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CPF

Fulfilling Lives

CORPORATE
ADMINISTRATOR

CPF Individual Pension Plan
Integrated Report & Financial Statements

A SMALL SAVING TODAY,
A GREAT LIFE TOMORROW.



OUR VISION

“To improve the quality of lives of members”

OUR MISSION

“To provide innovative retirement benefits
that enhance the social —economic welfare of
all the contributors and beneficiaries”

CORE VALUES

- Team spirit
- Innovativeness
- Professionalism
- Integrity
. Customer Focus
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NOTICE OF THE ANNUAL GENERAL MEETING

Notice is hereby given that the 5" Annual General Meeting (A.G.M) of the CPF Individual Pension Scheme
will take place on Thursday 27th June, 2019 at the Pridelnn Paradise Beach Resort & Spa, in Mombasa
County starting from 8.30 A.M to 1:00 P.M.

Agenda

. Introduction and opening remarks

. Address by Chief Guest

. Reading of the Notice of the meeting

. Reading and taking note of the minutes of the Annual General Meeting held on 20th July, 2018
. Presentation of the Chairman’s report

. Presentation of the Administrator’s report

. Presentation of the Scheme’s Custodian Reports

. Presentation of the Investment Manager’s reports

. Presentation of the Financial Statements and Audited Accounts for year 2018
10. Award Ceremony

11. Question and Answers

12. Presentation by Stakeholders of the Scheme

183. Vote of thanks

OCoONOOORA,WN =

By order of the Board
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HOSEA KILI, OGW

GROUP MANAGING DIRECTOR/CEO

CPF FINANCIAL SERVICES LTD; THE SCHEME CORPORATE ADMINISTRATOR
FOR & ON BEHALF OF THE TRUSTEES OF CPF (INDIVIDUAL) PENSION SCHEME
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Auditors
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HOSEA KILI, OGW
Group Managing Director/ CEO

An advocate of the High Court of Kenya, Mr. Kili holds
a Masters of Business Administration from the Man-
agement College of Southern Africa (MANCOSA). He
is a Fellow Member of the Institute of Certified Public
Secretaries of Kenya (ICPSK); a Fellow and Council
Member of Kenya Institute of Management (KIM) and
an active member of the Law Society of Kenya (LSK).

Mr. Kili serves as a Council member of the East and
Central Africa Social Security Association (ECASSA)
and a Non-Executive Director at the Nairobi Securi-
ties Exchange (NSE). He is currently the Chairman of
the Association of Pensions Administrators of Kenya
(APAK).

A recipient of numerous commendations, Mr. Kili was
awarded the Presidential Order of Grand Warrior of
Kenya in December 2011 and the 2nd Runners up
CEO of the Year at the COYA Awards 2012. He was
also recognized as the Personality of the Year at the
2017 Pension Awards that sought to award excel-
lence in innovation and service provision to improve
the outcomes of both pension funds as well as mem-
bers. Mr. Kili was also recognized as the 2nd Runners
up in the ‘CEO of the Year’ category during the 2017
Champions of Governance Awards.

JOSEPH RONO

Director - Strategy, Finance and Investments

Joseph Rono is a Finance and Investments profes-
sional with over 15 years’ experience in private and
public sector development in the East African region.
His key areas of expertise include Strategy, finance
and Investments with a special interest in ICT, Strate-
gy formulation and implementation.

Mr. Rono is a recipient of numerous awards including
“Chief Investment Officer of the Year” Award at the
2017 Pension Awards. He is a Certified Public Ac-
countant (CPA K) and holds a BSc. Mathematics and
Computer from the Jomo Kenyatta University of Agri-
culture & Technology (JKUAT) and an MBA in Finance
from the University of Nairobi.

CHRISTINE NYAMWANDA

Director - Operations and Marketing

Christine Nyamwanda was the Director of Operations
and Marketing at CPF Financial Services. She brings
on board over 15 years of experience in the Retire-
ment Benefits and Financial sectors with key skills
in Strategy Development, Sales and Client Service.
Christine has over the years served in some of the
leading local and international institutions offering
Custody services, Scheme Administration, Consult-
ing and Fund Management.

She holds a Bachelor of Commerce Degree from the
Catholic University of Eastern Africa and is currently
pursuing a Masters in Public Policy Management at
Strathmore university.



ISAAC MITEI
Group Head of Legal & Company Secretary

Mr. Mitei, is currently the Group Company Secretary
and Head of Legal with CPF Financial Services. An
Advocate of the High Court of Kenya, Isaac Mitei has
over 12 years experience in the Legal field. He holds
an Honours Law Degree from Moi University and a
Diploma in Law from the Kenya School of Law.

Isaac is a member of the Law Society of Kenya (LSK)

and the Institute of Certified Secretaries of Kenya
(ICPSK)
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IRENE MBONGE

Group Head of Corporate Communication and
Public Affairs

Irene is a Chartered Public Relations practitioner
with 10 years’ experience in the areas of Corporate
Communications and Public Affairs. She holds an
MBA in Marketing from the University of Nairobi and
a post graduate diploma in Public Relations from the
Chartered Institute of Public Relations (UK). Irene is
the interim Chair of the Chartered Institute of Public
Relations — Kenya Chapter (CIPR-K), a member of
the Public Relation Society of Kenya (PRSK) and a
Standing Committee member of the East and Central
Africa Social Security Association (ECASSA).

EBLA MOHAMMED

Group Head of Human Resource & Administration

Ebla holds an MBA in Business Administration from
the United States International University (USIU), a
Bachelor’s Degree in Sociology from the University of
Nairobi and a Post-Graduate Diploma in Human Re-
source Development from the University of Nairobi.
She has over 15 years of comprehensive human cap-
ital management experience and is a Member of the
Institute of Human Resource Management (IHRM).

SOSPETER THIGA
Group Head of Risk and Compliance

Sospeter holds an MBA in Strategic Planning and a
BSc. Economics & Sociology from the University of
Nairobi. He is a Certified Public Accountant of Kenya
(CPA K), a member of the Institute of Certified Public
Accountants of Kenya (ICPAK), a certified Risk An-
alyst (CRA), a certified Information System Auditor
(CISA) and a Certified Change Management Practi-
tioner (Prosci).

CORNELIUS NDUMAI
Group Head of Internal Audit

Mr. Ndumai is a Certified Public Accountant, an ac-
tive Member of the Institute of Certified Public Ac-
countants of Kenya (ICPAK), the Institute of Internal
Auditors of Kenya (IIA-K) and Information Systems
Audit and Control Association (ISACA). He holds a
Bachelor’s degree in Administration (Accounting), an
MBA in Finance from the University of Nairobi, and
a Post-graduate Diploma in Banking & Finance. Mr.
Ndumai is an accomplished Financial and Audit pro-
fessional and brings on board over ten (10) years of
expertise.

TONY OLANG
Director - ICT

Mr. Tony Olang, in a career spanning over 19 years in
financial services, ICT and renewable energy sector
has contributed significantly towards the adoption of
technology for business processes in the region and
more so for the CPF Group.

He holds an MSc in information System Security from
the Universidad Empresarial de Costa Rica, a Post-
graduate Diploma in Information Systems Security
from the Cambridge Association of Managers as well
as a BSc. in Computing from the University of Ports-
mouth.
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JONATHAN MARUCHA

Director - Insurance Services

Mr. Marucha holds an MBA in Strategic Management,
Bachelor of Commerce (Insurance), a Diploma in In-
surance from the Chartered Insurance Institute (ClI)
and a Certificate in Life Assurance from LIC India. He
is a member of the Insurance Institute of Kenya (lIK),
Insurance Brokers of Kenya (A.l.B.K) and a trained di-
rector by the Center for Corporate Governance.

Jonathan is a multi-skilled insurance professional with
over 13 years’ experience in business development,
portfolio management, claims management, insur-
ance regulatory compliance, risk assessment and
valuation.
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SHAFANA RAJANI

General Manager, Property Services

Shafana has over 15 years of professional business
management experience with 7 years in the real es-
tate industry having served with an international Real
Estate company previously. She holds a BSc. De-
gree in International Business Administration and a
MA Degree in International Relations both from the
United States International University — Africa. She is
currently pursuing a PHD Program in Business Man-
agement. Shafana is a Member of Marketing Society
of Kenya.
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we appreciate the milestones that this

retirement plan has achieved in every
year of its operations. We can confidently
say that the Scheme is well on its way to
achieving the key objectives and reason

for its existence - to enhance social
security coverage in the country and
ultimately, in the region.”

HOSEA KILI, OGW

REPORT

It gives me great pleasure to present to you the annual
report and financial statements for the year ended
31st December, 2018; during which the Individual
Pension Scheme recorded positive growth despite
the challenging business environment.

The CPF Individual Pension Scheme is established
and registered with the Retirement Benefits Authority;
Operating on the Defined Contribution principles and
providing retirement benefits for persons resident in
Kenya and engaged in personal business either in
the formal or informal sectors, as per the rules of the
scheme.

As we look back on the performance of the CPF
Individual Pension Scheme, we appreciate the
milestones that this retirement plan has achieved
in every year of its operations. We can confidently
say that the Scheme is well on its way to achieving
the key objectives and reason for its existence - to
enhance social security coverage in the country and
ultimately, in the region.

We place our members at the heart of everything in
line with our mission of fulfilling lives, growing our
fund value and membership base year on year. The
fund’s key highlights in the year under review are as
follows;

- Increase in Net assets forthe year was Kshs.280.86
Million, compared to the previous year which had
witnessed a decrease of Kshs.34.9 Million owing
to exits by a big number of members drawn from
the state officers in counties.

. The fund value of the scheme stood at Kshs.
926,472,000 as at 31st December, 2018 compared
to Kshs. 645,612,000 the previous year.

- Active membership grew from 4,867 in the year
ended 31st December, 2017 to 5,989 in the year
ended 31st December, 2018.
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5989

as at 31st December,2018

4,867

as at 31st December,2017

Kshs. 926,472,000

as at 31st December,2018

Kshs. 645,612,000

as at 31st December,2017

Dec’16 Dec’17
Net Assets available for benefits ( Trust’s Fund Value)

Return on Investments

Portfolio Allocation as at 31st December 2018

Due from Related parties Cash and bank balances

2% 2%
Other Receivables & Prepayments Short term deposits
0% ! [ 3%

Quoted Equities Fixed Deposit
22% . y 18%

Corporate bond
1%

Government Securities- treasury bills
13%

Government securities — treasury bonds
39%
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CORPORATE ADMINISTRATOR’S REPORT

Performance Highlights

Over its six years in operation, the CPF Individual
Pension Scheme has continued to record impressive
growth, both in membership base as well as fund
value. The Scheme has been consistent in posting
positive results in earnings for members, year on
year. This can be attributed to prudent investments
and innovative marketing strategies which have
continued to yield good returns.

In the year under review, the scheme managed to
bounce back from the recorded decline in the fund
value in 2017, which had been occasioned by the
political cycle. The scheme’s fund value grew from
Kshs. 645,612,000 posted in the year ended 31st
December, 2017 to Kshs. 926,472,000 in the year
ended 31st December 2018. This is also attributed to
the macro political and social stability experienced in
the country in the intervening period.

Scheme Operations and Future Outlook

With 42% of the Kenyan population currently living
below the poverty line, low pension coverage levels,
a growing gap in income inequality, high levels of
dependency, and a weakened social fabric across
the country, pension schemes have an enormous
task ahead to address the myriad of challenges that
Kenyans face today. Pension coverage in Kenya
remains low and is largely constituted by the formal
workforce, which is in itself a very small percentage
of the economically active population- estimated
to be below 20% according to the Kenya National
Bureau of statistics.

Bringing the more than 80% informal workforce into
the fold has been a consistent challenge that the
fund continues to grapple with and ultimately, seeks
to address through innovation. To this end, the Fund
continues to enhance and integrate its business
processes with the latest technology systems in
the market in order to improve access and service
delivery to pension services.

In the year under review, the scheme rolled out
an online marketing campaign dubbed ‘Jiset na
MPension’ that seeks to leverage the CPF mobile
application as well as the USSD code: *289# with
the objective of signing up more members to the
scheme in a user friendly and easily accessible way.

Scheme Operations and Future Outlook
(continued)

It is important to appreciate that the organization put
in place a number of strategic business processes in
the year under review, which are expected to yield a
substantial membership growth in the current year,
and propel the scheme forward in its endeavor to
better serve the its members

The CPF Individual Pension Scheme asset value is
expected to grow strongly in the first half of 2019
due to growing brand recognition, the convenience
of saving offered by the M-pension platform as well
as our countrywide presence through the branch
network. The simplicity and convenience of the
M-pension product is expected to significantly
contribute to the increase in member enrolment into
the Scheme and consequently growth in the scheme
fund value in the next financial cycle.

Risk Management Status

The Corporate trustees for the Individual Pension
Plan through its administrator CPF Financial Services
Limited (the administrator) has put in place a robust
Enterprise Risk Management Framework (ERMF) to
guide it core functions along the agreed risk appetite
thresholds. Risk is an ever present occurrence and
has to be continually managed and contained. The
Trustees have benchmarked its ERMF against the
Committee of Sponsoring Organization (COSO)
enterprise risk management Standard and ISO
31000. The Trustees evaluate risks based on the
following broad categories:

— these risks may
hamper the Scheme’s Stakeholders and Members
holistically if not well managed. Any risk that has far
reaching effect on the Scheme and its going concern
assumption may be classified under this category.

— these risks involve
the Scheme’s ability to harness resources to run its
operations as well as its ability to safeguard existing
resources from loss, inflation, and other economic
and human factors. Key concern here would be
remissions of pension contributions by members or
Employers.
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Operational & Infrastructure Risks — these risks involve the three faceted approach of people, processes
and technology which essentially run the day to day Scheme’s operations. These are housed under the
Corporate Administrator. A failure in any of these poses grave risk to the Scheme’s ability to meet its
strategic objectives.

Compliance & Regulatory Risks — these risks involve possible non-compliance with industry regulations
and Country Laws. The Scheme is primarily regulated by the Retirement Benefits Authority and as such
there are mandatory requirements it must adhere to.

During the year under review, the Scheme was not severely exposed to any high risks.

The Trustees, through the Administrator, continue to manage risks proactively.
In relation to compliance with the regulations as per the Retirement Benefits Authority Act, the Trustees
provided oversight to ensure compliance with all statutory and regulatory requirements.

VvV X\

Hosea K. Kili, OGW

Group Managing Director/CEO

CPF Financial Service Ltd.

Administrator to the CPF Individual Pension Scheme
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CORPORATE GOVERNANCE STATEMENT

CPF Individual Pension Scheme is a retirement
pension plan registered with the Retirement Benefits
Authority that allows individuals both employed and
those in the informal sector as well as unemployed
persons to save for their old age. Members secure
their future by making periodic contributions to a
high-yielding retirement scheme, aimed at providing
income in retirement

The Corporate Trustee

Natbank Trustees & Investment Services Ltd, a
subsidiary of National Bank National Bank, duly
registered with the Retirement benefits Authority as
the appointed Corporate Trustee of CPF individual
Pension Scheme. Natbank Trustees & Investment
Services Ltd is also licensed by the Retirement
Benefits Authority and the Capital Markets Authority
as a Fund Manager. The Corporate Trustee is guided
by the Trust Deed and Rules for the Scheme as
amended from time to time and the Retirement
Benefits Act and the regulations made thereunder.

Corporate Trustee’s Responsibilities

The primary role of the Corporate Trustee is to ensure
that the Fund grows exponentially and continues
to prosper for the benefit of members, customers,
employees, sponsors and other stakeholders.
The Corporate trustee is responsible for policy
formulation, investment of 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
and performance of such other duties as may be
necessary for the due and faithful performance of
the Scheme’s obligations.

The Corporate Trustee meets with the Administrator
and service providers on a quarterly basis and on
such other times as may be deemed necessary, to
consider all matters relating to the overall control,
business performance and strategy of the Fund.

Corporate Trustee’s Independence

The Corporate Trustee has established structures
and standards to enable it discharge its duties
independently and free from any unlawful directions,
undue influence or any other form of compulsion.

Corporate Trustee’s Independence (continued)

requirement that the Corporate Trustee should be
independent of the Administrator and free from any
business or other relationship that could adversely
interfere with their objectivity and the exercise of their
independent judgment. The Corporate Trustee and
the Scheme Corporate Administrator are mutually
interdependent but their roles and responsibilities
are distinct. On the one hand, the Scheme Corporate
Administrator takes responsibility for the effective
and efficient Management of the Scheme, ensures
that Corporate Trustee’s meetings are convened
as per the approved Annual Trustee Calendar,
that the resolutions of the Corporate Trustee are
implemented as guided and /or approved by the
Corporate Trustee and accounts to the Corporate
Trustee. On the other hand, the Corporate Trustee
evaluates the performance of the Scheme Corporate
Administrator to ensure this is in tandem with the
principal objectives of the Scheme.

Information and Professional Development

The Corporate Trustee is devoted to progressively
monitor and acquaint itself with key business
developments in order to maintain and enhance
its effectiveness. From time to time the Corporate
Trustee receives presentations from the Fund
Managers, Custodians and Legal Advisors on
matters of significance. The corporate strategy,
financial plans, including budgets and forecasts are
regularly discussed at Corporate Trustee meetings.
The Corporate Trustee is confident that it has the
necessary skill, knowledge, and experience to
perform the functions required of a Trustee.

For and on Behalf of Corporate Trustee
Natbank Trustees and Investments Services Ltd



Annual Report and
Financial Statements

AHNNMNNIINNN

REPORT OF THE TRUSTEES

The Trustees present their report together with the audited financial statements for the period ended
31 December 2018.

Establishment, nature and purpose of the Scheme

The CPF Individual Pension Scheme was established under the RBA Act and was registered with the
Retirement Benefits Authority.

The Scheme is a Defined contributions Scheme and provides, under the rules of the Scheme, retirement
benefits for persons ordinarily resident within the Republic of Kenya engaged in personal business, formal
or informal professions, groups, societies, associations or any other person as may be agreed between the
Founder and the Trustees from time to time.

It is a tax exempt approved Scheme under the Income Tax Act.

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

Registration

The CPF Individual Pension Scheme (formerly Laptrust Individual Pension Scheme) has been registered
by RBA, Certificate No. 01493 of 27 May 2015, previously Certificate No. 01416 of 3 December 2014 and
started operations on 1st January, 2014.

Results

The results for the Scheme for the 12 months period ended 31 December 2018 is analysed as follows:

2018 2017

Shs’000 Shs’000

Increase /(Decrease) in net assets during the year 280,860 (34,963)
Membership

The Scheme’s membership was as follows:

2018 2017

Value Value

Contributing or active members Ksh.’000 Ksh.’000
At 1 January 4,867 4,512

New members 2,095 1,579

Withdrawals (973) (1,224)

At 31 December 5,989 4,867

Contributions
The contribution rates are voluntary.
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REPORT OF THE TRUSTEES (conminuep)

Assets management

The investment managers are responsible for the day to day management of investment funds. However,
the overall responsibility for investment and performance lies with the Trustees.

The Scheme’s net assets position as at 31 December 2018 was Shs 926,472,000 (2017 Shs
645,612,000).

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.

Trustees

The Corporate Trustee was appointed by the scheme promoter in accordance with RBA Act and Scheme
rules and regulations. The names of the current Trustees are shown on page 2.

Auditors

Deloitte & Touche, having expressed their willingness to continue in office. The Trustees monitor the
effectiveness, objectivity and independence of the auditor. The Trustees also approve the annual audit
engagement contract, which sets out the terms of the auditor’s appointment and the related fees.

SIGNED ON BEHALF OF THE TRUSTEES

%

Natbank
Corporate Trustee
28" March 2019
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STATEMENT OF TRUSTEES' RESPONSIBILITIES

The Kenyan Retirement Benefits Act requires the Trustees to prepare financial statements for each financial
year which show 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 and fair presentation of these financial statements in
accordance with International Financial Reporting Standards and the Kenyan 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 in the manner required by the Retirement Benefits
Regulations. The Trustees are of the opinion that the financial statements show a true and fair view of the
financial transactions of the Fund and of the disposition of its asset and liabilities other than the liability to
pay pensions and benefit falling due after the end of the year.

The Trustees further accept responsibility for:

- designing, implementing and maintaining such internal control as they determine necessary to
enable the presentation of financial statements that are free from material misstatement, whether
due to fraud or error;

- selecting suitable accounting policies and applying them consistently; and

- making accounting estimates and judgments that are reasonable in the circumstances.

Having made an assessment of the Fund’s ability to meet its obligations, the trustees are not aware of
any material uncertainties related to events or conditions that may cast doubt to Fund’s ability to meet its
obligations.

The trustees acknowledge that the independent audit of the financial statement does not relieve them of
their responsibility

Natbank
Corporate Trustee
28" March 2019
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INDEPENDENT AUDITORS’ REPORT

Deloitte & Touche
Certified Public Accountants (Kenya)

[ Deloitte Place,
Waiyaki Way Muthangari
PO 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@delitte.co.ke
www.deloitte.co.ke

Opinion

We have audited the accompanying financial statements of CPF Individual Pension Scheme, set out on
pages 19 to 38, which comprise the statement of net assets available for benefits as at 31 December 2018,
the statement of changes in net assets available for benefits and the statement of cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory notes.

In our opinion, the accompanying financial statements give a true and fair view of the financial transactions
of the Fund during the year ended 31 December 2018 and of the disposition at that date of its assets and
liabilities, other than liabilities to pay retirement and other benefits falling due after the end of the year
in accordance with International Financial Reporting Standards and the requirements of the Retirement
Benefits Act.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISA”). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of this report. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code),
together with the ethical requirements that are relevant to our audit of the financial statements in Kenya. We
have fulfilled our ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion

Other Information

The trustees are responsible for the other information, which comprises the Report of the Trustees as
required by the Retirement Benefits Act. The other information does not include the financial statements
and our auditor’s report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work
we have performed on the other information that we obtained prior to the date of this auditor’s report, we
conclude that there is a material misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.
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INDEPENDENT AUDITORS’ REPORT (continuep)

Responsibilities of Trustees 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 the Trustees determine are necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Trustees are responsible for assessing the Fund’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the Trustees either intend to liquidate the Fund or to cease operations, or have no
realistic alternative but to do so. Those charged with governance are responsible for overseeing the Fund’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISA’s will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:

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

+ Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Fund’s internal control.
- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the Trustees.

« Conclude on the appropriateness of the Trustees’ use of the going concern basis of accounting and based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt
on the Fund’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Fund to cease to continue as a going concern.

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

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Certified Public Accountants (Kenya)
Dl § Touue

Nairobi 28t March 2019
CPA Fredrick Aloo, Practising certificate No. 1537
Signing partner responsible for the independent audit
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STATEMENT OF CHANGES IN NET ASSETS

FOR THE PERIOD ENDED 31 DECEMBER 2018

Categories of Assets

CONTRIBUTIONS AND WITHDRAWALS

2018
Value
Ksh.’000

2017
Value
Ksh.’000

Contributions 869,028 756,937

Withdrawals (580,739) (886,437)

Net surplus /(deficit) from dealings with members 288,289 (129,500)
RETURN ON INVESTMENTS

Investment income 60,509 68,462

Fair value gain/(loss) on investments (33,860) 43,290

Other income - 1,180

Net returns on investments 26,649 112,932

FUND EXPENSES (34,078) (18,395)
INCREASE /(DECREASE)/IN NET ASSETS FOR THE

YEAR 280,860 (34,963)

NET ASSETS AT 1 JANUARY 645,612 680,575

NET ASSETS AT 31 DECEMBER 926,472 645,612




Annual Report and
Financial Statements

AHNNMNNIINNN

STATEMENT OF CHANGES IN NET ASSETS

FOR THE PERIOD ENDED 31 DECEMBER 2018

2018 2017
Value Value
Ksh.’000 Ksh.’000
ASSETS
Cash and bank balances 6(a) 18,134 51,829
Short term deposits 6(b) 26,673 9,224
Fixed Deposit 6(b) 172,279 164,542
Government securities — treasury bonds 10 377,187 278,846
Government Securities- treasury bills 12 128,294 -
Corporate bond 11 10,019 10,132
Quoted Equities 13 216,023 151,494
Other Receivables & Prepayments 8 2,224 2,258
Due from Related parties 8 18,698 11,913
969,531 680,238
LIABILITIES
Payables and accruals 9 22,110 34,626
Due to related parties 20,949 -
43,059 34,626
NET ASSETS 926,472 645,612
REPRESENTED BY
FUND BALANCE 926,472 645,612

The financial statements on pages 18 to 35 were approved and authorized for issue by the Board of Trustees
on 28/03/ 2019 and were signed on their behalf by:

Corporate Trustee Trustee
Natbank
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STATEMENT OF CASH FLOWS

FOR THE PERIOD ENDED 31 DECEMBER 2018

2018 2017

Value Value
Ksh.’000 Ksh.’000

CASH FLOWS FROM OPERATING ACTIVITIES

Contributions received 3 869,028 756,937

Withdrawals Paid (580,738) (886,437)

Administration expenses paid (82,202) (8,297)

Receipts from related parties - 11,987

Decrease in receivables (34) -

Net cash generated from/(used in) operating activities 256,054 (120,810)

CASH FLOWS FROM INVESTING ACTIVITIES

Investment income received 60,509 67,547

Purchase of treasury bills 12 (171,955) (19,002)

Proceeds from sale of treasury bills 12 47,620 58,325

Purchase of treasury bonds 10 (153,997) (18,988)

Proceeds from sale of treasury bonds 10 63,250 122,090

Purchase of quoted equities 13 (117,639) (16,850)

Proceeds from sale of equity investments 13 9,833 12,401

Net cash generated from/(used in) investing activities (262,379) 205,523

(DECREASE)/INCREASE IN CASH AND CASH EQUIVALENTS (6,325) 84,713

CASH AND CASH EQUIVALENTS AT 1 JANUARY 225,597 140,884

CASH AND CASH EQUIVALENTS AT 31 DECEMBER 219,272 225,597
CASH AND CASH EQUIVALENTS:

Cash and bank balances (note 6(a)) 18,134 51,829

Short term deposits maturing within 90 days (note 6(b)) 201,138 173,768

219,272 225,597
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NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES

Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards.
Application of new and revised International Financial Reporting Standards (IFRS)

(i) Impact of relevant new standards

IFRS 9 Financial Instruments

In the current year, the Fund has applied IFRS 9 Financial Instruments (as revised in July 2014) and
the related consequential amendments to other IFRS Standards that are effective for an annual period
that begins on or after 1 January 2018. The transition provisions of IFRS 9 allow an entity not to restate
comparatives. The Fund has elected not to restate comparatives in respect of the classification and
measurement of financial instruments.

Additionally, the Fund adopted consequential amendments to IFRS 7 Financial Instruments: Disclosures
that were applied to the disclosures for 2018 only and not to the comparative period.

The standard amends the classification and measurement models for financial assets as enlisted below;

Under IAS 39 Under IFRS 9

Bank balances Amortised cost Amortised cost
Fixed deposits Amortised cost Amortised cost
Treasury bills Amortised cost Amortised cost
Contributions receivable Amortised cost Amortised cost
Treasury bonds FVTPL FVTPL
Corporate bonds FVTPL FVTPL
Quoted equity
investments FVTPL FVTPL
Offshore investments FVTPL FVTPL
Dividends receivable Amortised cost Amortised cost
Guaranteed fund FVTPL FVTPL

a) Classification and measurement of financial assets

Financial instruments are classified by reference to the business model within which they are held and
their contractual cashflow characteristics.

The table below set’s out the classification of the financial assets of the Fund on initial application of the
standard:

b) Impairment of financial assets

IFRS 9 introduces ‘an expected credit loss’ model as opposed to an incurred credit loss model under
IAS 39. IFRS 9 therefore requires the Fund to recognise a loss allowance for expected credit losses on
its financial assets if they are held at amortised cost. The Fund measured the loss allowance for its bank
balances, treasury bills and fixed deposits at an amount equal to 12 months expected credit loss (ECL)
as these are considered to be, low credit risk assets.
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NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES (Continued)
Application of new and revised International Financial Reporting Standards (IFRS) (Continued)
(i) Impact of relevant new standards (Continued)

IFRS 9 Financial Instruments (Continued)

The application of IFRS 9 has not affected the Fund’s accounting for its liabilities. The payables continue
to be recognised initially at fair value and subsequently measured at amortised cost.

Upon adoption of IFRS 9 (2014), all of the other financial assets and liabilities of the Fund previously
classified as at fair value through profit or loss (“FVTPL”) and amortized cost under IAS 39 “Financial
Instruments: Recognition and Measurement”, continued to be classified at FVTPL and amortized cost.
The adoption of this standard did result in significant impact the carrying values of the financial assets
and liabilities.

As noted in (d) above, the adoption of this standard did not result in a significant impact on the carrying
values of the financial assets and liabilities. The carrying value of the financial assets as at 31 December
2017 under IAS 39, was estimated to be the carrying value of the assets as at 1 January 2018.

In line with (e) above, the application of IFRS 9 did not result in any adjustment to the opening balance
and a day one adjustment to retained earnings or other components of equity has not been made.

(ii) Relevant new standards and amendments to published standards effective for the year ended
31 December 2018

The following new and revised interpretation was effective in the current year and had no material impact
on the amounts reported in these financial statements.

IFRIC 22 addresses how to determine the ‘date of transaction’ for the purpose of
determining the exchange rate to use on initial recognition of an asset, expense
or income, when consideration for that item has been paid or received in advance
in a foreign currency which resulted in the recognition of a non-monetary asset
IFRIC 22 Foreign Currency ;)(ervgr?gé;nonetary liability (for example, a non-refundable deposit or deferred
The Interpretation specifies that the date of transaction is the date on which

the entity initially recognises the non-monetary asset or non-monetary liability
arising from the payment or receipt of advance consideration. If there are
multiple payments or receipts in advance, the Interpretation requires an entity

to determine the date of transaction for each payment or receipt of advance
consideration.

Transactions and Advance
Consideration
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NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES (Continued)

Application of new and revised International Financial Reporting Standards (IFRS) (Continued)

(iii) Relevant new and amended standards and interpretations in issue but not yet effective in the
year ended 31 December 2018

The following new and revised interpretation was effective in the current year and had no material impact

on the amounts reported in these financial statements.

New and Amendments to standards Effective for annual periods beginning on

or after
Annual Improvements to IFRS 1 January 2019, with earlier application
Standards 2015-2017 permitted
Annual Improvements to IFRS Effective for annual periods beginning on
Standards 2014-2017 Cycle or after 1 January 2019
IFRIC 23: Uncertainty over Income Effective for annual periods beginning on
Tax Treatments or after 1 January 2019

The directors of the Fund do not anticipate that the application of the new standards and amendments to
the standards in the future will have a significant impact on the Fund’s financial statements.

(iv) Early adoption of standards
The fund did not early adopt any new or amended standards in 2018.
The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”). The measurement basis applied is the historical cost basis, except for financial
assets measured at fair value as per section ‘Financial instruments’ below.
Contributions receivable are accounted for in the period in which they fall due.

Dividend income from investments is recognised when the Funds’ rights to receive payment as a
shareholder have been established.

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

Benefits payable are accounted for in the period in which they fall due.

Cash and cash equivalents include cash at bank and highly liquid financial assets with original maturities
of less than three months, which are subject to insignificant risk of changes in their fair value, and are
used by the Fund in the management of its short-term commitments.



Annual Report and
Financial Statements

AN

NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES (Continued)
Financial instruments

All recognised financial assets that are within the scope of IFRS 9 are required to be measured subsequently
at amortised cost or fair value on the basis of the entity’s business model for managing the financial
assets and the contractual cash flow characteristics of the financial assets.

Specifically:

+ debt instruments that are held within a business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are solely payments of principal and interest on the
principal amount outstanding, are measured subsequently at amortised cost;

+ debt instruments that are held within a business model whose objective is both to collect the contractual
cash flows and to sell the debt instruments, and that have contractual cash flows that are solely payments
of principal and interest on the principal amount outstanding, are measured subsequently at fair value
through other comprehensive income (FVTOCI);

+ all other debt investments and equity investments are measured subsequently at fair value through
profit or loss (FVTPL).

Impairment of financial assets

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model as opposed
to an incurred credit loss model under IAS 39. The expected credit loss model requires the Fund to
account for expected credit losses and changes in those expected credit losses at each reporting date
to reflect changes in credit risk since initial recognition of the financial assets.

In particular, IFRS 9 requires the Fund to measure the loss allowance for a financial instrument at an
amount equal to the lifetime expected credit losses (ECL) if the credit risk on that financial instrument has
increased significantly since initial recognition, or if the financial instrument is a purchased or originated
credit-impaired financial asset.

However, if the credit risk on a financial instrument has not increased significantly since initial recognition
(except for a purchased or originated credit-impaired financial asset), the Fund is required to measure the
loss allowance for that financial instrument at an amount equal to 12-months ECL. IFRS 9 also requires
a simplified approach for measuring the loss allowance at an amount equal to lifetime ECL for trade
receivables, contract assets and lease receivables in certain circumstances.

Further, at end of each reporting period, the Fund 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 income statement of changes in net assets whenever the carrying amount of the asset exceeds its
recoverable amount.

Financial liabilities

All financial liabilities are measured subsequently at amortised cost using the effective interest method or
at FVTPL. However, financial liabilities that arise when a transfer of a financial asset does not qualify for
derecognition or when the continuing involvement approach applies, and financial guarantee contracts
issued by the Group, are measured in accordance with the specific accounting policies set out below.

Financial liabilities are classified as at FVTPL when the financial liability is (i) contingent consideration of
an acquirer in a business combination, (i) held for trading or (iii) it is designated as at FVTPL.
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1. ACCOUNTING POLICIES (Continued)
Fair value

For financial instruments traded in an organised financial market, fair value is determined by reference to
quoted market prices.

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 bills are classified as held to maturity and are stated at amortised
cost while treasury bonds are classified as fair value through profit or loss and are stated at fair value.

Corporate bonds

Corporate bonds are classified as fair value through profit or loss and are stated at market value as at
31 December.

Equity shares

Quoted investments are classified as fair value through profit or loss and are stated at market value as
at 31 December.

Unquoted equity investments

Unquoted equity investments are classified as fair value through profit or loss and are stated at market
value as at 31 December.

Off-shore investments

The off-shore investments represent pooled investments in global stock markets. These investments are
classified as fair value through profit or loss and are stated at market value.

Investment properties

Investment properties comprise land and buildings and parts of buildings to be held to earn rentals and/
or for capital appreciation. They are carried at fair value, determined by external independent valuers.
Fair value is based on active market prices as adjusted, if necessary, for any difference in the nature,
condition or location of the specific asset.

Investment properties are not subject to depreciation. Gains and losses arising from changes in the fair
value of investment property are included in the statement of net assets available for benefits in the year
in which they arise.

On disposal of an investment property, the difference between the net disposal proceeds and the carrying
amount is charged or credited to statement of net assets available for benefits for the year.
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1. ACCOUNTING POLICIES (Continued)
Guaranteed funds

Guaranteed funds represent amounts invested with CIC Kenya Limited and Centum Investments Kenya
Limited. These assets are stated at fair value.

Taxation

The Fund comprises a registered and an unregistered fund (registered with Retirements Benefit Authority
but unregistered for tax purposes). Contributions received by the Fund up to a limit of the lesser of
Sh 20,000 per employee per month and 30% of pensionable pay are invested in a registered fund,
which is exempt from taxation. The remainder of the contributions are invested in an unregistered fund
whose investment income is taxed at the corporate tax rate of 30%. The taxable income is determined
by apportioning the gross income earned and the fund expenses on the basis of the ratio of the sum of
fund opening balance, contributions for the period and withdrawals for the period. These line items have
a clear distinction between registered and unregistered portions hence form a reasonable basis for the
split of income and expenses.

Foreign currencies

Monetary assets and liabilities in foreign currencies are translated into Kenya Shillings at rates of exchange
ruling at the end of each reporting period. Transactions during the year in foreign currencies are translated
at rates ruling at the dates of the transactions. The resulting exchange differences are dealt with in the
statement of changes in net assets.

Deferred benefits

Deferred benefits represent the Participating Employers’ contributions for staff who have left employment.
Staff are only entitled to these benefits upon retirement as per the normal retirement age defined in the
Participating Employer’s Special Rules.

Forfeitures

Forfeitures represent amounts forfeited by the members who left the Fund prior to June 2017 and before
working with the Sponsor for a period of over one year. Effective June 2017, the law on vesting period
changed and now the employer portion of the fund vests with member immediately.

Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in
the current year.
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2. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING THE SCHEME’S
ACCOUNTING POLICIES

Inthe process of applying the Fund’s accounting policies, management has made estimates and assumptions
that affect the reported amounts of assets and liabilities within the next financial year. Estimates and
judgements 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 Fund follows the guidance of IFRS 9; Financial Instruments: Recognition and Measurement on classifying
as held-to-maturity. Financial instruments are measured at amortized cost if both of the following conditions
are met and the asset is not designated as FVTPL:

« the asset is held within a business model that is Held-to-Collect (HTC), and
+ the contractual terms of the instrument give rise to cash flows that are solely payments of
principal and interest on the principal amount outstanding (SPPI).

This classification requires significant judgement. In making this judgement, the Fund evaluates its intention
and ability to hold such investments to maturity. If the Fund 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 and calculation of loss allowance

At each reporting period end, the Fund 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 whenever the carrying amount of the asset exceeds its recoverable amount.

When measuring expected credit losses (ECL), the Fund uses reasonable and supportable forward looking
information, which is based on assumptions for the future movement of different economic drivers and how
these drivers will affect each other. The loss rate is an estimate of the likelihood of default over a given time
horizon, the calculation of which includes historical data, assumptions and expectations of future conditions.
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NOTES TO THE FINANCIAL STATEMENTS

2018
SLHE

3. CONTRIBUTIONS

2017
Shs’000

Employee 869,028 756,937

4. INVESTMENT INCOME
Interest on treasury bonds — available for sale 32,811 35,982
Interest on call deposits 4,676 5,123
Interest on fixed deposit 8,826 11,391
Interest on corporate bonds 1,269 1,269
Dividend income 6,416 8,750
Treasury bills discount 6,339 1,525
Gain/(Loss) on sale of government securities (1,823) 2,251
Gain/(Loss) on sale of equities 1,995 2,171
60,509 68,462

5. FUND EXPENSES

Advertising and publicity expenses 1,129 339
Administrative fees 10,837 10,285
Mpension system support costs 797 1,149
RBA levy 1,649 1,488
Audit fees 944 514
Fund management fees 1,126 1,069
Custodial fees 1,137 859
Other trustee expenses 986 1,004
AGM Expenses 243 -
Bank charges 222 207
Sales agency force costs 12,556 1,104
Stakeholder workshop - 257
Consultancy 150 120
Impairment 2,302 -
34,078 18,395
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2018 2017
SLHE Shs’000

6. CASH AND CASH EQUIVALENTS
(a) Cash and Bank

Cash and bank balances 18,134 51,829

2018 2017

Maturity value value
Rate % date Sh ‘000 Sh ‘000

(b) Deposits

Call Deposits
Family Bank Limited 10 On call 7,826 4,067
KCB Bank Kenya Limited 8.25 On call - 2,531
Cooperative Bank of Kenya Limited 8 On call 5,027 2,021
Equity Bank Limited 7.75 On call 14,116 505
Equity Bank Limited 10.25 On call - 100
Imperial Bank of Kenya limited* 24 10,620 10,620
37,589 19,844
Provision for impairment (10,916) (10,620)
26,673 9,224
Fixed Deposits
KCB Bank Kenya Limited 8.5 1/21/2019 9,159 28,414
Cooperative Bank of Kenya Limited 9.25 3/11/2019 906 1,007
Cooperative Bank of Kenya Limited 10.25 01/22/18 - 1,005
NIC Bank Limited 9 1/21/2019 15,041 116,400
Family Bank Limited 10 1/21/2019 21,058 17,716
KCB Bank Kenya Limited 9 1/14/2019 19,094 -
CFC Stanbic Bank 9.2 4/1/2019 105,079 -
Equity Bank Limited 9 1/28/2019 2,302 -
Equity Bank Limited 8 07/01/2019 1,530 -
Provision for impairment (1,890)
172,279 164,542

The weighted average interest rate as at 31 December 2018 was 8.53 % (2017: 9.58 %).
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6. FIXED DEPOSITS(Continued)

* The impairment loss noted above relates to a fixed deposit held at Imperial Bank Limited as at 31 D
2018. On 13 October 2017, the Central Bank of Kenya placed the Bank under the management an

ecember
d control

of the state’s Kenya Deposit Insurance Corporation because of unsafe and unsound business conditions

at the Bank. The Trustees deem that the recoverability of the deposits placed in Imperial Bank is
hence the impairment loss booked.

2018
SHER00)

7. FAIR VALUE (LOSS)/GAINS

in doubt,

2017
Shs’000

Treasury Bonds (note 12) (9,417) 7,526
Equity Investments (note 15) 43,277 35,764
33,860 43,290
8. RECEIVABLES AND ACCRUED INCOME
Other receivables & prepayments 2,224 2,258
Related party receivables
Net receivable from Local Authorities Pension Trust 18,698 11,244
Receivable from CPF Financial Services Limited - 669
18,698 11,913
20,921 14,171
9. PAYABLES AND ACCRUALS
Net Payable to Laptrust (Umbrella) Retirement Fund 20,949 -
Other creditors and accruals 22,110 34,626
43,059 34,626




Annual Report and
Financial Statements

AN

NOTES TO THE FINANCIAL STATEMENTS

2018
Shs’000

10. GOVERNMENT SECURITIES

Treasury bonds

2017
Shs’000

Cost at the beginning of the reporting period 278,846 372,171
Additions 153,977 18,988
Disposals (63,250) (122,090)
Add: fair value gain 9,417 7,526
Gain(loss) on disposal 1,823 2,251
Treasury Bills 377,187 278,846
Maturity analysis
Maturing within one year 128,294 -
Maturing after one year but within two years - -
Maturing after two year but within five years - -
Maturing after five years - -
128,294 -
11. CORPORATE BONDS
Movements in corporate bonds is analyzed as follows:
At the beginning of the reporting period 10,132 10,128
Disposals - -
Add: Fair value gain 3 4
Provision for impairment (116) -
At the end of the reporting period 10,019 10,132
2018 2017
Company Face Value Shs’000 Shs’000
CIC Kenya Limited 4,000 4,126 4,126
Centum Investments Kenya Limited 5,966 6,008 6,006
9,966 10,135 10,132
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NOTES TO THE FINANCIAL STATEMENTS

2018 2017
SHER 0] Shs’000

12. TREASURY BILLS

Cost at the beginning of the report - 39,323
Additions 171,955 19,002
Disposals (47,620) (58,325)

add accrued interest 3,959

At the end of the reporting period. 128,294
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NOTES TO THE FINANCIAL STATEMENTS

14. MANAGEMENT OF MEMBERS’ FUNDS

The Fund maintains an efficient structure of members’ funds consistent with the Fund’s risk profile and the
regulatory and market requirements of its operating environment.

The Fund’s objectives when managing members’ funds are to safeguard the Fund’s ability to continue as a
going concern in order to fulfill its obligations of paying retirement benefits when they fall due.

15. FINANCIAL RISK MANAGEMENT

The Fund generates revenues for the members by investing in various income generating activities.
These activities expose the Fund 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 Fund’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

Interest rate risk

The Fund’s interest bearing assets include treasury bonds and term deposits which are at variable and
fixed interest rates.

At 31 December 2018, an increase/(decrease) of 1% on the interest bearing financial assets’ interest rate
would have resulted in increase/(decrease) respectively in net increase in net assets of approximately Shs
63,013,933 (2017 — 684,000).

Credit risk

Credit risk arises from cash and cash equivalents and receivables. As part of the credit risk management
system, the investment managers and the Trustees monitor and review information on significant investments.

The amount that best represents the Fund’s exposure to credit risk as at 31 December 2018 is made up as
follows:

Fully
performing Past due Impaired Total
2018 Shs’000 Shs’000 Shs’000 Shs’000
Government securities 505,481 - - 505,481
Call deposits 26673 - 10,916 37,589
Fixed deposits 172,279 - 1,890 174,169
Other Receivables 2,224 - - 2,224
Due from related parties 18,698 - - 18,698
Corporate bonds 10,019 - 116 10,135
Quoted Equities 216,023 - - 216,023

951,397 - 12,922 964,319
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15. FINANCIAL RISK MANAGEMENT (Continued)

Credit risk (Continued)

Fully
performing Past due Impaired Total
Shs’000 Shs’000 Shs’000 Shs’000
Government securities 278,846 - - 278,846
Call deposits 19,844 - (10,620) 9,224
Fixed deposits 164,543 - 164,543
Other Receivables 2,258 - - 2,258
Due from related parties 11,913 11,913
Corporate bonds 10,132 - - 10,132
487,536 - (10,620) 476,916

The debts that are impaired are fully provided for. The debts that are past due are not impaired and continue
to be paid. The Fund’s management is actively pursuing these debts.

Liquidity risk

The Fund is required to make payments in respect of pension payments when members withdraw or retire
from the Fund, 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 Fund’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 Fund'’s financial
liabilities.

2018 2017
SHER 0] SHER )

Payables and accruals 22,110 34,626

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 1 to 3 based on the degree to which the fair value is
observable:
i) Level 1 fair value measurements are those derived from quoted prices ( unadjusted) in active
markets for identical assets or liabilities;
ii) 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).
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15. FINANCIAL RISK MANAGEMENT (Continued)

Level 1 Level 2 Level 3 Total
Shs’000 Shs’000 Shs’000 Shs’000
31-Dec-18
Fair value through profit or loss:
Quoted investments 13 43,277 - - 43,277
Available for sale:
Government securities 10 (9,417) - - (9,417)
33,860 33,860
31-Dec-17
Fair value through profit or loss:
Quoted investments 13 151,494 - - 151,494
Available for sale:
Government securities 10 278,846 - - 278,846
430,340 - - 430,340

16. RELATED PARTY TRANSACTIONS

The Fund transacts with its members, the various local authorities in Kenya. Amounts due from the sponsors
represent contributions and related penalties outstanding at year end.

2018 2017

Shs’000 Shs’000

Due from Local Authorities Pension Trust 18,698 11,244

Due from Laser Property Services Limited - 669
18,698 11,913

Due from Laptrust (Umbrella) Retirement Fund 20,949 -
20,949 11,913

The related party balances are interest free, unsecured and have no fixed repayment period.
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17. FAIR VALUE

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

18. CONTINGENT LIABILITIES

Other than the liability to pay future pensions and other benefits, there were no contingent liabilities of the
Fund as at 31 December 2018 (2017 — Nil).

19. REGISTRATION AND INCORPORATION

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

20. CURRENCY

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



Annual Report and
Financial Statements

AHNNMNNIINNN

NOTES

) 15hson

Register Today



Annual Report and
Financial Statements

AN

) 15hson

Register Today




SCHEME CORPORATE
ADMINISTRATOR OFFICES

HEAD OFFICE
CPF House, 7th Floor,
Haile Selassie Avenue,

P.O Box 28938-00200 Nairobi. Mob: 0720-433 354,

0735 763 293 Tel: +254 (020) 2046901-5
Fax: +254 (020) 2251807
Email: info@cpf.or.ke

KISUMU BRANCH

Central Square Building,

2nd Floor, Oginga Odinga Street

Mob: 0720-433 354, 0735 763 293 Tel: +254 (020)
2046901-5

P.O. Box 7468 - Kisumu

Email: kisumu@cpf.or.ke

MOMBASA BRANCH

Jubilee Arcade,

1st Floor, Moi Avenue.

Mob: 0720-433 354, 0735 763 293
Tel: +254 (020) 2046901-5

Email: mombasa@cpf.or.ke

BUNGOMA BRANCH

New Island Buildings,

1st Floor,

Next to the County Government, Bungoma Town.
Mob: 0720-433 354, 0735 763 293

Tel: +254 (020) 2046901-5

Email: bungoma@cpf.or.ke

NAKURU BRANCH

Tamoh Plaza

1st Floor,

Next to Prestige Mall,

Nakuru.

Mob: 0720-433 354, 0735 763 293
Tel: +254 (020) 2046901-5

Email: nakuru@cpf.or.ke

ELDORET BRANCH

Zion Mall,

1st Floor, Uganda Road.

Mob: 0720-433 354, 0735 763 293
Tel: +254 (020) 2046901-5
+254-720 433 354

P.O. Box 8805 - Eldoret

Email: eldoret@cpf.or.ke

GARISSA BRANCH

Immigration House,

Ground Floor

Mob: 0720-433 354, 0735 763 293
Tel: +254 (020) 2046901-5

Email: garissa@cpf.or.ke

NYERI BRANCH

Kang’aru Annex,

2nd Floor.

Mob: 0720-433 354, 0735 763 293
Tel: +254 (020) 2046901-5

Email: nyeri@cpf.or.ke

MERU BRANCH

Amee Centre,

1st Floor,

Opposite Barclays Bank,

Meru.

Mob: 0720-433 354, 0735 763 293
Tel: +254 (020) 2046901-5

Email: meru@cpf.or.ke
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