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"If you can’t fly, then run, if you can’t walk run, then walk, if you can’t 
walk, then crawl, but by all means keep moving."

 Martin Luther King Jr.

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 Annual General Meeting (A.G.M) of the Local Authorities Pension Trust (LAP-

TRUST) will take place virtually on Zoom and CPF’s social media pages, and will be streamed live on KBC  TV on 

Friday 26th June, 2020 from 10.00 A.M to 1:00 P.M. 

Agenda 
1.	 Introduction and opening remarks

2.	 Reading of the Notice of the meeting

3.	 Reading and taking note of the minutes of the Annual General Meeting held on 27th June, 2019

4.	 Presentation of the Investment Manager’s report

5.	 Presentation of the Scheme’s Custodian Report

6.	 Presentation by the Scheme Actuary

7.	 Presentation of the Financial Statements and Audited Accounts for year 2019

8.	 Presentation of the Administrator’s report

9.	 Presentation of the Chairman’s report

10.	 Remarks by Chief Guest

11.	 Awards & Recognition

12.	 Question and Answers

13.	 Presentation by Stakeholders of the Scheme

14.	 Vote of thanks

*Detailed invitations with modalities of joining the AGM will be sent to members and stakeholders.

By order of the Board

HOSEA KILI, OGW.
CPF Financial Services Ltd
The scheme Corporate Administrator
For & on behalf of Laptrust Board of Trustees
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Britam Asset Managers (K) Limited
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Custody Services
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Custody Services
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John Oscar Juma	
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DR.GEORGE KWEDHO (PhD)
Trustee

Dr. George Kwedho is an accomplished Engineer with significant ex-
perience of over 38 years in the fields of Engineering, Environment 
and Management; gained through diverse and complex environments 
in Kenya, United Kingdom and Japan. He holds a Doctorate in Environ-
mental Management, Masters in Entrepreneurship studies, Bachelor’s 
degree in engineering, Diploma in water and waste engineering, Di-
ploma in Business Management and various certificates acquired both 
locally and abroad.  He is a qualified trustee as per the requirements of 
the Regulatory Benefits Authority. He is an active and full member of 
the Kenya Institute of Management and a lead expert and member of 
the Environmental Institute of Kenya.

Dr. Kwedho has previously held senior management positions includ-
ing Technical Manager, Managing Director and Chief Executive Officer 
in key organizations in the water and sanitation sector in Kenya, in-
cluding Lake Victoria North Water Services Board, Western Water 
Services Company and Eldoret Water and Sanitation Company.

Currently, Dr. Kwedho sits in various boards including; Council Mem-
ber at Chuka University, Chairman at Busia Water and Sewerage Com-
pany and Vice Chairman Kenya Institute of Management (Kakamega 
Branch), among others.

Dr. Kwedho represents the County Pensioners Association in the Lap-
trust Board of Trustees, having been appointed as such in November 
2018. 

HOSEA KILI, OGW
Trustee

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

Mr Kili is a Council member and the current chairman of the East and 
Central Africa Social Security Association (ECASSA). He is a Non-Ex-
ecutive Director at the Nairobi Securities Exchange (NSE) and the 
current president, Association of Pension Trustees  Administrators of 
Kenya (APTAK). 

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 excellence in innovation and service 
provision to improve the outcomes of both pension funds as well as 
members. Mr. Kili was also recognized as the 2nd Runners up in the 
‘CEO of the Year’ category during the 2017 and 2018 Champions of 
Governance Awards. 

Mr. Kili currently serves as a member of the ISSA bureau and  a mem-
ber of the Finance Committee of the International Social Security As-
sociation (ISSA) following his election to this post in 2019. 

Trustees
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CHARLES TALENGO SUNKULI
Trustee

Charles T. Sunkuli, CBS is the current Principal Sec-
retary, State Department for Devolution, Ministry 
of Devolution and Development of ASALs. He has 
previously served as the Principal Secretary, Minis-
try of Environment and Forestry, a position he held 
from December, 2015 to February, 2018.

He has a wealth of experience in Public Service 
spanning over 18 years. Mr. Sunkuli is an experi-
enced management strategist with a solid back-
ground in Administration, Planning, Management 
and Leadership.

He holds two Executive Masters Degree in Busi-
ness Administration from Eastern and Southern Af-
rica Management Institute and Maastricht School 
of Management (MSM) Netherlands, a Bachelor of 
Education Degree (B.Ed. Arts) from Moi University. 

Mr. Sunkuli has held other positions nationally and 
globally including being the Designated National 
Focal Point of the Green Environmental Facility 
(GEF) of the United Nations Environment Pro-
gram, Board Member of the Strategic Approach 
to International Chemical Management (SAICM), 
National Focal Point of the Lake Victoria Basin 
Commission (LVBC) and Life Member of the In-
ternational Red Cross Society among many other 
community based leadership positions.

He strives for results based performance as evi-
denced in the recent ban of plastic bags in Kenya, 
implementation of a robust solid waste manage-
ment programme that led to closure of Ngong 
and Kibarani dumpsites in Kajiado and Mombasa 
respectively, among others.

He currently sits in the Laptrust Board of Trustees 
as the representative of the Ministry of Devolution 
and Development of ASALs.

PETER MUSA KITESHO
Trustee

Peter Kitesho is a defender of Workers and Labour 
rights and holds a Bachelor of Science in Human 
Resource Management degree from Maasai Mara 
University. He is currently an employee of the Ka-
jiado County Assembly and previously worked at 
Central Bank of Kenya. 

Besides his professional engagements, Mr. Peter 
Kitesho has served as the Youth Representative for 
Kenya County Government Workers Union, Kajia-
do Branch and is currently serving as the National 
Youth Representative for the union.

He represents workers in the Laptrust  Board of 
Trustees.

MATILDA KIMETTO
Trustee

Matilda Kimetto is a trade union leader and a 
strong defender of Labour rights. She currently 
serves as the Deputy Secretary General of Kenya 
County Government Workers Union, previously 
having served as the National Organizing Secre-
tary. She is an employee of Nairobi City Water and 
Sewerage Co. Ltd, Human Resource and Adminis-
tration Directorate.

ANNE NJERI MWANGI
Trustee

Anne is currently the Managing Director of Olool-
aiser Water and Sewerage Company Limited. She 
is a registered Graduate Engineer by the Engineers 
Registration Board.

Anne joined the Board in February 2016 where she 
represented the Interests of Associated employers 
under the Water Service Providers Association 
(WASPA).

Anne term lapsed on 31st January 2019.

MILLICENT OMUKAGA
Trustee

Ms. Omukaga is a certified Accountant, Auditor, 
Strategy and Change management professional 
with immense experience in institutional transfor-
mation from the financial sector.

Millicent joined the Board in February 2016 as an 
independent member of the Board nominated by 
the Institute of Certified Public Accountants of 
Kenya (ICPAK).

Millicent term lapsed on 31st January 2019. 

ABDIKADIR SHEIKH HASSAN
Trustee

Mr. Abdikadir is an Advocate of the High Court and 
the former County Assembly Speaker of Mande-
ra. He also served as an executive member of the 
County Assemblies Forum (CAF).

Mr. Hassan joined the Board in February 2016 
where he represented the Association of County 
Governments of Kenya.

Mr. Hassan term lapsed on 31st January 2019.
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JOHN OSCAR JUMA
Trustee

John Oscar Juma is an Advocate of The High Court 
of Kenya admitted to the Bar in the year 2000 and 
has actively practiced for 19 years. An alumnus of 
Starehe Boys Centre, Mr. Juma holds an LLB (Hons) 
Degree from the University of Nairobi and a Di-
ploma in Law from the Kenya School of Law. 

Mr. Juma is a Certified Public Secretary and has un-
dertaken extensive training in Leadership & Team 
Building, Capacity Building for Lawyers, Cross Bor-
der Legal Practice, Public Procurement, and Pro-
fessional Ethics. Mr. Juma has been and continues 
to serve as a Member of the Law Society of Kenya 
Committee on Continuing Professional Develop-
ment (CPD).

Mr. Juma represents the Law Society of Kenya as 
an Independent Member of the Board of Trustees, 
Laptrust, having been appointed as such in Novem-
ber 2018 for a period of three (3) years.

She holds a B.A in Business Administration from 
the Kenya Methodist University and the School of 
Credit Management; where she earned a profes-
sional level certificate in Credit Management.

Matilda represents the Workers in the Laptrust 
Board of Trustees.
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Administrator’s  
Management 

Team

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 Management College of Southern Africa 
(MANCOSA). He is a Fellow of the Institute of Certified Public Secre-
taries of Kenya (ICPSK); a Fellow Member of Kenya Institute of Man-
agement (KIM) and an active member of the Law Society of Kenya 
(LSK).

Mr Kili is a Council member and the current chairman of the East and 
Central Africa Social Security Association (ECASSA). He is a Non-Ex-
ecutive Director at the Nairobi Securities Exchange (NSE) and the 
current president, Association of Pension Trustees  Administrators of 
Kenya (APTAK). 

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 excellence in innovation and service 
provision to improve the outcomes of both pension funds as well as 
members. Mr. Kili was also recognized as the 2nd Runners up in the 
‘CEO of the Year’ category during the 2017 and 2018 Champions of 
Governance Awards. 

Mr. Kili currently serves as a member of the ISSA bureau and  a mem-
ber of the Finance Committee of the International Social Security As-
sociation (ISSA) following his election to this post in 2019. 

JOSEPH RONO 
Director - Strategy, Finance and Investments

Joseph Rono is a Finance and Investments pro-
fessional with over 15 years’ experience in pri-

vate and public sector within the East African region. 
His key areas of expertise include Strategy, finance and Investments 
with a special interest in ICT, Strategy formulation and implementation. 

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

Mr. Rono was the recipient of the “Manager of the Year” award at the 
2019 Company of the Year Awards. 

ISAAC MITEI
Group Head of Legal & Company Secretary 

An Advocate of the High Court of Kenya, Isaac 
Mitei has over 12 years’ experience in Legal 

practice. He holds an Honors Law Degree from Moi 
University and a Diploma in Law from the Kenya School of Law. Mr. 
Mitei is a member of the Law Society of Kenya (LSK) and the Institute 
of Certified Secretaries of Kenya (ICPSK).

GEORGE OKIOMA
Director, Operations and Marketing

George is a Senior Pensions Professional with 
over 15 years’ experience in the establish-

ment, management and administration of Pension 
Schemes in Kenya and in the Africa region.

George has gained considerable experience in pensions particularly 
in projects involving diagnostic reviews, developing pension policies, 
developing strategic restructuring plans, remuneration setting, admin-
istration and implementation of key pension policies.

He is a Member of the Institute of Actuaries (UK) and holds a BSc. 
Degree in Mathematics & Computer Science from the Jomo Kenyatta 
University of Agriculture & Technology (JKUAT) and an MSc in Actuar-
ial Science from the University of Nairobi.
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SOSPETER THIGA
Group Head  of Risk and Compliance 

Sospeter holds an MBA in Strategic Planning 
and a BSc. Economics & Sociology from the Uni-

versity 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 Analyst (CRA), a certified Information Sys-
tem Auditor (CISA) and a Certified Change Management Practitioner 
(Prosci).

SHAFANA RAJANI
General Manager, Property Services 

Shafana has over 15 years of professional busi-
ness management experience with 9 years in the 

real estate industry having served with an international 
Real Estate company previously. She holds a BSc. Degree in Interna-
tional Business Administration and a MA Degree in International Re-
lations both from the United States International University – Africa. 
She is currently pursuing a PHD Program in Business Management. 
Shafana is a Member of Marketing Society of Kenya.

IRENE MBONGE 
Group Head of Corporate Communication 

and Public Affairs

Irene is a Chartered Public Relations practition-
er with over 10 years’ experience in Corporate Communication 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 a full member 
of the Public Relation Society of Kenya (PRSK), a Standing Commit-
tee member of the East and Central Africa Social Security Association 
(ECASSA) and serves as a Board member at the ECASSA Institute of 
Social Protection (EISP).

LUCY JERONO
Group Head of Human Resource & 
Administration 

Lucy holds an MBA in Human Resource Man-
agement from the University of Nairobi, a Bachelor 

of Arts Degree (Sociology & Economics Option) from Catholic Uni-
versity of Eastern Africa and a Higher National Diploma in Human 
Resource Management from the Institute of Human Resource Man-
agement (IHRM). She has over 13 years of comprehensive Human Re-
source Management experience and Administration. She is a full mem-
ber of the Institute of Human Resource Management (IHRM) and also 
a Full Member of Kenya Institute of Management (KIM).

CORNELIUS NDUMAI
Group Head  of Internal Audit 

Mr. Ndumai is a Certified Public Accountant, an 
active Member of the Institute of Certified Public 

Accountants 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 Finan-
cial and Audit professional and brings on board over twelve (12) years 
of expertise.

TONY OLANG
Director -  ICT Services 

Mr. Olang, in a career spanning over 19 years in 
financial services, ICT and renewable energy sec-

tor 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 Postgraduate Diploma in Information Sys-
tems Security from the Cambridge Association of Managers as well as 
a BSc. In Computing from the University of Portsmouth.

JONATHAN MARUCHA
Director - Insurance Services 

Mr. Marucha holds an MBA in Strategic Man-
agement, Bachelor of Commerce (Insurance), a Di-

ploma in Insurance from the Chartered Insurance Institute (CII) and 
a Certificate in Life Assurance from LIC India. He is a member of the 
Insurance Institute of Kenya (IIK), Insurance Brokers of Kenya (A.I.B.K) 
and a trained director 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, insurance regulatory compliance, risk assessment and 
valuation.
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I am, however, delighted to note that the economic activ-
ity in the domestic economy remained vibrant in 2019 al-
though the performance was slower relative to 2018. The 
real Gross Domestic Product (GDP) grew by 5.4 % in 
2019 compared to a growth of 6.3 % in 2018. The growth, 
albeit slower than 2018 was spread across all sectors of 
the economy but was more pronounced in service-ori-
ented sectors.

The slower growth in 2019 was also reflected in other 
macroeconomic indicators. The annual inflation increased 
from 4.7 % in 2018 to 5.2% in 2019. The upsurge in infla-
tion was mainly due to less favorable weather conditions 
in the first half of 2019. Weather conditions gradually 
improved over the remaining part of the year causing a 
drop in food prices as well as overall inflation. Prudent 
macroeconomic policies as well as a relatively stable Ken-
ya shilling against the major currencies especially the US 
dollar helped in containing the inflation.

The Financial and Insurance sectors remained on a growth 
trajectory expanding by 6.6% in 2019 compared to 5.3% 
growth realized in 2018. Financial services sub-sector 
grew by 5.7% in 2019 relative to 4.8 % recorded in 2018. 

In the year under review, the total persons engaged in the 
modern and informal sectors went up from 17.3 million 
in 2018 to 18.1 million in 2019. Total new jobs generated 
in the economy were 846, 300 in 2019. Employment in 
the modern sector recorded a growth of 2.4% in 2019 
compared to 2.8% in 2018. In the year under review, a 
total of 67,800 jobs were created in the modern sector. 
The informal sector is estimated to have created 767.9 
thousand new jobs in 2019 compared to 744.1 thousand 
new jobs in 2018. 

Chairman’s Report

It is with great pleasure that I present to you the Integrat-
ed Report and Audited Financial Statements for the Local 
Authorities Pension Trust (Laptrust) for the year ended 
31st December, 2019. 

The Board of Trustees for the Laptrust Defined Bene-
fits Scheme continues to oversee the fund activities and 
performance in keeping with its mandate and duty to the 
members. The Board aims at ensuring optimum return on 
investment and prudence in administration and manage-
ment of the fund.

The Year under Review

According to the Kenya National Bureau of Statistics 
(KNBS), the global economy recorded a decelerated 
growth of 2.9% in 2019 compared to 3.5% in 2018. This 
was the slowest growth post the global financial crisis of 
2007/2008. The slowed growth was as a result of policy 
uncertainty, declines in global trade and investment and 
slowdown in labour productivity. 

"The scheme remains steadfast in its 
commitment to deliver value for all 

members and stakeholders."
Dr. George Kwedho (PhD)

Financial and Insurance 
sectors grew by 

6.6%

The Gross Domestic 
Product (GDP) grew by 

5.4 %
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Chairman’s Report  (Continued)

The Year under Review (Continued)

The nominal wage bill therefore rose from Kshs 2,058.9 
billion in 2018 to Kshs 2,311.3 billion in 2019, an increase 
of 12.3%. The private sector wage bill went up by 10.6% 
to stand at Kshs 1,609.3 billion in 2019, while the pub-
lic sector wage bill rose by 16.2%. Average earnings in-
creased by 2.7% in 2019 compared to 3.2% recorded in 
the previous year.

Financial Performance

It is important to remain cognizant of the fact that the 
Laptrust Defined Benefits Scheme remains a closed 
scheme. To this end, the scheme has not admitted new 
members since June 2011 and as such, is expected to 
continue serving the existing members until the last 
member retires and their pension is paid out, to the last 
beneficiary. 

In the year under review, the Scheme’s value as at 31 
December 2019 was Kshs. 33.1 billion, from Kshs 30.5 
billion as at 31 December 2018, representing a growth of 
8.5%. The increase in net assets for the year was Kshs 2.6 
billion. The growth was majorly attributed to investment 
performance and management effort in collection of out-
standing debt.

Unremitted Contributions

Total unremitted contributions in the year under review, 
stood at Kshs. 21.78 Billion. The trustee’s have put in place 
active strategies to ensure the continued improvement of 
this position by ensuring collection of debt every month 
towards servicing the accumulated debt; as well as initiat-
ing discussions with the relevant sponsors to ensure full 
settlement of the outstanding figures.

Actuarial Valuation and Pension Increase

In accordance with RBA regulations, an actuarial valuation 
was conducted and the report completed and released in 
April 2020. The valuation does not capture the unpaid 
debt by employers, amounting to Kshs. 21.78 Billion. This 
is a major cause for the continued deficit in the scheme 
funding, which as at this valuation date stands at 78%. To 
improve the position, Trustees are aggressively pursu-
ing county governments and owing water companies to 
pay up their outstanding amounts. If this is realized, the 
Laptrust DB scheme will be more than 100% funded on 
basis of which the augmentation of the benefits will be 
reviewed by the Trustees.

In consideration of the impact of inflation to Pension-
ers since the last increase which was awarded in 2015, 
Trustees have approved a one off pension increase to a 
maximum 3% with a minimum pension of Ksh 5,000 per 
month for the principal pensioner with effect from1st July 
2020.  This increase will therefore be implemented in the 
July 2020 payroll. 

Innovation in Investment: Laptrust Leads the Way in 
Investing in the Education Sector

In the year under review, I am happy to report that Lap-
trust in partnership with Nova Pioneer Schools on 1st July, 
2019 announced the launch of two new high schools in 
Eldoret. The project, which sits on a 20-acre piece of land 
located near Moi University Law Campus Annex, consists 
of a boys’ high school wing and a separate school for girls 
situated within the same compound. 

The partnership between Laptrust and Nova Pioneer en-
sures that the school focuses its resources on its core 
strength; delivering world class education to transform 
the lives of all students across its network; while Lap-
trust, through the partnership, will enhance returns for 
its members and continue to ensure a healthy funding 
level for sustainability for the fund.  
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Chairman’s Report  (Continued)

Innovation in Investment: Laptrust Leads the Way in 
Investing in the Education Sector (Continued)

With ten high-performing schools across Kenya and 
South Africa, Nova Pioneer is a true game-changer in 
African education, preparing students to meet the chal-
lenges of the 21st Century using methods that inculcate 
critical thinking and innovation. Laptrust is thus proud to 
have this partnership of a kind. 

A Heritage Spanning Nine Decades

In the year under review, the scheme celebrated its 
90 years’ Anniversary on Monday, 3rd June, 2019 at 
Charter Hall, City Hall. The occasion served as an 
opportunity to engage the scheme’s members and 
keys stakeholders and highlighted the findings of a 
study carried out by Infotrak Research & Consulting 
on behalf of the scheme. 

The study established that fewer Kenyans are sav-
ing for retirement deepening the post-employment 
time-bomb. In fact, the study established that the 
number of Kenyans with a pension plan has declined 
to 10% as most respondents rely on inheritance and 
investments to cater for their financial needs after 
retirement.  

The genesis of Laptrust can be traced back to the 
Municipalities Ordinance of 1928. It was this Ordi-
nance that first established the Municipal Councils 
of Nairobi and Mombasa with the attendant provi-
sions relating to among other things, the scheme es-
tablishment. Fast forward to 21st May 1963, the then 
Minister for Local Government Daniel Arap Moi (the 
late), while exercising the powers conferred upon 
him by Regulation 8 of the Kenya (Local Govern-
ment) Pension Regulations, 1963, made the Kenya 
Local Government Officers’ Superannuation Fund 
(KLGOSF) Rules, 1963 that established the Kenya 
Local Government Officers’ Superannuation Fund, 
later renamed the Local Authorities Pension Trust, 
or Laptrust as we know it today.

Statement on Compliance of the Trust with Laws and 
Regulations

The Trust takes compliance with the Laws and Regula-
tions seriously. The scheme is primarily regulated by the 
Retirement Benefits Authority (RBA); and equally com-
plies with regulations by other statutory bodies including 
the Kenya Revenue Authority and the Unclaimed Finan-
cial Assets Authority. During the year under review, the 
Trust remained fully compliant with the various laws and 
regulations, this was achieved through an active compli-
ance framework put in place by the Trustees that ensures 
continuous monitoring of all compliance requirements.  
Compliance audits are conducted on a quarterly basis 
and the results shared with the Trustees during their 
quarterly board meetings. Quarterly returns as required 
by the various regulators were made on time. The Trust 
also continues to implement various remedial plans is-
sued by the Regulator particularly on property invest-
ments. During the year the Trust successfully and profita-
bly disposed one property as part of the remedial plan to 
lower the level of investment in property to the required 
level by RBA Investment Guidelines. 

The Trust was also successfully audited by the Unclaimed 
Financial Assets Authority (UFAA) and found to be ful-
ly compliant. The Trust undertakes to remain compliant 
with the various Regulators in future. 

Trustees Remuneration

The remuneration to the Trustees for the Financial Year 
ended December 31, 2019 is s detailed on page 69 of the 
Annual Report.

Appreciation 

On behalf of the Board, I take this opportunity to thank 
our esteemed members, beneficiaries and pensioners; to 
whom we owe the privilege to serve. 

I also extend, on behalf of the Board, my appreciation 
to the Scheme sponsors that include; County Govern-
ments, Water Companies and associated organizations. In 
the same vein, I also extend my gratitude to the industry 
regulator, the Retirement Benefits Authority (RBA) for 
continuously steering the industry to excellence for the 
greater good of the members. 
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The scheme remains steadfast in its commitment to deliver value for all members and stakeholders. Our focus on the 
needs of our members and key stakeholders ensures the sustainability and success of the Laptrust Defined Benefits 
Scheme. 

I wish to thank the corporate administrator, CPF Financial Services. The strides made by the scheme in the year under 
review can only be attributed to your tireless efforts. 

In closing, I express my gratitude to my fellow Trustees, who have continued to provide leadership and ensured that the 
scheme continues to thrive and strive to fulfill the lives of our members.

God bless you all.

Dr. George Kwedho. (PhD)
BOARD CHAIRMAN

Scheme’s value 

Kshs. 33.1 Billion  
31 December 2019

Kshs 2.6 Billion  
increase in net assets 2019

Laptrust celebrates
90 years’ Anniversary. 
Monday, 3rd June, 2019

Kshs. 21.78 
Total unremitted contribution

Chairman’s Report  (Continued)
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Nafurahi kutambua kuwa shughuli za uchumi katika uchu-
mi wa ndani zilibaki zikiwa nzuri mnamo mwaka wa 2019 
ingawa utendaji ulikuwa mwepesi zaidi wa mwaka wa 
2018. Bidhaa halisi ya Pato la ndani (GDP) ilikua kwa 5.4% 
mnamo 2019 ikilinganishwa na ukuaji wa 6.3% Mnamo 
2018. Ukuaji, ingawa polepole zaidi ya 2018 ulienea katika 
sekta zote za uchumi lakini ulitamkwa zaidi katika sekta 
zinazoelekeza huduma.

Ukuaji wa polepole mnamo 2019 pia ulionyeshwa kwa 
viashiria vingine vya uchumi. Mfumuko wa bei wa kila 
mwaka uliongezeka kutoka asilimia 4.7 mnamo 2018 hadi 
5.2% mnamo 2019. Kuongezeka kwa mfumko wa bei ku-
litokana sana na hali nzuri ya hali ya hewa katika nusu 
ya kwanza ya 2019. Hali ya hewa iliboresha hatua kwa 
hatua zaidi ya sehemu iliyobaki ya mwaka kusababisha 
kushuka kwa bei ya chakula na mfumko wa bei kwa jumla. 
Sera nzuri za uchumi na uchumi mzuri wa Kenya dhidi ya 
sarafu kuu haswa dola ya Amerika ilisaidia katika kuwa na 
mfumko.

Sekta za Fedha na Bima zilibaki kwenye ukuaji wa uchu-
mi kuongezeka kwa 6.6% mwaka 2019 ikilinganishwa na 
ukuaji wa 5.3% uliofikiwa mwaka wa 2018. Sekta ndogo 
ya huduma za kifedha ilikua kwa 5.7% mwaka 2019 ikilin-
ganishwa na 4.8% iliyorekodiwa mnamo 2018. 

Katika mwaka uliyopita, jumla ya watu walioshiriki katika 
sekta za kisasa na zisizo rasmi waliongezeka kutoka milio-
ni 17.3 mnamo 2018 hadi milioni 18.1 mwaka 2019. Jum-
la ya ajira mpya katika uchumi zilikuwa 846, 300 mwaka 
2019. Ajira katika Sekta ya kisasa ilirekodi ukuaji wa 2.4% 
mwaka 2019 ikilinganishwa na 2.8% mnamo 2018. Katika 
mwaka uliyopita, jumla ya kazi 67,800 ziliundwa katika se-
kta ya kisasa. Sekta isiyo rasmi inakadiriwa kuwa imeunda 
ajira mpya 767.9,000 mwaka 2019 ikilinganishwa na ajira 
mpya elfu 744.1 elfu mwaka wa 2018.

Ripoti ya Mwenyekiti

Ni kwa raha kubwa kuwa ninawasilisha kwenyu Ripoti Ju-
muishi na Taarifa za Hesabu zilizokaguliwa kwa Tumaini la 
Pensheni ya Mamlaka ya Serikali za Mitaa (Laptrust) kwa 
mwaka uliomalizika tarehe 31 Desemba, 2019.

Bodi ya Wadhamini ya Mfuko inaendelea kusimamia shu-
ghuli za mfuko na utendaji kwa kuzingatia majukumu yake 
na wajibu kwa wanachama. Bodi inakusudia kuhakikisha 
kurudi sawa kwenye uwekezaji wa busara katika usimam-
izi wa mfuko.

Takwimu za Mwaka Uliopita

Kulingana na Ofisi ya Takwimu ya kitaifa ya Kenya (KNBS), 
uchumi wa dunia ulirekodi ukuaji wa kasi wa 2.9% mna-
mo 2019 ikilinganishwa na 3.5% mnamo 2018. Hii ilikuwa 
ukuaji wa polepole zaidi tangu shida ya kifedha ya mwa-
ka 2007/2008. Ukuaji uliodidimia ulikuwa kama matokeo 
ya kutokuwa na sera hakika, kupungua kwa biashara na 
uwekezaji wa kimataifa na kushuka kwa tija ya wafanyikazi.

"Mfuko uko thabiti katika ahadi yake ya 

kutoa dhamana kwa wadau wote."

Dr. George Kwedho

Sekta za Fedha na Bima 
zilikua kwa

6.6%

Bidhaa halisi ya Pato la 
ndani (GDP) ilikua kwa 

5.4%
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Ripoti ya Mwenyekiti  (Endelezo)

Takwimu za Mwaka Uliopita (Endelezo)

Muswada wa malipo ya kawaida uliongezeka kutoka Kshs 
2,058.9 bilioni mwaka 2018 hadi Kshs 2,311.3 bilioni 
mwaka wa 2019, ongezeko la 12%. Muswada wa malipo ya 
sekta ya kibinafsi uliongezeka kwa asilimia 10.6 kusimama 
kwa Kshs 1,609.3 bilioni mwaka wa 2019, wakati muswa-
da wa mishahara ya sekta ya umma umeongezeka kwa 
16.2%. Mapato ya wastani yaliongezeka kwa 2.7% mwa-
ka wa 2019 ikilinganishwa na 3.2% kumbukumbu katika 
mwaka uliopita.

Utendaji wa Kifedha

Ni muhimu kutambua ya kwamba Mfuko wa Laptrust Un-
abaki kuwa mfuko uliofungwa. Kufikia sasa, mpango huo 
haujakubali wanachama wapya tangu Juni 2011 na kwa 
hivyo, inatarajiwa kuendelea kuwahudumia wanachama 
waliopo hadi mwanachama wa mwisho akastaafu na pen-
sheni yao kulipwa, kwa mlengwa wa mwisho.

Katika mwaka uliyopitiwa, dhamana ya Mpango kwa tare-
he 31 Desemba 2019 ilikuwa Ksh. Bilioni 33.1, kutoka 
Kshs bilioni 30.5 kwa tarehe 31 Disemba 2018, ikiwakili-
sha ukuaji wa asilimia 8.5. Ongezeko la mali ya jumla kwa 
mwaka lilikuwa Sh bilioni 2.6. Ukuaji huo ulitokana sana 
na utendaji wa uwekezaji na juhudi za usimamizi katika 
ukusanyaji wa deni bora.

Mchango Ambao Haujatumwa

Jumla ya michango isiyojumuishwa katika mwaka uliopi-
tia, ilisimama Kshs. Bilioni 21.78. Wadhamini wameweka 
mikakati madhubuti ya kuhakikisha uboreshaji unaende-
lea wa nafasi hii kwa kuhakikisha ukusanyaji wa deni kila 
mwezi kuelekea kulipa deni lililokusanywa; na vile vile 
kuanzisha mazungumzo na wadhamini husika ili kuhakik-
isha ukamilishaji kamili wa mchango ambao haujatumwa.

Thamini ya Actuarial na Ongezeko la Pensheni

Kwa mujibu wa kanuni za RBA, hesabu halisi ilifanywa na 
ripoti hiyo kukamilika na kutolewa Aprili 2020. Thamini 
hiyo haitoi deni isiyolipwa na waajiri, jumla ya Kshs. Bilioni 
21.78. Hii ni sababu kubwa ya upungufu unaoendelea ka-
tika ufadhili wa mpango, ambao kwa tarehe hii ya hesabu 
unasimama kwa 78%. Ili kuboresha msimamo, Wadhamini 
wanafuata kwa nguvu serikali za kaunti na kampuni za 
maji zinazodaiwa kulipa deni zao. Ikiwa hii itafikiwa, mpan-
go wa Laptrust DB utafadhiliwa zaidi ya 100% kwa msingi 
ambao uboreshaji wa faida utakaguliwa na Wadhamini.

Kwa kuzingatia athari za mfumko wa bei kwa Wastaa-
fu tangu ongezeko la mwisho lililotolewa mwaka 2015, 
Wadhamini wamepitisha ongezeko la pensheni hadi ki-
wango cha juu 3% na pensheni ya chini ya Ksh 5,000 kwa 
mwezi kwa mstaafu halisi kuanzia 1 Julai 2020 Kwa hivyo 
ongezeko hili litatekelezwa katika malipo ya Julai 2020.

Ubunifu Katika Uwekezaji: Laptrust Yaongoza Njia 
ya Kuwekeza Katika Tasnia ya Elimu 

Katika mwaka ambao unakaguliwa, ninafurahi kuripoti 
kwamba Laptrust kwa kushirikiana na Shule za Pioneer 
za Nova mnamo 1 Julai, 2019 ilitangaza kuzinduliwa kwa 
shule mbili mpya za upili huko Eldoret. Mradi huo, am-
bao uko kwenye eneo la ekari 20 lililoko karibu na Moi 
University Law Campus Annex, lina mrengo wa shule ya 
upili ya wavulana na shule tofauti ya wasichana zilio katika 
eneo moja. 

Ushirikiano kati ya Laptrust na Nova Pioneer inahakikisha 
kwamba shule inazingatia rasilimali zake kwenye malengo 
yake ya msingi; kutoa elimu ya kiwango cha ulimwengu 
kubadilisha maisha ya wanafunzi wote kwenye mtandao 
wake; wakati Laptrust, kupitia ushirika, itaongeza mapato 
kwa wanachama wake na itaendelea kuhakikisha kiwango 
cha ufadhili mzuri kwa uendelevu wa mfuko. 
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Ripoti ya Mwenyekiti  (Endelezo)

Ubunifu Katika Uwekezaji: Laptrust Yaongoza Njia 
ya Kuwekeza Katika Tasnia ya Elimu  (Endelezo)

Pamoja na shule kumi zinazofanya faulu kwa kiwango ki-
kubwa nchini Kenya na Afrika Kusini, Nova Pioneer in-
abadilisha viwango katika elimu ya Kiafrika, akiwaandaa 
wanafunzi kukutana na changamoto za Karne ya 21 kwa 
kutumia njia ambazo huchochea fikira na uvumbuzi mu-
himu. Laptrust inajivunia kuwa na ushirikiano huu wa aina 
yake.

Urithi wa Miongo Tisa 

Katika mwaka ambao unakaguliwa, mfuko wa Laptrust uli-
adhimisha miaka 90 ya uwepo Jumatatu, 3 Juni, 2019 huko 
Charter Hall, Nairobi. Hafla hiyo ilitoa fursa ya kushiriki-
sha washiriki wa mpango na wadau na kusisitiza matokeo 
ya utafiti uliofanywa na Utafiti na Ushauri wa Infotrak kwa 
niaba ya mfuko huo.

Utafiti uligundua kuwa Wakenya ni wachache wanaokoa 
pesa za kustaafu kuzidisha bomu la baada ya ajira. Kwa 
kweli, utafiti huo ulibaini kuwa idadi ya Wakenya walio na 
mpango wa pensheni umepungua hadi 10% kwani waho-
jiwa wengi wanategemea urithi na uwekezaji kuwasaidia 
mahitaji yao ya kifedha baada ya kustaafu.

Mfuko wa Laptrust ulianzishwa kwa Odensi ya Manis-
paa ya 1928. Ilikuwa Sheria hii ambayo ilianzisha kwanza 
Halmashauri za Manispaa za Nairobi na Mombasa na vi-
fungu vya mhudumu vinavyohusiana na mambo mengine, 
kuanzishwa kwa mpango. Karibu na tarehe 21 Mei, 1963, 
Waziri wa Serikali za Mitaa, Daniel Arap Moi (marehemu), 
wakati akitumia madaraka aliyopewa na Sheria ya 8 ya 
Sheria ya Pensheni ya Kenya (Serikali za Mitaa) ya mwa-
ka 1963, ilifanya Maafisa wa Serikali za Mitaa ya Kenya 
' Sheria ya Mfuko wa Superannuation (KLGOSF), 1963 
ambayo ilianzisha Mfuko wa Superannuation wa Maafisa 
wa Serikali za Mitaa, baadaye ilibadilisha jina la Jumuiya ya 
Pensheni ya Mamlaka ya Jumuiya, au Laptrust kama tuna-
vyoijua leo.

Taarifa Juu ya Kufuata kwa Sheria na Kanuni

Wadhamini wa mfuko wa Laptrust huchukua uzingatiaji 
wa sheria na kanuni kwa umakini. Mfuko huu unadhibiti-
wa na Mamlaka ya Faida za Kustaafu (RBA); na unalingana 
sawa na kanuni na vyombo vingine vya kisheria ikiwa ni 
pamoja na Mamlaka ya Mapato ya Kenya na Mamlaka ya 

Mali isiyohamishika. Katika mwaka uliyopita, Mfuko ulibaki 
kikamilifu ukifuatana na sheria na kanuni anuwai, hii ili-
fanikiwa kupitia mfumo kamili wa kufuata uliowekwa na 
Wadhamini ambao wanahakikisha ufuatiliaji wa mahita-
ji yote ya utii. Ukaguzi wa kufuata unafanywa kila robo 
mwaka na matokeo kushirikiwa na wadhamini wakati wa 
mikutano yao ya bodi ya robo mwaka. Marudisho ya robo 
mwaka kama inavyotakiwa na wasanidi anuwai ilitengene-
zwa kwa wakati. Mfuko pia uliendelea kutekeleza mipango 
mbalimbali ya kurekebisha iliyotolewa na Mdhibiti haswa 
kwenye uwekezaji wa mali. Wakati wa mwaka Mfuko uli-
weza kuuza mali moja kwa mafanikio na kwa faida kama 
sehemu ya mpango wa kurekebisha kupunguza kiwango 
cha uwekezaji katika mali hadi kiwango kinachohitajika na 
Miongozo ya Uwekezaji ya RBA.

Mfuko wa Laptrust pia ulikaguliwa kwa mafanikio na Un-
claimed Financial Assets Authority (UFAA) na kupatikana 
kwa ufuata kikamilifu. Wadhamini wameahidi kuendelea 
kufuata sheria na maagizo mbalimbali katika siku zijazo.

Malipo ya Wadhamini

Malipo kwa Wadhamini ya Mwaka wa Fedha uliomalizika 
Disemba 31, 2019 yameorodheshwa kwenye ukurasa wa 
69 wa hii Ripoti ya Mwaka.

Kuthamini

Kwa niaba ya Bodi, nachukua nafasi hii kuwashukuru 
washiriki wetu waheshimiwa, wanufaika na wastaafu; am-
bao tunastahili pendeleo la kumtumikia.

Ninapongeza pia, kwa niaba ya Bodi, wafadhili wa Mpango 
ambao ni pamoja na; Serikali za Kaunti, Kampuni za Maji 
na mashirika yanayohusika. Kwa namna hiyo hiyo, pia na-
toa shukrani zangu kwa mdhibiti wa tasnia, Mamlaka ya 
Faida za Kustaafu (RBA) kwa kuendelea kuiongoza tasnia 
hiyo kwa ubora kwa faida kubwa ya washiriki.

Mfuko unabaki thabiti katika ahadi yake ya kutoa dhamana 
kwa wadau wote wa mpango. Kuzingatia kwetu mahitaji 
ya washiriki wetu na wadau muhimu inahimiza uendelevu 
na mafanikio ya Mfuko wa Laptrust.
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Napenda kumshukuru msimamizi wa shirika, CPF Financial Services. Mafanikio ya mfuko huu katika mwaka uliopita 
yanaweza tu kuhusishwa na bidii yao. 

Kwa kumalizia, ninatoa shukrani zangu kwa Wadhamini wenzangu, ambao wameendelea kutoa uongozi na kuhakikisha 
kuwa mfuko huu unaendelea kufanikiwa na kujitahidi kutimiza maisha ya washiriki wetu.

Mungu awabariki nyote.

Dr. George Kwedho (PhD)
Mwenyekiti wa Bodi

Ripoti ya Mwenyekiti  (Endelezo)

 Ksh. 33.1 Bilioni
Dhamana ya Mpango 
31 Desemba 2019

Kshs 2.6 Bilioni
Ongezeko la mali ya jumla 2019

Laptrust yaadhimisha 
miaka 90.

Jumatatu, 3 Juni, 2019

Kshs. 21.78 
Jumla ya michango isiyojumuishwa 
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Corporate  Administrator Report

It is a great pleasure to present to you a review of the 
performance and operations of the Local Authorities 
Pension Trust (Laptrust Defined Benefits Scheme) for the 
year ended 31st December, 2019. Despite a tough year 
for the Financial Services sector and the Laptrust De-
fined Benefits scheme being a closed scheme (not reg-
istering any new members), the scheme posted positive 
results for its members

Scheme Statistics 

The Scheme has 83 sponsors which comprise of 47 em-
ployers, who are the County Governments and 36 as-
sociated organizations and other approved reciprocating 
bodies.  The scheme’s active members in the year under 
review were 19,055 compared to 20,074 in the year end-
ed 2018. Conversely, the Pensioners register grew from 
7,098 to 7,323 in the year under review.

"I am happy to report that the corporate 
administrator made considerable strides in 
addressing the issue of debt arising from 

unremitted members’ contributions. "

HOSEA K. KILI, OGW 

The Scheme’s value as at 31 December 2019 was Kshs 
33.1 billion, from Kshs 30.5 billion as at 31 December 
2018, representing an increase of 8.5%. The increase in 
net assets for the year was Kshs 2.6 billion. 

Debt Position

While the scheme continues to grapple with unremitted 
contributions, I am happy to report that the corporate 
administrator made considerable strides in addressing 
the issue of debt arising from unremitted members’ con-
tributions. 

The Laptrust Board and the Corporate Administrator - in 
the year under review, engaged defaulting sponsors with a 
view of having debt settlement agreements and have also 
been able to minimise further buildup of debt by collect-
ing some portions of debt from some of the sponsors. 
This has been achieved through the engagement of debt 
collection agents, direct apeal to Counties and Nation-
al Treasury, Ministry of Devolution and RBA. The Board 
has managed to have the three major debtors; Nairobi 
County Government, Mombasa County Government and 
Nairobi Water & Sewerage Company periodically make 
remittances to reduce their outstanding debt. 

Additionally, the audit of assets and liabilities of the for-
mer municipalities and county councils was completed 
and debt owed to the Scheme was captured in the report 
by Intergovernmental Relations Technical Committee 
(IGRTC). The board has continuously engaged inter-gov-
ernmental agencies, controller of budget and treasury 
on possible recovery of the debt at source too. Further-
more, the Trustees have engaged the regulator in view 
of the implementation of the new regulations on unpaid 
contributions. This will go a long way in reducing the con-
tributions debt if these measures succeed.

33.1 billion 
The Scheme’s value as 
at 31 December 2019

7,323
Pensioners
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Corporate  Administrator Report  (Continued)

Corporate Citizenship 

The Laptrust Defined Benefits scheme endeavors to be 
a socially responsible corporate entity and as such, the 
scheme strives to meet all legal, ethical and economic 
responsibilities to its members, stakeholders and society. 
The scheme has adopted a socially responsible orienta-
tion based on the Environmental, Social and Governance 
(ESG) practices. 

In the year under review, the scheme sought to create 
sustainable value through all its business activities – for 
its members, stakeholders and society. The scheme has, 
to this end, embraced sustainability as a value that moti-
vates and inspires our business undertakings.  

Awards & Recognition

In the year under review, the scheme received numerous 
accolades over the course of the year. Some of the note-
worthy awards received are highlighted below: 

Champions of Governance Award: Awarded by the 
Institute of Certified Secretaries of Kenya (ICS), the 
champions of governance awards seek to honor institu-
tions and individuals that exhibit the highest standards of 
practice of Good Governance. The scheme administrator 
was recognized as the Winner, in the Retirement Benefits 
Sector, 2019. 

Real Estate Excellence Awards: The Real Estate Excel-
lence Awards are meant to recognize and celebrate the 
key players in various realms of the real estate sector 
who have over the years achieved excellent results and 
have positively impacted the lives of their clients. In the 
year ended 2019, Laser Property Services, which man-
aged properties on behalf of the Laptrust scheme was 
feted for: Best Real Estate Agency, 2019.

Integrating Sustainability

The Sustainable Development Goals (SDGs) were adopt-
ed in September 2015 with a view to end poverty, pro-
tect the planet, and ensure prosperity for all. They follow 
on from the Millennium Development Goals (MDGs), 
and articulate an agenda for the next 15 years (to 2030) 
which requires input from all sectors of society across 
the globe, including corporate actors who are key in the 
achievement of the targets.

While the Laptrust scheme remains closed, it is in its en-
lightened self-interest to proactively contribute to our 
world being a better place. Taking action to address so-
cietal, environmental and economic challenges is core to 
the scheme’s purpose and through it, Laptrust empowers 
change, and lives out its core value ‘to fulfill lives’. Lap-
trust’s commitment to the SDGs builds on its longstand-
ing commitment to the Millennium Development Goals 
and the UN Global Compact principles which address 
human rights, the environment, labour standards and an-
ticorruption. 

Labour

In the year under review, and in line with SDG Goal No.8; 
that seeks to: “Promote sustained, inclusive and sustain-
able economic growth, full and productive employment 
and decent work for all”; Laptrust reviewed and updated 
the policies and programs to protect against the infringe-
ment of labour laws and statutes. Additionally, the scheme 
updated the Harassment and Discrimination Policy that 
prohibits harassment or discrimination of employees 
based on characteristics such as race, ethnicity, color, 
creed, religious beliefs, citizenship status, national origin, 
age, marital status, sexual orientation, gender identity, 
gender expression, or disability.

Environment

Laptrust’s environmental commitments, which are con-
sistent with the scheme’s ESG Policy; Health, Safety, Secu-
rity, and Environment Policy; and ISO 9001:2015, help the 
scheme monitor compliance with environmental regula-
tions and reduce the environmental impacts of our oper-
ations. We actively track and report our carbon footprint 
and have programs in place to conserve resources.

In the year ended 2019, the corporate administrator in-
stalled photovoltaic Solar panels at CPF House. This is 
due to the fact that solar energy is the cleanest and most 
abundant renewable energy source available with the po-
tential to be a game changer in energy costs for the or-
ganization. It is also in line with the company’s objective 
to lower carbon emissions to zero by 2050. 
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Corporate  Administrator Report  (Continued)

Integrating sustainability (Continued)

Environment (Continued)

Additionally, the scheme’s investment in the infrastruc-
ture for Nova Schools Eldoret and the Oloolua Ridge 
project in Karen leveraged sustainable construction tech-
nologies that typically include mechanisms to lessen en-
ergy consumption. This is in line with the scheme’s phi-
losophy: great design and construction should not come 
at an environmental cost; but rather work in a sustainable 
relationship with the environment and make minimal im-
pact.

Human Rights

Protection of human rights is embedded into Laptrust’s 
corporate systems and policies, including our Code of 
Conduct Policy, Equal Employment Opportunity Practic-
es as well as Harassment and Discrimination Policy. Lap-
trust’s systems and processes are in place to comply with 

the Kenya’s human rights statutes. Furthermore, as a sig-
natory to the UN Global Compact, the scheme commits 
to its human rights and labor principles. 

Anti-Corruption and Anti-Bribery

The Laptrust scheme remains committed to ensuring ex-
ceptional business standards by observing integrity, dili-
gence and responsibility in accordance to the scheme’s 
Code of Ethics and Business Standards. 

In the year under review, the scheme instituted a whis-
tleblower(Safe Reporting) policy that seeks to provide 
for a culture of zero tolerance towards fraud, corruption, 
bribery and any malpractice or wrongdoing and explains 
what qualifies as a whistle-blow and guidelines on how to 
report a concern. Additionally, the scheme’s anti-bribery 
and anti-corruption policy sets out our global framework 
addressing the common areas of risk. 

Integrating sustainability 

While the Laptrust scheme remains closed, it 
is in its enlightened self-interest to proactively 
contribute to our world being a better place. 

Environment 

The corporate administrator installed photo-
voltaic Solar panels at CPF House.

Human Rights 

As a signatory to the UN Global Compact, the 
scheme commits to its human rights and labor 
principles. 

Anti-Corruption & Anti-Bribery

In the year under review, the scheme institut-
ed a whistleblower(Safe Reporting) policy 
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Corporate Governance Statement

The Local Authorities Pensions Trust (LAPTRUST) be-
lieves that governance is a key issue and as such, strives to 
ensure that the highest governance standards are applied 
in its operations. Indeed, Laptrust is committed to ensur-
ing that its policies and practices reflect high standards of 
corporate governance requirements and best practices, 
which includes embracing the following principles:-

•	 Observation of high standards of ethical and moral 
behavior

•	 Acting in the best interests of members and stake-
holders 

•	 Recognizing the legitimate interests of all stakehold-
ers

•	 Establishment of a formidable risk management sys-
tem

•	 To ensure timely and accurate disclosure of all 
matters by a statutory Trust (Retirement Benefits 
Scheme) as being material 

The Board of Trustees is responsible to the Scheme 
Members, Sponsors, and Stakeholders (including the reg-
ulator, service providers among others) for good corpo-
rate governance. Indeed, the Board of Trustees has em-
braced corporate governance as one of the key pillars 
in the management of the Scheme and accountability to 
all its stakeholders. The principles and standards adhered 
to by the Board have been developed with close refer-
ence to guidelines on corporate governance issued by 
the Centre for Corporate Governance, Institute of Cer-
tified Secretaries of Kenya (ICS), Mwongozo (the Code 
of Governance for State Corporations) and international 
best practices.

The Governance and Leadership Manual (Board 
Charter)

The Governance and Leadership Manual (Board Charter)  
is read in conjunction with the Local Authorities Pensions 
Trust Rules (Legal Notice No.50 of 2007) ,Legal Notice 
136 of 2010, the 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 
and responsibilities as well as functions and structures in 
a way that supports the Board in carrying out its strate-
gic oversight function. It is a synopsis that details aspects 
like Board purpose, structure and composition including 
the specific roles and responsibilities. The Charter also 

details the governance processes used to fulfill the roles 
and responsibilities. 

The Board Charter helps to define the organization’s di-
rection and to set operational goals that can be followed 
hence the development of the same is an important ac-
tivity for the Scheme 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 
Scheme fulfill its purpose. 

The Board Charter also provides an opportunity for 
members to review and assess best practices and how 
applying these practices can support more effective gov-
ernance within the Scheme. In addition to providing clar-
ification for the Board, the Board Charter makes Board 
functions and operations transparent to the public hence 
it can be used as the foundation for both the Board and 
public’s assessment of the Scheme’  performance in fulfill-
ing its roles and responsibilities.

The Board

The Board is a body corporate registered as ‘Local Au-
thorities Pension Trust Registered Trustees’ under the 
Trustees (Perpetual) Succession Act Cap 164 of the Laws 
of Kenya with perpetual succession and common seal ca-
pable of;- Suing and being sued, acquiring, holding, charg-
ing and disposing of moveable and immovable property; 
borrowing money and entering into contracts.

The Board of Trustees is the Scheme’s governing body 
and is responsible for the corporate governance of the 
Scheme. 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 Scheme’s Cor-
porate Administrator M/s CPF Financial Services Limited 
undertakes the day to day running of the scheme under 
the delegated mandate of the Board.
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The Board (Continued)

The Board of Trustees 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 Au-
thority. 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. The evaluation for appointment of qualified persons to be trustees is a function of the Board, 
and is done through a well-managed and effective process to ensure that there is a balanced mix of a representative 
and skilled individuals for purposes of adding value to the Scheme’s strategic and policy decision making process for the 
betterment of the Scheme’s members. The Board has four scheduled meetings each year but other meetings are called 
as and when necessary.

The members of the Board during the year was as outlined in Table 1 below:

Table 1: Board of Trustees

NO. NAME REPRESENTATION DATE OF APPOINTMENT
1 Charles Sunkuli Principal Secretary in the Ministry of 

Devolution & Asals
August 2018

2 Dr. George Kwedho County Pensioners Association 6.11.2018

3 Matilda Kimetto Kenya County Governments Workers 
Union

28.08.18

4 John Oscar Juma Law Society of Kenya 6.11.2018

5 Peter Kitesho Musa Kenya County Governments Workers 
Union

6.11.2018

6 Abdikadir Sheikh Hassan Association of County Governments of 
Kenya

01.02.16
Exited the Board on 31.01.2019 after expiry of 
term

7 Millicent Omukaga Institute of Certified Public Accountants 
of Kenya;

01.02.16
Exited the Board on 31.01.2019 after expiry of 
term

8 Anne Njeri Mwangi Water  Service providers Association 01.02.16
Exited the Board on 31.01.2019 after expiry of 
term

9 Hosea Kili CPF Financial Services Ltd (Administrator) 19.04.07

Attendance at statutory & special meetings in 2019

No. 28.1.19 27.3.19 28.5.19 3.6.19 27.6.19
15-
18.7.19 22.8.19 4.11.19 29.11.19

1. Dr. George Kwedho √ √ √ √ √ √ √ √

2. Matilda Kimetto √ √ √ √ √ √ √ √ √

3. John Oscar Juma √ √ √ √ √ √ √ √

4. Peter Kitesho Musa √ √ √ √ √ √ √ √

5. Hosea Kili √ √ √ √ √ √ √ √ √

6. Charles Sunkuli √ √ √ √ √ √ √ √ √

7. Millicent Omukaga √ - - - - - - - -

8. Anne Njeri √ - - - - - - - -

9. Sheikh Abdikadir 
Hassan

√ - - - - - - - -

Note:_ _ _ the members term had ended.
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Board of Trustees Responsibilities

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

The Board is responsible for policy formulation; Invest-
ment 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; supervising the management and adminis-
tration of the Scheme as well as performing such other 
duties as may be necessary for the due and faithful per-
formance of the Scheme’s obligations.

Certain functions are delegated to committees as de-
tailed below. 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 Scheme and 
in succession planning.  The Chairman chairs the Board 
whereas the Corporate Administrator provides secre-
tarial services and handles the day to day management 
aspect of the Scheme. 

Board Independence

The Board has set a structure and standards to ensure 
the Trustees are independent. The fundamental premise 
of the standards is that any Trustee is free of any business 
or other relationship that could materially interfere with 
exercising of their independent judgment.

The roles of the Trustees and the Scheme Corporate Ad-
ministrator are separate. The Board Chairman provides 
overall leadership to the Board without limiting the prin-
ciples of collective responsibility for Board decisions. The 
Scheme Corporate Administrator is responsible to the 
Board and takes responsibility for the effective and effi-
cient management of the Scheme.  The Board evaluates 
the performance of the Scheme Corporate Administra-
tor to ensure this is in tandem with the principal objec-
tives of the Scheme.

Board Committees

The Board Committees are constituted by the Board 
in accordance with the provisions of the Trust Deed & 

Rules (L.N 50 of 30th March 2007), which sets out the re-
sponsibilities delegated by the Board to the Committee 
and the Committee’s structure and operation. The Board 
has established three permanent Committees to assist 
in the execution of its responsibilities. Each Committee 
reports to the Board.

The role of a Committee is to operate within the terms 
of its 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 details of each Committee including composition 
and roles are as set out below:

i) Procurements & Projects Oversight Committee 

The committee comprises three (3) Trustees and one 
co-opted member. It is mandated to formulate and re-
view procurement policies and approve the Scheme’s an-
nual procurement plan in accordance with the Internal 
Procurement Policies.

The Committee comprises of the following members;

1.	 Ms. Anne Mwangi; (served until her exit on 
31.01.2019);

2.	 Ms. Matilda Kimetto- (served the Committee until 
28.03.2019 when the Committees were re-con-
stituted);

3.	 Mr. John Oscar Juma- (joined the Committee on 
28.03.2019)

4.	 Mr. Peter Kitesho Musa- (joined the Committee 
on 28.03.2019)

5.	 Mr. Hosea Kili. OGW

Attendance of meetings in 2019

Name 6.02.19 8.05.19 7.08.19 19.11.19

1. Anne Mwangi - - - -

2. Matilda Kimetto - - - -

3. John Oscar 
Juma

- √ √ √

4. Peter Kitesho 
Musa

- √ √ √

5. Hosea Kili - √ √ √
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i) Procurements & Projects Oversight Committee 	
    (Continued)

The committee held 3 meetings during the year 2019. 
The Committee charter provides for a minimum of four 
and a maximum of six meetings. However, there was no 
quorum during Q1 2019 meeting as the Chair the Com-
mittee, Ms. Anne Mwangi, had retired.

ii) Finance, Investments & Operations Committee

The committee comprises of three (3) Trustees. It is 
mandated to review and make recommendations on the 
Scheme’s  Investments, Financial and accounting policies, 
review and make recommendations on the Scheme’s an-
nual Budget, oversight of the overall Investment policy of 
the Trust and deliberate and consider the Fund & Cus-
todian Managers quarterly reports.The committee also 
reviews and considers all issues that may materially im-
pact the present and future quality of the Scheme’s  risk 
management function as well as the quality of the pension 
portfolio and ensure compliance with RBA investment 
guidelines.  The committee also reviews, approves and 
monitors the management’s compliance with applicable 
statutory provisions, Scheme’s policies and guidelines re-
lating to the monitoring of the pensions market. 

The Committee comprises of the following members:

1.	 Ms. Anne Mwangi; (served until her exit on 
31.01.2019);

2.	 Mr. Millicent Omukaga - (served until her exit on 
31.01.2019)

3.	 Ms. Matilda Kimetto- (served the Committee until 
28.03.2019 when the Committees were re-con-
stituted);

4.	 Dr. George Kwedho- (joined the Committee on 
28.03.2019 due to vacancies in the board)

5.	 Mr. Peter Kitesho Musa- (joined the Committee 
on 28.03.2019)

6.	 Mr. Hosea Kili. OGW

Attendance of meetings in 2019

Name 23.1.19 8.02.19 10.5.19 9.8.19 4.11.19

1. Anne 
Mwangi 

√ - - - -

2. Millicent 
Omukaga

√ - - - -

3. Matilda 
Kimetto

√ - - - -

4. Dr. George 
Kwedho

- - √ √ √

5. Peter 
Kitesho 
Musa

- - √ √ √

Hosea Kili √ - √ √ √

The committee held 3 quarterly meetings and one spe-
cial meeting during the year 2019. The Committee char-
ter provides for a minimum of four and a maximum of 
six meetings. However, there was no quorum during Q1 
2019 meeting as two of the members of the Committee, 
namely, Ms. Anne Mwangi, and Ms. Millicent Omukaga, had 
retired.

iii) Audit & Risk Management Committee

This committee comprises of two (2) Trustees and one 
co-opted member. It is mandated to raise the standards of 
corporate governance by reviewing the quality and effec-
tiveness of the internal control systems, the internal and 
external audit functions and the quality financial report-
ing.  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 Scheme’s laid down policies and procedures.  
The committee has direct access to the Audit function. In 
the ensuing year the committee received and reviewed 
the findings of the internal and external audit reports and 
management’s action to address them.

The Committee comprises of the following;

1.	 Mr. Abdikadir Hassan; - (served until his exit on 
31.01.2019)

2.	 Ms. Matilda J Kimetto; Chair Person (joined the 
committee on 28.08.18);

3.	 Mr. Peter K. Musa; Member ((joined the Committee 
on 28.03.2019)

4.	 Taslim Wason – Co-opted Audit Committee Mem-
ber 

5.	 Hosea Kili, OGW – By invitation
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ii) Audit & Risk Management Committee  (Continued)

Attendance of meetings in 2019

Name 05.02.19 07.05.19 06.08.19 05.11.19

1. Mr. Abdikadir 
Hassan

- - -

2. Ms. Matilda - √ √ √

3. Mr. Kitesho - √ √ √

4. Ms. Wason - √ √ √

5. Mr. H. Kili - √ √ √

The committee held 3 meetings during the year 2019. 
The audit committee charter provides for a minimum of 
four and a maximum of six meetings. However, there was 
no quorum during Q1 2019 meeting as the Chair, Mr. 
Abdikadir Hassan, had retired.

All Members of the Board receive regular and timely in-
formation about the Scheme prior to Board meetings. 
They also have access to the Board Secretary for any 
further information they may require. The Board Secre-
tary 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 regu-
lation or law, as circumstances require.

Board Chairman

The chairman of the Board, is responsible for leading 
the Board in the performance of its duties. The role of 
the Chairman includes facilitating the effective contribu-
tion of all trustees and promoting communication and 
respectful relations between the trustees and between 
the Board and other stakeholders.  In addition, during 
meetings, the chair plays a key role in ensuring that there 
is a balance between overall strategy-setting and financial 
and managerial supervision of the Scheme.

Information Sharing

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, through the 
relevant Board Committee receives presentations from 

the Fund Managers, Custodians, Actuary, Administrator, 
Property Managers and Legal Advisors on matters of sig-
nificance. The Corporate Strategy, Financial plans, includ-
ing budgets and forecasts are regularly discussed at Board 
meetings. 

Board Induction and Training

All Board members receive an induction upon joining the 
Board. This provides an overview of the Company, new 
developments in the environment in which the Compa-
ny operates, accounting and financial reporting develop-
ments, as well as any regulatory changes. As part of the 
induction training, detailed presentations by Management 
are factored in, so that the Trustees gain a good sense of 
the Scheme's operations and central functions. 

Additionally, the Scheme seeks to continuously review 
and develop the Board’s capacity to deliver on its man-
date by regularly reviewing and advising the Board on 
the skills, attributes and experience required for effective 
governance. In this regard, an Annual Retreat for Board 
members and senior management is held to review 
among others: the CPF Group Strategic Direction; Annu-
al Reports and Audited Accounts, Forecast Performance 
and Budgets; Risk profile and mitigation measures; Suc-
cession planning and emerging issues in corporate gov-
ernance etc.

Further, every year the Company Secretary in liason with 
board members undertakes a Trustees’ training needs 
and gaps analysis. From this assessment, a board train-
ing calendar is developed highlighting the various training 
programs required by the board members. During the 
year, the Trustees attended the following training pro-
grams based on their individual needs assessment;

1.	 Corporate governance and leadership development;
2.	 Reliable accounting and financial reporting;
3.	 Investment of Pension fund assets;
4.	 Compliance with laws and regulations;
5.	 Certification of governance auditors and
6.	 Continuous improvement in the conduct of busi-

ness operations.
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Governance Audit

The Governance Auditor for the year 2018/2019 was 
engaged to conduct an audit of the Scheme to not only 
to determine whether the Scheme meets the prescribed 
standards, but to also make informed recommendations 
about how it can achieve appropriate standards of cor-
porate governance and continued sustainable path aimed 
at improving its governance structures. The Governance 
Audit was conducted in accordance with the Govern-
ance Standards and Guidelines issued by the the Institute 
of Certified  Secretaries of Kenya (ICS) and its scope was 
limited to the following governance parameters:-

i.	 Board Composition, Appointment and Size; 
ii.	 Leadership and Strategic Management; 
iii.	 Board Policies, Systems, Practices and Procedures; 
iv.	 Compliance with Laws and Regulations; 
v.	 Transparency and Disclosure; 
vi.	 Communication with Stakeholders; 
vii.	 Consistent Shareholder and Stakeholder Value En-

hancement; and 
viii.	 Ethical Leadership, Corporate Social Responsibility 

and Investment.

The Auditor has since completed the Governance Audit 
and submitted their report to the Scheme in which they 
commended the trustees for putting in place effective, 
appropriate and adequate governance structures within 
the Scheme which are in compliance with the legal and 
regulatory framework and in line with good governance 
practices for the interest of the stakeholders. 

Further, the Governance Auditor guided the Board to 
take note of the recommendations on areas requiring im-
provement and the Board wishes to confirm that these 
areas are currently being implemented.

Conflict of Interest

In practice, trustees may from time to time be faced with 
making decisions that could be affected by conflicts of 
interest.  The trustee  are expected to avoid conflict of 
interest by not being involved in making a decision that 
he or she has vested interests in as this would bias his/
her decision; or use the resources of the Scheme as col-
lateral for his or her personal gain(s). Indeed any declar-
able conflicts of interest are declared before a decision is 
taken, and that trustee(s) with a conflict of interest either 

excuse themselves from a vote or delegate their vote to 
their alternates the same is also recorded in the minutes. 
All members of the Board are required to declare any 
conflict of interest with the Chair of the Board

Board Performance Evaluation

The Board of Trustees is the cornerstone of the Scheme’s 
model of corporate governance. We believe that an ef-
fective board ensures that the Scheme is managed in the 
long-term interests of member and beneficiaries.  We ac-
knowledge the fact that over time, a board may become 
complacent or may need new 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 ad-
dress potential gaps in the boardroom.  In that regard, the 
Board has established the method and frequency of per-
formance measurement. The Board undertakes an annual 
evaluation of its performance and effectiveness in order 
to identify the areas for improvement and addresses 
them.  The performance evaluation is conducted through 
an independent party and the report of the evaluation is 
discussed and adopted by the Board. 

Future Outlook 

The coronavirus outbreak that was first reported in late 
2019 - and declared a global pandemic in March 2020, may 
have a negative impact on the prospects of the scheme. 
The Government has formed a high level taskforce on 
the pandemic which has put in place measures to miti-
gate the spread of the virus. The administrator continues 
to assess the impact of the pandemic on its operations, 
particularly the return on the scheme investments. There 
may be some downward market pressure on valuations 
and quoted prices and the same has been brought to the 
attention of the Trustees for close monitoring as the year 
progresses. Guided by the key pillars of the 2018-2020 
Strategic Plan, we will continue to prudently execute the 
scheme’s mandate and as much as possible and within 
our mandate, mitigate the likely impact to our members.

On debt management, we remain optimistic given the 
strategies that have been put in place that the same will 
be significantly reduced in the coming period. We shall 
also continue exploring ways of improving the scheme 
funding levels to the recommended percentages in our 
role of ensuring full compliance to RBA regulations by 
the scheme. 
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Appreciation 

I take this opportunity to thank the Board of Trustees for their stewardship in the year. In the same vein, I convey my 
gratitude to the scheme’s members and sponsors who have continued to support the scheme and its endeavors. To 
fellow service providers, we are grateful for your continued professional expertise and look forward to a greater year, 
2020.

Thank you all. 

Hosea K. Kili, OGW 
GROUP MANAGING DIRECTOR/CEO 
CPF FINANCIAL SERVICES LTD 
THE SCHEME CORPORATE ADMINISTRATOR  
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"The only impossible 
journey is the one you 

never begin."
 

Tony Robbins
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Report of the Trustees

The Trustees present their report together with the audited financial statements of Local Authorities Pension Trust (the 
“Scheme”) for the year ended 31 December 2019.

Establishment, nature and purpose of the Scheme

The Local Authorities Pension Trust was established under the Local Authorities Pension Trust Rules, Legal Notice No. 
50 of March 2007 as a successor to the Kenya Local Government Officers Superannuation Fund of 1963.

The Scheme is an umbrella retirement benefits scheme and was 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 the defunct local authorities and now county governments, associated organizations, and approved reciprocating 
bodies as provided in the Scheme’s rules. 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 employees of the spon-
sors 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 2019 are as follows:

2019
Shs’000

2018
Restated
Shs’000 

Net surplus from dealings with members 2,401,300 4,174,372

Net returns on investments 3, 707,030 1,206,019

Administrative expenses   (1,482,026)       (1,327,490)

Credit impairment charge           (2,027,504)       (3,101,928)

Receivables 780,899 926,944

Increase in net assets during the year          2,598,800            950,973 

Restatement of prior year results

The Scheme’s financial statements include a restatement of the statement of changes in net assets available for benefits 
for the year ended 31 December 2018 and the statement of net assets available for benefits as of that date to correct 
a prior period error. This is presented in note 34 of the financial statements.

Membership

The Scheme has 83 sponsors which comprise of 47 employers, who are the county governments and 36 associated 
organizations and other approved reciprocating bodies.  
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Membership (Continued)

The Scheme’s membership was as follows: 

Active members

2019
No

2018
No 

Contributing or active members 

At 1 January 20,074 20,936

Withdrawals (1,019) (862)

At 31 December          19,055            20,074 

Pensioners

2019
No

2018
No 

At 1 January 7,098                                 6,415 

Contributing members who retired 234 648

Widows/widowers/children 53 175

Deaths & trivial pension (62) (140)

At 31 December 7,323 7,098

Trivial pensioner is a retiree who is entitled to a monthly pension that happens to be below the minimum wage by the 
law in Kenya.

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 2019 and 31 December 2018 were:

Employer 15%

Employee 12%

Custody services

Custodial services are provided by Standard Chartered Security Services Limited, Equity Bank Limited Custody Servic-
es and Kenya Commercial Bank Limited Custody Services.
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Actuarial valuation

The Trust’s Deed requires that an actuarial valuation be carried out at least once every three years. An actuarial valua-
tion was last carried out as at 31 December 2018 by Zamara Actuaries, Administrators & Consultants Limited and an 
actuarial valuation report was issued in April 2020. 

The valuation as at 31st December 2018 was performed using the projected unit method. The actuaries estimated that 
the actuarial present value of past service liabilities amounted to Shs 35,294 million at 31st December 2018, and that 
the value of Scheme liabilities exceeded the assets by Shs 8,205 million at that date using the base case scenario with 
a funding level of 78.3%. 

The financial assumptions adopted for the valuation included the following: 

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

Financial performance

The Scheme’s value as at 31 December 2019 was Shs 33.1 billion, from Shs 30.5 billion as at 31 December 2018, rep-
resenting an increase of 8.5%. This is below the target level of Shs 34 billion. The increase in net assets for the year was 
Shs 2.6 billion compared to the projected increase of Shs 6 billion as per the budget for the year under review. The in-
crease was majorly attributed to investment performance, management effort in collection of debt and reclassification 
of additional voluntary contributions to contribution income.  

This increase was however diluted by additional provisions for the outstanding contributions from sponsors totaling 
Shs 2.03 billion made during the year.

Contributions revenue inclusive of interest on late contributions and actuarial deficit decreased by 17.68% to Shs 5.4 
billion at 31 December 2019 as compared to Shs 6.5 billion in the year ended 31 December 2018.

There are uncertainties as to Scheme performance in 2020. This is majorly due to the COVID -19 pandemic. The Trus-
tees are monitoring and making necessary adjustments to cater for such uncertainties.   

The day-to-day management of the investments of the Scheme is carried out by the investment managers.

Under the terms of their appointment, the investment managers are responsible for day to day management of invest-
ment funds. However, the overall responsibility for investment and performance outcomes lies with the Trustees.
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Financial performance (Continued)

The Scheme’s assets position at 31 December 2019 was as follows:

2019
Shs’000 % 

RBA%
maximum 

requirement

Value
Shs’000

%

RBA%
maximum 

requirement

Investment portfolio

Bank balances 438,603 1.40% 5% 247,465 0.84% 5%

Short term deposits 827,644 2.63% 30% 933,520 3.17% 30%

Kenya Government Securities 10,852,047 34.54% 70% 10,864,307 36.94% 70%

Corporate bond and REITS 310,362 0.99% 30% 560,365 1.91% 30%

Quoted investments 2,888,750 9.19% 70% 2,574,441 8.76% 70%

Unquoted investments 1,429,818 4.55% 5% 1,421,835 4.84% 5%

Immovable property 14,605,908 46.49% 30% 12,757,301 43.39% 30%

Private equity 24,380 0.08% 5% 10,746 0.04% 5%

Offshore investments 40,980 0.13% 15% 32,632 0.11% 15%

Totals 31,418,492 100% 29,402,612 100%

Other assets 3,534,828 2,786,983

Total assets 34,953,320 32,189,595

The Trustees note the exposure on investment in property and have submitted a remedial plan to the Retirement 
Benefits Authority which will result in the harmonization of investments.

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 649,838,000 (2018: Shs 696,255,000) in Family 
Bank Kenya Limited, Shs 735,200,000 (2018: Shs 680,800,000) investment in subsidiary company, CPF Financial Services 
Limited and Shs 44,780,000 (2018: Shs 44,780,000) in Consolidated Bank of Kenya.

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.
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Unremitted contributions

The amounts due from three main sponsors who constitute 87% of the outstanding debt as at 31 December 2019 is 
as indicated below:

Sponsor

Post-Devolution Debt
1 Apr 2013 – Dec 2019

 (Shs)

Pre-Devolution Debt 
As at 31 Mar 2013  

(Shs) 

Totals
(Shs)

as at  Dec 2019

Nairobi City County Government 11,893,708,340 4,835,972,427 16,729,680,767

Mombasa County Government 1,230,421,566 1,632,022,244 2,862,443,810

Nairobi City Water & Sewerage Co. 2,187,976,922 - 2,187,976,922

Totals 15,312,106,828 6,467,994,671 21,780,101,499

The effect of the above unremitted contributions led to more provisions which resulted in the decrease in the re-
ceivables which had a negative effect on the fund value. The remaining 13% of the debt is owed from the other county 
governments.

Measures taken by Trustees on collection

In the year under review, the trustees engaged defaulting sponsors with a view of having debt settlement agreements 
and have also been able to minimise further buildup of debt by collecting some portions of debt from some of the spon-
sors. This has been achieved through the engagement of debt collection agents, direct apeal to Counties and National 
Treasury, Ministry of Devolution and RBA. The Board has managed to have the three major debtors; Nairobi County 
Government, Mombasa County Government and Nairobi Water & Sewerage Company periodically make remittances 
to reduce their outstanding debt. 

Additionally, the audit of assets and liabilities of the former municipalities and county councils was completed and debt 
owed to the Scheme was captured in the report by Intergovernmental Relations Technical Committee (IGRTC). The 
board has continuously engaged inter-governmental agencies, controller of budget and treasury on possible recovery 
of the debt at source too. Furthermore, the Trustees have engaged the regulator in view of the implementation of the 
new regulations on unpaid contributions. This will go a long way in reducing the contributions debt if these measures 
succeed.

Pension reviews

The Trustees will undertake pension reviews based on the actuarial advisory. Given the current funding level no pension 
increase was effected in 2019.

Impact of Covid-19

The coronavirus outbreak started in late 2019 and was declared a global pandemic in March 2020. The Government 
formed a high level taskforce on the pandemic which has put in place measures to mitigate the spread of the virus. 
Management continues to assess the impact of the pandemic on its operations, particularly the return on investments. 
There may be some downward market pressure on valuations and quoted prices by Covid-19 and the Trustees are 
keenly monitoring the situation.
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Report of the Trustees

Trustees

The Trustees are nominated by the stakeholders and appointed by the Cabinet Secretary, Devolution and Arid and 
Semi-Arid Land (ASAL) 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 5.

Auditor

PricewaterhouseCoopers LLP were appointed last year and have expressed their willingness to continue in office in 
accordance with the Laptrust Legal Notice 50 and the Retirement Benefits Act.

Signed on behalf of the trustees

Trustee 							       Trustee
Hosea Kili 							       John Oscar Juma
27th May 2020                                                  			  27th May 2020 	
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Statement of Trustees’ responsibilities

The Retirement Benefits (Occupational Retirement Benefit Schemes) Regulations, 2000 require the Trustees to pre-
pare financial statements for each financial year that give a true and fair view of the financial position of the Scheme 
as at the end of the financial year and of its changes in net assets available for benefits for that year. The Trustees are 
responsible for ensuring that the Scheme keeps proper accounting records that are sufficient to show and explain the 
transactions of the Scheme; disclose with reasonable accuracy at any time the financial position of the Scheme; and 
that enables them to prepare financial statements of the Scheme that comply with prescribed financial reporting stand-
ards and the requirements of the Retirement Benefits Act. They are also responsible for safeguarding the assets of the 
Scheme and for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The Trustees accept responsibility for the preparation and fair presentation of financial statements that are free from 
material misstatements whether due to fraud or error. The Trustees also accept responsibility for:

i.	 Designing, implementing and maintaining internal control as they determine necessary to enable the preparation 
of financial statements that are free from material misstatements, whether due to fraud or error;

ii.	 Selecting and applying appropriate accounting policies and then applying them consistently; and
iii.	 Making accounting estimates and judgements that are reasonable in the circumstances.

The Trustees are of the opinion that the financial statements give a true and fair view of the net assets available for 
benefits and changes in net assets available for benefits and the cash flows in accordance with International Financial 
Reporting Standards and the Retirement Benefits (Occupational Retirement Benefit Schemes) Regulations, 2000.  

Having made an assessment of the Scheme’s ability to continue as a going concern, the Trustees are not aware of any 
material uncertainties related to events or conditions that may cast doubt upon the Scheme’s ability to continue as a 
going concern.

The Trustees acknowledge that the independent audit of the financial statements does not relieve them of their re-
sponsibility.

Approved by the Board of Trustees on 27 May 2020 and signed on its behalf by:

Trustee 							       Trustee
Hosea Kili 							       John Oscar Juma
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PwC Tower, 
Waiyaki Way/Chiromo Road, 

Westlands      

P O Box 43963 – 00100 
Nairobi, Kenya   

   
Telephone: +254 (20)285 5000 

Fax: +254 (20)285 5001    
www.pwc.com/ke

Independent Auditor’s Report 
to the members of Local Authority Pension Trust

Opinion

We have audited the accompanying financial statements of Local Authorities Pension Trust (the “Scheme”) set out on pages 38 
to 70 which comprise the statement of net assets available for benefits at 31 December 2019 and the statements of changes in 
net assets available for benefits and cash flows for the year then ended and the notes to the financial statements, which include a 
summary of significant accounting policies.

In our opinion the financial statements give a true and fair view of the financial position of Local Authorities Pension Trust as at 31 
December 2019 and of its financial performance and cash flows for the year then ended in accordance with International Financial 
Reporting Standards.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards 
are further described in the Auditor’s responsibilities for the audit of the financial statements section of our report. 

We are independent of the Scheme in accordance with the International Ethics Standards Board for Accountants (IESBA) Interna-
tional Code of Ethics for Professional Accountants (including International Independence Standards) (the IESBA Code) together 
with the ethical requirements that are relevant to our audit of the financial statements in Kenya. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA Code.

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

Other information 

The other information comprises Trustees, advisers and other information, Report of the Trustees and Statement of Trustees’ re-
sponsibilities. The Trustees are responsible for the other information. 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 identified above 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, 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 Auditor’s Report 
to the members of Local Authority Pension Trust

Responsibilities of the 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 Interna-
tional Financial Reporting Standards and the requirements of the Retirement Benefits (Occupational Retirement Benefit Schemes) 
Regulations, 2000 and for such internal control as the Trustees determine is necessary to enable the preparation of financial state-
ments that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Trustees are responsible for assessing the Scheme’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 Scheme or to cease operations, or have no realistic alternative but to do so. 

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 mis-
statement, 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 ISAs 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 scepticism 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 Scheme’s internal control. 

•	 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related dis-
closures made by the Trustees. 

•	 Conclude on the appropriateness of the Trustees’ use of the going concern basis of accounting and, based on the audit evi-
dence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the 
Scheme’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 Scheme 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 communicate with the Trustees 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 
Nairobi 	
29th May 2020	                                                                               

FCPA Richard Njoroge, Practising certificate No. P/1244
Signing partner responsible for the independent audit  
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Statement of changes in net assets available for benefits
For the year ended 31 December 2019

Notes
2019

Shs’000

2018
Restated
Shs’000 

CONTRIBUTIONS AND WITHDRAWALS

Contributions 3 5,372,121 6,526,062

Withdrawals 4 (2,970,821) (2,351,690)

Net surplus from dealings with members 2,401,300 4,174,372

RETURN ON INVESTMENTS

Investment income 5 1,980,468 1,777,196

Net gain on realisation of investments 6 93,617 68,680

Other income 7 22,064 5,873

Investment management expenses 8 (233,527) (216,084)

Net fair value gain /(loss) on revaluation of investments 12 681,633 (317,423)

Fair value gain /(loss) on investment property 27 1,162,775 (112,223)

Net returns on investments 3,707,030 1,206,019

Administrative expenses 10 (1,482,026) (1,327,490)

Credit impairment losses 11 (2,027,504) (3,101,928)

INCREASE IN NET ASSETS FOR THE YEAR 2,598,800 950,973

NET ASSETS AT START OF YEAR 30,492,239 29,541,266

NET ASSETS AT END OF YEAR 33,091,039 30,492,239
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Statement of net assets available for benefits
For the year ended 31 December 2019

Notes
2019

Shs’000

2018
Restated
Shs’000 

2017
Restated
Shs’000

ASSETS

Bank balances      13 (a)                   438,603 247,465 212,970

Short term deposits 14                   827,644 933,520 849,881

Government securities (Treasury bills) 15                1,123,705 1,343,280 811,972

Government securities (Treasury bonds) 16                9,728,342 9,521,027 9,541,830

Real Estate Investment Trust 17                     23,550     27,375 26,750

Corporate bond 18                   286,812 532,990 596,784

Receivables and accrued income 19                3,534,607 2,786,870 2,856,446

Quoted investments 25                2,888,750 2,574,441 3,053,910

Private equity 29 (b)                     24,380   10,746 6,344

Unquoted investment 26                1,429,818       1,421,835 1,561,086

Investment property 27              14,605,908     12,757,301 11,497,954

Offshore investments 29 (a)                     40,980 32,632 -

Fixed assets 23                          221     113 -

Intangible assets - - 2,054
             34,953,320        32,189,595 31,017,981

LIABILITIES

Payables and accruals 28              (1,862,281)     (1,697,356) (1,476,715)

NET ASSETS
             

33,091,039 30,492,239 29,541,266

The financial statements on pages 38 to 70 were approved and authorized for issue by the Board of  Trustees on 27 
May 2020 and were signed on their behalf by:

Trustee 							       Trustee
Hosea Kili 							       John Oscar Juma
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Statement of cash flows
For the year ended 31 December 2019

Notes
2019

Shs’000

2018
Restated
Shs’000 

CASH FLOWS FROM OPERATING ACTIVITIES

Contributions received 4,986,560 3,768,512

Other income 35,749 5,873

Withdrawals paid (2,940,572) (2,401,440)

Administrative expenses paid         (1,482,385) (1,324,279)

Movement in other receivable and payable (1,929,543) (39,230)

Net cash used in/generated from operating activities (1,330,191) 9,436

CASH FLOWS FROM INVESTING ACTIVITIES

Investment income received 1,642,927 1,792,584

Investment management expenses paid (233,454) (219,405)

Purchase of government securities 16 (1,883,930) (959,277)

Purchase of quoted equity investments 25 (103,664 ) (158,062) 

Purchase of corporate bonds                            -   (43,447)

Purchase of treasury bills (1,417,163) (1,968,200)

Additions to investment property 27 (1,558,362) (1,739,570)

Purchase of fixed and call deposits (7,831,019) (8,088,274)

Offshore investment                            -   (40,000)

Private equity investments (13,635) (4,402)

Proceeds from sale of property 1,017,905 368,750

Proceeds from sale of equity investments 331,200 144,963

Proceeds from sale of government securities 16 1,861,485 1,299,511

Proceeds from sale of corporate bonds 246,824 46,557

Proceeds from sale of treasury bills 1,634,006 1,446,557

Proceeds from sale of fixed and call deposits 7,954,291 8,000,800

Movement in property sale deposits (358,446) 224,057

Prepaid rent 4,400 5,556

Net cash generated from investing activities 1,293,367 108,698

(DECREASE)/ INCREASE IN CASH AND CASH  EQUIVALENTS (36,824) 118,134

CASH AND CASH EQUIVALENTS AT START OF YEAR 1,180,985 1,062,851

CASH AND CASH EQUIVALENTS AT END OF YEAR 13 (b) 1,144,161 1,180,985
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1. ACCOUNTING POLICIES 

Statement of compliance

The financial statements are prepared in accordance with International Financial Reporting Standards (IFRS). The prin-
cipal accounting policies adopted are set out below:

Basis of preparation 

The measurement basis applied is the historical cost basis, except where otherwise stated in the accounting policies 
below. In particular, IAS 26 Accounting and Reporting by defined benefit plans require the Scheme’s investments to be 
carried at fair value.  

Changes in accounting policy and disclosures 

i) New and amended standards adopted by the Scheme

There are no new or revised standards and interpretations that became effective for the first time in the financial year 
beginning 1 January 2019 that had a significant impact on the Scheme.

ii) New standards and interpretations not yet adopted by the Scheme

Certain new accounting standards and interpretations have been published that are not mandatory for 31 December 
2019 reporting periods and have not been early adopted by the Scheme. These standards are not expected to have a 
material impact on the Scheme in the current or future reporting periods and on foreseeable future transactions.

Investment income

Interest income is accrued on a timely 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 re-
tiring member.

Rental income
	
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.

Notes to the Financial Statements
For the year ended 31 December 2019
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1. ACCOUNTING POLICIES  (continued)

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. 

Foreign currency translation

(i) Functional and Presentation currency

Items included in the financial statements are measured using the currency of the primary economic environment in 
which the entity operates (“Functional Currency”). The financial statements are presented in Kenya Shillings in thou-
sands (Shs’000) which is the Scheme’s Functional Currency.

(ii) Transactions and balances

Foreign currency transactions are translated into the Functional Currency using the exchange rates prevailing at the 
dates of the transactions or valuations where items are re-measured. Foreign exchange gains and losses resulting from 
the settlement of such transactions and from the translation at year-end exchange rates of monetary assets and liabil-
ities denominated in foreign currencies are recognised in the statement of changes in net assets available for benefits. 

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.

Taxation

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

Financial instruments

I Recognition

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

II Classification and measurement

The Scheme classifies its financial assets in the following categories;

i) Government securities, Corporate bonds, quoted investments, Real Estate Investment Trust, off-shore investments, 
private equity, unquoted investments and investment property are measured at fair value through statement of chang-
es in net assets available for benefits.
ii) Cash and bank balances, term deposits and receivables are measured at measured at amortised cost.

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
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1. ACCOUNTING POLICIES  (continued)

II Classification and measurement (continued)

Financial assets at fair value through statement of changes in net assets available for benefits 

The purchases and sales of financial assets at fair value through the statement of changes in net assets available for 
benefits are recognised on the trade date, which is the date the Scheme commits to purchase or dispose the asset.

Financial assets are initially recognised at fair value plus transaction costs for all financial assets not carried at fair 
value through statement of changes in net assets available for benefits. Financial assets are derecognised when the 
rights to receive cash flows from the financial assets have expired or where the Scheme has transferred substantially 
all risks and rewards of ownership.

Financial assets at fair value through statement of changes in net assets available for benefits are subsequently carried 
at fair value. 

The fair value of quoted investments is based on current bid prices. Gains and losses arising from changes in the fair 
value of financial assets are included in the statement of changes in net assets available for benefits.

Financial assets at amortised cost

Receivables and demand and term deposits are initially measured at their transaction price.
Subsequently, they are measured at amortised cost. Interest income from these financial assets is included in in-
vestment income using the effective interest rate method. Any gain or loss arising on derecognition is recognised in 
statement of changes in net assets available for benefits together with foreign exchange gains and losses. 

Impairment is the difference between the carrying amount and the present value of estimated future cash flows, dis-
counted at the effective interest rate and is determined using the general approach. Under the general approach, at 
each reporting date, the Scheme recognises a loss allowance based on either 12-month Expected Credit Loss (ECL) 
or lifetime ECLs depending on whether there has been a significant increase in credit risk on the financial instrument 
since initial recognition.  The changes in the loss allowance balance are recognised in the statement of changes in net 
assets available for benefits.

Financial liabilities

The liabilities for accounts payable are carried at cost, which is measured at the fair or contractual value of the con-
sideration 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, short term deposits 
and highly liquid investments with a term of 3 months or less.

Members’ balances

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

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
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1. ACCOUNTING POLICIES  (continued)

Impairment of assets

The Scheme’s assets are reviewed annually at the end of each reporting period to determine expected losses 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.

Depreciation

Depreciation on equipment is calculated on a straight-line basis to write-off the cost of the equipment over the expect-
ed useful life at the annual rate 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.

Comparatives

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

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
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2. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

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:

Impairment losses on financial assets

At the end of each reporting period, the Scheme reviews its assets based on a model to assess expected losses and as 
such, 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.

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 received from 
the sponsor. 

3. CONTRIBUTIONS

2019
Shs’000

2018
Restated
Shs’000 

Employers 15%        1,457,885 2,239,234

Members    12%          1,216,720 1,792,078

Interest on late contributions*           2,697,516 2,494,750

5,372,121                      6,526,062 

* 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 and accrued monthly 
in arrears.

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
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4. WITHDRAWALS             

2019
Shs’000

2018
Shs’000 

Monthly pensions  820,505 720,304

Commutations and lump sum retirement benefits 1,201,089 1,066,833

Trivial pension     20,694 13,666

Refunds to members leaving service (unvested) 655,319 351,430

Deferred payments 24,101 15,943

Risk based premium 249,113 183,514

2,970,821 2,351,690

Monthly pension – This is pension paid on a monthly basis after payment of the initial lump sum.

Commutation and lump sum – This relates to a third of the benefit payable, which is paid as lump sum at retirement.

Trivial Pension – Payment of lump sum to pensioner who receives monthly pension that is below the minimum wage.

Refund to members – Payment made to members who exit before the age of retirement.

Deferred payment – This is the portion of benefit payable at exit that is retained to be paid after attaining the age of 
retirement.

Risk based premium paid is in respect of insurance of members i.e. Group Life Assurance, last expense, critical illness, un-
employment benefit and permanent total disability. During the year 2019, the Scheme paid premium of Shs 249,113,000 
(2018: Shs 183,514,000) upon which reported claims as at 31 December 2019 amounted to Shs 289,300,000 (2018: 
Shs 231,700,000).

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
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5. INVESTMENT INCOME                                                                                                

2019
Shs’000

2018
Shs’000 

Interest on government securities (Treasury bonds)         1,107,691        1,140,154 

Interest on government securities (Treasury bills)            105,786           108,601 

Interest on short term deposits              75,854             64,200 

Interest on corporate bonds              58,728             24,179 

Quoted equities            180,300 -

Dividend income -           143,948 

Real Estate Investment Trust interest                1,875               1,875 

Rent income               450,234           294,239 

1,980,468 1,777,196

6. NET GAIN/ (LOSS) ON REALISATION OF INVESTMENTS                                                                                              

2019
Shs’000

2018
Shs’000 

Gain on sale/ maturity of government securities                 19,177 1,959

Gain/ (loss) on sale of equities                 47,397 (8,523)

(Loss) /gain on sale of other investments                 (2,034) 47,414

Gain on sale of properties 29,077              27,830

93,617 68,680

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
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7. OTHER INCOME                                                                                              

2019
Shs’000

2018
Shs’000 

Other properties income 15,822                -   

Interest income on bank balances         942             224 

(Increase)/decrease in provision for doubtful rent receivable (Note 21) (14,670)          5,156 

Insurance compensation 26                -   

Tender fees 16                 9 

Agent commission on purchase of bonds  90             484 

Cancellation fee, interest, dividend and other income 19,838                -   

22,064 5,873

8. INVESTMENT MANAGEMENT AND ADMINISTRATION FEES                                                                                            

2019
Shs’000

2018
Shs’000 

Property expenses (Note 9)   130,910 113,790

Fund management expenses     64,980 76,374

Custodian fees     24,746 23,928

Investment transactions     10,542 818

Land banking       2,349 1,174

  233,527 216,084

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
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9. PROPERTY EXPENSES                                                                                            

2019
Shs’000

2018
Shs’000 

Freedom Heights       47,981 44,820

Palli house       13,975 2,357

Pension towers       13,821 13,177

CPF House       13,341 14,382

Metropark Building         8,431 10,636

Lavington, Nairobi         5,217 8,010

Mann Apartments, Kilimani, Nairobi         5,155 5,175

Changamwe, Mombasa         4,371 3,740

Chaka         2,608 1,918

Kenwood house         2,519 1,080

Mohamed Kahero, Nakuru         2,170 980

Ngei II, Nakuru         1,595 468

Ngei I, Nakuru         1,457 724

Kitengela         1,850 999

Mtwapa (Kikambala) Mombasa         1,366 1,306

Karen, Nairobi         1,324 -

Palli House Car Park         1,147 204

Eldoret         1,001 777

Thika            838 1,193

Kisumu            603 488

Konza            140 1,311

Busia               -   33

Kilifi               -   12

    130,910 113,790

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
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10. ADMINISTRATIVE EXPENSES                                                                                         

2019
Shs’000

2018
Shs’000 

Administration fees* 954,225 855,888

Debt collection fees 267,063 234,675

Members education and outreach expenses 85,776 76,891

Legal fees 40,541 6,696

Branch expenses 40,219 47,568

Trustees’ expenses 30,488 27,186

AGM expenses 16,280 17,269

Branch rent expenses 9,126 10,231

Retirement Benefits Authority levy 5,000 5,000

Bank charges 4,886 4,256

Actuarial fees 4,621 2,473

Audit fees 3,151 3,415

Professional fees 373 2,981

Depreciation and amortisation (Note 23 and 24) 359 2,168

Other expenses 19,918 30,793

                         
1,482,026 1,327,490

*Administration fees relates to the fees paid to the CPF Financial Services Limited for the administration services pro-
vided to the Scheme in the year at the rate of 1.7 % of the last Audited Gross Fund Value.

11. IMPAIRMENT                                                                                          

2019
Shs’000

2018
Shs’000 

Impairment of doubtful contributions and penalties (Note 20)           2,027,504 3,089,309

Impairment of deposits and corporate bonds - 12,619

2,027,504 3,101,928

Notes to the Financial Statements
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12. NET FAIR VALUE GAIN/ (LOSS) ON REVALUATION OF INVESTMENTS                                                                                          

2019
Shs’000

2018
Shs’000 

Fair value gain on government securities (Note 16) 165,675 317,448

Fair value gain /(loss) on quoted investments (Note 25) 503,452 (488,878)

Fair value gain /(loss) on offshore investments 8,348 (7,367)

Fair value gain /(loss) on unquoted investment (Note 26) 7,983 (139,251)

Fair value (loss) /gain on REIT (Note 17) (3,825) 625

681,633 (317,423)

13	 (a) BANK BALANCES        

2019
Shs’000

2018
Shs’000 

Bank balances        438,603 247,465

        (b) CASH AND CASH EQUIVALENTS

Bank balances (Note 13 (a)) 438,603 247,465

Short-term deposits maturing within 90 days 705,558 933,520

1,144,161 1,180,985

Notes to the Financial Statements
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14. SHORT TERM DEPOSITS                                                                                     

2019
Shs’000

2018
Shs’000 

 Kenya Commercial Bank                  323,450                196,906 

 Equity Bank (Kenya) Limited               168,784             177,163 

 NCBA Bank               145,367             131,275 

 Stanbic Bank                 122,194                3,072 

 Cooperative Bank of Kenya                  59,310             289,775 

 Imperial Bank Kenya                   52,233              60,030 

 Absa Bank Kenya Plc                   14,000                         -   

 Bank of Africa                             -                 19,969 

 Diamond Trust Bank Plc                           -                 83,213 

 I&M Bank                             -                37,979 

885,338 999,382

Impairment of bank deposits (57,695) (65,862)

827,644 933,520

Movement in provisions

At start of year           65,862           60,030 

Less: Recovery of doubtful deposits (7,797)                   -   

Add: Increase in provision for doubtful deposit -            5,832 

Less: Decrease in provision for doubtful deposit                 (370)                   -   

Provision as at 31st December 2019 57,695          65,862 

Notes to the Financial Statements
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15. GOVERNMENT SECURITIES (TREASURY BILLS)                                                                                

2019
Shs’000

2018
Shs’000 

Within 3 months            302,837  262,661 

Within 4 to 12 months            820,868  1,080,619 

       1,123,705 1,343,280

16. GOVERNMENT SECURITIES (TREASURY BONDS)       

2019
Shs’000

2018
Shs’000 

At start of year         9,521,027 9,541,830

Additions         1,883,930 959,277

Proceeds from disposals       (1,861,485) (1,299,511)

Fair value gain            165,675 317,448

Gain on disposal              19,195 1,983

At end of year         9,728,342 9,521,027

The effective weighted interest rate on the above bonds was 12.73 % (2018: 12.20 %).

17. REAL ESTATE INVESTMENT TRUST (REIT)                                                                            

2019
Shs’000

2018
Shs’000 

At start of year 27,375 26,750

Fair value (loss) /gain (3,825) 625

At end of year 23,550 27,375

The total units held are 2,500,002 (2018: 2,500,002) which were acquired at a cost of Shs 10.7 per unit.

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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18. CORPORATE BONDS                                                                               

Maturity 
date  

Interest rate
2019

2019
Shs’000

Interest rate
2018

2018
Shs’000

NCBA Bank Kenya PLC 12/14/2020 12.75% 115,602 12.75% 115,562

Centum Investment Company Plc 6/8/2020 13.00% 28,392 13.00% 28,381

Centum Investment Company Plc 6/8/2020 13.00% 27,042 12.50% 27,032

Chase Bank Limited 6/1/2022 6.63% 32,625 6.63% 30,136

Corporate Insurance Company 10/2/2019 - - 13.00% 46,175

Consolidated Bank Limited 7/22/2019 - - 13.25% 52,922

East African Breweries Limited 3/28/2022 14.17% 36,663 14.17% 36,648

East African Breweries Limited 3/19/2020 12.95% 67,199 12.95% 67,172

Family Bank Limited 4/19/2021 13.75% 9,289 13.75% 9,285

Housing Finance Corporation Ltd 10/15/2019 - - 13.00% 11,606

Housing Finance Corporation Ltd 10/15/2019 - - 13.00% 5,856

I & M Bank Limited 10/15/2019 - - 12.80% 50,368

KenGen Limited 10/31/2019 - - 12.60% 62,362

NCBA Kenya PLC 9/9/2019 12.50% 7,996

UAP Holdings Limited 7/22/2019 - - 13.00% 18,275

Provision for Chase Bank Limited (30,000) (36,786)

286,812 532,990

The effective weighted average interest rate was 13.09 % (2018: 12.32 %).
                                                                      

Movement in provisions
2019

Shs’000
2018

Shs’000 

At start of year 36,786 30,000

Add: Increase in provisions - 6,786

Less: Reduction in provisions (6,786) -

At end of year          30,000 36,786
 

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)



56Annual Report and  Financial Statements  

19. RECEIVABLES AND ACCRUED INCOME                                                                                

2019
Shs’000

2018
Shs’000 

Contributions receivable from Sponsors (Note 20)        2,455,415 1,981,973

Rental receivables (net) (Note 21)               6,365 7,075

Prepayments           162,494 202,226

Deposits             13,372 15,963

Sundry receivables               9,477 10,653

Dividend receivable             14,970 11,868

Due from related parties  - 8,478

Withholding tax recoverable           718,311 528,354

Property service charge receivable           132,756 20,280

Tenant Purchase Scheme interest receivable             21,447 -

3,534,607 2,786,870

20. CONTRIBUTIONS RECEIVABLE FROM SPONSORS 

2019
Shs’000

2018
Shs’000 

Contributions receivable               24,957,061 22,456,115

Provision for impairment        (22,501,646)   (20,474,142)

At end of year                 2,455,415 1,981,973

The movement in provision was as follows:

At start of year 20,474,142 17,384,833

Increase in provisions (Note 11)      2,027,504 3,089,309

At end of year 22,501,646 20,474,142
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21. RENT RECEIVABLE

2019
Shs’000

2018
Shs’000 

At start of year 7,075 12,611

Rental income 450,234 294,239

Cash receipts (421,120) (284,621)

Impairment provisions (29,824) (15,154)

At end of year               6,365 7,075

Movement in provisions

At start of year          15,154 20,310

Add: Increase/(decrease) in provision          14,670 (5,156)

At end of year          29,824 15,154
              
22. INTEREST ON OUTSTANDING CONTRIBUTION

2019
Shs’000

2018
Shs’000 

At start of year - -

Interest income* (Note 3)        2,697,516 2,494,750

Provisions for bad and doubtful receivables         (2,697,516) (2,494,750)

At end of the year - -
                                                            
*Relate to interest on outstanding contribution charged on outstanding contributions as required by the Scheme reg-
ulations 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 and full provision 
has been made.
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23. FURNITURE AND FITTINGS

2019
Shs’000

2018
Shs’000 

COST

1 January 54,184 53,957

Additions 467 227

31 December 54,651 54,184

DEPRECIATION

1 January 54,071 53,957

Charge for the year 359 114

31 December 54,430 54,071

NET BOOK VALUE 221 113

24. INTANGIBLE ASSETS

2019
Shs’000

2018
Shs’000 

COST

1 January - 6,970

Additions

31 December - 6,970

AMORTISATION

1 January - (4,916)

Charge for the year - (2,054)

31 December - (6,970)

NET BOOK VALUE - -

Notes to the Financial Statements
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25. QUOTED INVESTMENTS AT FAIR VALUE                                                                              

Number of 
shares at
1-Jan-19

  
Additions 

/Bonus   Disposals  

  Number of 
shares at 

31-Dec-19 Description

  Market 
value at
1-Jan-19

  
Additions    Disposals  

 Gain/ 
(loss) on 
disposal 

  Market 
(loss)/ 

gain  

  Market 
value at

31-Dec-19 

885,252        22,000        35,000 872,252 Bamburi Cement Ltd      
117,295 

                    
2,590 

              
4,550 

                            
(622)

       
(45,556)

            
69,779

262,150 - - 262,150 British American Tobacco Kenya Ltd      
190,059 

                          
-   

                    
-   

                                
-   

       
(58,984)

          
131,075 

871,500 -      271,500 600,000 Carbacid Investments Ltd          
8,715 

                          
-   

              
3,915 

                            
(394)

                 
-   

              
4,800 

1,414,600      472,600 942,000 Centum Investment Co Plc        
41,377 

                          
-   

            
14,863 

                             
159 

           
1,275 

            
27,789 

9,389,534      
195,034.30   1,227,800 8,356,768 Kenya Commercial Bank Ltd      

351,638 
                    

7,887 
            
45,539 

                          
7,507 

       
137,279 

          
451,265 

1,401,177 -      776,176 625,001 Kenya Power & Lighting Co Plc          
5,702 

                          
-   

              
3,150 

                             
807 

            
(796)

              
1,756 

86,634 - - 86,634 Nation Media Group Ltd          
5,934 

                          
-   

                    
-   

                                
-   

         
(2,486)

              
3,448 

2,708,970      136,000 - 2,844,970 NIC Bank Ltd        
75,309 

                    
4,188 

                    
-   

                                
-   

         
25,340 

          
104,837 

4,000,020      562,900               20 4,562,900 Barclays Bank of Kenya Ltd        
43,800 

                    
6,046 

                     
- -          

11,068 
            
60,914 

1,235,800        85,700      106,700 1,214,800 East African Breweries Ltd      
215,956 

                  
15,839 

            
22,007 

                          
7,281 

         
31,350 

          
241,138 

293,840 -      264,600 29,240 Scangroup Ltd          
4,114 

                          
-   

              
3,177 

                             
575 

            
(434)

                 
503 

343,479 -      111,746 231,733 Standard Chartered Bank Kenya Ltd        
66,807 

                          
-   

            
21,735 

                              
(72)

           
1,854 

            
46,926 

2,000,000 -   2,000,000 - KenolKobil Ltd        
38,100 

                          
-   

            
38,100 

                          
7,900 

                 
-   

                    
-   

6,130,679   1,069,622   1,324,800 5,875,501 The Co-operative Bank of Kenya Ltd        
87,669 

                  
15,384 

            
19,806 

                         
(3,009)

         
12,817 

            
96,064 

710,170      113,000        96,400 726,770 Diamond Trust Bank Kenya Ltd Ord      
111,142 

                  
14,730 

            
12,532 

                         
(6,093)

       
(34,122)

            
79,218 

1,256,343 -   1,256,343 - National Bank of Kenya Ltd Ord          
6,684 

                          
-   

              
5,201 

                         
(2,965)

         
(1,483)

                    
-   

7,451,000      110,000   1,156,300 6,404,700 Equity Bank Ltd Ord      
259,667 

                    
4,133 

            
47,303 

                        
13,517 

       
126,154

          
342,651 

37,736,200      800,000   3,053,000 35,483,200 Safaricom Plc      
837,744 

                  
23,560 

            
84,277 

                        
24,764 

       
340,694 

       
1,117,721 

405,300        40,600 - 445,900 Stanbic Holdings Ltd        
36,781 

                    
3,835 

                    
-   

                                
-   

           
8,099 

            
48,715 

666,000   3,998,000 - 4,664,000 Kenya Re Insurance Corporation Ltd          
9,290 

                  
43,865 

                    
-   

                                
-   

       
(39,023)

            
14,132 

302,000 -          5,500 296,500 Nairobi Securities Exchange Ltd          
4,394 

                          
-   

                   
80 

                                 
2 

            
(652)

              
3,662 

1,650,753 - - 1,650,753 Uchumi Supermarket Ltd          
1,321 

                          
-   

                    
-   

                                
-   

            
(842)

                 
479 

2,500,000 -      838,400 1,661,600 Kengen Ltd        
17,550 

                          
-   

              
4,729 

                         
(1,967)

         
(3,317)

              
9,504 

200,000 - - 200,000  Umeme Ltd          
1,620 

                          
-   

                    
-   

                                
-   

                
36 

              
1,656 

85,083 - - 85,083 Jubilee Holdings Ltd        
34,437 

                          
-   

                    
-   

                                
-   

         
(4,573)

            
29,864 

17,818 -          3,100 14,718 B.O.C Kenya Ltd          
1,336 

                          
-   

                 
236 

                                 
7 

            
(246)

                 
854 

84,004,302 7,132,856 12,999,985 78,137,173 2,574,441 142,057 331,200 47,397 503,452 2,888,750
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25. QUOTED INVESTMENTS AT FAIR VALUE (CONTINUED)                                                                            

Number of 
shares at
1-Jan-18

  Additions 
/Bonus   Disposals  

  Number of 
shares at 

31-Dec-18 Description

  Market 
value at
1-Jan-18   Additions    Disposals  

 Gain/ 
(loss) on 
disposal 

  Market 
(loss)/ gain  

  Market 
value at

31-Dec-18 

787,252 98,000 - 885,252 Bamburi Cement Ltd 141,705 17,688 - - (42,098) 117,295

804,815 - 804,815 - ARM Cement Ltd 10,463 - 2,635 (7,828) - -

264,150 - 2,000 262,150 British American Tobacco 
Kenya Ltd 200,754 - 1,520 (530) (9,175) 190,059

871,500 - - 871,500 Carbacid Investments Co Plc 10,589 - - - (1,874) 8,715

1,432,000 - 17,400 1,414,600 Centum Investment Co Plc 62,650 761 38 (20,512) 41,377

8,880,134 711,400 202,000 9,389,534 Kenya Commercial Bank Ltd 379,626 33,328 9,656 302 (51,660) 351,638

2,915,186 - 1,514,009 1,401,177 Kenya Power & Lighting Co Ltd 26,528 - 12,440 (695) (8,386) 5,702

274,514 - 187,880 86,634 Nation Media Group Ltd 31,844 - 21,794 (2,680) (4,116) 5,934

3,162,700 246,270 700,000 2,708,970 NIC Bank Ltd 106,741 - 23,625 2,277 (7,807) 75,309

4,000,020 - - 4,000,020 Barclays Bank of Kenya Ltd 38,400 - - 5,400 43,800

1,205,800 50,800 20,800 1,235,800 East African Breweries Ltd 286,980 9,754 5,512 (331) (75,266) 215,956

522,240 - 228,400 293,840 Scangroup Ltd 9,923 - 4,318 (453) (1,491) 4,114

497,114 - 153,635 343,479 Standard Chartered Bank 
Kenya Ltd 103,400 - 31,420 (164) (5,173) 66,807

2,000,000 - - 2,000,000 KenolKobil Ltd 28,000 - - - 10,100 38,100

4,906,679 1,224,000 - 6,130,679 The Co-operative Bank of 
Kenya Ltd 78,507 20,846 - - (11,684) 87,669

784,950 25,220 100,000 710,170 Diamond Trust Bank Kenya 
Ltd Ord 150,710 5,358 19,200 1,619 (25,726) 111,142

1,256,343 - - 1,256,343 National Bank of Kenya Ltd 
Ord 11,747 - (5,063) 6,684

6,728,500 877,500 155,000 7,451,000 Equity Bank Ltd Ord 267,458 39,207 7,945 (79) (39,053) 259,667

36,766,200 970,000 - 37,736,200 Safaricom Limited Plc 983,496 29,106 - - (174,858) 837,744

375,000 30,300 - 405,300 Stanbic  Holdings Ltd 30,375 2,776 - - 3,630 36,781

666,000 - - 666,000 Kenya Re Insurance 
Corporation Ltd 12,055 - - - (2,764) 9,290

302,000 - - 302,000 Nairobi Securities Exchange Ltd 5,949 - - - (1,555) 4,394

1,650,753 - - 1,650,753 Uchumi Supermarket Ltd 7,593 - - - (6,273) 1,321

2,500,000 - - 2,500,000 Kengen Ltd 21,375 - - - (3,825) 17,550

200,000 - - 200,000  Umeme Ltd 2,680 - - - (1,060) 1,620

85,083 - - 85,083 Jubilee Holdings Ltd 42,456 - - - (8,019) 34,437

17,818 - - 17,818 B.O.C Kenya Ltd 1,906 - - - (570) 1,336

83,856,750 4,233,490 4,085,939 84,004,302 3,053,910 158,063 140,826 (8,523) (488,878) 2,574,441
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Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)

26. UNQUOTED INVESTMENTS 

2019
Shs’000

2018
Shs’000 

At start of year 1,421,835 1,561,086

Fair value gain /(loss) 7,983 (139,251)

1,429,818 1,421,835
              
These comprise investment in unquoted shares of Shs 649,838,000 (2018: Shs 696,255,000) in Family Bank Kenya Lim-
ited, Shs 735,200,000 (2018: Shs 680,800,000) investment in subsidiary company, CPF Financial Services Limited and 
Shs 44,780,000 (2018: Shs 44,780,000) in Consolidated Bank of Kenya. The prices of the above shares can be readily 
sourced from an over the counter market available to investment managers and the shareholders of these companies 
(except CPF financial services Limited).

The Trustees use 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.

27. INVESTMENT PROPERTY

2019
Shs’000

2018
Shs’000 

At start of year 12,757,301 11,497,954

Additions 1,558,362 1,739,570

Disposal (872,530) (368,000)

Fair value gain /(loss) 1,162,775 (112,223)

At end of year 14,605,908 12,757,301
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Notes to the Financial Statements
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27. INVESTMENT PROPERTY (continued)

The Scheme’s investment properties were revalued at 31 December 2019 by several independent professional valuers. 
Valuations were based on current prices in an active market. The following table analyses the non-financial assets car-
ried at fair value, by valuation method. The different levels have been defined as follows:

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

•	 Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either 
directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2); and

•	 Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) 
(Level 3).

Level 1
Shs’000

Level 2
Shs’000

Level 3
Shs’000

Total
Shs’000

At 31 December 2019

Investment property - - 14,605,908 14,605,908

At 31 December 2018

Investment property - - 12,757,301 12,757,301
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Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)

27. INVESTMENT PROPERTY (continued)

Fair value   
31/12/2018

   Shs'000  
 Addition  
  Shs'000 

 Disposal  
  Shs'000 

Gain/(loss) 
in fair 
value

    Shs'000   

  Fair 
value  

31/12/2019
   Shs'000  

 INVESTMENT PROPERTY      
 Freedom Heights Apartment L.R.209/21547    2,227,547    221,724 (571,846) 975,775 2,853,200 
 Freedom Heights Mall L.R.209/21548   2,318,466    169,224   - (681,690) 1,806,000 
 Freedom Heights Service plot L.R.209/21549 115,000 37,810   - 269,690 422,500 
 Eldoret-Work in progress 610,000 928,753  - - 1,538,753
 L.R.209/638/1-Pension Towers 1,200,000 3,310  - 146,690 1,350,000
 L.R.209/4866/7- CPF House 866,500 26,691  - 29,309 922,500
 L.R NO. 6939/1: Ololua Ridge 729,988 152,543  - 17,469 900,000
 L.R.209/2650- MetroPark 636,000 7,030  - 6,970 650,000
 New Changamwe Estate 595,000  -  - (29,195) 565,805
 Chaka Road, Nairobi 515,000  -  - 30,000 545,000
 LR Block9/29 Kisumu MUN. 387,000  -  - 28,000 415,000
 Thika L.R 4953/2338/2339/2340 316,000  -  - 17,600 333,600
 Mainland Nort/Section III/406, Mtwapa 315,000  -  - (15,000) 300,000
 Block 4/224 -Ngei Estate Phase I 172,000 7,589  - 32,411 212,000
 Block 4/237 -Ngei Estate Phase II 99,000  -  - 40,000 139,000
 Block 4/240-Ngei Estate Phase II 45,000  -  - 40,000 85,000
 Block 4/247-Ngei Estate Phase II 29,700  -  - 22,300 52,000
 Block 4/248-Ngei Estate Phase II 19,500  -  - 15,500 35,000
 Block 4/249-Ngei Estate Phase II 5,600  -  - 5,400 11,000
 Block 2/104-Mohamed Kahero A 31,500  -  - 3,500 35,000
 Block 2/131-Mohamed Kahero A 72,000  -  - 23,000 95,000
 Block 2/131-Mohamed Kahero B 65,500  -  - 69,500 135,000
 Nakuru Property 288,000  -  - 92,000 380,000
 Kilimani, Nairobi 250,000  -  - 10,000 260,000
 Kajiado/Kitengela 5664 222,000 -  - 18,300 240,300
 L.R NO 3734/1083/Nairobi 188,000 494  - 1,506 190,000
 Kajiado/Kaputie - North/28292 95,000 2,510  - 3,790 101,300
 Mombasa Plot L.R 2562/294 34,500  -  - (15,550) 18,950
 Mombasa Plot L.R 2562/298 8,500  -  - 5,500 14,000
 L.R.116/7/8-Palli house & Plots Msa plot 
XXV/116;117 300,000 684 (300,684) -

                      
-     

TOTAL INVESTMENT PROPERTY 12,757,301 1,558,362 (872,530) 1,162,775 14,605,908
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Notes to the Financial Statements
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28. PAYABLES AND ACCRUALS

2019
Shs’000

2018
Restated
Shs’000 

Freedom Heights property sales deposits 516,602 810,314

VAT payable            433,864 375,708

Due to related parties (Note 31 (a))            240,857 106,658

Tenants security deposits            176,139 45,286

Accrued payments 22,785 17,725

Withholding tax payable              14,927 -

RBA Levy payable                5,027 5,027

Other payables            452,080 336,638

1,862,281 1,697,356
              
29.	 (a) OFFSHORE INVESTMENTS

The offshore investment is funds investment outside the Kenyan jurisdiction. The Scheme invested in Templeton Market 
Fund which is 0.13% of total scheme investment. 

	 (b) PRIVATE EQUITY

The private equity is capital investment in Fanisi Capital which is a company whose shares are not listed or publicly 
traded. This investment constitute 0.08% of the total Scheme’s investment.

30. 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 program focuses on the unpredict-
ability 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. 
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Notes to the Financial Statements
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30. FINANCIAL RISK MANAGEMENT (continued)

Market risk

(i) Foreign exchange risk

The Scheme is exposed to foreign exchange risk arising from offshore investments in US dollar. Offshore investments 
comprise 0.13% of total investments of the Scheme. The exposure to foresign exchange risk is therefore not significant.

(ii) Price risk

The Scheme is exposed to equity securities price risk because of investments in quoted shares. 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 144,438,000 (2018: Shs 128,722,000).

(iii) Interest rate risk

The Scheme’s interest bearing assets are investments include Government securities (treasury bonds and bills), short 
term deposits, REIT and corporate bonds. All of these instruments are at fixed interest rates and therefore, the Scheme 
is not exposed to the risk of variation in interest rates.  

In addition, the nature of financial instruments held mitigates interest risk exposure of the Scheme.

Credit risk

Credit risk arises from bank balances; the Scheme’s investments in Government securities (treasury bonds and bills), 
short term deposits, REIT, corporate bonds, private equity and offshore investments; and receivable balances. 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 no 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.



66Annual Report and  Financial Statements  

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)

30. FINANCIAL RISK MANAGEMENT (continued)

Credit risk (continued)

The amount that best represents the Scheme’s maximum exposure to credit risk as at 31 December 2019 is made up 
as follows:

2019
Shs’000

2018
Restated
Shs’000 

Bank balances (Note 13 (a)) 438,603 247,765

Short term deposits (Note 14) 827,644 933,520

Treasury bills (Note 15) 1,123,705 1,343,280

Treasury bonds (Note 16) 9,728,342 9,521,027

Corporate bonds (Note 18)                   286,812 532,990 

Net contribution receivable (Note 21) 2,455,415   1,981,973 

Withholding tax and other receivables (Note 21) 916,698 602,671

15,777,219 15,163,226
        
The financial assets above are neither past due nor impaired except for contributions receivable, short term deposits 
and corporate bonds which are further disclosed below:

Performing
Shs’000 

Past due but 
not impaired

Shs’000
Impaired

Shs’000
Total

Shs’000

At 31-Dec-19 Contributions receivable

Gross 243,331 2,731,539 21,982,191 24,957,061

ECL - (1,365,769) (21,135,877) (22,501,646)

Net 243,331 1,365,770 846,314 2,455,415

At 31-Dec-18 Contributions receivable

Gross 304,683 3,374,375 18,777,057 22,456,115

ECL - (2,210,200) (18,263,942) (20,474,142)

Net 304,683 1,164,175 513,115 1,981,973
   
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 is no collateral held against these assets. There is no 
concentration risk as these investments are diversified.
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30. FINANCIAL RISK MANAGEMENT (continued)

Performing
Shs’000 

Past due but 
not impaired

Shs’000
Impaired

Shs’000
Total

Shs’000

At 31-Dec-19  Short term deposits

Gross 833,006 - 52,333 885,339

ECL (5,362) - (52,333) (57,695)

Net 827,644 - - 827,644

At 31-Dec-18 Short term deposits

Gross 939,352 - 60,030 999,382

ECL (5,832) - (60,030) (65,862)

Net 933,520 - - 933,520
   
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 liabil-
ities.

 Less than 1 
year

  Shs’000 
 Total 

  Shs’000 

2019  

Financial liability

Payables and accruals 1,862,281 1,862,281

2018

Financial liability

Payables and accruals 1,697,356 1,697,356 

The Scheme’s current liabilities are all payable within a year.
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Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)

30. FINANCIAL RISK MANAGEMENT (continued)

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).

 Level 1
Shs’000

Level 2
Shs’000 

Level 3
Shs’000

Level 4
Shs’000

31-Dec-19

Equity investments
         

2,888,750 24,380 1,429,818 4,342,948

Corporate bonds          286,812 - -
               

286,812 

Offshore investments
                 

40,980 - -
                 

40,980 

Real Estate Investment Trust 23,550 - - 23,550

Government securities 9,728,342 1,123,705 - 10,852,047 

            
12,968,434  1,148,085         

             
1,429,818 

             
15,546,337 

31-Dec-18

Equity investments 2,574,441 10,746 1,421,835 4,007,022

Corporate bonds 532,990      - - 532,990

Offshore investments 32,632 - - 32,632

Real Estate Investment Trust 27,375 - - 27,375

Government Securities 9,521,027 1,343,280 - 10,864,307

12,688,465 1,354,026 1,421,835 15,464,326

There were no transfers between levels 1, 2 and 3 in the year (2018: None).

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.
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31. RELATED PARTY TRANSACTIONS

a.	 The Scheme transacts with its members and the various county governments and corporations in Kenya. Amounts 
due from the sponsors represent contributions and related interest outstanding at year end. It also transacts with 
CPF Financial Services Limited which is the Scheme administrator and pays professional administration fees at 1.7 
% of the fund value and other trustees support services. The summary of related party balances is as below;

2019
Shs’000

2018
Restated
Shs’000 

Receivable from related parties:

Net receivable from CPF Financial Services Limited                         -               6,281 

Net receivable from LITES Limited                         -               2,196 

- 8,477

Payable to related parties:

Net payable to CPF Individual Pension Scheme             39,134           18,698

Net payable to County Pension Fund                 199,081           83,629 

Net Payable to Laser Property Services Limited               2,477             4,158

Net payable to CPF Trust Fund (IMARA)                 165                       165 

Net payable to LIB Ltd                         -                      8 

              240,857 106,658 

b.	 Trustees/ management remuneration

Allowances and other benefits 30,488                  
                                  

27,186

32. CONTINGENT LIABILITY

The Scheme did not have contingent liabilities as at 31 December 2019.

33. COMMITTMENTS

The Scheme had capital commitments of Shs 1,500,000,000 relating to the ongoing development of Ololua Ridge which 
is payable when the project is complete.
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34. PRIOR YEAR RESTATEMENT

Recognition of Additional Voluntary Contribution as contributions

Additional Voluntary Contribution (AVC) is defined as contributions made over and above the rates set for the Scheme 
and should be accounted for as part of contributions in the statement of changes in net assets available for benefits. In 
the past, AVC has been accounted for as a liability in error. The restatement is to correctly account for AVC as part of 
contributions in the year in which they arise and eliminate the previously recognised liability.
 
The impact of the prior year adjustments on the financial statements is detailed below:

Increase in net assets for the year
2018

Shs’000

As previously stated 1,107,841

Recognition of AVC contribution (156,868)

950,973

Total assets
Shs’000

Total 
liabilities
Shs’000

Fund balance 
Shs’000

At 1 January 2017

As previously stated 31,017,981 4,475,788 26,542,193

Adjustments:

Adjustment of AVC balances - (2,999,073) 2,999,073

31 December 2017 (Restated) 31,017,981 1,476,715 29,541,266

At 1 January 2018

As previously stated 32,189,595 4,539,561 27,650,034 

2017 prior period restatements - (2,999,073) 2,999,073

2018 AVC adjustment - 156,868 (156,868)

31 December 2018 (Restated) 32,189,595 1,697,356 30,492,239 

35. SUBSEQUENT EVENTS – IMPACT OF COVID-19

The current impact of the global Covid-19 pandemic has been assessed and while the situation is still evolving, it is not 
expected to have a significant adverse impact on the business.

There have been no immediate material shocks to the business that require adjustments or disclosures in the financial 
statements for the year ended 31 December 2019.
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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

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

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

NYERI BRANCH
Kang’aru Annex,
2nd Floor.
Mob: 0720-433 354, 0735 763 293 
Tel: +254 (020) 2046901-5
Email: nyeri@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

MERU BRANCH
Golden Pillar Sacco Building, 1st Floor,
Next Mathai’s Supermarket Matatu Main Stage, 
Meru Town.
Mob: 0720-433 354, 0735 763 293 
Tel: +254 (020) 2046901-5
Email: meru@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

Scheme Corporate Administrator Offices
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CPF House 7th Floor, Haile Selassie Avenue, P.O Box 28938 - 00200 Nairobi
Mob: 0720 433 354, 0735 763 293, Tel: +254 2064 901-5 Email: Info@cpf.or.ke

Nairobi / Mombasa / Kisumu / Eldoret / Meru / Nakuru / Garissa / Nyeri / Bungoma
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