and adjusted for certain re-
measurement of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are
not paid at the commencement date discounted using the interest rate implicit in the
lease, or if that rate cannot be readily determined, the Fund uses its incremental
borrowing rate as the discount rate.

The Fund determines its incremental borrowing rate by obtaining interest rates from
external financing sources and adjust reflect the terms of the lease and type of the asset
leased.

Lease payments included in the measurement of the lease liability comprise the following:

Fixed payments, including in-substance fixed payments;

+ Variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at the commencement date;

+ Amounts expected to be payable under a residual value guarantee; and

+ The exercise price under a purchase option that the Fund is reasonably certain to

exercise, lease payments in an optional renewal period if the Fund is reascnably.
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» certain to exercise an extension option, and penalties for early termination of a lease
unless the Fund is reasonably certain not to terminate early.

The lease liability is measured at amortized cost using the effective interest method. It is
remeasured when there is a change in future lease payments arising from a change in an
index or rate, if there is a change in the Fund's estimate of the amount expected to be
payable under a residual value guarantee, if the Fund changes its assessment of whether it
will exercise a purchase, extension or termination option or if there is a revised in-
substance fixed lease payment.

As a lessee

When the lease liability is remeasured in this way, a corresponding adjustment is made to
the carrying amount of the right-of-use asset, or is recognized in profit or loss if the
carrying amount of the right-of-use asset has been reduced to zero.

The Fund has applied judgment to determine the lease term for some lease contracts in
which it is a lessee that includes renewal options. The assessment of whether the Fund is
reasonably certain to exercise such options impacts the lease term, which may
significantly affect the amount of lease liabilities and right-of-use assets recognized.

As a lessor

At inception or on modification of a contract that contains a lease component, the Fund
allocates the consideration in the contract to each lease component on the basis of their
relative standalone prices.

When the Fund acts as a lessor, it determines at lease inception whether each lease is a
finance lease or an operating lease.

To classify each lease, the Fund makes an overall assessment of whether the lease
transfers substantially all of the risks and rewards incidental t¢ ownership of the
underlying asset. If this is the case, then the lease is a finance lease; if not, then it is an
operating lease. As part of this assessment, the Fund considers certain indicators such as
whether the lease is for the major part of the economic life of the asset.

When the Fund is an intermediate lessor, it accounts for its interests in the head lease and
the sub-lease separately. [t assesses the lease classification of a sub-lease with reference
to the right-of-use asset arising from the head lease, not with reference to the underlying
asset. If a head lease is a short-term lease to which the Fund applies the exemption
described above, then it classifies the sub-lease as an operating lease.

If an arrangement contains lease and non-lease components, then the Fund applies IFRS 15
to allocate the consideration in the contract.

The Fund applies the de-recognition and impairment requirements in IFRS 9 to the net
investment in the lease. The Fund further regularly reviews estimated unguaranteed
residual values used in calculating the gross investment in the lease.
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The Fund recognises lease payments received under operating leases as income on a
straight-line basis over the lease term as part of ‘Return on investment as rental income’.
The assets being leased out primarily consist of office spaces.

Impairment

The Fund has tested its right-of-use assets for impairment on the date of transition and
has concluded that there is no indication that the right-of-use assets are impaired since
inception of this standard.

Short-term leases and leases of low-value assets

The Fund has elected not to recognise right-of-use assets and lease liabilities for leases of
low-value assets {less than TZS 10 million} and short-term leases (less than 12 months).
The Fund recognises the lease payments asscciated with these leases as an expense on a
straight-line basis over the lease term.

5.9. Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost
less accumulated amertization and accumulated impairment losses. Internally generated
intangible assets, excluding capitalized development costs, are nect capitalized and
expenditure is charged in the profit or loss in the year in which the expenditure is
incurred.

Intangible assets are amortized over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. Amortization is
calculated on a straight-line basis over the estimated useful lives. The Fund's intangible
assets have finite useful life of 3 years.

Impairment reviews are undertaken annually or more frequently if events or changes in
circumstances indicate a potential impairment of intangible assets. The carrying value of
intangible assets as at the year-end is compared to the recoverable amount, which is the
higher of value in use and the fair value less costs to sell. Any impairment is recognized
immediately as an expense and is not subsequently reversed.

5.10. Inventories

Inventories include stocks and stores, which are stated at the lower of cost and net
realizable value. Cost is determined on a first in first out basis (FIFO). Net realizable value
represents the estimated selling price for inventories less all estimated costs of
completion and costs necessary to make the sale. Any obsolete items are provided for in
full in the year they are detected.
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5.11. Financial instruments
Financial assets
Initial recognition

On initial recognition, financial assets are classified as measured at: amertized cost, fair
value through other comprehensive income (FVOCI), or fair value through profit or loss
{FVTPL). The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial
recognition.

The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Fund’s business model for managing them.
With the exception of trade receivables that do not contain a significant financing
component or for which the Fund has applied the practical expedient, the Fund initially
measures a financial asset at its fair value plus, in the case of a financial asset not at fair
value through profit or loss, transaction costs. Trade receivables that do not contain a
significant financing component or for which the Fund has applied the practical expadient
are measured at the transaction price determined under IFRS 15.

Subsequent measurement

Financial assets are classified into the following specified categories;
+ Financial assets at amortized cost {debt instruments);
+ Financial assets at FVOCI with recycling of cumulative gains and losses
» Financial assets designated at FVOCI with no recycling of cumulative gains and losses
upon de-recognition (equity instruments); and
» Financial assets at fair value through profit or loss.

The Fund’s principal financial assets are loans receivable, investment in corporate bonds,
investment in shares, investment in Government securities, insurance revenue and other
receivables, investment in term deposits and cash and cash equivalents.

Financial assets are recognized and derecognized on trade-date where the purchase or
sale of the financial asset is under a contract whose terms require delivery of the
instrument within the timeframe established by the market concerned.

All financial assets are initially measured at amortized cost or fair value, depending on the
classification of financials assets.

Amortized cost and effective interest method

The effective interest method is a method of calculating the amortized cost of a debt
instrument and of allocating interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash receipts {including all
fees and points paid or received that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) excluding expected credit losses,
through the expected life of the debt instrument, or, where appropriate, a shorter period,
to the gross carrying amount of the debt instrument on initial recognition.
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Financial assets at amortized cost are subsequently measured using the effective interest (EIR)
method and are subject to impairment. Gains and losses are recognized in profit or loss when
the asset is derecognized, modified or impaired.

Interest income is recognized using the effective interest method for debt instruments measured
subsequently at amortized cost and at Fair Value Through Other Comprehensive Income (FVTOC[)

Cash and cash equivalents

For the purposes of the cash flows statement, cash and cash equivalents include cash on
hand, in banks and investments in money market instruments, which will mature within
three months from the date of deposit.

Impairment of financial assets

The Fund recognizes an allowance for expected credit losses (ECLs) for all debt
instruments not held at fair value through profit or loss. ECLs are based on the difference
between the contractual cash flows due in accordance with the contract and all the cash
flows that the Fund expects to receive, discounted at an approximation of the original
effective interest rate. The amount of expected credit losses is updated at each reporting
date to reflect changes in credit risk since initial recognition of the respective financial
instrument.

The Fund applies a simplified approach in calculating ECLs for trade and other receivables.
Therefore, the Fund does not track changes in credit risk, but instead recognizes a loss
allowance based on lifetime ECLs at each reporting date. The Fund has established a
provision matrix that is based on its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic environment.

The Fund considers a financial asset in default when contractual payments are 90 days
past due. However, in certain cases, the Fund may also consider a financial asset to be in
default when internal or external informaticn indicates that the Fund is unlikely to receive
the outstanding contractual amounts in full before considering any credit enhancements
held by the Fund. A financial asset is written off when there is no reasonable expectation
of recovering the contractual cash flows.

Loans investments, interest receivables, deposits with financial institutions and cash and
cash equivalents fall in this category. They are both measured at amortized cost using the
effective interest method, less any impairment. [nterest income is recognized by applying
the effective interest rate, except for short-term receivables when the effect of
discounting is immaterial.

De-recognition of financial assets

The Fund derecognizes a financial asset only when the contractual rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity. If the Fund neither transfers
nor retains substantially all the risks and rewards of ownership and continues to control
the transferred asset, the Fund recognizes its retained interest in the asset and an
associated liability for amounts it may have to pay. If the Fund retains substantially all the
risks and rewards of ownership of a transferred financial asset, the Fund continues to
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recognize the financial asset and also recognizes a collateralized borrowing for the
proceeds received.

Financial liabilities

Financial liabilities are measured subsequently at amortized cost using the effective
interest method or at FVTPL.

The Fund’s financial liabilities include trade and other payables {Value Added Tax, accruals and
provisions excluded), related party payables and borrowings. The measurement of financial
liabilities depends on their classification, as described below:

Financial liabilities at FVTPL

Financial liabilities at fair value through profit or loss include financial liabilities held for
trading and financial liabilities designated upon initial recognition as at fair value through
profit or loss. Financial liabilities are classified as held for trading if they are incurred for
the purpose of repurchasing in the near term,

Financial liabilities designated upon initial recognition at fair value through profit or loss
are designated at the initial date of recognition, and only if the criteria in [FRS 9 are
satisfied. The Fund has not designated any financial Uability as at fair value through profit
or loss,

Financial liabilities measured subsequently at amortized cost

Financial liabilities that are not contingent consideration of an acquirer in a business, hetd
for trading, or designated as at FVTPL, are measured subsequently at amortized cost using
the effective interest method.

The effective interest method is a method of calculating the amortized cost of a financial
tiability and of allocating interest expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash payments {including all fees
and peints paid or received that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) through the expected life of the
financial liability, or {where appropriate) a shorter period, to the amortized cost of a
financial liability.

Trade payables

Trade payables and other payables are obligations to pay for goods or services that have
been acquired in the ordinary course of business from suppliers. Accounts payables are
classified as current liabilities if payment is due within one year or less {or in the normal
operating cycle of the business if longer). If not, they are presented as non-current
liabilities. Trade payables are recognized initially at fair value and subsequently measured
at amortized cost using the effective interest method.

De-recognition of financial liabilities

The Fund de-recognizes financial liabilities when, and only when, the Fund’s obligations
are discharged, cancelled or they expire. The difference between the carrying amount of
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the financial liability de-recognized and the consideration paid and payable is recognized
in profit or loss.

Offset

Where a legally enforceable right of offset exists for recognized financial assets and
financial liabilities and there is an intention to settle the liability and realize the asset
simultaneously, or to settle on a net basis, all related financial effects are offset.

5.12. Provisions

Provisions are recognized when the Fund has a present legal or constructive obligation as a
result of past events and it is probable that an outflow of resources will be required to
settle the obligation, and a reliable estimate can be made of the amount of the
obligation.

5.13. Foreign currency transactions

Foreign currency transactions refer to financial transactions that involve the exchange of
one currency for another. These transactions typically occur when the Fund need to make
payments or transfers in a currency different from Tanzania shilling.

These transactions require careful accounting and reporting to ensure accurate financial
statements and compliance with relevant regulations.

i. Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary
economic environment in which the Fund operates {the “functional currency”). The
financial statements are presented in Tanzania Shitlings (TZS) which is the Fund's
functional and presentation currency, rounded to the nearest theusand (TZS'000}.

fi. Transactions and balances

Transactions in foreign currencies during the period are converted into Tanzania Shillings
at rates prevailing at the transaction dates. Monetary items denominated in foreign
currency are translated using the closing exchange rate as at the reporting date. Non-
monetary items measured at historical cost denominated in a foreign currency are
translated at the date of initial recognition. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the translation at year-end exchange
rates of monetary assets and liabilities denominated in foreign currencies are recognized
in the profit or loss.

5.14. Current and deferred tax

Current income tax is the amount of income tax payable on the taxable investment
income for the year determined in accordance with the Tanzania Income Tax Act, 2004.
The current income taxes charge is calculated on the basis of the tax enacted or
substantively enacted at the reporting date. The current applicable tax rate is 30%.
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Deferred tax is recognized, using the lability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying values in the financial
statements. Deferred tax liabilities are generally recognized for all taxable temporary
differences.

However, if the deferred tax arises from the initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit nor loss, it is not accounted for. Deferred tax is
determined using tax rates and laws that have been enacted or substantively enacted at
the reporting date and are expected to apply when the related deferred income tax
liability is settled.

A deferred tax asset is recognized only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilized. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realized.

5.15. Government Grants

Government grants are recognized in the financial statements when there is reasonable
assurance that the Fund will comply with the conditions attached to the grants and the
grants will be received as per JAS 20, Government grants are classified into two
categories: grants related to income and grants related to assets.

{a) Grants Related to Income

Government grants related to income, such as grants that compensate the Fund for
expenses incurred or losses suffered, are recognized in the income statement as other
income over the periods necessary to match the grants with the related costs that they
are intended to compensate. The grants are presented separately from other income.

{b} Grants Related to Assets

Gavernment grants related to assets, such as grants that support the acquisition or
construction of assets, are recognized initially at their fair value when there is reasonable
assurance that the Fund will comply with the conditions attached to the grant and the
grant will be received. These grants are presented as deferred income in the balance
sheet and are recognized in the income statement over the useful life of the related asset
as a credit to the depreciation expense or as a reduction of the carrying amount of the
asset.

5.16. Reserve

The Accumulated Reserve represents the cumulative surplus or deficit of the Fund arising
from its operations over the years. It includes surplus from prior periods and current
period results after considering any appropriations.

Fair value reserve comprised of gain or loss from equity investment and defined benefit
obligation.
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6. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINITIES

The preparation of the Fund's financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
reporting date. However, uncertainty about these assumptions and estimates coutd result
in outcomes that could require a material adjustment to the carrying amount of the asset
or liability affected in the future.

6.1 MATERIAL JUDGEMENTS AND ESTIMATES- INSURANCE CONTRACTS

The key assumptions concerning the future and other key sources of estimation
uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year
are discussed below. The Fund based its assumptions and estimates on parameters
available when the financial statements were prepared. Existing circumstances and
assumptions about future developments, however, may change due to market changes or
circumstances arising that are beyond the control of the Fund. Such changes are reflected
in the assumptions when they occur. The Fund disaggregates information to disclose major
portfolio namely, public employees, private employees, students insurance, Toto Afya,
health insurance bundles, special group and other groups. This disaggregation has been
determined based on how the Fund is managed.

The Fund applies the PAA to simplify the measurement of insurance contracts. When
measuring liabilities for remaining coverage.

6.1.1 Liability for Remaining Coverage
6.1.1.1 Insurance Acquisition Cash Flows

The fund is eligible and chooses to recognise insurance acquisition cash flows as an
expense immediately as incurred. This is because all insurance contracts issued have a
coverage period of one year or less.

Where groups are not eligible to recognise an expense immediately, the insurance
acquisition cash flows are allocated to related groups of insurance contracts recognized in
the statement of financial position (including those groups that wilt include insurance
contracts expected to arise from renewals). An asset for insurance acquisition cash flows
is recognized for acquisition cash flows incurred before the related group of insurance
contracts has been recognized.

The effect of electing to recognise insurance acquisition cash flows as an expense when
incurred for a group of insurance contracts is to increase the liability for remaining
coverage and reduce the likelihcod of any subsequent cnerous contract loss. There would
be an increased charge to profit or loss on incurring the expense, offset by an increase in
profit released over the coverage period.

The Fund applies judgement in determining the inputs used in the methodology to
systematically and rationally allocate insurance acquisition cash flows to groups of
insurance contracts. This includes judgements about the amounts allocated to insurance
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contracts expected to arise from renewals of existing insurance contracts in a group and
the volume of expected renewals from new contracts issued in the period.

6.1.1.2 Onerous Groups

For groups of contracts that are onerous, the liability for remaining coverage is
determined by the fulfilment cash flows. Any loss-recovery component is determined with
reference to the loss component recognized on underlying contracts.

6.1.2. Liability For Incurred {laims

IFRS 17 defines the fulfilment cash flows of an {group of} insurance contract as estimate of
future cash flows, adjustment to reflect the time value of money {discounting} and risk
Adjustment for non-financial risk

The fulfilment cash flows can be divided into Liability for Remaining Coverage (LRC} and
the Liability for Incurred Claims (LIC).

The Liability for Incurred Claims is an entity’s obligation to investigate and pay valid
claims for insured events that have already occurred, including events that have occurred
but for which claims have not been reported, and other incurred insurance expenses.”

The Liability for Incurred Claims is the liability for claims that already has incurred either
as reported claims {RBNS) or as claims that has not yet been reported (IBNR). The Liability
for Incurred Claims thus comprise of a best estimate of future cash flows.

The ultimate cost of outstanding claims is estimated by using a range of standard actuarial
claims projection techniques.

The main assumption underlying these techniques is that a Fund’s past claims
development experience can be used to project future claims development and hence
ultimate claims costs. These methods extrapolate the development of paid and incurred
losses, average costs per claim (including claims handling costs}, and claim numbers based
on the observed development of earlier years and expected loss ratios. Historical claims
development is mainly analysed by incident years, but can also be further analysed by
geographical area, as well as by significant business lines and claim types.

Large claims are usually separately addressed, either by being reserved at the face value
of loss adjuster estimates or separately projected in order to reflect their future
development. In most cases, no explicit assumptions are made regarding future rates of
claims inflation or loss ratios. Instead, the assumptions used are those implicit in the
historical claims development data on which the projections are based. Additional
qualitative judgement is used to assess the extent to which past trends may not apply in
future, (e.g., to reflect one-off occurrences, changes in external or market factors such as
public attitudes to claiming, economic conditions, levels of claims inflation, judicial
decisions and legislation, as well as internal factors such as portfolio mix, policy features
and claims handling procedures} in order to arrive at the estimated ultimate cost of
claims that present the probability weighted expected value outcome from the range of
possible outcomes, taking account of all the uncertainties involved.
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Other key circumstances affecting the reliability of assumptions include variation in
interest rates, delays in settlement and changes in foreign currency exchange rates.

6.1.3 DISCOUNT RATES

Insurance contract liabilities are calculated by discounting expected future cash flows at a
risk-free rate, plus an illiquidity premium where applicable. Risk free rates are
determined by reference to the yields of highly liquid AAA-rated sovereign securities in
the currency of the insurance contract liabilities. The illiquidity premium is determined by
reference to observable market rates.

IFRS 17 section 36 states that an entity shall adjust the estimates of future cash flows to
reflect the time value of money and the financial risks related to those cash flows. Further
section 36 states that discount rate should reflect the “characteristics of the cash flows
and the liquidity characteristics of the insurance contracts, be consistent with observable
current market prices (if any} and exclude factors that do not affect the future cash flows
of the insurance contracts”.

Furthermore, IFRS 17 section 56 allow entities to not adjust the fulfilment cash flows
under LRC/PAA for the time value of money, given that the contracts do not have a
significant financing component and that the “entity expects that the time between
providing each part of the services and the related premium due date is no more than a
year”.

Since NHIF, will use the PAA measurement for LRC and the premium is expected to be paid
no more than a year apart from the coverage period, NHIF opts not to adjust LRC for the
time value of money under PAA.

6.1.4 RISK ADJUSTMENT FOR NON-FINANCIAL RISK

The risk adjustment for non-financial risk is the compensation that the Fund requires for
bearing the uncertainty about the amount and timing of the cash flows of groups of
insurance contracts. The risk adjustment reflects an amount that an insurer would
rationally pay to remove the uncertainty that future cash flows will exceed the expected
value amount.

The Fund has estimated the risk adjustment using a confidence level {probability of
sufficiency) approach at the 85th percentile. That is, the Fund has assessed its
indifference to uncertainty for all product lines {as an indicaticn of the compensation that
it requires for bearing non-financial risk) as being equivalent to the 85th percentile
confidence level less the mean of an estimated probability distribution of the future cash
flows. The Fund has estimated the probability distribution of the future cash flows, and
the additional amount above the expected present value of future cash flows required to
meet the target percentiles.

6.2. MATERIAL JUDGEMENTS AND ESTIMATES- OTHERS

The key assumptions concerning the future and other key sources of estimation
uncertainty at the reporting sheet date, that have a significant risk of causing a material
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adjustment to the carrying amounts of assets and liabilities within the next Financial Year
are discussed below.

a) Useful life of property and equipment

The estimated useful lives, residual values and depreciation method are reviewed at the
end of each reporting pericd, with the effect of any changes in estimate accounted for on
a prospective basis.

b} Impairment of assets

The Fund assesses whether there are any indicators of impairment for all non-financial
assets at each reporting date. Non-financial assets are tested for impairment when there
are indicators that the carrying amounts may not be recoverable. When value in use
calculations are undertaken, management must estimate the expected future cash flows
from the asset or cash generating unit and choose a suitable discount rate in order to
calculate the present value of those cash flows.

¢} Calculation of expected loss allowance

When measuring expected credit losses {ECL), the Fund uses reasonable and supportable
forward-lecking information, which is based on assumptions for the future movement of
different economic drivers and how these drivers will affect each other.

Loss given default is an estimate of the loss arising on default. It is based on the
difference between the contractual cash flows due and those that the Fund would expect
to receive, considering cash flows from collateral and integral credit enhancements.

Probability of default constitutes a key input in measuring ECL. Probability of default is an
estimate of the likelihood of default over a given time horizon, the calculation of which
includes historical data, assumptions and expectations of future conditions.

d) Loans receivables

At the end of each reporting period, the Fund reviews the carrying amounts of its
receivables that mainly include loans receivables from Government institutions and
estimates the loss allowance specific te these asset classes as using the calculation of
expected loss allowance approach mentioned above.

e) Actuarial valuation of defined benefit obligation

The present value of the defined benefit pension plan is determined using actuarial
valuation. The actuarial valuation involves making assumptions about discount rates,
expected rates of return on assets, future salary increases and mortality rates. Due to the
long-term nature of these plans, such estimates are subject to significant uncertainty.

f) Taxes

The Fund is subjected to various taxes and levies by varicus Government and quasi-
Government regulatory bodies. As a rule of thumb, the Fund recognizes liabilities for the
anticipated tax /levies payable with utmost care and diligence. However, significant
judgment is usually required in the interpretation and applicability of those taxes /levies.
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Should it come to the attention of management, in one way or the other, that the initially
recorded liability was erroneous, such differences will impact on the income and liabilities
in the period in which such differences are determined.

g) Fair value measurement

The Fund measures financial instruments, such as, derivatives, and non-financial assets at
fair value at each reporting date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The fair
value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place; either in the principal market for the asset or liability, or
in the absence of a principal market, in the most advantagecus market for the asset or
liability.

The principal or the most advantageous market must be accessible by the Fund. The fair
value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in
their economic best interest. A fair value measurement of a non-financial asset considers
a market participant's ability to generate economic benefits by using the asset in its
highest and best use or by selling it te another market participant that would use the asset
in its highest and best use.

The Fund uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the fair value hierarchy, described as follows, based on
the lowest level input that is significant to the fair value measurement as a whole:

« Level 1 Quoted (unadjusted) market prices in active markets for identical assets or
liabilities;

« Level 2 Vatuation techniques for which the lowest level input that significant to the fair
value measurement is directly or indirectly observable; and

« Level 3 Valuaticn techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.

For assets and liabilities that are recognized in the financial statements on a recurring
basis, the Fund determines whether transfers have occurred between levels in the
hierarchy by re-assessing categorization (based on the lowest level input that is significant
to the fair value measurement as a whole) at the end of each reporting period.

7. RISK MANAGEMENT OBJECTIVES AND POLICIES

The Fund is exposed to a variety of financial risks, which arise out of a variety of its
activities. The Fund’s risk management policies are designed to identify and analyse these
risks, to set appropriate risk limits and controls, and to moniter the risks and adherence to
limits by means of reliable and up-to-date information systems. The Fund’s regularly
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reviews its risk management policies and systems to reflect changes in markets, products
and emerging best practice.

The Management of the Fund and the Board of Directors have overall responsibility for the
establishment and oversight of the Fund’s risk management framework. As part of its
governance structure the Board of Directors has embedded a comprehensive risk
management framework for measuring, monitoring, controlling and mitigation of the
Fund's risks. The policies are integrated in the overall management information system of
the Fund’s and supplemented by a management reporting structure.

The Audit Committee of the Board of Directors is responsible for monitoring compliance
with the Fund’s risk management policies and procedures, and review of the adequacy of
risk management framework in relation to the risks faced by the Fund. This committee is
assisted in these functions by Technical Committee of management which undertakes both
regular and ad-hoc reviews of risk management controls and procedures, the results of
which are reported to the Board.

The most important type of risks are:

+ Insurance risk;
Credit risk;
Liquidity risk;
Market risk;

The notes below provide detailed information on each of the above risks and the Fund's
objectives, policies and processes for measuring and managing risk.

7.1 INSURANCE RISK MANAGEMENT

The Fund provides health insurance schemes to the insured persons of the Fund and that it
has specific price list for all services provided to the members of the Fund. Thus, the
benefits provided to the insured members of the Fund are defined. The Fund assumes risks
of funding when it happens that the Fund’s assets are inadequate to cover the promised
medical services and that insured members will live longer in future than in the past. The
Fund has a fully-fledsed Directorate of Actuarial Services and Statistics, which in
collaboration with certified Actuaries undertake actuarial valuation for the Fund after
every three years. The valuation determines inter alia the funding options for the
sustainability of the Fund.

7.1.1 Insurance contracts

The objective of the Fund is to ensure that sufficient reserves are available to cover the
liabilities associated with these insurance contracts that it issues. The risk exposure is
mitigated by diversification across the portfolios of insurance contracts. The variability of
risks is also improved by careful selection and implementation of underwriting strategy
guidelines. Furthermore, strict claim review policies to assess all new and ongoing claims,
regular detailed review of claims handling procedures and frequent investigation of
possible fraudulent claims are established to reduce the risk exposure of the Fund. The
Fund further enforces a policy of actively managing and promptly settling claims, in order
to reduce its exposure to unpredictable future developments that can negatively impact
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the business. Inflation risk is mitigated by taking expected inflation into account when
estimating insurance contract liabilities and pricing appropriately.

The following tables show the concentration of net insurance contract liabilities by type of

contract.

Insurance contracts

2023/24 TZ5'000

Public Employees (Inc Councilors)
Private Employees

Student insurance

Health Insurance bundles

Special group

Toto Afva

Others

Total insurance contracts issued

Insurance contracts
2022/23 TZ5'000

Public Employees {Inc Councilors)

Private Employees

Student insurance

Health insurance bundles

Special group

Toto Afya

Others

Total insurance contracts issued

Insurance contracts

2022

Public Employees {Inc Councilors)
Private Employees

Student insurance

Health Insurance bundles

Special group

Toto Afya

QOthers

Total insurance contracts issued

7.1.2 Sensitivities

Assets Liabilities Net
(22,180,220 - (22,180,220)
. 20,939,487 20,939,487
27,743,603 27,743,603

73,238,831 73,238,831

18,196,168 18,196,168

10,817,465 10,817,465

: 1,724,416 1,724,416
(22,180,220} 152,659,970 130,479,750
Assets Liabilities Net
123,571,748 123,571,748

39,845,052 39,845,052

28,398,856 28,398,856

37,711,799 37,711,799

12,900,689 12,900,689

19,283,002 19,283,002

2,496,411 2,496,411

264,207,557 264,207,557

Assets Liabilities Net

. 75,716,82¢% 75,716,829
24,517,614 24,517,614

18,965,567 18,965,567

21,684,265 21,684,265

7,040,060 7,040,060

16,362,874 16,362,874

2,457,816 2,457.816

166,745,025 166,745,025

The liability for incurred claims is sensitive to the key assumptions in the table below. It
has not been possible to quantify the sensitivity of certain assumptions such as legislative
changes or uncertainty in the estimation process.

The following sensitivity analysis shows the impact on gross and net liabilities, profit
before tax and equity for reasonably possible movements in key assumptions with all other

assumptions held constant.

The correlation of assumptions will have a significant effect in determining the ultimate
impacts, but to demonstrate the impact due tc changes in each assumption, assumptions
have been changed on an individual basis. It should be noted that movements in these
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assumptions are non-linear. The method used for deriving sensitivity information and
significant assumptions did not change from the previous period.

In TZS "000"
Change in
assumptions
Average claim cost +5%
Inflation rate +1%
in TZS "000"
Change in
assumptions
Average claim cost +3%
Inflation rate +1%

7.1.3 Claims development table

2024
Impact on
Impact on Gross profit
Liabilities before tax
8,108,963 6,048,323
1,621,793 1,209,665

2023
impact on
Impact on Gross profit
Liabilities before tax
10,171,870 11,416,166
2,034,374 2,283,233

Impact on
equity
4,233,826
846,765

Impact on

equity
7,991,316
1,598,263

The following tables show the estimates of cumulative incurred claims, including both
claims notified and 1BNR for each successive year at each reporting date, together with

cumulative payments to date.

As required by IFRS 17, in setting claims provisions, the Fund gives consideration to the
probability and magnitude of future experience being more adverse than assumed which is
reflected in the risk adjustment. In general, the uncertainty associated with the ultimate
cost of settling claims is greatest when the claim is at an early stage of development. As
claims develop, the ultimate cost of claims becomes more certain.

The Fund has not disclosed previously unpublished information about claims development
that occurred earlier than three years before the end of the annual reperting period in

which it first applies IFRS 17.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)
7. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

7.1.3 Claims development table (Continued)

CLAIM DEVELOPMENT TABLE

TZ5 "000"

Accident Year 2022 2023 2024 Total
At end of accident year 178,435,581 203,437,406 411,973,913

One year later 173,080,262 212,680,786

Gross estimates of the
undiscounted amount of the

claim 173,080,262 212,680,786 411,973,913 797,734,960
Cumulative payments:

At end of accident year {139%,813,869) (172,922,994) (251,109,987}

Qne year later {173,080,262) (211,365,443}

Cumulative payments to

date (173,080,262) (211,365,443} (251,109,987} (635,555,691}

Gross undiscounted

liabilities for

incurred claims 1,315,343 160,863,926 162,179,269
Effect of discounting -
Total gross liabilities for

incurred claims 162,179,269
Expected
present value
of future cash Risk
flow adjustment Total
Total gross liabilities for o
incurred
claims 162,179,269 2,919,227 165,098,496

The Fund has elected to use the practical expedient for transition in IFRS 17.C28 to not disclose
previously unpublished information about its claims development that occurred earlier than five
years before the end of the annual reporting period in which it first applies IFRS 17.

7.2 CREDIT RISK

Credit risk is the risk that the counterpart to any financial transaction may not be able to
fulfil its obligation on due date. The Fund’s principal financial assets are investment in
Government securities, loans to government institutions, investment in term deposits and
investment in shares. To minimize credit risk the Fund has set limits on different
categories of investments; the Fund has also set exposure limits for each bank where it
makes placements of funds. To address lending risk the Fund requires guarantees from top
rated banks or the Government for credits other than, credits to well establish employer-
based Savings and Credit Societies (SACCOS). On equity, the Fund mitigates risks by
investing in well-established markets particularly in listed shares at the Dar es Salaam
Stock Exchange. In granting loans, the Fund carries out in-depth credit analysis of the
project to establish viability.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

7. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

7.2 CREDIT RISK {CONTINUED)

The amount that best represents the Fund’s maximum expesure to credit risk as at 30 June 2024

is as follows:

(i1} Credit risk management

12 month  Internal Gross
or lifetime Credit Carrying
ECL Rating Amount
TZS “000"
Investment in Government 12-month
Security ECL Performing HBOO5SAIES
Lifetime Non-
Loan Receivable ECL perforiming 20010r 0
Lifetime Non-
QOther Loans Receivables ECL performing 34,409,122
12-menth  Non-
Investment in Term Deposits  ECL performing 32201
Lifetime Nor-
Other receivables ECL performing 26,648,640
12-month
Cash & Bank balances ECL Performing 31,213,818

651,976,632

Loss
Allowance
TZS "000"

{28,283,593)
(3,059,873)
(21,918,6%0)

(2,119,108}

(55,381,264)

The amount that best represent the Fund's maximum exposure to credit risk

2023 is as follows:

12 month Internal Gross
or lifetime  Credit Carrying
ECL Rating Amount
TZS "000"
Investment in Government 12-month
Security ECL Performing 190,649,507
Lifetime Non-
Loan Receivable ECL. Performing 235,758,784
Lifetime Non-
Cther Loans Receivables ECL Performing 44,096,676
12-month Non-
Investment in Term Deposits  ECL Performing 211,717,481
Lifetime Non-
Cther receivables ECL Performing 18,803,199
12-manth
Cash & Bank balances ECL Performing 66,883,172

767,908,819

Controdler and Auditor General

Loss
Allowance
TZS "000"

(28,283,593}
{3,581,373)
(22,075,632}

{2,119,108)

(56,059,706)

AR/PA/NHIF/2023/24

Net Carrying
Amount

TZs 000"
180,059,133
180,033,025
31,349,249
149,410,611
24,529,532
31,213,818

596,595,368

as at 30 June

Net Carrying
Amount

TZS 000"
190,649,507
207,475,191
40,515,303
189,641,849
16,684,041
66,883,172

711,849,113
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 {CONTINUED)
7. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

7.2 CREDIT RISK {CONTINUED)

The amount that best represent the Fund's maximum exposure to credit risk as at 30 June

2021 is as follows:

12 month
ar lifetime
ECL
Investment in Government 1Z2-month
Security ECL
Investment in Corporate 12-month
Bond ECL
Lifetime
Loan Receivable ECL
Lifetime
Other Loans Receivables ECL
12-month
Investment in Term Deposits  ECL
Lifetime
Other receivables ECL
12-month
Cash & Bank balances ECL

Movement in Expected Credit Losses

2024

investment in Government Security
Loan Receivable

Qther Loans Receivables
Investment in Term Deposits

Other receivables

Cash & Bank balances

2023

Investment in Government Security
Loan Receivable

Other Loans Receivables
Investment in Term Deposits

Other receivables

Cash & Bank balances

Controller and Auditor General

Internal
Credit
Rating

Performing

performing
Non-
performing
Non-
performing
Non-
performing
Non-
performing

Performing

Gross
Carrying
Amount
TZS "0Q0"
282,534,118
1,003,837
232,861,683
40,971,661
276,001,303
38,885,734

12,909,070

Loss
Allowance
TZS "000”

(4,830,000}
(2,121,412}
(21,578,095}

(2,231,088)

879,167,406 (30,760,595)

Charge/(reiease)

1 July
TZS "000"

28,283,593
3,581,373
22,075,632
2,119,108

36,059,706

1 July
TZS "000"

4,830,000
2,121,412
21,578,095
2,231,088

30,760,595

for the year
TZ5 000"

(521,500}
(156,942)

(678,442)

Charge/(release}

for the year
TZS "000"

23,453,593
1,459,961
497,537
(111,980)

23,299,111

AR/PA/NHIF/2023/24

Net Carrying
Amount

TZS "000"
282,534,118
1,003,837
228,031,683
38,850,249
248,423,208
36,654,646
12,909,070

848,406,811

30 June
TS “000"

28,283,593
3,059,873
21,918,690
2,119,108

553,381,264

30 June
TZS "6O0"

28,283,593
3,581,373
22,075,632
2,119,108

96,059,706
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

7. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

7.2 CREDIT RISK (CONTINUED)

2022

Investrment in Government Security
Loan Receivable

Other Loans Receivables
Investment in Term Deposits

Gther receivables

Cash & Bank batances

Charge/(release)

1 July

TZs 000"

4,830,000
2,691,567

20,692,974

3,955,724

32,170,265

for the year

TZS "000"

570,155
885,121
1,724,636

1,409,670

30 June
TZS "000"

4,830,000
2,121,412
21,578,095
2,231,088

30,760,595

Maturity profile of non-derivative financial liabilities based on the contractual cash flows,

“undiscounted” is as follows:

As at 30 June 2024
Non-Derivative financial [iabilities
Insurance contract liabilities
Accruals and other payables

Lease liability

As at 30 June 2023
Non-Derivative financial Habilities
Insurance contract liabilities
Accruals and other payables

Lease liability

As at 30 June 2022
Non-Derivative financial liabilities
Insurance contract liabilities
Accruals and other payables

CHF matching fund payable

Lease liability

7.3 MARKET RISK

Carrying
amount
TZ5'000

130,479,750
77,977,437
1,488,959
209,946,146

264,207,557
93,898,396
2,266,146
360,372,099

166,745,025
98,092,661
298,646
1,837,430
266,973,762

Contractual
Cash flows

TIS'000

130,479,750
77,977,437
1,488,959
209,946,146

264,207,557
93,898,396
2,266,146
360,372,099

166,745,025
98,092,661
298,646
1,837,430
266,973,762

Within 1 year
TZS000

130,479,750
77,977,437
1,036,046
209,493,233

264,207,557
93,898,396
1,246,241
359,352,194

166,745,025
98,092,661
298,646
1,041,953
266,178,285

1 year and
above

TZS'000

452,913
452,913

1,019,905
1,019,905

795,477
795,477

Market risks is the risk that changes in market prices, such as interest rate, equity prices
and foreign exchange rates will affect the Fund’s income or the value of its holdings of
financial instruments. The Fund is exposed to market risk in its long-term investments in
fixed income assets resulting from movement in interest rates. The Fund is also exposed to

market risk in equities as a result of movernent in market prices.
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a)

a)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)
7. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

7.3 MARKET RISK {CONTINUED)
Interest rate risk

The Fund holds significant fixed income securities and therefore subjected to exposure to
fair value interest rate risk due to fluctuations in the prevailing levels of market interest
rates. The Fund mitigates the risks by investing in safe but high yielding investments. The
Fund’s management monitors the sensitivity of reported interest rate movements on a
monthly basis by assessing the expected changes in the different portfolios due to a
parallel movement of plus 2 percentage points in all yield curves of financial assets and
financial liabilities.

7.4 LIQUIDITY RISK

Liquidity risk is the risk of failing to meet obligations when they fall due. The risk arises
when proceeds from the Fund’s financial assets are not sufficient to fund the obligations
arising from insurance policies as they fall due. The Fund manage liquidity risk by
maintaining a pool of short term placements with banks which is adequate to meet its
obligations for benefit payments as well as investment commitment and administrative
expenses. The Fund carries out monthly cash flow projection, which s discussed by
Investment committee for placement/investment decisions.

The Fund ensures that it has sufficient cash on demand to meet expected operational
expenses, including the servicing of financial obligations; this excludes the potential
impact of extreme circumstances that cannot reasonably be predicted. All liquidity
policies and procedures are subject tc review and approval by the Fund’s board of
directors.

The Fund’s sources of funds include monthly insurance revenue from its contributing
members and government employees. Other sources are investment income and other
income.

As of 30th June 2024, the Fund had investments of TZS 180.06 billion in government
securities and TZS 149.41 billion in term deposits. A 1% increase/decrgase in interest
yields would result in additional surplus/loss for the period by TZ$S 1,795,537,000 and
equity by TZS 1,256,875,600 (2023: TZS 2,119,48%9,000 and TZS 1,483,642,300).

Price risk

The Fund is exposed to equity securities price risks because of its investments in shares
which are valued at fair value and therefore susceptible to market price fluctuations. To
manage its price risk arising from investments in equity, the Fund invests in a diverse
portfolio. The equity holdings are diversified across companies in different sectors of the
economy and concentration in one company are limited by parameters established by
Management {Investment policy of the Fund). All quoted shares held by the Fund are
traded on the Dar es Salaam Stock Exchange (DSE) and are classified as FVOCI. A 2%
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sensitivity analysis is performed by the Fund's management. A 2% increase or decrease in
the DSE prices at the reporting date would have increased or decrease the fair values of
assets to TZS 158.26 billion (2023: TZS 154.58 billion), compared to the reported fair value
of TZS 154.49 billion at 30th June 2024 {(2023: TZS 150.71 billion).

b) Currency risk

Foreign exchange currency risk is the risk that the fair value of future cash flows of
financial instruments will fluctuate because of changes in fereign exchange rates. The
Fund’s financial assets and liabilities are primarily denominated in Tanzania Shillings,
which is the Fund’s transaction and presentation currency, which mitigate the foreign
currency exchange rate risk. The Fund do not have significant financial instruments that
are denominated in foreign currency.

<) Operational risk

Operational risks refer to the risks when processes of contributions collection and
provider’s benefit payment obligations are impaired. The Fund has identified integrity of
ICT system, staff behaviour, adverse selection in member’s recruitment and fraud to be
key areas of risks that may affects its operations. In addressing the related risks, the Fund
has carries out regular preventive and detective antifraud activities internally and
externally also enhancing system controls to suit the predetermined member enrolment
and service access requirements. Staff awareness on integrity matters has been a
permanent agenda in every staff training and conference sessions te imbued required
culture and for ensuring the interest of the Fund is safeguarded collectively. The Fund has
been conducting various stakeholders’ awareness programs through private and public
media platform as a strategy of minimizing operational risks that relates to attitude,
behaviours, perceptions and deeds of stakeholders.

8. ACCOUNTING CLASSIFICATION AND FAIR VALUE MEASUREMENT OF FINANCIAL
ASSETS & LIABILITIES

IFRS 13 requires the Fund to classify fair value measurements using a fair value hierarchy
that reflects the significance of the inputs used in making the measurements. The Fund
specifies a hierarchy of valuation techniques based on whether the inputs to those
valuation techniques are cbservable or uncbservable. Observable inputs reflect market
data cbtained from independent sources; unobservabte inputs reflect the Fund’'s market
assumptions. These two types of inputs have created the following fair value hierarchy;

30 June 2024

Level 1 Lever 2 tevel 3 Total
Financial Assets TZS'000 TZ5000 TI5'000 TZS000
Investment in shares 105,753,527 48,740,958 154,494,485
105,753,527 - 48,740,958 154,494,485

30 June 2023
Level 1 Lever 2 Ltevel 3 Total
Financial Assets TZS00C TZ5000 TZS000 TISO00
Investment in shares 101,972,374 - 48,740,958 150,713,332
101,972,374 - 48,740,958 150,713,332
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30 June 2022

Level 1 Lever 2 Level 3 Total

Financial Assets TZ5000 TZS000 TZ5'000 TIS000
Investment in shares 99,605,829 - 51,035,729 150,641,557
99,605,829 = 51,035,729 150,641,557

Valuation technigue used for level 3 are summarized in the table below:

Level 3 Valuation Technique
2023724 2022/23

Azania Bank Limited Price to book value  Price to book value

Watumishi Housing Company Real Net Asset Value Net Asset Value

Estate Investment Trust

Watumishi Housing Company Limited Net Asset Value Net Asset Value
Type of financial Fair values at 30 Significant Fair value measurement
instrument June 2024 uncbservable input  sensitivity to unobservable

TZS 000 inputs

Unlisted equity 48,740,958 (2023: Specific discount of The estimated fair value would

investment 51,035,729} 10% and liquidity increase or ({decrease) if the

discount of 15% on discount rates are lower {higher}
the equity value,

The following table shows financial assets and liabilities not measured at fair value. The
carrying value of these financial assets and [iabilities are reasonable approximation of fair
value due to their short-term nature.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

8. ACCOUNTING CLASSIFICATION AND FAIR VALUE MEASUREMENT OF FINANCIAL ASSETS &

LIABILITIES (CONTINUED)

Financial Assets at

30 June 2024

Investment in Government Securities
Leans receivables

Other loans receivable

Investments in term deposit

Other receivables

Cash and bank balances

Other financial

Financial Liabilities
Insurance Contract liability
Accruals and other payables

30 June 2023

Investment in Government Securities
Investment in Corporate bonds
Loans receivables

Other loans receivable

Investments in term deposit

Qther receivables

Cash and bank balances

Financial Liabilities
Insurance Contract liability
Accruals and other payables

30 June 2022

Investment in Government Securities
Investment in Corporate bonds
L.oans receivables

Other loans receivable

Investments in term deposit

Other recefvables

Cash and bank balances

Financial Liabilities
Insurance Contract liability
Accruals and other payables

amortised cost liabilities Total
TZS 000 TZS '000 TZS ‘000
180,059,133 : -
204,019,124 -
31,349,249 3
149,410,611 -
24,529,532
31,113,818 .
620,581,467 . -
130,479,750
77,977,437
s 208,457,187
190,649,507 .
207,475,191 .
40,51%,304 .
189,641,848 :
16,684,091 .
66,883,172 —_- *
711,849,113 . a
264,207,557
. 93,898,396
358,105,953 —
282,534,118
1,003,837
228,031,684
38,850,249
248,423,209
36,654,646
12,509,070
848 406,813 .
- 166,745,025
98,092,661
264,837,686
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

9. CASH AND BANK BALANCES

2023/24 2022/23 2021/22
Cash and bank balances TZS 000 TZS '000 TZS '000
Bank balances 31,213,818 66,883,172 12,908,503
Cash at hand - - 567
31,213,818 66,883,172 12,309,070
Cash at bank agree to amount as per bank statement.
10. INVESTMENT IN CALL AND TERM DEPOSITS
(a). INVESTMENT IN CALL DEPOSITS
2023/24 2022/23 2021/22
TZS 000 TZS '000 TZS 000
Call deposits 15.303!187 40,596,336 28,241,317
15,303,187 40,596,336 28,241,317

Call deposits are short terms deposits that are available for withdraw at any time and has been
classified as cash and cash equivalent in the statement of cash flows.

{b). INVESTMENT IN TERM DEPOSITS

2023/24

TZS '000

Maturing within 3 months 89,324,855
Maturing between 3 months to 1 year 66,701,259
Less: Expected Credit Loss Provision 121,918,690}
134,107,424

2022/23
TZS '000

63,116,166
108,004,979
(22,075,632)
149,045,513

2022/22
TZ5'000

85,574,170
155,785,817
(21,578,095)

220,181,892

Deposits with banks are categorized and measured at amortized cost. The weighted average
effective interest rate on deposits with banks as at 30 June 2024 is 8.7% (2023: 9.6%)
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

11. INVESTMENT IN SHARES

2023/24 2022/23 2021/22
TZS 000 TZS '000 TZS 000
Listed equity investment”* 105,753,527 101,972,374 99,605,828
Unlisted equity investment** 48,740,958 48,740,958 51,035,729
154,494,485 150,713,332 150,641,557
Movement in investment in shares:
At 1 July 150,713,332 150,641,557 148,611,350
Fair value gain 3,781,153 71,775 2,030,207
At 30 June 154,494,485 150,713,332 150,641,557
Listed equity investment*
Tanzania Portland Cement Company
Limited 1,037,394 1,012,092 941,246
NMB Bank Plc 4,476,919 2,996,092 2,686,151
CRDB Bank Plc 16,660,822 15,058,819 12,816,016
Tanzania Breweries Limited 52,912,633 52,912,633 52,912,633
Mwalimu Commercial Bank Plc 3,100,000 3,200,000 3,950,000
DCB Commercial Bank Plc 660,000 840,000 1,140,000
Vodacom Tanzania Plc 18,075,750 18,075,750 18,075,750
Unit Trust of Tanzania 8,830,009 7,876,988 7,084,032
105,753,527 101,972,374 99,605,828
Unlisted equity investment**
Watumishi Housing Company 226,000 226,000 388,265
Watumishi Housing Company Real Estate
Investment Trust 12,596,763 12,596,748 12,274,584
Azania Bank Ltd 35,918,195 35,918,210 38,372,880
48,740,958 48,740,958 51,035,729
Total 154,494 485 150,713,332 130,641,557

The movement of investments in listed shares during the period of TZS 3.78 billion relates
to a fair value gain during the period. There was no movement of value for unlisted
shares. Hence a fair value gain of investments in shares of TZS 3.78 billion is a result of
investment in listed shares.

Investment in Watumishi Housing Company was made in response to the Government's
inftiative in accordance with the directive by the office of the President of the United
Republic of Tanzania of June 2012. The directive required all social security schemes and
the National Housing Corporation (NHC) to form an independent Unit Trust Company by
contributing a certain sum of money for land acquisition and housing constructions project
in all regions of Tanzania. These houses will later be sold at afferdable prices to public
servants. The company is expected to go public after attaining its initial targets.

Shares in the company are transferable. The Fund’s share of holding in the Watumishi
Housing Company is approximately 23% with no control over the company.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

11. INVESTMENT IN SHARES (CONTINUED}

The Fund uses the net assets valuation methodelogy in determining the fair value of
unlisted equity investment. The methodeology requires the use of estimates and significant
judgements on uncbservable inputs such as discount rate, inflation rates, gross domestic
products (GDP) forecasts, cash flow forecasts, future expenditure costs.

12. INVESTMENT IN GOVERNMENT SECURITIES

2023/24 2022/23 2021/22
TZS 000 TZS '000 TZS '000
Treasury bonds - non-current 135,837,083 179,618,760 188,048,275
Treasury bonds - Current 44,222,050 11,030,747 94,485,843
180,059,133 190,649,507 282,534,118
Movement during the year:
Cost of Bonds 167,501,841 177,502,284 257,608,211
Amortized cost 12,557,292 13,147,223 24,925,907
180,059,133 190,649,507 282,534,118
As at 1 July 190,649,507 282,534,118 372,163,624
Receipt from matured government security {10,737,000) (94,592,000} (87,272,622}
Interest earned during the period 23,318,106 29,895,236 36,994,113
Interest received during the period ~ {23,171,480) (27,187,847} (39,350,997}
As at 30 June 180,059, 133 190,649,507 282,534, 118
The maturity analysis of treasury bonds is
as follows
Maturing within 12 months 44,222,050 11,030,747 94,485,843
Maturing after one year but within 2 years 28,583,953 54,531,293 10,854,157
Maturing after 2 years but within 5 years 30,940,922 42,286,447 70,413,142
Maturing after 5 years but within 10 years 37,010,527 47,135,226 30,740,292
Maturing after 10 years 39,301,681 40,665,794 76,040,684
180,059,133 190,649 507 182,534 118
13. INVESTMENT IN CORPORATE BOND
Tanzania Mortgage Refinance Company
Limited {TMRC) e 1,003,837
1,003,837
Movement during the year
Cost of Bond 1,000,000
Amortized cost 3,837
- 1,003,837
The maturity analysis of Corporate bonds is as follows;
Maturing within 12 months 1,003,837
Maturing after one year but within 2 years .
Maturing after 2 years but within 5 years . _ .
Total - - 1,003,837
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

13. INVESTMENT [N CORPORATE BOND {CONTINUED)

The Fund acquired corporate bonds issued by Tanzania Mortgage Refinance Company Limited
{TMRC}, at 11.79% interest per annum. The investment matured on 30 June 2023 and the total
amount received.

14(a) INSURANCE CONTRACT ASSETS

The breakdown of groups of insurance contracts issued, that are in an asset position and those in
a liability position is set out in the table below.

Insurance contracts

2023/24 TZS'000 TZS'000
Public Employees {Inc Councilors} 22,180,220
Total insurance contracts issued 22, 180,222

Insurance contracts

2022/23 TZS'000

Public Employees {Inc Councilors}
Total insurance contracts issued

Insurance contracts

2022

Public Employees {Inc Councilors}
Total insurance contracts issued

14(b) INSURANCE CONTRACT LIABILITIES

Insurance contracts

2023/24 TI5'000

Public Employees {Inc Councilors} -
Private Employees 20,939,487
Student insurance 27,743,603
Health Insurance bundles 73,238,831
Special group 18,196,168
Toto Afya 10,817,465
Others 1,724,416
Total insurance contracts issued 132,659,970

Insurance contracts

2022/23 TI5'000

Public Employees {Inc Councilors} 123,571,748
Private Employees 39,843,052
Student insurance 28,398,856
Health Insurance bundles 37,711,799
Special group 12,900,689
Toto Afya 19,283,002
Others 2,496,411
Totaf insurance contracts issued 264,207,557
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 {CONTINUED)

14({b) INSURANCE CONTRACT LIABILITIES {CONTINUED}

Insurance contracts

2021/22 TZS'000 Net
Public Employees (Inc Councilors} 75,716,829
Private Employees 24,517,614
Student insurance 18,965,567
Health insurance bundles 21,684,265
Special group 7,040,060
Toto Afya 16,362,874
Cthers 2,457,816
Total insurance contracts issued 166,745,023
*More details are shown in note 39
14(c) OTHER RECEIVABLES
2023/24 2022/23 2021722
TZS 000 TZS'000 TZ5 '000
Staff advances 45,622 42,179 189,383
Prepayments 1,250,744 907,258 1,543,940
Turmaini la Mama Project 2,119,108 2,119,108 2,231,088
Withholding tax receivable 864,822 634,487 1,618,699
Fraud recovery 3,226,684 4,498,193 2,526,078
Claims verification receivable 771,292 580,315 1,075,411
Rent receivables 316,925 484 630 766,951
Supplementary receivable* 16,824,096 8,886,469 6,865,197
Other debtors 166,207 571,511 96,117
Dividend receivables 1,017,675 : 36,754
Claims advances 45,465 79,049 21,936,116
26,648,640 18,803,199 38,885,734
Less: Bad debt provision- Tumnaini la Mama = =
Project (2,119,108) (2,119,108} (2,231,088}
Total accrual and other receivables 24,529,532 16,684,091 36,654 646
* This is a receivable from customers who received non-standard services that are
not covered by NHIF.
14{d} Receipts from insurance contracts
Receipts from insurance contracts during the period 2023/24 2022/23
TZS 000 TZ5 ‘000
Contribution receivable as at 1 July 42,569,536 50,845,093
Contribution invoices issued during the year 698,323,086 633,508,831
Contribution receivable as at 30 June (73,370,716} {42,569,536)
Receipts from insurance contracts during the period 667,521,506 641,784,388
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

15. LOANS RECEIVABLE

(i) LOAN TO THE GOVERNMENT INSTITUTION

2023724
Current TZ5 '000
Ministry of Home affairs 45,445,479
Benjamin Mkapa Hospital 129,351,401
Muhimbili Orthopedic Institute 16,190,057
National Identification Authority 17,329,681

208,316,618
Less: allowance for doubtful penalty

receivable* (28,283,593)

2022/23
TZS ‘000
45,445,479
129,351,401
16,190,057
17,329,681

2021/22
TZS ‘000
45,445,479
129,351,401
18,164,741
17,329,681

208,316,618

(28,282,593}

210,291,302

{4,830,000}

Net Government Loans 180,033,025

* This relates to interest on loan to Government Institutions amounting to TZS 28.28 billion that

180,033,025

was not confirmed as receivable, hence impaired (2023: TZS 28.28 billion}.

2023/24
TZS "000
(ii} LOAN TO HEALTH FACILITIES
Current
Medical equipment loans 3,767,323
Facility improvements loans 2,345,159
6,112,482
Non- current
Medical equipment loans 2,497,702
Facility improvements loans 15,375,915
17,873,617
Total facilities loans 23,986,099

2022/23
TZ5 '000

4,407,133
2,465,960

6,873,093

3,505,741

17,063,332
20,569,073
27,442,166

205,461,302

2021/22
TZS '000

1,811,408
2,467,127
4,278,535

423,956
17,867,890
18,291,846
22,570,381

The loans given to Government [nstitutions are guaranteed and supposed to be repaid by
the Government through the Ministry of Finance and Planning. The interest rate ranges
from 13.5% to 14.5%. The government through the Ministry of Finance promised to repay
these loans in the financial year ending 30 June 2025. Hence classified as current asset in

the statement of financial position.

Medical equipment and facitity improvement loans were given to the various accredited
health providers buying various equipment and improving the health centres for better
health services. The loans have interest rates ranging from 8% - 10%. The guarantee for
these loans is the equipment bought or improved facility. The loans are repayable through
the agreed amount which is deducted on maonthly basis through the benefit payables

{claims) submitted by the accredited health provider.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 {CONTINUED)

16. OTHER LOANS RECEIVABLE (CONTINUED)

2023/24 2022/23 2021722
TZS 000 TZS '000 TZS '000
Staff loan 34,409,122 44,096,676 40,971,661
Less: Expected Credit loss provision {3,059,873) {3,581,373) {2,121,412)
31,349,249 40,515,303 38,850.249'
Classification of other loan receivable:
Receivable within 12 months 7,749,364 9,155,963 9,630,492
Receivable in more than 12 months 23,599 885 31,359,340 29,219,757
31,349,249 40,515,303 38,850,249
Movement of other loans receivables
At 1 July 44,096,677 40,971,681 38,517,323
Loans disbursed during the year . 14,223,822 11,331,421
Accrued interest . 425,712 -
Loans repaid during the year (9,687,555} (11,524,519) (8,877,083)
34,409,122 44,096,676 40,971,661
Less: Expected credit loss provision {3,059,873) (3,581,373) (2,121,412)
31,349,249 40,515,303 38,850,249

Types of loans issued to staff are housing loans, transport facility loans, training loans, ICT
loans, domestic appliance loans and salary advance. The interest rate for all types of loans
mentioned, except training loans, is 3% which is payable on monthly basis.

Housing loans and transport facility loans are limited to TZS 150,000,000. ICT Loans and
Domestic appliance loans are limited to four times the basic salary, training loans is
limited to cost associated with particular training, and salary advance is limited to three
times the basic salary and should be paid within the Financial Year.

Regardless of the number of loans staff has, one third of the staff salary must be retained.
The repayment period for housing loans is ten {10} years, ICT loans and Domestic
appliance loans is three (3} years, Transport facility loans is six (6) years and training loans
is six (6) years. Securities for staff housing loans are title deed and securities for transport
loans are vehicles registration cards. NHIF SACCOS is an independent arrangement of the
Fund to assist members. The membership to the SACCOS is not mandatory. SACCOS may
request loans from the Fund for servicing credits to its members, where the Fund earn
principle plus interest from loans issued to NHIF SACCOS.

The carrying values of these loans receivable from Staff are reascnable approximation of
fair value.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 {CONTINUED}

17. INVENTORY

2023/24
Item TZS'000
Stationery 225,034
{leaningk Sanitation Materials .
Printed Matters 305,297
ICT Consumables 4,353,222
Other Consumables 292
Tetal Inventory 4,883,845

2022/23
TZ5'000
229,892

459,598
510,429
439
1,200,358

2021/22
TZS'000
255,088
563
924,133
3,737,529
14,483
4,931,796

Total inventaries (consumables} amounting to TZS 92.47 million (2023: TZS 4.48 billion) were

expensed during the period.

18. INVESTMENT PROPERTY

2023/24 2022/23 2021/22
Cost TZS'000 TZ$'000 TZS'000
At 01 July 472,313 472,313 745,287
Additions - . .
Reclassification - . (272,974}
At end of the period 472,313 472,313 472,313
Depreciation
At 01 July 50,324 40,259 30,194
Charge for the year 10,062 10,065 10,065
At end of the period 60,386 50,324 40,259
Carrying amount
At 30 June 411,927 421,989 432,054
19. INTANGIBLE ASSETS

2023/24 2022/23 2021/22

TZS "000 TZS ‘000 TZS "000
Cost
At start of year 2,082,130 2,082,130 2,082,130
Disposal (337,134) . .
At end of year 1,744,996 2,082,130 2,082,130
Amortization
At start of year 2,052,419 2,052,419 2,052,419
Charge for the year - . -
Elimination from disposal {337,134} . .
At end of year 1,715,285 2,052,419 2,052,419
Carrying amount at 30 June 29,711 29,711 29,711

The intangible assets disclosed above is the residual value of computer software. During the

period under review, TZS 337.13 million was eliminated as accumulated amortization.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

20. LEASES

(a) Right of use assets

Cost

Asat 1 Jul
Re-measurement
Addition

As the end of the period

Accumulated depreciation
As at 1 Jul
Re-measurement
Depreciation charge

As the end of the period

Carrying amount at 30 June
(b) Lease liability

Lease Liability
As at 1 Jul
Re-measurement
Addition
Repayments
Finance cost

As at 30 June

Payments in the next 12 months
Payments in more than 12 months

Controller and Auditor General

2023/24 2022/23 2021/22
TZS' 000 TZS' 000 TZ$' 000
6,675,424 4,945,412 4,586,557
. (64,902) (23,270)
223,230 1,794,914 382,125
6,898,654 6,675,424 4,945,412
4,592,359 3,495,987 2,261,948
: : 8,037
1,062,523 1,096,372 1,226,002
5,654,882 4,592,359 3,495,987
1,243,772 2,083,065 1,449,425
2,266,147 1,837,429 2,297,730
1,248 (309,079) (28,930)
204,752 1,794,914 382,125
(1,240,868) (1,246,241}  {1,041,953)
257,680 189,124 228,458
1,488,959 2,266,147 1,837,430
1,036,046 1,246,241 1,041,953
452,913 1,019,906 795,477
1,488,959 2,266 147 1,837,430
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22 {c) ACCRUALS AND OTHER PAYABLES

Account Description
Other creditors
Creditors - Goods & Services

Creditors - Benefit payable retiree and supplementary

WCF Claims Deposit

Accruals - Admin Expenditure

Fraud Creditors

Supplementary contributions payable

VAT PAYABLE

Insurance premium on Staff Loans

Tax fiability - Audit

Public Service Social Security Fund {(P555F)
PAYE - Payrcll only

TUGHE Rambirambi Contribution

MSD medical deductions payable

Tax benefit in kind {Loan tax)

Skills Devetopment Levey (5DL}

Rent Deposit (Received in Advance)

PAYE {Pay As You Earn)

Withhotding Tax - Payable

Suppliers Retention Money

Staff Creditors

Higher Education Students Loan Board (HESLB)

Gratuity Payable
Staff External Loans Payable

Total

23 (a). DEFERRED REVENUE {GRANT)

Balance as of 1 July
Amortized amount during the period

Balance at the end of the period

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

2023/24 2022/23 2021/22
TZS' 000 TZ5 000 TZ5' 000
1,286,122 969,349 1,946,855
1,630,572 3,880,729 2,706,433

33,154,590 40,470,456 39,566,872
150,000 : .
549,000 603,695 2,474,029

58,776 413,283 58,776
1,948,033 2,555,392 1,526,265
32,571 7,938 193,783

: - 44,167
37,418,936 43,418,936 48,918,936
. , 418
923,300 870,087 .
40 23,960 12,640
216,024 : .
3,518 - 3,476
133,382 149,480 -
210,305 120,959 210,760
96,605 : 11,548
15,977 16,007 :
143,929 368,500 170,583
5,755 11,845 ;

2 17,780 :

: 45,225

_ . . 1,895

77,977,435 93,898,395 98,092,661

2023/24 2022/23 2021/22
TZS' 000 TZS' 000 TZS' 000
19,125 25,250 31,375
(6,125) {6,125) (6,125)
13,000 19,125 25,250

Deferred revenue relates to a motor vehicle received as a grant in FY 2020/21 with a net
amounted to TZS 31.38 million. The motor vehicle is being amortised over a period of 5 years.

23 (b) CHF MATCHING FUND PAYABLES

At 1 July
Bank charges
Transferred to other income

At 30 June

2023/24 2022/23 2021/22
TZS'000 TZ5°000 TZ5'000
298,646 298,882

{31) (236)

(298,615) .

. . 298,646

Community Health Fund {CHF} relate to the rén-t_a}iﬁing balance of the amount received from
members of CHF in prior years. The balance was transferred to other income in year 2022/23.
The Memorandum of Understanding expired in 2018 and NHIF remained with the role of providing

technical support.

Controller and Auditor General

AR/PA/NHIF/2023/24
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

24. DEFINED BENEFIT OBLIGATION

The movement in the Fund retirement benefit obligation is as follow:

2023/24 2022/23 2021/22

TZS' 000 TZS' 000 TZS' 000
Opening balance 1st July 3,912,290 22,777,000 18,172,000
Interest cost 602,000 2,902,145 2,198,812
Past service cost {1,870,000) (19,452,000} 1,186,000
Service cost 28,000 1,333,000 1,332,702
Included in OCl:
Benefit paid during the period {247,135) {131,000) {112,514)
Actuarial gain (1,301,000} (3,516,855) .
At end of the period 1,124,155 3,912,290 22,777,000

The value in the period under review has reduced to TZS 1.12 billion from the TZ5 3.91 billion as
a result of terminal benefits paid to leavers.

For the period ended 30 June 2023 the value has significantly reduced from TZ5.22.78 billion
recorded for the period ended 30 June 2022 due to abolishment of two key benefits that were
based on an employee’s services {Severance pay of one month’s salary for each year of service
and gratuity of 5% of annual salary for each year of service).

Actuarial Assumptions

The following were the principal actuarial assumptions at the reporting date (expressed as
weighted averages).

¢ Discount rate of 13.1% (2022:12.10%)} per annuny;

¢ Future salary growth 10.00% (2022:10.00%) per annum;
Future inflation rate 5.00% (2022: 5.00%) per annum; and
Retirement age 60 years (2022: 60 years)

Sensitivity Analysis

Reasonably possible changes at the reporting date to one of the relevant actuarial assumptions,
holding other assumptions constant, would have affected the defined benefit obligation by the
amounts shown below:
Current discount rate at Discount rate less 1% at
13.1% and inflation rate 12.1% and inflation rate at
5.00% per annum 4.00% per annum

TZ5'000 TZ8'000

202372024 2022/2023

Present value of obligation 3,671,290 3,524,538
Movement in actuarial reserves:

At 1 July 5,866,837 3,405,039

Actuarial gain during the year 1,301,000 3,516,855

Deferred tax at 30% . {1,055,057)

Reversal of deferred tax 2,514,359 -

9. 682,196 5,866,837

Controller and Auditor General AR/PAINHIF/2023/24 143



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 {(CONTINUED)

25. CURRENT TAX ASSET

At 1 July

Prior year adjustment
Tax paid

Withholding tax paid
Current tax expense

At the end of the period

2023/24 2022/23 2021/22
TZS 000 TS 000 TZS 000
4,974,457 4,004,252 (4,069,251)
(260,637} . ;
619,362 12,000,000 23,986,576
738,382 3,325,816 1,713,487
{597,158) (14,355,611) (17,626,560)
5,474,406 4,974,457 4,004,252

26, DEFERRED TAX {ASSET)/LIABILTY

Deferred income taxes are calculated on all temporary differences under the liability/asset
method using the enacted tax rate of 30%. The net deferred tax liability/ {asset) is attributable

to the following:

Accelerated capital allowances
Provisions

IFRS 16- Leases liability
Defined benefit reserve
Revaluation gain/loss

2023/24 2022/23 2021/22
TZ$' 000 TZ$' 000 TS 000
10,547 118,526 1,146,344
(9,354,925) (12,021,872) (12,685,311)
(130,228) (130,228) {71,002}

: (5,844,651) (6,899,708)
18,094,932 18,073,399

(5,474,606) 216,707 (436,278)

The movement in the deferred tax account during the year is as follows:

30-Jun-24

Accelerated capital allowances
Provisions

I[FRS 16- Leases liability
Defined benefit reserve
Revaluation gain/{loss)

30-Jun-23

Accelerated capital allowances
Provisions

IFRS 16- Leases liability
Defined benefit reserve
Revaluation gain

30-Jun-22

Accelerated capital allowances
Provisions

[FRS 16- Leases liability
Defined benefit reserve
Revaluation gain

Controller and Auditor General

Opening Recognized Recognized in .
balance in P&L ocl Closing balance
TZS '000 TZS 000 TZS ‘000 TZS '000
118,526 {107,979} - 10,547
{12,021,872) 2,666,947 - {9,354,925)
{130,228} - - {130,228)
{5,844,651) 8,359,011 (2,514,359} .
18,094,932 (18,094,932} .
216,707 10,917,979 (20,609,291} i9,474,606)
1,146,344  (1,027,818) 118,526
(12,685,311} 663,439 {12,021,872)
(71,002) (59,226) , (130,228)
(6,899,708) - 1,055,057 (5,844,631}
18,073,399 - 21,533 18,094,932
(436,278)  (423,605) 1,076,590 216,707
887,765 258,579 1,146,344
(10,976,951) (1,708,360} {12,685,311)
52,751 {123,753} . {71,002}
{5,451,599) (1,048,298} (399,811) (6,899,708)
17,464,337 - 609,062 18,073,399
1,976,303 (2,621,832) 209,251 (436,278)

AR/PA/NHIF/2023/24

144



27. INSURANCE REVENUE

Public Employees (Inc Councillors)
Private Employees

Student insurance

Health Insurance bundles

Special group

Toto Afya

Others

Total

28. RETIREE CLAIMS EXPENSES

Retiree claims

29, DIVIDEND INCOME

Tanzania Breweries Limited
Watumishi Housing Scheme-Units
NMB Plc

CRDB Plc

Twiga Cement Limited

Azania Bank Ltd

Vodacom Tanzania Ple

*Total dividend received during the year

30{a). INTEREST INCOME

Government securities
Fixed and call deposits
Loans to health facilities
Other interest income

30(b). RENTAL INCOME

Rental on buildings

Controller and Auditor General

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

2023/24 2022/23
TZS' 000 TZ$' 000
545,995,263 496,492,759
96,322,250 84,791,242
15,377,065 9,336,590
28,241,259 17,258,456
11,444,761 18,267,328
2,624,259 6,191,356
101,942 1,171,100
700,106,799 633,508,831
2023724 2022/23
TZS' 000 TZ5' 000
85,747,034 91,014,678
2023/24 2022/23
TZIS 000 TZS' 000
2,606,797 1,407,767
107,744 .
310,956 246,446
1,602,002 1,441,802
98,679 98,679
1,017,675 487,487
233,576 -
5,977,429 3,682,181
4,959,755 3,682,181
2023/24 2022/23
TZS' 000 TZ5' 000
23,318,106 29,895,236
18,936,689 22,360,348
994,234 634,357
539,777
43,249,029 53,429,718
2023/24 2022/23
TZS' €00 TIS 000
1,618,636 1,866,491
AR/PA/NHIF/2023/24 145
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)
32. OTHER INCOME

2023/24 2022723

TZS' 000 TZS 000

Accreditation fees 111,442 113,930
Amortization of motor vehicle grant* 6,125 6,125
Penalties on delayed contribution 40,496 17,751
Income from 1Ds replacement 1,722,080 1,011,281
Supplementary services income 4,420,349 2,540,393
Equipment loan applicaticn fees 1,120 1,040
Gain on disposal of items of property and equipment - 5,258
Bad debts recovery- Tumaini la Mama project . 111,980
CHF income - 298,615
Foreign exchange gain* 708,187 128,605
Miscellaneous income _ 647 B L
7,010,446 4,234,978

Cash received 7,004,320 4,100,248

*Revenue grant amount was based on the amortization of the deferred revenue of Motor vehicle
received as grant in 2021. The above cash received included in flows statement has excluded
non-cash {tems i.e revenue grant an foreign exchange gain.

33. INCOME TAX EXPENSE

2023/24 2022/23
TZS' 000 TZS' 000
Current tax expense 597,158 14,355,611
Deferred tax (credit)/charge - Note 26 10,917,979 (423,605)
11,515,137 13,932,006
2023/24 2022/23
TZS '000 TZS '000
Current tax expense
Deficit before tax 61,328,756 (142,838,710}
Tax calculated at the rate of 30% 18,398,627 (42,851,613)
Tax effect on:
Expenditure permanently disallowed 25,244,217 25,288,304
Members contribution income {210,032,040) (190,052,64%)
Members benefits expenses 182,383,042 222,983,260
Final withholding payment {738,382) (3,325,816}
Over/under provision in prior year {3,740,327) 1,890,520
11,515,137 13,932,006
34. TERM DEPOSITS
2023/24 2022/23
TZS 000" TZS 000"
Term deposits received 273,000,000 229,424,133
Term deposits disbursed {233,000,000) {168,000,000)
Net receipt from term deposits 40,000,000 61,424,131
Controller and Auditor General AR/PA/NHIF/2023/24 157



35. PAYMENT TO SUPPLIERS AND EMPLOYEES

Accrual balance as at 1 July
Other payables balance as at 1 July

Add: Expenses incurred during the year
Birect insurance Costs

Indirect insurance Costs

Other expenses

Net impairment gain/(loss) on financial assets
Less: Non-cash expenses
Depreciation property & equipment
Depreciation investment property
Amortization of ROUA

Defined benefit costs

Impairment provision on ECL

Trade receivable write off

Audit fees - provision

Audit supervision - provision

Loss on disposal of PPE

Tax expense - audit

Less:

Accrual and other payables balance as at 30 June
Other payables as at 30 June

Impact of other balances affecting expenses

less: Prepayment balance as at 1 July

Add: Prepayment balance as at 30 June

Less: Inventory balance as at 1 July

Add: Inventory balance as at 30 June

Less: Advance to staff as at 1 July

Add: Advance to staff as at 30 June

(Decrease} or increase in other receivables balance as at
30 June

Add: Fraud and verification balance as at 30 June
Less: Fraud and verification balance as at 1 July
Increase/ {decrease} of Claim advance, supplementary
and other securities

Controller and Auditor General

2023/24

TZS' 000
3,940,925
93,898,396

45,242,939
38,158,716
5,445,396

{156,943)

{4,441,196)
{10,062}
{1,062,523)
1,240,000
(179,478)

{3,ozzi
(13,364)

13,539,744
(77,977,437)

{907,258}

1,250,744
{1,200,358)

4,883,845
(42,179)
45,622

{573,009}
3,997,976
(5,078,509)

7,904,045
127,903,010

AR/PA/NHIF/2023/24

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

2022/23

TZ5 000
2,474,029
95,618,632

44,641,921
16,041,464
11,367,528

25,375,241

(3,797,183)
(10,065)
{1,096,371)
16,816,647
(25,683,538)
(2,003,919)
(489,250)
(69,400)

(3,940,925}
(93,898,396)

(1,543,940)
907,257
(4,931,798)
1,200,358
(189,382)
42,179

5,078,509
(3,601,489}

(19,642,722}
58,665,387
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 {CONTINUED)

36. INTEREST RECEIVED

2023/24 2022/23

TZ5"000" TZ8"000"

Interest from treasury bond 23,318,106 29,895,236
Interest from fixed deposits 13,383,361 20,329,421
Interest from corporate bonds - 114,063
Interest on servige providers 994,235 540,535
Interest from call account 2,715,987 2,010,068
Interest from corporate body - 114,063.00
40,413,689 53,003,386

37. RELATED PARTY TRANSACTIONS

The Fund is controlled by the Government of the United Republic of Tanzania. The related
parties to the Fund are the key management and the Board of Directors. The following are the
related party transactions, which took place during the peried under review:

2023/24 2022/23
TZS' 000 TIS' 000
(a) Transactions with key management
personnel
Board of Directors fees 93,529 99,412
Key Management basic salary 4,253,310 4,016,430
Key Management allowances 2,323,962 - 2,009,983
6,670,801 6,125,825
(b) Balances with key management
personnel
Loans to key management 2,458,997 4,181,000
Car loan tax benefit to key management - 189,124
2,458,997 4,370,124

Loans to key management comprises of housing loans, transport facility loans and educational
loans. The housing and transport facility loans attract 3% interest while education loans is
interest free. The maximum loans repayment period is 120 months. Tax benefit is paid by the
Fund on behalf of the key management in respect of the motor car purchased.

38 COMPARATIVE FIGURES

Where necessary comparative figures have been reclassified and adjusted to conform to changes
in presentation in the current period.

Adoption of IFRS 17 impacted presentation and disclosures of prior year’s comparative figures.
The line items affected in the financial statements includes contribution income which has
renamed to insurance revenue, benefit expenses which has changed to insurance service
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expenses, contribution receivables currently replaced by insurance contract assets, and benefit
payables currently known as insurance contract liabilities.

Insurance service expenses include claims and other attributable expenses which previously
reported under administrative expenses.

Retiree expenses is currently disclosed separately, previously were included in benefit expenses.

Administration expenses are currently distributed into attributable insurance expenses included
under insurance service expenses and other expenses.,

The table below shows comparative numbers affected by the changes brought by IFRS 17

application.

Table 16. IMPACT ON STATEMENT OF FINANCIAL POSITION (“000")

Amount in TZS

Benefit payable

Risk adjustments
l.osses on
pherous
rontracts and
reversals of those
losses

Effect of
discounting
Liability for
incurred claims

Contribution
receivables

Prepaid Income

Liability for
remaining
coverage

Insurance
contract
liabilities

2021/22

Before
IFRS17

178,435,581

178,435,581

{50,845,093)

33,060,790

{17,784,303)

160,651,278

After IFRS 17

178,435,581

3,033,405

3,060,342

184,329,328

{50,845,093j

33,060,790

(17,784,303)

166,745,025

Centroller and Auditor General

2022/23
Before  After [FRS
IFRS17 17

203,437,406 203,437,404

- 3,458,436

- 61,969,827

203,437,406 268,865,669

{42,569,536) (42,569,536)
17,911,425 37,911,425

{4,658,111) (4,658,111)

198,779,295 264,207,558

2023/24
Before
IFRS17  After IFRS 17

162,179,269

162,179,269

(73,370,716}

36,127,711

(37,243,005)

124,936,264

AR/PA/NHIF/2023/24

162,179,269

2,919,227

2,624,259

167,722,735

(73,370,716}

36,127,711

{37,243,005)

130,479,750
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2024 (CONTINUED)

38 COMPARATIVE FIGURES {CONTINUED)

Table 17. IMPACT ON STATEMENT OF SURPLUS OR DEFICIT (*000")

2021/22
Before After
Amount in TZS IFRS17 IFRS 17
Contribution income 552,580,226 552,580,216

Insurance revenue 552,580,226

Benefit expenses 674,254,930

Fulfilment expenses 10,908,203
Risk adjustments

Losses on onerous

contracts and reversals

of those losses

Effect of discounting

Insurance service

expenses 685,163,133

Insurance service

result (132,582,507}

Cantroller and Auditor General

552,580,226

569,842,806
76,994,718

3,033,405

3,060,342

652,931,271

(100,351,045)

2022/23 2023/24

Before After Before After
IFRS17 IFRS 17 IFRS17 IFRS 17
633,508,831 633,508,831 700,106,799 70C,106,799
633,508,831 633,508,831 700,106,799 700,106,799
743,277,534 651,669,610 643,146,694 582,081,218
10,216,433 60,683,384 11,033,918 83,401,655
425,031 (339,209)
58,909,485 - {59,345,568)
753,493,967 771,687,510 654,180,612 605,598,096
(119,985,136) (138,178,679) 45,926,187 94,508,703
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NOTES TG THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 June 2024 (CONTINUED)
40  CONTINGENT LIABILITIES

Contingent liabilities are possible obligations that are not probable. They arise in respect of
litigation, investigations by competition, regulatory and fiscal authorities. At the reporting date
there were several ongoing litigations and claims against the Fund in respect of unfair termination
of staff and claim for recovery for unpaid staff loans guaranteed by the Fund. The total litigation
relating to the civil case approximately TZS 10.23 billion. There were contingent liabilities from
National Identification Authority relating to usage of data by NHIF for verification of members
during registration and medical treatment amounting te TZ5 1.13 billion. Management and
directors do not believe that there is material liability which is needed to be provided apart from
those already provided for as a result of these litigations.

The Fund is also engaged in an ongoing dispute with the Tanzania Revenue Authority regarding the
application of VAT on ID replacement fees and service provider certification fees. The Fund
maintains that this income is exempt from VAT.

The estimated contingent liability arising from this dispute amounts to TZS 391 million.
Management believes the Fund has a reascnable basis for its position and anticipates a favorable
outcome from the appeal. However, due to the inherent uncertainty of the appeal's resolution, no
provision has been recognized in the financial statements for the potential tax liability.

41 CAPITAL COMMITMENTS

At the period under review, the Fund had a capital commitment of TZ5 2.47 billion for various
development projects, including Morogoro, Lindi and Pwani construction projects.

42 EVENTS AFTER REPORTING DATE.

As at the report date, the Management of the Fund and Directors are not aware of any other
matter or circumstance, which significantly affect the financial position of the Fund and results of
its operations since the end of the period under review.

Contreller and Auditor General AR/PA/NHIF/2023/24 178



