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Notice of the Annual General Meeting
to members of Local Authorities Pensions Trust [Laptrust Defined Benefits (DB) Scheme]

Notice is hereby given that the 13th Annual General Meeting (A.G.M) of the Local Authorities Pensions Trust (LAPTRUST) will take
place on Friday 12th August 2016 at the Kenya Methodist University (KEMU) in Meru County starting from 8.00 A.M to 1.30 P.M.

Agenda

1.

Introduction & opening remarks

2. Address by Chief Guest
3. Reading of the Notice of the Meeting
4.  Reading and taking note of the Minutes of the 12th Annual General Meeting held on 7th August, 2015
5. Presentation of the Chairman’s Report
6.  Presentation of the Administrator's Report
7. Presentation of the Scheme Custodian’s Report
8. Presentation of the Investment Manager's Reports
9. Presentation of the Financial Statements and Audited Accounts for Year ended 31st December 2015
10. Award ceremony
1. Question & answer
12.  Presentation by select list of stakeholders
13.  Vote of thanks
By order of the Board

vV X\

Hosea Kili, OGW

Group Managing Director/CEO

CPF Financial Services Ltd

The Scheme Corporate Administrator

for & on behalf of Local Authorities Pensions Trust
Registered Trustees
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Trustees

Hosea Kili OGW

Trustee

Mr. Kili, an advocate of the High Court of Kenya
is the Group Managing Director of CPF Financial
Services Ltd. He holds a Master of Business
Administration from the Management College of
South Africa. He is a Fellow and Member of the
Institute of Certified Public Secretaries of Kenya
(ICPSK) and a Member of Kenya Institute of
Management (KIM). He is also an active member
of the Law Society of Kenya (LSK). He is a Council
Member of ECASSA and sits on several Boards
including the Institutional Consultants Ltd (ICL)
and Nairobi Securities Exchange Ltd (NSE). Mr.
Kili was awarded the Presidential Order of Grand
Warrior of Kenya in December 2011 and the 1st
and 2nd Runners-up CEO of the Year at the COYA
Awards 2013 and 2012 respectively.

Cig

Stephen Lugalia

Former Chairman

Mr. Lugalia has a Bachelor of Commerce Degree
and is a Fellow, Certified Public Accountant of
Kenya (FCPAK); furthermore, he is a Certified
Public Secretary (CPS-K) and a certified trainer
in Corporate Governance. He has wealth of
knowledge and experience in matters of finance
and investments. He is the Director, Finance
and Administration at the Heritage Insurance
Company Limited. Mr. Lugalia has served on the
Board of Trustees since 2008.
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positions of Board Secretary and Senior Legal
Counsel at the Retirements Benefits Authority
and the position of Corporation Secretary &
Head of Legal Services Department at Kenyatta
National Hospital. He holds a Masters degree in
Business Administration from Daystar University
and a Master of Law degree from the University of
Nottigham in UK. He is a certified public secretary
and holds qualifications in leadership and team
skills, strategic leadership development as well as
corporate governance.

Calvin joined the Board in August 2015 as an
independent member of the Board nominated by
the Law Society of Kenya.

Appointed on 21st August 2015

N

Margaret Maina

Trustee

Ms. Maina has a Masters Degree in Public Health;
Higher Diploma in Applied Biology; Ordinary
diploma in Science Laboratory Technology and
Diploma in Water Technology. She is a Certified
Pension Scheme Trustee. She is the Managing
Director, Limuru Water and Sewerage Company.
Ms. Maina is currently serving her second 3-year
term on the Board of Trustees.

Retired on 1st October 2015
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John Katiku
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Mr. Katiku is an Advocate of the High Court of
Kenya, Notary Public, Commissioner for Oaths
and Certified Public Secretary (CPS-K). He has
a Masters Degree in Law. He is a member of the
Law Society of Kenya, East Africa Law Society
and the Institute of Certified Public Secretaries
of Kenya; with twenty years experience in active
legal practice. Mr. Katiku has served on the Board
of Trustees since 2009.

Retired on 1st October 2015

Leonard Owino Otina
Trustee

Mr. Otina is a former Manager of Ngethu Water
Works (Nairobi City Water and Sewerage
Co. Limited) prior to which he was the Chief
Superintendent in the same institution.

He holds a post-Graduate Diploma in water
engineering from Loghborough University
and a Bachelor of Science from the University
of Nairobi. He has also attended several
short courses on quality assurance, resource
management and pollution control.

Mr. Otina joined the Board in August 2015 where

he represents pensioners.

Appointed on 21st August 2015

Josiah Ole Kores
Trustee

Mr. Kores holds a Bachelor's Degree in Corporate
Leadership and Governance and a Diploma in
Ground Water (Geology). He is the Chairman
of the Association of County Governments of
Kenya and President of United Cities and Local
Governments of Africa. Mr. Kores has served on
the Board of Trustees since 2008.

Retired on 1st October 2015
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Festus Ngari
Trustee

Mr. Ngari is an accountant with more than 9 years
of working experience in revenue related areas at
the Nairobi City County. He currently holds the
position of Senior Procurement Officer at the
Nairobi City County. Festus is a holder of CPA
(K) and CPS (Part 3) and is currently pursuing a
Bachelors degree in Commerce (Finance Option)
from Jomo Kenyatta University of Agriculture and
Technology. Mr. Ngari joined the Board in August
2015 where he represents the Kenya County
Government Workers Union.

Appointed on 21st August 2015
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Mwanamaka Mabruki
Trustee

Ms. Mabruki is the Principal Secretary in the
Ministry of Devolution and Planning. Prior to
her appointment, Ms. Mabruki was the Principal
Secretary, East African Affairs; a position she held
since July, 2013. She holds a Masters and Bachelors
degree in Economics from the University of Nairobi.
She has also attended several professional and
senior management workshops, seminars and
courses locally and abroad.

Daniel Ole Tome
Trustee

Mr. Ole Tome is the chairman of the Kenya
County Government Workers Union (Narok
Branch) and the Assistant National General
Secretary Kenya County Government Workers
Union. He is also the Community Development
Officer, Narok County. He is currently a third year
student pursuing a Bachelor of Science degree in
public administration and leadership from Jomo
Kenyatta University of Agriculture and Technology.
He holds a diploma in County Governance from
the aforementioned University.

Mr. Tome joined the Board in March 2015 where
he represents the Kenya County Government
Workers Union.

Appointed on 6th February, 2015
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CHAIRMAN’S
REPORT

THE SCHEME, THROUGH ITS
ADMINISTRATOR, MADE PRUDENT
INVESTMENTS IN GOVERNMENT
SECURITIES, CORPORATE BONDS
AND OFFSHORE INVESTMENTS, TO
MENTION A FEW, THAT RESULTED
IN AN INCREASE OF 2.5% IN THE

SCHEME’S FUND VALUE.

CALVIN NYACHOTI - CHAIRMAN
Appointed 21st August 2015
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Introduction

It is with great pleasure that | present to you the Annual Report
and Financial Statements for the Local Authorities Pensions Trust
for the year ended 31st December 2015.

LapTrust DB Scheme has recorded creditable results in the
year under review, despite the economic challenges faced both
regionally and globally. The World real Gross Domestic Product
(GDP) growth, according to the Kenya National Bureau of
Statistics (KNBS) Economic Survey 2016, decelerated to 3.1 per
cent in 2015 from 3.4 per cent in 2014. Despite the slow growth
in the year under review, the Scheme, through its administrator,
made prudent investments in Government securities, Corporate
Bonds and Offshore investments, to mention, just but a few, that
resulted in an increase of 2.5% in the Scheme's fund value.

As a result of the domestic inflation rate of 6.6 per cent in 2015,
the Trustees approved a one off increase in pensions in line
with inflation subject to a maximum annual increase of 3% per
annum. Further details on the pension increase are provided in
the financial statements.

Domestic view of economic and business environment

There was significant growth in the financial sector in the year
under review. According to the Central Bank Monthly Economic
Review for December 2015, the services sector recorded improved
performance in the third quarter of 2015, with the financial and
insurance sector recording notable growth rate of 10.1 percent.

There was however,adampened performance inthe stock markets
which in turn impacted on the performance of pension Schemes’
assets. Total bond turnover decreased from KSh. 506 billion in
2014 to KSh. 305 billion in 2015 according to the KNBS Economic
Survey 2016. The Trust expects to show better performance in
2016, for the most part, if the fund's equity investments continue
to perform well.

Since the Constitution of Kenya 2010 came into effect, there have
been significant changes in institutional frameworks affecting
both government and private bodies. As a result, this has had an
impact on the business environment in the counties and affected
the remittance of contributions by the counties to the Scheme
necessitating provisions which resulted in the decrease in the
receivables and impacting on the fund value.

The scheme generates revenues for the members by
investing in various income generating activities which
involve trading in the securities exchange, trading in
government securities and off-shore investments.

The foregoing notwithstanding, Devolution has resulted in
tremendous growth in the development of the Country and
must therefore be supported by all parties and citizens to ensure
its success in the long run. Various institutions, including this
Scheme, continue to partner with Counties to improve service
delivery and ultimately improve the lives of Kenyans. County
Administrators on their part are makingimpressive strides towards
firming up and implementing the processes and regulations that
govern the county system of government.

Overrall performance

| am pleased to note that the fund value of the Scheme has been
on a growth curve for the past 7 years; increasing from 10 Billion as
at 31 December 2009 to 224 Billion as at 31 December 2015. The
performance in the year under review surpassed the target level of
22.3 Billion representing an increase of 2.5% from the previous year.

Increase in Fund Value

YEAR TOTAL FUND INCREASE
VALUE (KSHS (KSHS

MILLIONS) MILLIONS)
2009 10,011 1,031
2010 12,796 2,785
2011 14,807 2,011
2012 18,782 3,975
2013 22,652 3,870
2014 21,869 (783)
2015 22,418 549

Increase in net assets for the year was Kshs. 410 million. The increase
was as a result of fair value gains and additions to investment
property. The Scheme generates revenues for the members by
investing in various income generating activities which include
investments in the securities exchange, government securities
and off-shore investments. The performance of the fund's equity
investments is expected to continue performing well if the Bull Run
at the NSE continues as expected.

As regards membership, the number of pensioners grew from
4,975 as at 31 December 2014 to 5473 as at 31 December 2015. As

1
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mentioned, our pensioners received an increase in pensions, as
approved by the Trustees and in line with inflation as captured
under page 56 of this report. Risk Based benefits that are an
additional benefit available to members reported claimed
amounting to 220.9 million as at 31st December 2015 compared
to 2585 million in 2014. These benefits include group life
assurance, last expense, critical illness, unemployment benefit
and permanent total disability.

The Scheme made further improvements in service delivery to
the Scheme members, pensioners and beneficiaries. This was
achieved by opening up branches in 3 additional counties; Meru,
Nakuru and Bungoma. Member education also continues to be
a point of focus in realizing the Scheme’s vision to fulfill lives. This
has also been enhanced with the growth of the Trust's presence
in the counties.

Governance and board performance

The Board of Trusteesisthe Trust's governingbody andis responsible
for the corporate governance of the Trust. The Scheme's Corporate
Administrator M/s CPF Financial Services Limited undertook the
day to day running of the Scheme, in the year under review, under
the delegated mandate of the Board. The primary role of the
Board, therefore, is to ensure long-term wealth and prosperity of
the Scheme for the benefit of members/customers, employees,
sponsors and other stakeholders.

The Board believes that an effective team of Trustees ensures
that the Scheme is managed with the long-term interests of
members and beneficiaries in mind. It is in this regard that
board performance is a top priority for the Trustees and therefore
annual self-evaluations are conducted to help the team assess
performance and identify and address potential gaps in the
board. In the year under review, the Board undertook the yearly
evaluation of its performance and effectiveness and identified the
areas for improvement and addressed them.

Future prospects

The Scheme's property investment is projected to generate great
returns for the Scheme in the following year particularly because
the property industry in the country has been recording a very
healthy performance. In 2016, the Scheme project to upscale
the former Langata Shopping Centre into a modern mixed-use
development is expected to hit full gear. Sales for the apartment
and securing tenancy for the mall shall be completed in the

12

The trust is also continually working to improve relations with
the county governments; this is projected to be enhanced in
the coming year in order to secure a resolution on the timely

remittance of member contributions to the scheme.

coming year giving the Scheme a good projection of the financial
returns on this project.

The Trust is also continually working to improve relations with
the county governments; and in the coming financial year the
relationship shall be enhanced in order to secure a resolution on
the timely remittance of member contributions to the Scheme.
The Trustees will work in hand with the Corporate Administrator
to implement various strategies to ensure that sponsors honour
their commitment in order to ensure long-term success of the
Scheme for the benefit of all stakeholders.

Appreciation

It goes without saying that without the immense support of all
our stakeholders, business partners and service providers, the
Scheme would not have made the tremendous strides to become
a leader in the pensions sector. For this reason, | wish to extend
my appreciation to the Scheme sponsors that include; County
Governments, Water Companies and associated organizations;
it's a privilege to enjoy your support and solid commitment. To the
industry regulator, Retirement Benefits Authority, thank you for
the support, guidance and leadership throughout the year.

A very key partner this year has been the corporate administrator;
our accomplishments in the year under review are as a result of
your tireless efforts and unwavering support. Congratulations are
in order for the various accolades that you received during the
year under review. | would also like to thank my fellow Trustees,
you have been instrumental in providing guidance and leadership
towards the success of the Trust and we look forward to even
greater year next year.

Last and certainly dearest to us are our esteemed members,
beneficiaries and pensioners, we thank you for giving us the
opportunity to serve you. The Trust is dedicated to safeguarding
your retirement.

CALVIN NYACHOTI
BOARD CHAIRMAN
LOCAL AUTHORITIES PENSIONS TRUST (LAPTRUST)

31MARCH 2016
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THE CHANGES IN TECHNOLOGY, INCLUDING
INCREASED AUTOMATION IN THE
WORKPLACE, THE DEVELOPMENT OF THE
INTERNET HAVE TRANSFORMED THE
MODELS APPLIED IN MANAGING BUSINESS

HOSEA KILI, OGW / GROUP MANAGING DIRECTOR /CEO

Introduction governments and 36 associated organizations and other
| am pleased to present to you a review of the performance approved reciprocating bodies.

and operations of the Local Authorities Pension Trust forthe | 10 pengioners as at 31 December 2015 stood at 5,473.
year ended 31 December 2015. The year 2015 provided both
challenges and opportunities in the administration of the
Trust brought about by the prevailing economic and political
environment in the country.

« Three branch offices were opened up in Meru, Bungoma
and Nakuru in the year under review to enhance service
delivery to members in this region.

The Scheme nonetheless performed well above the targeted
level for the year under review. The following are the key
milestones achieved in the year under review:-

Financial performance
The financial performance of the Trust was strong despite
the economic challenges faced in the country in the year
« The total fund value of the Scheme as at 31 December 2015 under review. In particular;

stood at 224 Billion up from 21.8 Billion as at 31 December

2014, This represented a 2.5% increase in value. Net assets for the period ended 31st December increased

by 2.5% to 22.42 Billion from 21.89 the previous year. Overall
return on investments decreased from 2.6 Billion in 2014 to
0.7 billion as at 31 December 2015.

« Active Membership in the Scheme was reported as 22,090
as at 31 December 2015. The Scheme has 83 sponsors
which comprise 47 employers, who are the county

Total Fund Value

24,000

18,000
12,000
6,000 I I

2009 2010 2011 2012 2013 2014 2015

FUND VALUE (KSHS MILLIONS)

o

I Total Fund Value (Kshs millions)
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Contributions revenue inclusive of interest on late contributions
and actuarial deficitincreased by 37% to 5.4 billion at 31 December
2015 compared to 3.9 billion in the year ended 31 December 2014.

The Trust reported a steady rise in fund value, a trend that has

been evidenced over the past 5 years as shown below;

Increase in Fund Value

YEAR TOTAL FUND INCREASE
VALUE (KSHS (KSHS

MILLIONS) MILLIONS)
2011 14,807 2,011
2012 18,782 3,975
2013 22,652 3,870
2014 21,869 (783)
2015 22,418 549

The investment property has the highest exposure at 37% due
to appreciation of property values followed by treasury bonds,
which is at 30%. Except for the property and unquoted equities,
all the asset classes are within the RBA investment guidelines.
The Scheme is implementing remedial measures to ensure
that the portfolio allocation for all the asset classes is within

acceptable limits.

The day to day management of the investments of the trust was

carried out by the investments managers mentioned elsewhere

in this report; however the overall responsibility for investment

and performance outcomes lies with the Trustees.

Portfolio allocation as at 31st December 2015

14

Branch networks performance

The trust began to expand its branch network in 2013 just as
devolution began to take root in the country. This was in order to
enhance customer experience and devolve the trust's improved
and innovative services to reach the members of the Scheme,
working and residing in various parts of the country. Since then,
branches have been opened up in all regions of Kenya. We also
have help desks in all 47 counties manned by customer relations
officers. This has enabled us to serve our diverse membership
located countrywide. This has been a successful strategy opening
up opportunities to quickly and efficiently reach our members with
updates and member education information, while offering real-
time service to both our sponsors and members. This all feeds back
to the Trust's mission to provide quality retirement services to the
members of the Scheme through successful partnerships that
safeguard the interests and goals of all stakeholders. Members can
now make claims, access contribution statements, make inquiries
and receive financial and retirement planning advice; among
other services at a branch office near them. The branches have
also played a critical role in enhancing sponsor relations as the
corporate administrator has grown its team to include County
Relationship Officers; posted to each county.

In the year under review, three new branches were opened up to
serve the Trust's members and sponsors in Meru, Bungoma and
Nakuru Counties.

Strategic plan 2015-2019
The Strategic Plan 2015 - 2019 provides a road map on how The
Laptrust DB Scheme will realize its vision to improve the quality of

¢ Investment Property 37%

Deposits 5%

Unquoted Equities 6%

Quoted Equities 12%

< Corporate Bonds 4%

Treasury Bonds 30%
Other 4%
Cash and Cash Assets

(Net balances receivables) 2%

REIT 0%
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lives of members. It was prepared under the leadership of the Board
of Trustees and took into account the dynamic labour market,
the Kenya National Vision 2030, increased mandate through
the establishment of the subsidiaries of the CPF Group and the
accelerated integration of the regional economic community.

The plan highlights four strategic pillars that will guide the
operations of the Trust over the 5-year period from 2015-2019.
It is the responsibility of the management team to ensure
the objectives and strategic goals are achieved. Continuous
monitoring and performance management tools will be
employed for optimum implementation of the strategies. The
four strategic pillars are:

1. Enhance investment returns
2. Membership Maintenance

3. Debt reduction
4

. Enhance collaboration with Government and other
stakeholders

Risk Management practices and Strategic Asset Allocation
— a key driver of investment returns — shall be embedded
within the strategic drive to ensure its mandates are fulfilled.
The strategic planning process further recognizes the pivotal
role of the strategic pillars of restructuring and strengthening
institutional capacity, business continuity planning (to ensure
sustainable longevity), continuous improvement in the delivery
of efficient and effective services with maximized cost controls;
continuous improvement of corporate governance and risk
management practices.

New Members of the board

The Board of Trustees is constituted in accordance with the Local
Authorities Pensions Trust Rules (Legal Notice No 50 of 2007) as
amended from time to time in accordance with the Regulations
issued by the Retirement Benefits Authority. During the year
under review, 7 new trustees were appointed to replace those
whose terms of office had expired. The new board members were
inducted through the Board induction program to ensure that
they are properly equipped with the skills needed to execute the
corporate governance mandate. Further details on the appointed
trustees are provided on the corporate governance statement
available in the subsequent pages.

System and process improvements

The changes in technology, including increased automation in the
workplace and the internet related inventions/innovations have
transformed the models applied in managing business to business
(B2B) and customer to business (C2B) relationships. In the year
under review, the Scheme has been deliberate in leveraging on
technological platforms to enhance delivery of pension services.

Plans are in place to provide members of the Scheme with flexibility
and remote access to services. Pension management systems are
continuously updated to ensure efficiency in business processes
to become even more customer centric.

Future prospects and strategy

The Laptrust DB Scheme enjoys dynamic leadership and a strong
asset base which in and of itself provides great assurance that
the prospects of the Scheme are bright. Beyond that though, the
strategies put in place and highlighted in the strategic plan, paint
a picture of opportunity and solid growth for the Scheme in the
year to come.

One of the challenges the Scheme has faced since the
transition to a devolved system began, is the non- remittance of
contributions of members by the Counties which has affected
the fund value and therefore requires a swift resolution. Going
forward, measures will be taken on collection that will require
both National and County Government involvement to realize
debt settlement.

The exciting project dubbed Freedom Heights is anticipated
to present a productive revenue stream for the Trust. The
development features 2, 3 & 4 bedroom apartments and
a shopping complex: that has already secured an anchor
tenant - Nakumatt Holdings. The project completion date is
set for December 2016 and the trust, through the corporate
administrator, is striving for full occupancy in the units before
this date.

Appreciation

| wish to thank the Board of Trustees for the leadership and
support provided and all our strategic partners including
Regulatory Bodies and Professional Bodies for your partnership
enjoyed throughout the year. Special thanks also to the Industry
Associations with which the Scheme enjoys membership:
ECASSA, ARBS, ISSA. | wish also to thank the Scheme members,
sponsors and beneficiaries for the continued trust and loyalty.

VvV X\

HOSEAKILI, OGW

GROUP MANAGING DIRECTOR/ CEO

CPF FINANCIAL SERVICES LTD.

THE SCHEME CORPORATE ADMINISTRATOR

FOR & ON BEHALF OF THE BOARD OF TRUSTEES OF LAPTRUST

31MARCH 2016
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Sponsor Awards

The Sponsor Awards recognize the best performing Sponsors for
the year under review. One of the key objectives for the institution
is to enhance customer satisfaction. As such the institution is keen
on recognizing and awarding outstanding sponsors.

We conduct a review on a yearly basis with the purpose of
evaluating and nominating the sponsors with outstanding
performance in the year under review and thereafter recognize
and honor them during the Annual General Meeting.

In the year 2014, Laptrust Sponsor Awards overall winner was
Nakuru County. This County was also recognized as the most
consistent in remitting current monthly contributions on or
before 10th day of calendar month and the second runners up for
Settlement of outstanding debt.

This year, the judging panel based their evaluation criteria on five
(5) Categories as follows:

Most consistent Most consistent in

CPF Individual

Other winners at the 2014 Awards were Nairobi Water & Sewerage
Company Ltd. Winners of the Most consistent in membership
growth award; Samburu County was presented an award for
Execution of Deed of adherence (DOA), while Kajiado County
received CPF Individual Pension Plan (IPP) Highest monthly
contribution.

Other water companies recognized at the Sponsor's Awards
were ELDOWAS, Lake Victoria North Water Services Board and
Mathira Water as winner, first and second runners-up respectively
for the category of most consistent in remitting current monthly
contributions on or before 10th day of calendar month. The judging
panel nominated and awarded the top performing sponsors based
on selection criteria and was keen on identifying the best of the
best! Congratulations to all the winners!

The first County to

Settlement of

in remitting
current
monthly
contributions

membership
growth

Pension (IPP) Plan

Highest
monthly
contribution

outstanding
debt

execute Deed
of Adherence

on or before 10" day
of calendar month
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Corporate Governance Statement

The Local Authorities Pensions Trust
(LAPTRUST) is committed to high
standards of corporate governance and
best practices, which includes embracing
the following principles:-

« To observe high standards of ethical
and moral behaviour.

« Toactinthe bestinterests of Members
and stakeholders

« Torecognize the legitimate interests of
all stakeholders.

The Board is accountable to the Scheme
Members, Sponsors, and Stakeholders
for good corporate governance. The
principles and standards adhered to
by the Board have been developed
with close reference to guidelines on
corporate governance issued by the
Centre for Corporate Governance,
Institute of Certified Public Secretaries
of Kenya (ICPSK) and international best
practices in corporate governance.

The Board Charter is read together with
the Local Authorities Pensions Trust
Rules (Legal Notice No.50 of 2007) ,
Legal Notice 136 of 2010, the Companies
Act, No 17 of 2015, Trustees (Perpetual
Succession) Act Cap 164 of the Laws
of Kenya, and the OECD Principles of
Corporate Governance.

The Board Charter succinctly defines
the Board's roles, responsibilities and
functions and provides for structures

Table 1: Board of Trustees

which supports the Board in carrying
out its strategic oversight function.
It is a synopsis that details aspects
like Board purpose, structure and
composition and spells out specific
duties and responsibilities of the Board.
The Charter also details the governance
processes used to fulfill the roles and
responsibilities.

The Board Charter helps to define
the development trajectory of the
organization and to set operational goals.
As such, the Board considers it extremely
important that the charter is adhered
to since it provides an opportunity for
members to gain a clear understanding
of their individual and collective roles
and how their role fits in helping the Trust
fulfills its purpose.

The Board Charter also provides an
opportunity for members to review and
assess best practices and the application
of these practices to ensure that the Trust
has more robust governance structures
and procedures. In addition, the Board
Charter makes Board functions and
operations transparent. The charter
therefore forms the basis of assessment
of the Board both internally and by the
public to gauge their performance in
fulfilling its role.

The Board

The Board is a body corporate registered
under  the Trustees (Perpetual)

Succession Act Cap 164 of the Laws of
Kenya in the name of Local Authorities
Pension Trust Registered Trustees with
perpetual succession and common
seal capable of: - Suing and being
sued, acquiring, holding, charging and
disposing of moveable and immovable
property, borrowing money and entering
into contracts.

The Board of Trustees is the Trusts
governing body and is responsible for the
corporate governance of the Trust. Under
the Law of Trusts, the Trustees are the
legal owners of the assets of the Scheme
on behalf of the members and other
beneficiaries. The Schemes Corporate
Administrator M/s CPF Financial Services
Limited undertakes the day to day running
of the scheme under the delegated
mandate of the Board.

The Board is constituted in accordance
with the Local Authorities Pensions
Trust Rules (Legal Notice No 50 of
2007) as modified from time to time in
accordance with the Regulations issued
by the Retirement Benefits Authority. The
composition of the Board is as prescribed
under Rule 14 of the said Legal Notice, as
amended by Legal Notice No. 136 of 2010.
During the year 2015, six trustees retired
while four new trustees were appointed
to the Board. Membership of the Board
during the year was as outlined in Table
1 below;-

NAME

Ms. Mwanamaka Mabruki

REPRESENTATION

The Principal Secretary in the Ministry of Devolution
and Planning

RESPONSIBILITY

Trustee

Mr. Calvin Nyachoti

Law Society of Kenya

Chairman (Appointed on 21st August 2015)

Mr. John Katiku

Law Society of Kenya

Trustee (Retired on Tst October, 2015)

Ms. Sahlan Keinan

Kenya County Government Workers Union

Trustee (Retired on 1st October, 2015)

Mr. Festus Ngari

Kenya County Government Workers Union

Trustee (Appointed on 21st August 2015)

Mr. Daniel Tome

Kenya County Government Workers Union

Trustee (Appointed on 6th February, 2015)

Mr Charley Muiruri

County Pensioners Association

Trustee (Retired on Tst October 2015)

Mr. Leonard Otina

County Pensioners Association

Trustee (Appointed on 21st August 2015)

Mr. Taraiya Ole Kores

Association of County Government Authorities
of Kenya

Trustee (Retired on 30th November, 2015)

Mr. Steve Lugalia

Institute of Certified Public Accountants of Kenya;

Trustees (Retired on 1st October, 2015)

Ms. Margaret Maina

Water Service providers Association

Trustee (Retired on Tst October, 2015)

Mr. Hosea Kili, OGW

CPF Financial Services Ltd

Administrator
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Table 2: Attendance at statutory and special meetings in 2015

Name 1201 273 705 08.05 29.06 0708 299 0610 2310 1612
Stephen Lugalia v v v v v v v v v

John Katiku v v v v v v

Sahlan Keinan v v v v v

Margaret Maina v v v v v v v v

Taraiya Ole Kores v v v v v v v v v
Charles I. Muiruri v v v v v v v

Hosea Kili v v v v v v v v v v
Mwanamaka v v v v
Mabruki

Daniel Tome v v v v v v v v
Calvin Nyachoti v v v v
Festus Ngari v v v v
Leonard Otina v v v v

Board Responsibilities

The primary role of the Board is to
ensure long-term wealth and prosperity
of the Trust for the benefit of members/
customers, employees, sponsors and other
stakeholders.

The Board is
formulation,

responsible for
Investment  of

policy
Scheme
funds, Scheme Administration, Payment
of benefits to persons entitled to such
benefits under the Scheme Rules,
Protection of the property and assets of
the Scheme, Performance of such other
duties as may be necessary for the due
and faithful performance of the Scheme’s
obligations.

Certain  functions are delegated to
committees as detailed elsewhere in this
statement. The Board generally meets
four times a year (once every quarter) and
additionally when necessary, to consider
all matters relating to the overall control,
business performance and strategy of the

Trust and in succession planning.

Board Independence

The Board has set a structure and
standards to ensure the Trustees are
independent. This standard is premised on
the fundamental principle against conflict
of interest which requires that a trustee is
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free from any business interests or other
relationship that could materially interfere
with independence.

The roles of the Trustees and the Scheme

are separate.
The Board Chairman provides overall

Corporate  Administrator

leadership to the Board without limiting
the principles of collective responsibility
for Board decisions. The Scheme Corporate
Administrator is responsible to the Board
and takes responsibility for the effective
and efficient management of the Scheme.
The Board evaluates the performance of
the Scheme Corporate Administrator to
ensure this is in tandem with the principal
objectives of the Scheme.

Board Committees

The Board Committees are constituted
by the Board which out the
responsibilities delegated by the Board

sets

to the Committee and the Committee's
structure and operation.

The role of a Committee is to operate
within the terms of the Board charter and
to make recommendations to the Board for
ratification or to determine on behalf of the
Board certain matters with prior approval
of the Board. Each Committee meets
regularly under terms of reference set by

the Board in their respective Committee
Charters.

The following are the current Committees of
the Board;-

1. Procurements Oversight & Projects
Committee

The committee comprises four (4) Trustees

and one co-opted member. It is mandated

to formulate and review procurement

policies and approve the Scheme's annual

procurement plan in accordance with the

Internal Procurement Policies.

The current members are;

1. Ms. Margaret Maina

2. Mr. Taraiya Ole Kores

3. Mr. Charley Muiruri

4. Mr. Hosea Kili, OGW

5. Mrs. Rosemary Ndiritu — co-opted
member

Attendance at meetings in 2015

Name 12.03 10.06 09.09 0812
Margaret Maina v v v v
Taraiya Kores v v v
Charles Muiruri =~ v v v v
Hosea Kili v v v v
Rosemary Ndiritu v v v v

2. Finance, Investments & Operations

Committee
The committee comprises of four (4)
Trustees. It is mandated to review and
make recommendations on the Trusts'

Investments, Financial and accounting
policies, review and make recommendations
on the Trusts' Annual Budget, oversight
of the overall Investment policy of the
Trust and deliberate and consider the
quarterly reports of the Fund Managers and
Custodians. The committee also reviews
and considers all issues that may materially
impact the present and future quality of
the Trusts' risk management function as
well as the quality of the pension portfolio
and ensure compliance with the applicable
statutory

including the RBA Act, the regulations

compliance requirements
there under, the investment guidelines and
Trusts'policies and guidelines relating to the
monitoring of the pensions market.
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The current members of the committee are:
1. Mr. Steve Lugalia

2. Ms. Margaret Maina

3. Ms. Sahlan Keinan

4. Mr. Hosea Kili, OGW

Attendance at meetings in 2015
Name 13.03 22.06 15.07 15.09
Stephen Lugalia v v v v

Margaret Maina v v
Sahlan Keinan v v v V
Hosea Kili v v v V

3. Audit & Risk Management Committee
This committee comprises of four (4)
Trustees and one co-opted member. It
is mandated to raise the standards of
corporate governance by reviewing the
quality and effectiveness of the internal
control systems, the internal and external
audit functions and the quality financial
reporting.  In addition to advising the
Board on best practice, the committee
also monitors management’s compliance
with relevant legislation, regulations and
guidelines as well as the Trusts' laid down
policies and procedures. (The committee
has direct access to the Audit function.)
In the year under review, the committee
received and reviewed the findings of the
internal and external audit reports and
management's action to address them.

The members of this committee are;
1. Mr. John Katiku

2. Mr.Charley Muiruri

3. Ms. Sahlan Keinan

4. Mr. Hosea Kili, OGW (in attendance)
5. Ms. Enid Ochieng (co-opted member)
Attendance at meetings in 2015

Name 19.03 1706

John Katiku v v

Charles Muiruri v v

Sahlan Keinan v
Hosea Kili v v
Enid Ochieng v v

All Members of the Board receive regular
and timely information about the Trust
prior to Board meetings. They also have
access to the Board Secretary for any
further information they may require. The
Board Secretary ensures that Board and
Committee meetings are convened as
per the approved Annual Board Calendar
and that the resolutions of the Board are
implemented as guided and /or approved
by the various Board and Committee
meetings.

The Board Secretary ensures that the
Board members receive briefings on
changes in any other regulations, as
circumstances require.

Information and professional
development

Keeping up-to-date with key business
developments is essential for the
Trustees to maintain and enhance their
effectiveness. From time to time the
Board receives presentations from the
Fund Managers, Custodians, Actuary and
Legal Advisors on significant matters.
The Corporate Strategy, Financial plans,
including budgets and forecasts are
regularly discussed at Board meetings.

The Chairman is responsible for ensuring
that induction and training programmes
are provided and the Board Secretary
organizes the programmes. As part of
the performance evaluation, Trustees are
given the opportunity to discuss training
and development needs. Individual
Trustees are also expected to take

responsibility for identifying their training

needs and to take steps to ensure that
they are adequately informed about the
Scheme and their responsibilities as a
Trustee. Trustees have been trained on
the Mandatory Trustees Certification
Training as per the Retirement Benefits
Authority’s requirements.

The Board is confident that all its
members have the knowledge, ability
and experience to perform the functions
required of a Trustee.

Board performance evaluation

The Board of Trustees is the cornerstone
of the Schemes model of corporate
governance. We believe that an effective
board ensures that the Scheme s
managed in the long-term interests of
the Members and Beneficiaries. We
appreciate the fact that over time, a
Board needs novel skills and perspectives
to respond nimbly to changes in the
business environment or strategy. Regular
and rigorous self-evaluations help a board
to assess its performance and identify and
address potential gaps in the boardroom.
In that regard, the Board has established
the method and frequency of performance
measurement. The Board undertakes a
yearly evaluation of its performance and
effectiveness in order to identify the areas
for improvement and addresses them.

CALVIN NYACHOTI
BOARD CHAIRMAN
LOCAL AUTHORITIES PENSIONS
TRUST (LAPTRUST)
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Report of the Trustees

The Trustees present their report together with the audited financial statements for the year ended 31 December 2015.

Establishment, nature and purpose of the scheme

The Local Authorities Pension Trust Retirement Benefits Scheme, formerly Kenya Local Government Officers Superannuation Fund was
established under Legal Notice No. 313 on 1 April 1963, as a pension fund under the Kenya Local Government (Pensions) Regulations 1963,
Legal Notice No. 313 and Legal Notice No. 200 of 1963, as amended from time to time.

The Scheme is an umbrella retirement benefits Scheme registered with the Retirement Benefits Authority on 11 April 2007.

The Scheme is a Defined Benefits Scheme and provides, under the rules of the Scheme, retirement benefits for the staff of local
authorities, associated organizations, and approved reciprocating bodies as provided in the Scheme's rules. Further, the Scheme is tax
exempt under the Income Tax Act, Cap 470 Laws of Kenya.

The principal objective of the Scheme is to provide pension and other retirement benefits to employees of the sponsors and other individual
and associated members of the Scheme upon their retirement from service and relief for the dependants of the deceased employees.

Results for the year
The results for the Scheme for the year ended 31 December 2015 is analysed as follows:

2015 2014

Shs'000 Shs'000

Net surplus from dealings with members 3,857,833 1,943,188
Net returns on investments 720,546 3,495,637

Administrative expenses (856,469) (705,862)

Provision for bad and doubtful debts (3,106,206) (5,515402)
Provision for doubtful deposits (66,700) -

Increase/(decrease) in net assets during the year 549,004 (782,439)

Membership

The Scheme has 83 sponsors which comprise 47 employers, who are the county governments and 36 associated organizations and other
approved reciprocating bodies. Employees contribute to the Scheme at the rate of 12% of their pensionable salaries while the employers
contribute at a rate of 15% of the employees’ pensionable salaries.

The Scheme's membership was as follows:

Active members
2015 2014
No. No.
Contributing or active members
At 1January 22,782 23408
New members = -
Withdrawals (692) (626)
At 31 December 22,090 22,782
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Membership
Pensioners
2015 2014
No. No.
At 1January 4,975 4,635
Contributing members who retired 493 226
Widows/widowers pensions becoming payable 52 161
Deaths & trivial pension (28) -
(19) (47)
At 31 December 5473 4,975
Contributions

The contribution rates are expressed as a percentage of the employees’ basic salary and housing allowance. Rates in use for the year
ended 31 December 2015 and 31 December 2014 were:

Employer 15%
Employee 12%
27%

Custody services

Custodial services are performed by Standard Chartered Security Services Limited, Equity Bank Limited Custody Services and Kenya
Commercial Bank Limited Custody Services.

Financial performance

The Scheme's value as at 31 December 2015 was Shs 224 billion, from Shs 21.8 billion as at 31 December 2014, representing an increase of
2.5%. This surpassed the target level of Shs 22.3 billion. Increase in net assets for the year was Shs 549 million compared to the projected
increase of Shs 450.7 million as per the budget for the year under review. The increase was as a result of fair value gains and additions
to investment property. This increase was however diluted with additional provisions for the outstanding contributions from sponsors
totaling Shs 3.1 billion made during the year and provisions for doubtful deposits held with Imperial Bank Limited amounting to Shs
66,700,000. Contributions revenue inclusive of interest on late contributions and actuarial deficit increased by 37%, to Shs 54 billion at 31
December 2015 as compared to Shs 3.9 billion in the year ended 31 December 2014.

The Trust expects to show better performance in 2016, particularly if the fund's equity investments continue to perform well, and if the bull
run at the NSE continues as expected. The sale of mature land banks and property restructuring will also unlock some of the unrealized
gains on the property, and increase the Trust's liquidity as we expect more payouts beginning this year, following the end of the 5 year
retirement extension age.

The day-to-day management of the investments of the Trust is carried out by the investments managers mentioned elsewhere in this report.

Under the terms of their appointment, the investment managers are responsible for day to day management of investment funds.
However, the overall responsibility for investment and performance outcomes lies with the Trustees.

The Scheme's assets position at 31 December 2015 was as follows:
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2015 2014
RBA% RBA%
Value maximum Value maximum
Shs'000 % requirement Shs'000 % requirement
Categories of assets
Investment portfolio
Cash and bank balances 388,739 1.61% 5% 222,804 0.94% 5%
Short term deposit 1167,205 4.83% 30% 923,345 3.91% 30%
Kenya Government 7447769 30.85% 70%
Securities 7,577,000 32.09% 70%
Corporate bond 1,141,051 473% 30% 1,145,627 4.85% 30%
Quoted investments 3,097406 12.83% 70% 3,697,626 15.66% 70%
Unquoted investments 1,590,873 6.59% 5% 1,804,780 7.64% 5%
Immovable property 9,308,248 38.56% 30% 8,077483 34.20% 30%
Offshore investment - 0% 5% 167,601 0.71% 5%
Totals 24,141,291 100% 23,616,266 100%
Other assets 1,008,066 1,122,455
Total assets 25,149,357 24,738,721

Assets management
Other assets relate to principal pension contributions and accrued interest on contribution receivable net of provisions and were all due

from the sponsors as at end of the year.

Unquoted investments include investment in unquoted shares of Shs 1,390,873,000 (2014: Shs 1,604,780,000) in Family Bank Kenya Limited
and Shs 200,000,000 (2014: Shs 200,000,000) investment in subsidiary company, CPF Financial Services Limited.

We confirm that there is no self-investment, nor have any Scheme assets been used as security or collateral on behalf of the employer or any
connected business or individual.

Unremitted contributions
The amounts due from these three main sponsors as at 31st December, 2015 is as indicated below:

Post - Devolution Debt Pre-Devolution Debt Totals

Mar 2013 - Dec 2015 As at 28-Feb-2013 31-Dec-2015

Sponsor Shs Shs Shs
Nairobi City County 4,911,398 413 3,873,670,148 8,785,068,561
Mombasa County 563,448,751 1,017,664,116 1,581,112,867
Nairobi City Water & Sewerage Co. 2,368,514,622 - 2,368,514,622
Totals 7,843,361,786 4,891,334,264 12,734,696,050

The effect of the above unremitted contributions led to more provisions which resulted in the decrease in the receivables which had a

negative effect on the fund value.
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Measures taken by Trustees on collection

Prior to coming in of devolution, the Board had already engaged the former Local Authorities, particularly the above two main sponsors,
for a debt-property Swap arrangement to clear the debts. However, the transfer process was put on hold as a result of the Transition
Authority's Moratorium on transfer of council properties. The Scheme is pursuing the County Governments for settlement of both
historical and current debts. In addition, the Board has engaged the services of debt collectors to pursue recovery of the debt through an
amicable settlement among other initiatives involving National and County Governments on debt settlement.

Pension Increases
The Trustees, after consulting with the Actuaries, have approved a one-off increase in pensions in line with inflation but subject to a
maximum annual increase of 3% per annum. The pension escalation rate will be based on the year of retirement as disclosure in Note 36.

Trustees
The Trustees are nominated by the stakeholders and appointed by the Cabinet Secretary, Planning and Devolution for a term of three
years in accordance with RBA Act and Scheme rules and regulations. The names of the current Trustees are shown on page 6-7.

Auditors
Deloitte & Touche have indicated their willingness to continue in office as auditors.

Signed on behalf of the trustees:

A '

Trustee Trustee
31March 2016 31March 2016
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Statement of Trustees’ Responsibilities

The Retirement Benefits Act requires the Trustees to prepare financial statements for each financial year which give a true and fair view of
the financial transactions of the Scheme for the year and of disposition at year end of its assets and liabilities. It also requires the Trustees
to ensure that the Scheme keeps proper accounting records which disclose with reasonable accuracy at any time the financial position
of the Scheme. They are also responsible for safeguarding the assets of the Scheme.

The Trustees are responsible for the preparation of the financial statements that give a true and fair value in accordance with International
Financial Reporting Standards and the Retirement Benefits Act and, for such internal control as the Trustees determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

The Trustees accept responsibility for the financial statements, which have been prepared using appropriate accounting policies
supported by reasonable and prudent judgments and estimates, in conformity with International Financial Reporting Standards and the
Scheme's rules. The Trustees are of the opinion that the financial statements give a true and fair view of the financial affairs of the Scheme
and of its operating results. The Trustees further accept responsibility for the maintenance of accounting records which may be relied
upon in the preparation of financial statements, as well as adequate systems of internal financial control.

The Trustees certify that to their best knowledge and belief the information furnished to the auditors for the purpose of the audit was
correct and complete in every respect.

Nothing has come to the attention of the Trustees to indicate that the Scheme will not be able to meet its obligations for at least the next
twelve months from the date of this statement.

Signed on behalf of the trustees:

VU 4
Trustee Trustee
31March 2016 31March 2016
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Independent Auditors’ Report

to the members of Local Authorities Pension Trust

H Deloitte & Touche
Certified Public Accountants (Kenya)
Deloitte Place,

Waiyaki Way Muthangari
P.O Box 40092, 00100
Nairobi

Kenya

Tel: +254 (20) 423 0000
Cell: +254 (0) 719 039 000
Fax: +254 (20) 444 8966
Dropping Zone No. 92
Email: admin@deloitte.co.ke
www.deloitte.co.ke

We have audited the accompanying financial statements of Local Authorities Pension Trust Retirement Benefits Scheme set out on
pages 28 to 56 which comprise the statement of net assets available for benefits as at 31 December 2015 and the statement of changes
in net assets available for benefits and cash flow statement for the year then ended, and a summary of significant accounting policies
and other explanatory notes.

Trustees’ Responsibility for the Financial Statements

The Trustees are responsible for the preparation of financial statements that give a true and fair view in accordance with International
Financial Reporting Standards and the requirements of the Retirement Benefits Act and, for such internal controls as Trustees determine
are necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with
International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on our judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, we considered the internal controls relevant to the Scheme's
preparation of the financial statements that give a true and fair view in order to design audit procedures that were appropriate in the
circumstances, but not for the purpose of expressing an opinion on the entity's internal controls. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the Trustees, as well as evaluating
the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial transactions of the Scheme during the period ended 31
December 2015 and of the disposition at that date of its assets and liabilities, other than liabilities to pay pensions and benefits falling
due after the end of the year in accordance with International Financial Reporting Standards and the requirements of the Retirement
Benefits Act.

The engagement partner responsible for the audit resulting in this independent auditors' report is CPA Fredrick Aloo - P/No: 1537.

\s "\ o M -(\—\—oﬁyQL»‘\

Certified Public Accountants (Kenya)
Nairobi, Kenya
31March 2016
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Statement of Changes in Net Assets Available for Benefits
For the year ended 31 December 2015

Note 2015 2014
Shs'000 Shs'000

Contributions and Withdrawals
Contributions 3 5,399,527 3,928,828
Transfers out 4 - (2,768)
Withdrawals & risk based premiums 5 (1,541,694) (1,210,584)
Interest earned on capped employee additional voluntary contributions 31 - (772,288)
Net surplus from dealings with members 3,857,833 1,943,188
Return on Investments
Investment income 6 1,666,641 1449773
Otherincome 7 1,584 847
Investment management expenses 8 (224,005) (241,369)
Fair value gain on revaluation of investments 12 (1,268,341) 1,030,417
Loss/(gain) on realisation of investments 13 (40,058) 118,036
Fair value gain on investment property 30 584,725 1137933
Net returns on investments 720,546 3,495,637
Administrative Expenses 10 (856,469) (705,862)
Provision for Doubtful Receivables 1 (3,106,206) (5,515,402)
Provision for Doubtful Deposits 15 (66,700) -
Increase/(Decrease) in Net Assets for the year 549,004 (782,439)
Net Assets at 1 January 21,869,164 22,651,603
Net Assets at 31 December 32 22,418,168 21,869,164
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Statement of Net Assets Available for Benefits

as at 31 December 2015

Note 2015 2014
Shs'000 Shs'000
Cash and bank balances 14(a) 388,739 222,804
Fixed deposits 15 1,167,205 923,345
Government securities — (treasury bills) — held to maturity 16 10,457 -
Government securities (treasury bonds) — available for sale 17 7437312 7,577,000
Real Estate Investment Trust 19 55,625 -
Corporate bond 20 1,141,051 1,145,627
Receivables and accrued income 21 993447 1,109,973
Quoted investments 27 3,041,781 3,697,626
Offshore investments 28 - 167,601
Unquoted investment 29 1,590,873 1,804,780
Investment property 30 9,308,248 8,077483
Furniture and fittings 25 13,719 12,482
Intangible assets 26 900 -
25,149,357 24,738,721
Liabilities
Payables and accruals 31 (2,731,189) (2,869,557)
Net Assets 32 22418168 21,869,164
Represented by
Fund Balance 32 22,418,168 21,869,164

The financial statements on pages 28 to 56 were approved and authorised for issue by the Board of Trustees on 31 March 2016 and were

signed on their behalf by:

'

Trustee
31March 2016

v

a

Trustee
31March 2016
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Statement of Cash Flows
for the year ended 31 December 2015

Note 2015 2014
Shs'000 Shs'000

Cash flows from operating activities
Contributions received 1,545,774 1,550471
Interest on contributions 1,129,397 732,180
Transfers out = (3,032)
Transfers in = 264
Otherincome 1,584 1,868
Withdrawals paid (1,541,694) (1,241182)
Security deposits received (65,693) 1,373
Administrative expenses paid (865,351) (768,708)
Net cash generated from operating activities 204,017 273,234
Cash flows from investing activities
Investment income received 1,683,431 1/480,293
Investment management expenses paid (94,776) (244,470)
Purchase of government securities — available for sale 17 (1,641,639) (1,646,396)
Purchase of quoted equity investments 27 (160,977) (201,4971)
Purchase of corporate bonds 20 (204,351) (236,866)
Purchase of unquoted shares 29 - (130,000)
Purchase of treasury bills 16 (10,192) (25,836)
Purchase of REITS 19 (50,000)
Additions to investment property 30 (646,040) (167191)
Purchase of fixed and call deposits 15 (5,093,454) (5,978,800)
Purchase of offshore investments 28 - (120,000)
Advance payment of administration fees (62,623) (49,986)
Proceeds from sale of equity investments 27 128,287 356,662
Proceeds from sale of unquoted shares 29 143,105 -
Proceeds from sale/maturity of government securities held to maturity - 800,941
Proceeds from sale of government securities available for sale 17 1,181,209 474,999
Proceeds from sale of corporate bonds 20 234,599 309,595
Proceeds from sale of treasury bills - 146,619
Proceeds from sale of fixed and call deposits 15 4,794,358 5,623,958
Proceeds from sale of offshore investments 28 187160 -
Advance payment for construction - (123,399)
Purchase of furniture and fittings 24 29,239 (24,963)
Proceeds from property sale deposits 168,333 -
Prepaid rent 25,368 -
Payment of Additional Voluntary Contributions (338,559) -
Net cash generated from investing activities 272478 243,669
Increase in cash and cash equivalents 476,495 516,903
Cash and cash equivalents at 1 January 1,146,149 629,246
Cash and cash equivalents at 31 December 14(b) 1,622,644 1,146,149
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1. ACCOUNTING POLICIES

Statement of compliance
The financial statements are prepared in accordance with International Financial Reporting Standards (IFRS). The principal
accounting policies adopted are set out below:

Application of new and revised International Financial Reporting Standards (IFRSs)

(i) New standards and amendments to published standards effective for the year ended 31 December 2015
Several new and revised standards and interpretations were effective during the year. The Trustees have evaluated the
impact of the new standards and interpretations and none of them had an impact on the fund's financial statements.

(i) Relevant new and amended standards and interpretations in issue but not yet effective in the year ended 31
December 2015

Only IFRS 9 on financial instruments issued in November 2009 will be relevant to the Fund. The standard introduced new
requirements for the classification and measurement of financial assets. IFRS 9 was amended in October 2010 to include
requirements for the classification and measurement of financial liabilities and for derecognition. The Trustees of the
Fund anticipate that the application of IFRS 9 in the future may have an impact on amounts reported in respect of the
Fund's financial assets and financial liabilities. However, it is not practicable to provide a reasonable estimate of the effect
of IFRS 9 until a detailed review has been completed by the fund.

(iiij)  Early adoption of standards
The fund did not early adopt any new or amended standards in 2015.

Basis of preparation
The financial statements are prepared under the historical cost convention modified to include the revaluation of certain assets.

Investment income
Interest income is accrued on a time basis, by reference to the principal outstanding and the effective interest rate applicable.

Contributions and withdrawal benefits

Contributions receivable and withdrawal benefits payable are recognised in the period in which they fall due. Forfeited benefits
are recognised as income in the statement of changes in net assets available for benefits, when the member forfeits his/her right,
wholly or partly, to claim the employer’s contributions.

Withdrawals are charged to the statement of changes in net assets available for benefits when they fall due, which is determined
by reference to the date when the administrator receives validated benefits claim documents from a retiring member.

Translation of foreign currencies

Monetary assets and liabilities in foreign currencies are translated into Kenya Shillings at the rates of exchange ruling at the end of
each reporting date. Transactions during the year are translated at the rates ruling when the transactions are effected. Gains and
losses arising from the translations are dealt with in the statement of changes in net assets available for benefits.
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ACCOUNTING POLICIES

Investment property

Investment property which is property held to earn rentals and/or capital appreciation, is measured initially at cost, including
transactions costs. Subsequent to initial recognition, investment property is measured at fair value. Gains and losses arising
from changes in the fair value of investment property are dealt with in statement of changes in net assets available for benefits.

Rentalincome
Rental income is recognized in the period in which it is earned.

Dividend income
Dividend income from investment is recognized when the Scheme's right to receive payment as a shareholder has been established.

Taxation
The Scheme is a registered defined benefit Scheme and is exempt from income taxation.

Financial instruments

I Recognition
Financial assets and liabilities are recognised when the Scheme becomes a party to the contractual provisions of the instrument.

Il Classification and measurement
The Scheme classifies its financial assets into the following categories:

i) Receivables
Receivables are financial assets with fixed or determinable payments and are not quoted in an active market. After initial
measurement at cost, receivables are subsequently remeasured to amortised cost using the effective interest rate method,
less allowance forimpairment. Amortised cost is calculated by taking into account any discount or premium on acquisition
and fees and costs that are an integral part of the effective interest rate.

ii) Financial assets at fair value through profit or loss (FVTPL)
Financial assets at fair value through profit or loss are those which were either acquired for generating a profit from short-
term fluctuations in price or dealer’s margin, or are securities included in a portfolio in which a pattern of short-term profit-
taking exists. Investments classified as fair value through profit or loss are initially recognised at cost and subsequently
re-measured to fair value based on quoted bid prices or dealer price quotations, without any deduction for transaction
costs. All related realised and unrealised gains and losses are included in the statement of changes in net assets available
for benefits. Interest earned whilst holding held for trading investments is reported as investment income.

Those securities that have a fixed redemption value and that have been acquired to match the obligations of the plan,
or specific parts thereof, may be carried at amounts based on their ultimate redemption value assuming a constant rate
of return to maturity. Where plan investments are held for which an estimate of fair value is not possible, such as total
ownership of an entity, disclosure is made of the reason why fair value is not used. To the extent that investments are
carried at amounts other than market value or fair value, fair value is generally also disclosed.
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1. ACCOUNTING POLICIES
Financial Instruments (Cont'd)

iii)  Held to maturity investments
Held to maturity financial investments are those which carry fixed or determinable payments and have fixed maturities and
which the Scheme has the intention and ability to hold to maturity.

After initial measurement, held to maturity financial investments are subsequently measured at amortised cost using the
effective interest rate method, less any allowances for impairment.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees that are an integral
part of the effective interest rate. The amortisation and losses arising from impairment of such investments are recognised
in the statement of changes in net assets available for benefits.

iv)  Available for sale financial assets

Investment securities intended to be held for anindefinite period of time, which may be sold in response to needs for liquidity,
or changes in interest rates, exchange rates or equity prices are classified as available for sale and are initially recognised
at cost. Available for sale investments are subsequently re-measured to fair value, based on quoted bid prices or amount
derived from cash flow models. Unrealised gains and losses arising from changes in the fair value of securities classified
as available for sale are recognised in the statement of changes in net assets available for benefits and accumulated in
the fund balance, with the exception of impairment losses, interest calculated using effective interest method, and foreign
exchange gains and loss on monetary assets which are recognized in profit or loss. When the investment is disposed of or
is determined to be impaired, the cumulative gain or loss previously accumulated in the investments revaluation reserve
is reclassified to profit or loss.

Short term deposits
Short term deposits are classified as held to maturity and are stated at amortised cost.

Government securities

Government securities comprise treasury bills and treasury bonds, which are debt securities issued by the Government of Kenya.
Treasury bonds are either classified as held to maturity and stated at amortised cost or as available for sale and stated at fair
value. The designation of treasury bonds as either held to maturity or available for sale is done at the point of initial recognition.

Corporate bonds
Investments in corporate bonds are held to maturity and stated at amortised cost.

Quoted investments
Quoted investments are classified as fair value through profit or loss and are stated at the fair value as at the end of each reporting date.

Off-shore investments
The off-shore investments represent pooled investments in various unit Scheme funds in world stock markets. These investments
are classified as fair value through profit or loss and are stated at fair value.
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ACCOUNTING POLICIES
Financial Instruments (Cont'd)

Unquoted investments
Unqguoted investments represent the investment in shares of unlisted companies. They are classified as available for sale and are
carried at fair value, where value can be determined, otherwise carried at cost.

Accounts receivable
Accounts receivable are carried at their original invoiced amount less an estimate for bad and doubtful receivables based on the
review of all outstanding amounts at year end. Bad debts are written off when all reasonable steps to recover them have failed.

Financial liabilities
Financial liabilities are recognized initially at cost, and subsequently measured at amortised cost.

Accounts payable
The liabilities for accounts payable are carried at cost, which is measured at the fair or contractual value of the consideration to
be paid in future in respect of goods and services supplied by the suppliers, whether billed or not to the Scheme.

Cash and cash equivalents
For purpose of the cash flow statement, cash and cash equivalents includes bank and cash balances and short term fixed deposits.

Members' balances
Members’ funds comprise the accumulated net surpluses or deficits realized from dealings with members" and surpluses or
deficits from the Scheme are investing activities to the extent that they are not captured in the reserves.

Reserves

The changes in fair value of investments held by the Scheme as at year end are allocated to a reserves account. Amounts
allocated to the account can only be written off or utilized in accordance with the provisions of the Scheme's deed and rules or in
such a manner as may be deemed fit by the Trustees.

Impairment of assets

The carrying amounts of the Scheme's assets are reviewed annually at the end of each reporting period to determine if there is
any indication of impairment. If such condition is identified, the asset's net recoverable amount is estimated. Where the asset's
carrying amount exceeds its net recoverable amount, it is written down immediately to the recoverable amount and the resulting
impairment loss is treated as an expense in the statement of changes in net assets available for benefits.

Equipment
Equipment is stated at historical cost less accumulated depreciation and any impairment charges.



ANNUAL REPORT AND FINANCIAL STATEMENTS 2015

Notes to the Financial Statements
for the year ended 31 December 2015 (cont’d)

1. ACCOUNTING POLICIES
Financial Instruments (Cont'd)

Depreciation
Depreciation on equipment is calculated on a straight line basis to write-off the cost of the equipment over the expected useful
life at the following annual rates of 50%.

Gain or loss arising on disposal of property and equipment is determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognized in statement of changes in net assets available for benefits.

Fair value
For financial instruments trade in an organized financial market, fair value is determined by reference to quoted prices.

Comparatives
Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year.

2. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING THE SCHEME'S ACCOUNTING POLICIES

In the process of applying the Scheme's accounting policies, Trustees have made estimates and assumptions that affect the
reported amounts of assets and liabilities within the next financial year. Estimates and judgments are continually evaluated and
are based on historical experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. These are dealt with below:

Held -to-maturity investments

The Scheme follows the guidance of IAS 39 on classifying non-derivative financial assets with fixed or determinable payments
and fixed maturity as held-to-maturity. This classification requires significant judgment. In making this judgment, the Scheme
evaluates its intention and ability to hold such investments to maturity. If the Scheme fails to keep these investments to maturity
other than for the specific circumstances — for example, selling an insignificant amount close to maturity — it will be required to
reclassify the entire class as available-for-sale. The investments would therefore be measured at fair value not amortised cost.

Impairment losses on financial assets

At the end of each reporting period, the Scheme reviews the carrying amounts of its financial assets to determine whether there
is any indication that these assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated and an impairment loss is recognised in the statement of changes in net assets available for benefits whenever
the carrying amount of the asset exceeds its recoverable amount.

Contributions income
Some sponsors statements of members contributions are not received regularly i.e. on a monthly basis as stipulated. The Scheme
management makes an estimate of the contributions income based on the latest statement ever received from the sponsor.

3. CONTRIBUTIONS

2015 2014

Shs'000 Shs'000

Employers 2,157,004 1,968,524
Members 2,113,126 1,221,036
Interest on late contributions™* 1,129,397 732,180
Purchase of service = 7,088
5,399,527 3,928,828
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3. CONTRIBUTIONS

*Interest on late contributions relates to amounts charged on outstanding contributions as required by the Scheme regulations.
The interest is charged at a rate of 1.25% per month on a compounded interest basis. The interest is calculated on a daily basis
but accrued monthly in arrears.

** Actuarial deficit relates to the amounts receivable from the various sponsors relating to their respective portions of the
Scheme's actuarial deficits as per the actuarial valuation carried out in 2014.

4 TRANSFERS (OUT)/IN

Transfer values represent the amounts receivable in respect of benefits transferred by our members from other schemes while
transfers out represent amount payable to other schemes by members who exited.

2015 2014
Shs'000 Shs'000
Individual transfers out to other Schemes = (3,032)
Individual transfers in from other Schemes = 264
- (2,768)

5 WITHDRAWALS
Monthly pensions 473,785 436,908
Commutations and lump sum retirement benefits 611,402 466,864
Trivial pension 5,603 4,155
Refunds to members leaving service (unvested) 219,479 79,712
Deferred payments 10,455 -
Risk based premium* 220,970 222,945
1,541,694 1,210,584

*Risk based premium paid isin respect of insurance of members i.e Group Life Assurance, last expense, critical illness, unemployment
benefit and permanent total disability. During the year 2015, the Scheme paid premium of Shs 220.9 million (2014 — Shs 222.9 million)
upon which reported claims as at 31st December 2015 amounted to Shs 220.9 million (2014 — Shs 258.5 million).

6 INVESTMENT INCOME

2015 2014

Shs'000 Shs'000

Interest on government securities held to maturity 170,082 518,334
Interest on short term deposits held to maturity 98,619 85,079
Interest on government securities available for sale 753,674 315,461
Interest on corporate bonds held to maturity 140,524 78,617
Dividends receivable 143,472 118,185
Rent income 355,722 332,229
Other investment income 4,548 1,868
1,666,641 1449,773
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7 OTHER INCOME
2015 2014
Shs'000 Shs'000
Interest income on bank balances 1,584 847
8. INVESTMENT MANAGEMENT AND ADMINISTRATION FEES
Fund management expenses 63,671 61,769
Custodian fees 30,183 24918
Property expenses (note 9) 130,151 154,682
224,005 241,369
9. PROPERTY EXPENSES
Pension Towers 33,085 35,562
CPF House 27478 30,212
Metropark Building 14,107 27927
Eldoret 1,079 18,047
Palli house 11,292 15,691
Langata Shopping centre 18,561 7673
Lavington, Nairobi 4110 6,566
Kenwood House 6,601 6,286
Changamwe, Mombasa 1,500 2,282
Mann Apartments, Kilimani, Nairobi 3,376 2,190
Ngei II, Nakuru 804 646
Karen, Nairobi 910 418
Lamu = 415
Mtwapa, Mombasa 1,009 350
Mohamed Kahero, Nakuru 792 292
Ngei |, Nakuru 314 43
Mombasa Car Park 952 35
Busia 46 31
Konza 126 16
Kitengela 1,581 -
Thika 518 -
Chaka 1,674 -
Nakuru Residential Land 236
130,151 154,682
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10. ADMINISTRATIVE EXPENSES

2015 2014

Shs'000 Shs'000

Administrative fees* 295,015 240,445
Other trustees support services & reimbursement** 337610 283,145
Members education and outreach expenses 39,964 68,030
Travel expenses 3495 1,772
Trustees' fees 22,318 19,628
Debt collection fees 22,565 1,685
Professional fees 19,151 2,915
AGM expenses 10,632 16,251
Legal fees 12,045 14,928
Education and training Trustees 6,056 4,680
Actuarial fees 3,785 1,770
Retirement Benefits Authority levy 5,000 5,000
Bank charges 7396 3,324
Branch expenses 28448 43,666
Audit fees 2,628 2416
Depreciation 27101 12,481
Other expenses 7,678 -
Branch rent expenses 10141 -
Rental debt recovered (4,559) (26,274)
856,469 705,862

* Administration fees relates to the fees paid to the CPF Financial Services Limited for the administration services provided to
the Scheme in the year at the rate of 1% of the Quarterly Fund Value.

** Other Trustees support fees relates to fees paid to the administrator for other services which are not standard administrative
services such as Legal, Member Education and Outreach Services, Debt Management, Corporate and Stakeholder Relations
and Communications etc at the rate of 1.25% of the Quarterly Fund Value.

1. PROVISION FOR DOUBTFUL RECEIVABLES

2015 2014

Shs'000 Shs'000

Provision for doubtful contributions and penalties 3,101,039 5483,297
Provision for doubtful rent debts 5167 31,505
Provision for other doubtful receivables = 600
3,106,206 5,515,402
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12 FAIR VALUE GAINS ON REVALUATION OF INVESTMENTS

2015 2014
Shs'000 Shs'000
Fair value (loss)/gain on government securities — available for sale (note 17) (554,348) 229,992
Fair value (loss)/gain on quoted investments (note 27) (673,201) 378,044
Fair value (loss)/gain on offshore investment (note 28) - (1419)
Fair value gain on unquoted investment (note 29) (46,417) 423,800
Fair value gain on REITs (note 19) 5,625 -
(1,268,341) 1,030417
13. GAINS ON REALISATION OF INVESTMENTS
Loss on disposal of government securities available for sale (note 17) (45,770) 12,107
Gain on disposal of government securities held to maturity (note 18) - 66,769
Gain on disposal of quoted investments (note 27) (15,377) 23,692
Gain on disposal of other investments - 15,468
Fair value gain on disposal of unquoted investments (note 29) (24,385) -
Gain on sale of offshore investments (note 28) 45474 -
(40,058) 118,036
14 (a) CASH AND BANK BALANCES
Bank balances 388,739 222,804
(b) CASH AND CASH EQUIVALENTS
Cash and bank balances (note 14 (a)) 388,739 222,804
Fixed deposits maturing within 90 days (note 15) 1,233,905 923,345
1,622,644 1,146,149
Less: Provision for doubtful deposits (66,700) -
1,555,944 1,146,149
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15. SHORT TERM DEPOSITS HELD TO MATURITY

At 31 December 2015 Maturity date Interest rate Shsgg(}(s)
Kenya Commercial Bank Limited 03-Jan-16 14.00% 50,518
Cooperative Bank of Kenya Limited 06-Jan-16 23.50% 2,531
Cooperative Bank of Kenya Limited 13-Jan-16 21.00% 100,491
Cooperative Bank of Kenya Limited 13-Jan-16 21.00% 13,972
Diamond Trust Bank Limited 18-Jan-16 14.00% 96,037
Family Bank 21-Jan-16 17.00% 17016
Family Bank 21-Jan-16 17.00% 11,010
Cooperative Bank of Kenya Limited 26-Jan-16 20.00% 20,712
Kenya Commercial Bank Limited 27-Jan-16 20.00% 6,728
Kenya Commercial Bank Limited 28-Jan-16 20.00% 45,519
Kenya Commercial Bank Limited 28-Jan-16 20.00% 31,536
Kenya Commercial Bank Limited 28-Jan-16 20.00% 28,951
Cooperative Bank of Kenya Limited 31-Jan-16 14.00% 12,014
Cooperative Bank of Kenya Limited 01-Feb-16 14.00% 11,008
Kenya Commercial Bank Limited 01-Feb-16 20.00% 10,117
Commercial Bank of Africa 04-Feb-16 17.00% 77947
Commercial Bank of Africa 04-Feb-16 17.00% 35,897
Commercial Bank of Africa 08-Feb-16 18.50% 18,284
Commercial Bank of Africa 08-Feb-16 18.50% 15,057
Family Bank 17-Feb-16 20.00% 101,333
Family Bank 18-Feb-16 20.00% 34,782
Family Bank 22-Feb-16 20.00% 12,250
Cooperative Bank of Kenya Limited 24-Feb-16 12.00% 11,649
Cooperative Bank of Kenya Limited 25-Feb-16 12.00% 35414
Housing Finance 14-Mar-16 12.00% 1,560
Bank of Africa 15-Mar-16 18.00% 7458
Bank of Africa 15-Mar-16 18.00% 4,032
Bank of Africa 17-Mar-16 17.00% 3,120
Family Bank 17-Mar-16 14.00% 101
Diamond Trust Bank Limited 21-Mar-16 13.50% 54,280
Diamond Trust Bank Limited 21-Mar-16 13.50% 5,528
Bank of Africa 22-Mar-16 17.00% 9,741
Kenya Commercial Bank Limited 28-Mar-16 13.00% 54,269
Chase Bank (Kenya) 30-Mar-16 20.25% 70,965
Housing Finance 30-Mar-16 19.00% 5,853
Housing Finance 30-Mar-16 19.00% 3482
Kenya Commercial Bank Limited 03-Apr-16 14.00% 50,518
Imperial Bank Kenya On call 24.00% 67,665
Housing Finance On call 12.00% 22,599
Housing Finance On call 12.00% 18,261
Bank of Africa On call 8.00% 15,023
Diamond Trust Bank Limited On call 14.00% 13,510
Diamond Trust Bank Limited On call 14.00% 9,507
NIC Bank On call 9.00% 7617
NIC Bank On call 9.00% 4,508
Housing Finance On call 12.00% 3,535

1,233,905
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15 SHORT TERM DEPOSITS HELD TO MATURITY
2015
At 31 December 2015 Maturity date Interest rate Shs'000
Maturity analysis:

Maturing within 90 days (note 14(b)) 1,233,905
Maturing over 90 days -
Less: Provision for doubtful deposits held with Imperial Bank (66,700)
1,167,205

The weighted average interest rate as at 31 December 2015 was 17.23%.
2014
At 31 December 2014 Maturity date Interest rate Shs'000
Equity Bank Limited On call 11.75% 20,824
Cooperative Bank of Kenya Limited On call 10.50% 17,073
Imperial Bank Limited On call 10.00% 13,028
Cooperative Bank of Kenya Limited On call 9.00% 12,743
Equity Bank Limited On call 10.50% 11,028
Diamond Trust Bank Limited On call 9.75% 10,096
Housing Finance On call 10.00% 8,399
Family Bank Limited On call 10.00% 7,632
NIC Bank Limited On call 9.00% 7,036
Chase Bank Limited On call 10.50% 6,680
Family Bank Limited On call 10.75% 5,613
Equity Bank Limited On call 9.50% 4,066
Family Bank Limited On call 10.00% 3,535
Housing Finance On call 8.50% 3,054
Equity Bank Limited On call 9.50% 5,071
Family Bank Limited On call 10.00% 4,538
Kenya Commercial Bank Limited On call 8.00% 1,017
Family Bank Limited On call 10.00% 1,013
Chase Bank Limited 31-Mar-15 13.75% 34,013
Chase Bank Limited 23-Mar-15 13.75% 32,586
Chase Bank Limited 12-Mar-15 13.25% 17,832
Kenya Commercial Bank Limited 9-Mar-15 12.35% 61,137
Development Bank Limited 2-Mar-15 13.00% 4,548
Housing Finance 25-Feb-15 13.00% 11,445
Chase Bank Limited 17-Feb-15 12.90% 3,553
Kenya Commercial Bank Limited 9-Feb-15 12.35% 61,137
Bank of Africa Kenya Limited 6-Feb-15 13.00% 14,269
Bank of Africa Kenya Limited 29-Jan-15 13.00% 12,572
Imperial Bank Limited 28-Jan-15 13.25% 48717
Cooperative Bank of Kenya Limited 21-Jan-15 13.00% 11,031
Equity Bank Limited 12-Jan-15 13.00% 97104
Housing Finance 5-Jan-15 13.00% 10,003
Chase Bank Limited 15-Jan-15 12.90% 49,045
Kenya Commercial Bank Limited 9-Jan-15 12.35% 305,684
Housing Finance 12-Jan-15 10.50% 6,223

923,345
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15 SHORT TERM DEPOSITS HELD TO MATURITY

2014
Maturity analysis: Shs'000
Maturing within 90 days (note 14(b)) 923,345
Maturing over 90 days -
923,345
The weighted average interest rate as at 31 December 2014 was 12.84%.
16 TREASURY BILLS
2015 2014
Shs'000 Shs'000
Held to maturity
Nominal value 12,000 -
Less: Unearned discount (1,543) -
10457 -
At the beginning of the reporting period = 130454
Additions 10,192 25,836
Proceeds on maturity/disposals - (156,290)
Add: accrued interest 265 -
At the end of the reporting period 10457 -
The effective weighted interest rate on the treasury bills was 18% (2014: Nil).
17 GOVERNMENT SECURITIES - AVAILABLE FOR SALE
At fair value
2015 2014
Shs'000 Shs'000
Cost at beginning of the reporting period 7,577,000 1,886,832
Additions 1,641,639 1,646,396
Proceeds from disposals (1,181,209) (474,999)
Gain/(loss) on disposals (45,770) 12,107
Add: fair value (loss)/ gain (554,348) 229,992
Reclassified from held to maturity (note 18) - 4,276,672
Government securities — at market value 7437312 7,577,000

The effective weighted interest rate on the government bonds available for sale was 11.58 % (2014: 10.99%).
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18

19

GOVERNMENT SECURITIES —HELD TO MATURITY

At amortised cost

2015 2014
Shs'000 Shs'000
Cost at beginning of the reporting period = 5,135,200
Additions - -
Proceeds from redemptions/disposals - (800,941)
Gain on disposal - 66,769
Accrued interest - (124,356)
Reclassified to available for sale (note 17) - (4,276,672)
Government treasury bonds — at amortised cost = -
The maturity dates for government securities at cost are:
- Within one year = -
- After one year but within two years - -
- After two years but within five years - -
- After five years - -
REAL ESTATE INVESTMENT TRUST (REIT)
At fair value
No. of Disposal Gainon Revaluation
Cost units proceeds disposal Value Additions gain Value
per unit 2014 2014 2014 2014 2015 2015 2015
Shs'000 Shs'000 Shs'000 Shs'000 Shs'000 Shs'000
Stanlib REIT 20 - - - - 50,000 5,625 55,625
- - 50,000 5,625 55,625
Notes:

Market value for the quoted Stanlib REIT is determined by reference to Nairobi Securities Exchange prices prevailing at the end

of each reporting date.
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20 CORPORATE BONDS - HELD TO MATURITY

Interest
Maturity rate 2015 Interest rate 2014
At amortised cost date 2015 Shs'000 2014 Shs'000
African Banking Corporation limited 13-Mar-23 13.00% 15,295 12.60% 15,295
Athi River Mining Limited 31-Oct-19 12.38% 15,289 12.00% 36,808
British American Insurance Limited 6-Sep-27 10.75% 24,972 12.50% 24,972
Commercial Bank of Africa 14-Dec-20 11.38% 133,046 12.75% 133,046
Centum Limited 18-Sep-17 13.50% 5182 13.50% 5182
Centum Limited 6-Jun-22 12.70% 67,307 - -
CfC Stanbic Bank Limited 7-Jul-16 12.50% 79,309 7.25% 79,214
Chase Bank Limited 22-Jul-15 6.63% 30,120 - -
Corporate Insurance Company 2-Oct-19 12.80% 19,299 13.00% 18,188
Consolidated Bank Limited 22-Jul-19 13.25% 52,839 13.75% 52,839
East African Breweries Limited 2-Oct-15 12.25% 39,910 - -
Family Bank Limited 6-Jun-22 13.75% 9,329 - -
Housing Finance Corporation Ltd 15-Jan-24 11.10% 198,562 8.50% 198,675
| & M Bank Limited 9-Dec-19 12.87% 55,311 12.80% 55,31
Kengen Limited 31-Oct-19 12.60% 295,048 12.50% 336,106
Mabati Rolling Mills Limited 17-Oct-16 1311% 51,093 13.00% 51,532
NIC Bank Limited 15-Jan-24 12.75% 7,837 12.50% 5914
Safaricom Limited 3-Nov-15 775% = 12.00% 91,242
Shelter-Afrique 24-Sep-18 12.75% 41,303 12.50% 41,303
1,141,051 1,145,627
2015 2014
Shs'000 Shs'000
Movement in corporate bonds is analysed as follows:
At beginning of the reporting period 1,145,627 1,214,819
Additions 204,351 236,866
Proceeds from disposals (234,599) (309,595)
Add: accrued interest 25,672 3,537
1,141,051 1,145,627

Corporate bonds have been disclosed at amortized cost. This is due to the Scheme's intention of holding the bonds to maturity
both in current and subsequent years. The effective weighted average interest rate was 12.08% (2014 — 11.87%).
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21

22

23.

RECEIVABLES AND ACCRUED INCOME

2015 2014
Shs'000 Shs'000
Contributions receivable from Sponsors (note 23) 517,851 770,818
Rental receivables (net) (note 24) 56,924 5,017
Prepayments 327,927 172,357
Deposits 6,620 6,620
Sundry receivables 10413 22,969
VAT receivable = 15,580
Dividend receivable 28410 19,955
Due from related parties 45,302 93,657
Withholding tax recoverable - 3,000
993,447 1,109,973
INTEREST ON OUTSTANDING CONTRIBUTION
At beginning of the year - -
Interest income* (note 3) 1129,397 732180
Receipts = -
Provision for bad and doubtful receivables (note 23) (1,129,397) (732,180)

At end of the year

*Relate to interest on outstanding contribution charged on outstanding contributions as required by the Scheme regulations
that were not recognized as income in the prior years. Interest is charged at a rate of 1.25% per annum on a compounded interest
basis. The interest is calculated on a daily basis but accrued monthly in arrears.

CONTRIBUTIONS RECEIVABLE FROM COUNCILS

At beginning of the year 721,508 3,878,527
Contribution income 5,060,968 3,928,828
Transfers out - (2,768)
Receipts (2,158,419) (1,550,471)
Provision for bad and doubtful receivables:

- Outstanding contributions (1,976,809) (4,751,118)

- Interest and penalties (1,129,397) (732,180)
At end of the year 517,851 770,818
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24. RENT RECEIVABLE (NET)

2015 2014

Shs'000 Shs'000
At beginning of the year 5,017 2,162
Rent income 355,722 332,229
Receipts (298,648) (299,739)
Provision for doubtful debts (5,167) (29,635)
At 31 December 56,924 5,017

25. FURNITURE AND FITTINGS
COST
1January 24,963 -
Additions 27438 24,963
31 December 52,401 24,963
DEPRECIATION
1January 12,481 -
Charge for the year 26,201 12,481
31 December 38,682 12,481
NET BOOK VALUE
31 December 13,719 12,482
26. INTANGIBLE ASSETS

COST
1January = -
Additions 1,800 -
31 December 1,800 -
AMORTIZATION
1January - -
Charge for the year 900 -
31 December 900 -
NET BOOK VALUE
31 December 900 -
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/ DEFINED BENEFIT SCHEME /

Notes to the Financial Statements
for the year ended 31 December 2015 (cont’d)

28. OFFSHORE INVESTMENTS AT FAIR VALUE

Market value

Market value

2015 2014
Shs'000 Shs'000
Templeton Global Equity Fund - 167,601
Movement in offshore investments was as follows:
Opening balance 167,601 49,020
Additions = 120,000
Proceeds from disposals (213,075) -
Changes in market rate - (1419)
Gain on disposal 45474 -
- 167,601
29. UNQUOTED INVESTMENTS
Cost No of Gain/
per No.of unitsasat loss on Revaluation
unit  units  Disposal 31/12/15 Value Additions Diposals disposal Gain/Loss Value
2014 2015 2015 2014 2015 2015 2015 2015 2015
000 000 ‘000 Shs'000 Shs'000 Shs'000 Shs'000
Consolidated 20 2239 - 2,239 44,780 - - - = 44,780
Bank of Kenya
Ltd
Family Bank 29 52,000 (5,583) 46417 1,560,000 - (143705)  (24,385) 46417 1,346,093
Ltd
CPF Financial 2,000 100 - 100 200,000 - - - = 200,000
Services Ltd
54,339 (5,583) 48756 1,804,780 - (143705)  (24,385) 46417 1,590,873

The Trustees uses either the price of recent transactions where available; or book value multiples or earnings multiples of other

comparable listed entities to estimate the fair value of the unquoted investments or to evaluate impairment of these investments.
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30. INVESTMENT PROPERTY
INVESTMENT PROPERTY AT FAIR VALUE

Fair value Additions Fair value Balance

1-Jan-15 adjustments 31-Dec-15

Shs'000 Shs'000 Shs'000 Shs'000

L.R.209/2650- MetroPark 610,000 8,997 6,503 625,500
L.R.209/2464-Kenwood House 350,000 8,313 9,687 368,000
L.R.209/4866/7- CPF house 820,000 15,362 4,638 840,000
L.R.209/10828-Langata S.C 250,000 - - 250,000
L.R116/7/8-Palli house 227,000 4,353 4,647 236,000
Msa plot XXV/116-MSA 44,000 - 1,000 45,000
Msa plot XXV/117-MSA 44,000 - 1,000 45,000
L.R.209/638/1-Pension Towers 1,074,000 3,255 49,745 1,127,000
Block 4/224 -Ngei Estate Phase | 108,954 - 7,046 116,000
Block 4/237 -Ngei Estate Phase Il 94,425 - 5,575 100,000
Block 4/240-Ngei Estate Phase Il 36,317 - 2,683 39,000
Block 4/247-Ngei Estate Phase Il 26,149 - 1,851 28,000
Block 4/248-Ngei Estate Phase Il 17432 - 1,568 19,000
Block 4/249-Ngei Estate Phase Il 5,811 - 189 6,000
Block 2/104-Mohamed Kahero A 29,344 1,059 597 31,000
Block 2/131-Mohamed Kahero A 94,934 - 5,066 100,000
Block 2/131-Mohamed Kahero B 72,635 - 5,365 78,000
New Changamwe Estate 540,000 - 11,000 551,000
LR Block9/29 Kisumu MUN. 365,000 - 20,000 385,000
L.R NO 3734/1083/Nairobi 260,000 912 (912) 260,000
Mainland Nort/Section 111/406, Mtwapa 300000 - 6,000 306,000
Thika L.R 4953/2338/2339/2340 300,000 - 8,000 308,000
L.RNO. 6939/1:0LOLUA RIDGE 600,000 - 40,000 640,000
Kajiado/Kaputie - North/28292 87,850 - 7150 95,000
Kajiado/Kitengela 5664 216,000 - 4,000 220,000
Freedom Heights Construction in Progress 140,932 595,116 - 736,048
Chaka Road, Nairobi 450,000 - 50,000 500,000
Eldoret 320,000 1117 278,883 600,000
Nakuru Property 232,000 3,203 34,797 270,000
Kilimani, Nairobi 335,000 4,353 10,647 350,000
Mombasa Plot L.R 2562/294 10,000 - 8,000 18,000
Mombasa Plot L.R 2562/294 10,500 - - 10,500
Mombasa Plot L.R 2562/298 5,200 - - 5,200
8,077483 646,040 584,725 9,308,248

The fair value measurements of the Scheme's investment property as at 31 December 2015 were performed by Laser Property
Services Limited, registered and independent valuers.
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31 PAYABLES AND ACCRUALS

2015 2014

Shs'000 Shs'000

Tenants security deposits 4,369 70,062
Accrued payments 83,628 106,346
RBA Levy payable 5,000 5,000
Other payables 114,645 145,600
Additional Voluntary Contribution (AVC) payable* 2,180,729 2,519,288
Deferred pension benefits 23,259 23,261
Freedom Heights Property Sales Deposits 168,333 -
Due to related parties 151,226 -
2,731,189 2,869,557

*AVC payable relates to excess contributions and transfers from the sponsors that were previously managed in-house schemes
and the interest payable thereon.

32. FUND BALANCE

2015 2014

Shs'000 Shs'000

NET ASSETS AT 1 JANUARY 21,869,164 22,651,603
Increase/(decrease) in net assets for the year 549,004 (782,439)
NET ASSETS AT 31 DECEMBER 22,418,168 21,869,164

33. FINANCIAL RISK MANAGEMENT

The Scheme generates revenues for the members by investing in various income generating activities which involve trading in
the securities exchange, trading in government securities and off-shore investments. These activities expose the Scheme to a
variety of financial risks, including credit risk and the effects of changes in equity market prices, foreign currency exchange rates
and interest rates. The Scheme's overall risk management programme focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on its financial performance.

Risk management is carried out by the investment managers and the Trustees under policies approved by the Trustees.
Investment managers review the market trends and information available to evaluate the potential exposures. They then arrive
at strategies to mitigate against market risks.

Market risk

The Scheme invests internationally and is exposed to foreign exchange risk arising from various currency exposures, primarily
with respect to the US dollar. Foreign exchange risk arises from investment in offshore investments.

The Scheme's currency risk is low because the funds are held for a long term period and any currency losses are expected to
be recouped through interest income received. The investment managers manage foreign exchange risk by limiting offshore
investments to strategic range of 11% of total portfolio.

50



ANNUAL REPORT AND FINANCIAL STATEMENTS 2015

Notes to the Financial Statements
for the year ended 31 December 2015 (cont’d)

33. FINANCIAL RISK MANAGEMENT

Market risk (contd)

(i)  Foreign exchange risk
At 31 December 2015 the Scheme has disposed all of the offshore investments and was therefore not exposed to foreign
exchange risk. However, as at 31 December 2014, if the Shilling had weakened/strengthened by 5% against the US dollar
with all other variables held constant, the increase or decrease respectively in the net increase in assets would amount to
approximately Shs 8,380,050.

The Scheme’s foreign denominated offshore investments are analysed in the table below:

31 December 2015 - Nil
31 December 2014

Unit Currency Market value Amount
in foreign Exchange rate recorded
currency used Shs' 000
Templeton UsD'000 2009 8342 167,601

(i)  Pricerisk
The Scheme is exposed to equity securities price risk because of investments in quoted shares which are classified as
held for trading. To manage its price risk arising from investments in equity and debt securities, the Scheme diversifies its
portfolio. For equities, the Scheme has invested in companies in different sectors of the economy. All quoted shares held by
the Scheme are traded on the Nairobi Securities Exchange (NSE).

If the price of equity securities were to appreciate/depreciate by 5% it would have resulted in an increase or decrease in the
net increase in net assets of Shs 234,413,950 (2014 — Shs 184,883,516).

(iii)  Interest rate risk
The Scheme's interest bearing assets are investments in treasury bonds and short term deposits. All of these instruments are
at fixed interest rates. The nature of financial instruments held, mitigates interest risk exposure of the Scheme. Fluctuations
in interest rates will have an insignificant effect on the Scheme.

Credit risk

Credit risk arises from cash and cash equivalents, short term deposits, interest bearing investments, and receivables. As part of
the credit risk management system, the investment managers and the Trustees monitor and review information on significant
investments. The Trustees have approved larger portfolio investments with the Government of Kenya which has a low credit rating
and also a low default record.

The credit risk on liquid funds and bank balances is limited because the counter parties are banks with high credit ratings assigned
by the bank regulator.

The amount that best represents the Scheme’s maximum exposure to credit risk as at 31 December 2015 is made up as follows:
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33. FINANCIAL RISK MANAGEMENT
Credit risk (cont'd)
2015 Fully performing Past due Impaired Total
Shs'000 Shs'000 Shs'000 Shs'000
Treasury bonds 7437312 - - 7437312
Corporate bonds 1,141,051 - - 1,141,051
Cash and cash equivalents 1,555,944 66,700 (66,700) 1,555,944
Receivables 948,631 14,014,338 (13,969,522) 993,447
11,082,938 14,081,038 (14,036,222) 11,127,754
2014
Treasury bonds 7,577,000 - - 7,577,000
Corporate bonds 1,145,627 - - 1,145,627
Offshore investments 167,601 - - 167,601
Cash and cash equivalents 1,146,129 - - 1,146,129
Receivables 823,900 11129127 (10,843,054) 1,109,973
10,860,257 1,129,127 (10,843,054) 11,146,330

The debts that are impaired are fully provided for. The debts that are past due are not impaired and continue to be paid.
The Scheme's management is actively pursuing these debts. There are no collateral held against these assets. There is no
concentration risk as these investments are diversified.

Liquidity risk

The Scheme is required to make payments in respect of pension payments when members withdraw or retire from the Scheme,
and is therefore exposed to the risk of difficulty in raising funds to make such payments. It therefore invests a portion of its assets
in investments that are readily convertible to cash. The investment managers monitor the Scheme's liquidity on a regular basis
and the Trustees review it on a quarterly basis.

The amounts disclosed in the table below are the contracted undiscounted cash flows of the Scheme's financial liabilities.
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33.

FINANCIAL RISK MANAGEMENT

Liquidity risk (cont'd)

1-3

3-6

6-12

Over

months months months 1year Total
2015 Shs'000 Shs'000 Shs'000 Shs'000 Shs'000
Financial liability
Payables (2,731189) - - - (2,731189)
Financial assets
Treasury bonds 91,242 - 130,746 7,215,324 7437312
Treasury bills - - 8,753 1,704 10,457
Corporate bonds 1,141,051 - - - 1,141,051
Quoted equity investment 3,041,781 - - - 3,041,781
Unquoted investment 1,590,873 - - - 1,590,873
Receivables 993447 - - - 993447
Cash and cash equivalents 1,555,944 - - - 1,555,944
8414,338 - 139499 7,217,028 15,770,865
Net liquidity gap 5,683,149 - 139,499 7,217,028 13,039,676
2014
Financial liability
Payables (2,869,557) - - - (2,869,557)
Financial assets
Treasury bonds 58,982 49,959 227,674 7,078,958 7415,573
Corporate bonds 48,326 - - 1,097,301 1,145,627
Offshore investments 167,601 - - - 167,601
Quoted equity investment 3,697,626 - - - 3,697,626
Unguoted investment 1,804,780 - - - 1,804,780
Receivables 1,109,973 - - - 1,109,973
Cash and cash equivalents 1,146,129 - - - 1,146,129
8,033417 49,959 227674 8,176,259 16,487,309
Net liquidity gap 5,163,860 49,959 227,674 8,176,259 13,617,752
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33. FINANCIAL RISK MANAGEMENT

Liquidity risk (cont'd)
The Scheme's current liabilities are all payable within a year.

Fair value of financial assets and liabilities
The table below shows an analysis of financial instruments at fair value by level of the fair value hierarchy. The financial instruments
are grouped into levels 1to 3 based on the degree to which the fair value is observable:

iy Level1fair value measurements are those derived from quoted prices ( unadjusted) in active markets for identical assets
or liabilities;
iy Level 2 fair value measurements are those derived from inputs other than quoted prices included within level 1 that are

observable for the asset or liability, either directly (i.e. as a price) or indirectly (i.e. derived from prices); and

iii)  Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability that
are not based on observable market data (unobservable inputs).

Note Level 1 Level 2 Level 3 Total
Shs'000 Shs'000 Shs'000 Shs'000
31 December 2015
Fair value through profit or loss:
Equity investments 27 3,041,781 - - 3,041,781
REIT 19 10457 - - 10457
Investment property 30 - 9,308,248 - 9,308,248
Available for sale:
Government securities 17 7437312 - - 7437312
Unquoted equity 29 - 1,590,873 - 1,590,873
10,489,550 10,899,121 - 21,388,671
31December 2014
Fair value through profit or loss:
Equity shares 25 3,697,626 - - 3,697,626
Offshore investments 26 167,601 - - 167,601
Investment property 28(a) - 8,077483 - 8,077483
Available for sale:
Government securities 17 7,577,000 - - 7,577,000
Unquoted equity 27 - 1,804,780 - 1,804,780
11,442,227 9,882,263 - 21,324,490

Unquoted equity under level 2 relates to investments in Consolidated Bank of Kenya Limited, Family Bank Limited and CPF
Financial Services Limited which are not quoted in the Nairobi Securities Exchange (active market) but whose price can be readily
sourced from an over the counter market available to the shareholders of these companies and also the investment managers.

There were no transfers between levels 1, 2 and 3 in the year (2014: none).
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34.

35.

36.

MANAGEMENT OF MEMBERS' FUNDS

The Scheme maintains an efficient structure of members' funds consistent with the Scheme's risk profile and the regulatory and

market requirements of its operating environment.

The Scheme's objectives when managing members' funds are to safeguard the Scheme's ability to continue as a going concern in

order to fulfill its obligations of paying retirement benefits when they fall due.

The constitution of members' funds managed by the Scheme is as shown on note 30.

RELATED PARTY TRANSACTIONS

a) The Scheme transacts with its members, the various local authorities in Kenya. Amounts due from the sponsors represent

contributions and related interest outstanding at year end.

2015 2014
Shs'000 Shs'000
Receivable from sponsors 14,487,789 11,633,258
Net receivable from CPF Financial Services Limited 42142 86,543
Net receivable from CPF Individual Pension Scheme = 6,650
Net receivable from Laptrust (Umbrella) Retirement Fund 794 5,619
Net receivable from Laser Property Services Limited 1124 464
Payable to sponsors 48,827
Net payable to CPF Individual Pension Scheme 63,292 -
Net payable to Laptrust (Umbrella) Retirement Fund 86,691 -
b) Key management remuneration
Salaries and other benefits 28,362 24,308

ACTUARIAL VALUATION

The Trust's Deed requires that an actuarial valuation be carried out at least once every three years. An actuarial valuation was last
carried out as at 31 December 2014 by Alexander Forbes Financial Services (EA) Limited and a final actuarial valuation report was

issued in June 2014.

The valuation was performed using the projected unit method. The actuaries estimated that the actuarial present value of past
service liabilities amounted to Shs 24,988 million at 31 December 2014, and that the value of Scheme liabilities exceeded the

assets by Shs 3,119 million at that date.

The Trust's Deed requires that an actuarial valuation be carried out at least once every three years. However owing to the need to

assess the actuarial position and effectiveness of remedial plan submitted to Retirement Benefits Authority in 2012, an actuarial
valuation was carried out as at 31 December 2014 by Alexander Forbes Financial Services (EA) Limited and a final actuarial

valuation report was issued in June 2015.
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36.

37.

38.

39.

40.

56

ACTUARIAL VALUATION (cont'd)

The financial assumptions adopted for the valuation included the following:

Return on investments 9%
Salary increases 5%
Increases in pension 0%

Based on the recommendations of the Actuary, the Trustees considered and awarded a pension increase to the members as
follows:

Period of Retirement One off
percentage

increase

Before 31 Dec 2010 12.55%
Between 1Jan 2011 and 31 Dec 2011 9.27%
Between 1Jan 2012 and 31 Dec 2012 6.09%
Between 1Jan 2013 and 31 Dec 2013 3.00%

After 1Jan 2014 -

FAIRVALUE

The Trustees consider that there is no material difference between the fair value and the carrying value of the Scheme’s financial
assets and liabilities where fair value details have not been presented.

CONTINGENT LIABILITIES

Other than the liability to pay future pensions and other benefits, there were civil suits lodged against the Scheme by various
parties in the normal course of business.

Based on the information currently available, and legal advice by the Scheme's legal advisors, the Trustees believe that the
ultimate resolution of the legal proceedings would most likely not have a material effect on the results of the Scheme's operations,
financial position or liquidity (2014: Shs nil).

REGISTRATION

The Scheme is registered in Kenya under the Retirement Benefits Act.

CURRENCY

The financial statements are presented in Kenya Shillings (Shs).
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Contacts

KENYA HEAD OFFICE

CPF House, 6th Floor,

Haile Selassie Avenue,

P.O Box 28938-00200 Nairobi.
Mob: 0720-433354, 0735763293
Tel: +254 (020) 2046901-5

Fax: +254 (020) 2251807

Email: info@cpf.or.ke

ELDORET OFFICE BRANCH
Zion Mall,

1st Floor, Uganda Road.

Tel: +254-2046 901-5

+254-720 433 354

P.O. Box 8805 - Eldoret
Emailiinfo@cpf.orke

KISUMU OFFICE BRANCH
Central Square Building,

2nd Floor, Oginga Odinga Street
Tel: +254-2046 901-5

+254-720 433 354

P.O. Box 7468 - Kisumu

Email: info@cpf.orke

GARISSA OFFICE BRANCH
Immigration House,

Ground Floor

Email: info@cpf.orke

MOMBASA OFFICE BRANCH
Jubilee Arcade,

1st Floor, Moi Avenue.

Email: info@cpf.orke

NYERI OFFICE BRANCH
Kang'aru Annex,

2nd Floor.

Email: info@cpf.or.ke

BUNGOMA OFFICE BRANCH
New Island Buildings,

1st Floor,

Next to the County Government,
Bungoma Town.
bungoma@cpf.orke

MERU OFFICE BRANCH
Amee Centre,

1st Floor,

Opposite Barclays Bank,
Meru.

meru@cpf.orke

NAKURU OFFICE BRANCH
Tamoh Plaza

1st Floor,

Next to Prestige Mall,

Nakuru.

nakuru@cpf.or.ke

SOUTH SUDAN OFFICE BRANCH

BCB Junction, Plot No. 7,
Block 2, 2nd Floor,

Juba, South Sudan.

Tel: +211-954 531 024
+211-954 531051

Email: laptrustsouthsudan@cpf.or.ke
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