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Enhancing Accountabilily

REPORT OF THE AUDITOR-GENERAL ON KENYA REINSURANCE
CORPORATION LIMITED FOR THE YEAR ENDED 31 DECEMBER, 2024

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

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

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

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

An Unmodified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on the Financial Statements should be read together with the
Report on Lawfulness and Effectiveness in the Use of Public Resources, and
the Report on Effectiveness of Internal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities as provided by Article 229 of the Constitution, the Public Finance
Management Act, 2012 and the Public Audit Act, 2015. The three parts of the report
when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Opinion
The accompanying financial statements of Kenya Reinsurance Corporation Limited set

out on pages 20 to 126, which comprise of the consolidated and Company statements
of financial position as at 31 December, 2024 and the statements of profit or loss and
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other comprehensive income, statements of cash flows and statements of changes in
equity for the year then ended, and a summary of significant accounting policies and
other explanatory information, have been audited on my behalf by Deloitte and Touche
LLP, auditors appointed under Section 23 of the Public Audit Act, 2015. The auditors
have duly reported to me the results of their audit and on the basis of their report, | am
satisfied that all information and explanations which, to the best of my knowledge and
belief were necessary for the purpose of the audit were obtained.

In my opinion, the financial statements present fairly, in all material respects, the
financial position of Kenya Reinsurance Corporation Limited as at
31 December, 2024 and of its financial performance and its cash flows for the year
then ended, in accordance with International Financial Reporting Standards (IFRS) and
comply with the Kenya Companies Act, 2015.

Basis for Opinion

The audit was conducted in accordance with International Standards for Supreme
Audit Institutions (ISSAls). | am independent of the Kenya Reinsurance Corporation
Management in accordance with ISSAI 130 on the Code of Ethics. | have fulfilled other
ethical responsibilities in accordance with the ISSAIl and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya.
| believe that the audit evidence | have obtained is sufficient and appropriate to provide
a basis for my opinion.

Emphasis of Matter
1. Investment Properties in Dispute

As reported in the previous year, and as disclosed in Note 35 to the financial
statements, the Corporation owns properties worth Kshs.936,077,000 which are
currently in dispute and are subject to ongoing court cases. The disputed investments
have not been disclosed under investment in property but have been disclosed
separately in Note 35-property under dispute. These are as indicated below;

(i) Parcel of Land along Ngong Road

The Corporation invested Kshs.350,000,000 in the purchase of a parcel of land
measuring approximately 59.87 hectares along Ngong Road. However, the land is the
subject of dispute between the Corporation and Kenya Forest Service before the
National Land Commission. Although the Corporation has obtained confirmation from
the Director of Survey that the Corporation's land is distinct from that of Kenya Forest
Service, the matter remains unresolved since the National Land Commission has not
adjudicated the matter or provided its verdict. The Corporation has therefore not
realized full benefits from the ownership of the land as Management is not in a position
to make long-term investment plans

(i) Parcel of Land along Kiambu Road

The Corporation is the registered owner of a parcel of land measuring approximately
99.5813 hectares along Kiambu Road with a cost value of Kshs.563,077,000. The
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Corporation is in an ownership dispute with one of the Directors of the vendor of the
land and the case is in Court.

The Corporation is therefore, not realizing the full value for money invested in the
property.

(iii) Parcel of Land along Shanzu Mombasa

The Corporation is the registered owner of a parcel of land measuring approximately
17.3 hectares located at Shanzu Mombasa at a cost of Kshs.23,000,000. The
Corporation is in an ownership dispute with the Kenya Prisons Service.

In the circumstances, the property is not being utilized to generate income and
therefore not realizing the full value for money invested.

2. Investment Property not in Use

As previously reported, and as disclosed in Note 16 to the financial statements, the
Corporation owns a parcel of land within the precincts of Jomo Kenyatta International
Airport (JKIA) at a cost of Kshs.813,000,000. However, Management has disclosed
that it has restricted access to the land due to bureaucracy associated with accessibility
of a high security area such as the Jomo Kenyatta International Airport (JKIA).

The Corporation is therefore, not realising the full potential of the investment.

3. Long Outstanding Receivables

The consolidated statement of financial position reflects other receivables balance of
Kshs.478,183,000 which as disclosed in Note 26 to the financial statements includes
receivable balance of Kshs.300,150,000 from Kenya Urban Roads Authority for which
an impairment amount of Kshs.96,907,000 has been made against the balance. As
disclosed in Note 26 to the financial statements, the receivable is in respect of
compensation of part of land that was compulsorily acquired by the National Land
Commission in the financial year 2017 for purpose of a road construction by the Kenya
Urban Roads Authority. Management has not provided reasons why the balance has
remained outstanding since 2017 and no action is being taken to ensure recovery of
the balance.

My opinion is not modified in respect of these matters.

Key Audit Matters

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

How our Audit Addressed this Key Audit
Matter

Determination of provision for claims
incurred but not reported

The determination of future contractual
cash flows in relation to claims incurred but
not reported involves a significant
estimation process by the Directors.

An amount of Kshs.11,679,187,644 (2023-
Kshs.12,288,721,000) relating to claims
incurred but not reported is included in the
insurance contract liabilities amount
reported in the consolidated statement of
financial position at Kshs,13,713,751,000
(2023-Kshs.14,024,143,000) for Group.

An amount of Kshs.10,305,453,511 (2023-
Kshs.11,100,410,000) relating to claims
incurred but not reported is included in the
insurance contract liabilities amount
reported in the Company statement of
financial position at Kshs.12,034,299,000
(2023-Kshs.12,414,897,000) for
Company.

The ultimate cost of settling claims is
estimated using a range of loss reserving
techniques. These technigues assume
that the Group's own claims experience is
indicative of future claims development
patterns and therefore ultimate claims
cost. The assumptions used, including
loss ratios and future claims inflation, are
implicitly derived from the historical claims'
development data on which the
projections are based. Judgement is
applied to assess the extent to which past
trends might not apply in the future and
future trends are expected to emerge.

As a result, | identified insurance contract
liabilities as representing a key audit
matter due to the significance of the

In responding to this key audit matter, we
performed the following procedures:

* | evaluated the appropriateness of the
relevant controls implemented by
Directors over the determination of
claims incurred but not reported.

e | assessed the competence, capabilities
and objectivity of the Company's
actuaries.

challenged the Directors on the
suitability of the approach and
methodology adopted by the
Company's actuaries and evaluated
whether these are consistent with the
requirements of International Financial
Reporting Standards (IFRS) and
industry norms.

e | involved the Deloitte Actuarial
specialists in assisting with the
evaluation of the judgements and
models adopted by the Directors in the
determination of incurred but not
reporied liability.

e | performed further audit procedures to
check the data used in the computation
of incurred but not reported liability for
accuracy.

e | assessed the appropriateness of the
related disclosures in notes 1, 2 and 28
of the financial statements.

Based on my procedures, | noted no
material exceptions and consider the
directors’ key assumptions and
methodology applied to be reasonable.
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How our Audit Addressed this Key Audit

Key Audit Matter Matter

balance to the financial statements as a
whole, combined with the judgement and
estimation uncertainty associated with
determining the liabilities.

Other Information

The Directors are responsible for the other information set out on page 1 to 15 which
comprise of Report of Directors, Statement of Corporate Governance, Statement of
Directors Responsibilities, Report of the Consulting Actuary and Directors
Remuneration Report. The Other Information does not include the financial statements
and my audit report thereon.

In connection with my audit on Kenya Reinsurance Corporation financial statements,
my responsibility is to read the other information and in doing so, consider whether the
other information is materially inconsistent with the financial statements or my
knowledge obtained in the audit or otherwise appears to be materially misstated. If
based on the work | have performed, | conclude that there is a material misstatement
of this Other Information, | am required to report that fact.

My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, | confirm that except for the matters described in the Basis for Conclusion
on Lawfulness and Effectiveness in Use of Public Resources section of my report,
nothing else has come to my attention to cause me to believe that public resources
have not been applied lawfully and in an effective way.

Basis for Conclusion

1. Non-compliance with Implementation of E-procurement

Review of procurement procedures revealed that, although the Corporation procured
various goods, works, and services during the year, the procurement were not
undertaken through e-procurement, contrary to Regulation 49(2) of the Public
Procurement and Asset Disposal Regulations, 2020 and Part IV of the Executive Order
No. 2 of 2018 which directed all public procuring entities to undertake all procurements
through e-procurement.

In the circumstances, Management was in breach of the law.
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3. Non-compliance with Public Procurement Reservation Requirement

Review of the Corporation's procurement records including the procurement plan
revealed that the Corporation allocated only 19% of its annual procurement budget for
purposes of goods, works and services to enterprises owned by youth, women and
persons with disabilities. This was contrary to Section 157(5) of the Public Procurement
and Asset Disposal Act, 2015 which requires that a procuring entity shall when
processing procurement, allocate at least 30% of its annual procurement budget for
purposes of goods, services and works from enterprises owned by youth, women and
persons with disabilities.

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

4. Slow Project Implementation
Review of project implementation status revealed the following unsatisfactory matters.

4.1 Proposed Implementation of Electrical Infrastructure Refurbishment Works-
Anniversary Towers

The Corporation entered into a contract with a contractor in July, 2023 for Proposed
Implementation of the Electrical Infrastructure Refurbishment Works for Anniversary
Towers at a contract price of Kshs.84,732,944 for (eighteen)18 months and expected
completion date of 31 December, 2024. However, as at 31 December, 2024, the
progress was estimated at only 5%, an indication that the project was clearly behind
schedule.

In the circumstances, the expected project completion date will not be realized and the
Corporation may not realize value for money in the project.

4.2 Proposed Security Systems Installation for Reinsurance Plaza Kisumu

The Corporation entered into a contract with a contractor in November, 2022 for
Proposed Security Systems Installation for Reinsurance Plaza Kisumu, at a contract
price of USD.1,057,180.37 (approximately Kshs.129,004,011.88) for a duration of
(thirty-six) 36 weeks and expected completion date of November, 2023. However,
information provided by Management indicated that the contractor abandoned the work
during the early stage of implementation. As at 31 December, 2024, the project was
stalled at only 5% completion. Management has not provided satisfactory explanations
for the unsatisfactory state of affairs on the project.

In the circumstances, the Corporation may not realize the intended benefits from the
Security Systems Installation Project at Reinsurance Plaza, Kisumu.

4.3 Proposed Improvements, Refurbishment to Reinsurance Plaza Kisumu

The Corporation entered into a contract with a contractor in November, 2021 for the
Proposed Improvement to Internal Common Areas and Reinstatement of Boundary
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Wall for Reinsurance Plaza Kisumu at a contract price of Kshs.29,654,802 for a
duration of (twenty four) 24 weeks. The initial expected completion date was
31 July, 2022 but was extended to 30 November, 2023. However, the contract was
terminated on 3 December, 2023 when the project was about 60% complete. Review
of the project status as at 31 December, 2024 indicated that the project had stalled and
the works were yet to be re-tendered.

In the circumstances, value for money in respect of the project could not be confirmed.

4.4 Proposed Integrated Security Management System for Anniversary Towers
and Kenya Re Towers (Upper Hill)

The Corporation entered into a contract with a contractor in December, 2020 for
Proposed Integrated Security Management System for Anniversary and Kenya Re
Towers at a contract price of USD 2,642,071.70 (approximately Kshs.294,165,092.60)
for a duration of (twenty) 20 weeks and expected initial completion date of
31 July, 2021. Review of the project file indicated that the Contractor had sought and
was granted several extensions with the latest extension covering up to 30 June, 2025.
As at 31 December, 2024, the progress was estimated at 98% and was yet to be
handed over to the Corporation, almost four (4) years after commencement.
Management has not provided satisfactory explanations for the significant delay in
completion of the project.

In the circumstances, value for money for the Integrated Security Management System
project could not be confirmed.

4.5 Proposed Integrated Security Management System for Reinsurance Plaza
Nairobi

The Corporation entered into a contract with a contractor in January, 2020 for
Proposed Integrated Security Management System for Reinsurance Plaza Nairobi at
a contract price of USD1,067,391.71 (approximately Kshs.107,765,788.35) for a
duration of thirty-nine (39) weeks and expected completion date of
30 November, 2020. Review of the project file indicated that the Contractor had sought
and was granted several extensions, the latest covering up to 28 February, 2025.
Although the status as at 31 December, 2024, indicated that the project was
substantially complete, there was significant delay of about four (4) years in completion
of the project. Management has not provided satisfactory explanation for the significant
delay in completion of the project.

In the circumstances, value for money in respect of the project could not be confirmed.

4.6 Proposed Improvement and Refurbishment of Reinsurance Plaza

The Corporation entered into a contract with a contractor in November, 2021 for
Proposed Improvement and Refurbishment of Internal and External Common Areas
for Reinsurance Plaza Nairobi at a contract price of Kshs.31,706,606 for a duration of
twenty-four (24) weeks and expected completion date of 28 July, 2022. Although the
status as at 31 December, 2024, indicated that the project was completed and the
completion certificate issued on 30 October, 2024, there was a significant delay of
Report of the Auditor-General on Kenya Reinsurance Corporation Limited for the year ended 31 December, 2024
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about two years and four months in completion of the project. Further, Management
did not provide details of any time extensions from the initial expected completion date
of 28 July, 2022.

In the circumstances, value for money in respect of this project could not be confirmed.

5. Staff Earning Below the Statutory Minimum

Review of the Corporation's payroll data for the year under review revealed that two
hundred and twenty (220) officers cumulatively earned net salaries below one third of
their basic salaries.

This was contrary to Section 19(3) of the Employment Act, 2007 which requires inter
alia that the total amount of all deductions which may be made by an employer from
the wages of his employee at any one time shall not exceed two-thirds of such wages.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The
standards require that | comply with ethical requirements and plan to perform the audit
to obtain assurance about whether the activities, financial transactions and information
reflected in the financial statements are in compliance, in all material respects, with the
authorities that govern them. | believe that the audit evidence | have obtained is
sufficient and appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Inadequate Controls over Rental Income

Review of transactions and records on rental income revealed that Management did
not conduct reconciliations of the recorded rental income against the lease agreements
every quarter. Instead, the reconciliations were only done when a tenant presented an
overbilling or underbilling complaint despite the property manual specifying that the
reconciliations should be done quarterly for all the property leases held.

In the circumstances, the effectiveness of controls over rental income could not be
confirmed.

. Weaknesses in Information Technology (IT) Controls

The following IT control weaknesses were noted,
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(iii)

(iv)

(V)

(Vi)

(vii)

Review of the Oracle EBS system indicates that five (5) leavers had not been
deactivated from the system at the time of the audit. Further, two (2) leavers had
not been terminated/disabled promptly as they were disabled more than ifteen
(15) days after their last day in the entity. This was contrary to the Corporation’s
policy which requires staff accounts to be terminated as per the last day in office.

Review of account access revealed that claims Management Officer had been
allocated privileged access to the Oracle EBS application creating improper
segregation of duties between business users and IT administrators. Further, a
Senior Research Officer had been granted privileged-level access through the
group 'Wheel' in the Oracle Linux Operating System. The user had privileges
beyond those necessary to perform their assigned roles.

Three business users had been assigned inappropriate domain level
administration privileges on the Windows server supporting the Active Directory
which was inappropriate.

Although Oracle recommends changing the password for each vendor-provided
account, it was noted that the end date for the accounts AUTOINSTALL and
WIZARD had not been configured. Further, eight (8) accounts had their password
expiration date not set to a maximum age of thirty (30) days as per Corporation's
password policy requirements.

The password history and failed login attempts for the Linux server supporting
the Oracle EBS application had not been defined as per the Corporation’s policy
policy which requires a minimum password history of the last twenty four (24)
passwords and account lockout after three (3) failed login attempts.

Four of the password configurations of the 'DEFAULT' profile in the Oracle 12¢
and Oracle 19¢ Databases did not align with the Corporation's policy.

Account lockout duration, account lockout threshold, password history, and reset
lockout counter do not conform to the standard, policy, or design document for
the organization.

(viii) For the Windows Server supporting SICS, the end user account 'itadmin’ had its

(ix)

password set to not expire despite the account being accessed by an end user,
which was against the Corporation's policy.

Critical patches released by Microsoft/ Oracle were not being installed in a timely
manner as per the industry's best standards. Use of operating
systems/databases that are not regularly updated with security updates may
expose the server to security vulnerabilities. Review of the Corporation's
cybersecurity program revealed the absence of a comprehensive, documented
cybersecurity strategy. Cybersecurity training records for the period of
March, 2024 to May, 2024 revealed significant compliance gaps. A substantial
number of employees did not complete the mandatory monthly training assigned
to them on the learning platform.

In the circumstances, the effectiveness of IT controls could not be confirmed.
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The audit was conducted in accordance with ISSAlI 2315 and ISSAI 2330. The
standards require that | plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, risk management and overall
governance were operating effectively, in all material respects. | believe that the audit
evidence | have obtained is sufficient and appropriate to provide a basis for my
conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
As required by the Kenya Companies Act, 2015, | report based on my audit, that:

i. | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ii. Inmy opinion, adequate accounting records have been kept by the Corporation,
so far as appears from my examination of those records; and,

ii. The Corporation’s financial statements are in agreement with the accounting
records and returns.

Responsibilities of the Management and those Charged with Governance

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

In preparing the financial statements, Management is responsible for assessing
Corporation's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to cease operations.

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

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied
in an effective way.

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

Auditor-General’s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards for Supreme Audit Institutions (ISSAls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or
error and to issue an auditor's report that includes my opinion in accordance with
Section 48 of the Public Audit Act, 2015. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with ISSAIs
will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial
transactions and information reflected in the financial statements are in compliance
with the authorities that govern them and that public resources are applied in an
effective way. In addition, | consider the entity's control environment in order to give an
assurance on the effectiveness of internal controls, risk management and governance
processes and systems in accordance with the provisions of Section 7(1)(a) of the
Public Audit Act, 2015.

Further, | am required to submit the audit report in accordance with Article 229(7) of
the Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's  website  at: https://www.oagkenya.qgo.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPE&%%&&CBS

AUDITOR-GENERAL

Nairobi

28 March, 2025
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