KENYA PORTS AUTHORITY
RETIREMENT BENEFITS
SCHEME 2012 (DC)

ANNUAL REPORT &
FINANCIAL STATEMENTS



ABOUT US

The Kenya Ports Authority Retirement Benefits
Scheme 2012 (“the Fund”) was established and
started operations on 1st January 2013. The Fund
was formed for the employees of the Kenya

Ports Authority (“KPA”) as a result of the closure
of Kenya Ports Authority Pension Scheme (“DB
Fund”) as at 31st December 2012 as per the
recommendations of the National Treasury circular
No.18 of 2010 dated 24th November 2010 that
required DB Schemes to be closed.

Active members who were below 45 years as at
the date of closure of the DB scheme were moved
to the new DC scheme and those who were above
45 years were given an option of remaining in the
DB Scheme or move to the new DC Scheme.eme
while the KPA Scheme was non-contributory.
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MISSION,
VISION &
CORE VALUES
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Professionalism
We shall embrace open-
ness and professional
standards at all times.

Accountability
We shall be answerable
and obliged to make
things better.

Innovation
We shall constantly strive
to cultivate ideas to
enhance growth and
excellence.




NOTICE OF THE ANNUAL GENERAL MEETING 2021
OF KENYA PORTS AUTHORITY RETIREMENT
BENEFITS SCHEME 2012 (DC)

Notice is hereby given that the 9th Annual General Meeting of Kenya Ports Authority Retirement Benefits
Scheme 2012 will be held on Friday 3rd November 2023 at 9.00am at Bandari Maritime Academy
Amphitheatre hall . All active and deferred members of the KPA Retirement Benefits Scheme 2012 (D.C.
Scheme) are requested to attend the Annual General Meeting to transact the following business.

©ONOOAGNN S

S

.

12.
13.

Reading of the notice and Agenda

Opening of Meeting and Introductions.

Consideration and Adoption of the minutes of the last AGM

Report by the Chair of Board of Trustees

The Managing Director (Sponsor) Report

Presentation of the Audited Accounts for the year ended 31st December 2022, by the Scheme Auditor
Presentation of the Fund Investments by the Scheme’s Fund Managers

Presentation of the Custody report by the Scheme’s Fund Custodian.

Presentation of the Structure of Benefits by the Scheme Actuary.

Presentation of the Retirement Benefits Industry Changes by a representative from the Retirement
Benefits Authority.

Remuneration of Trustees.

Questions and Answers

Vote of Thanks

Members are requested to come with appropriate identification documents and to be seated by
8.45am. Copies of the Scheme’s Audited Accounts can be perused at the Scheme’s registered offices or
downloaded from the scheme’s website on www.kpapension.co.ke

Members are politely informed that the cost of travel/attendance are NON-REFUNDABLE

SALIM H. KUMAKA

Chairman, Board of Trustees
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ABOUT US

HISTORY OF THE SCHEME

The Kenya Ports Authority Retirement Benefits
Scheme 2012 (“the Fund”) was established and
started operations on 1st January 2013. The Fund
was formed for the employees of the Kenya Ports
Authority (“KPA”) as a result of the closure of Kenya
Ports Authority Pension Scheme(“DB Fund”) as at
31st December 2012 as per the recommendations
of the National Treasury circular No.18 of 2010 dated
24th November 2010 that required DB Schemes to
be closed.

Active members who were below 45 years as at the
date of closure of the DB scheme were moved to the
new DC scheme and those who were above 45 years
were given an option of remaining in the DB Scheme
or move to the new DC Scheme.

The Fund is governed by a Trust Deed and Rules
which has been approved by the Retirement Benefits
Authority (RBA). The main purpose of the Fund
is the provision of benefits to the members upon
attainment of the retirement age of sixty years, and
where applicable, benefits for the dependants of
deceased members as provided by the Trust deed
and rules of the Scheme.

The Scheme is also approved by the Kenya Revenue
Authority as a registered Scheme under the Income
Act (Cap 470) and is treated as an ‘exempt approved
scheme’ for the purposes of that Act (I1st Schedule
14). However, contributions in excess of the statutory
limits of KShs 20,000 per month per member is
subject to tax.

Fund Benefits

The benefits of the Scheme are comprehensive and

Include:

. A cash lumpsum equivalent to one third of the
member’s fund credit upon retirement age.

. A pension for life through a purchase of an
annuity from the member’s preferred annuity
provider.

. An income drawdown option.

. Early retirement option from the age of 50
years.

. A pension on ill health retirement.

. In case of death of a member while in service,
the nominated beneficiaries are paid cash
lumpsum of the member’s total fund credit.

. In case of death wupon retirement, the
beneficiaries may continue to receive pension
depending on your annuity selection or income
drawdown plan.

. If a member leaves service before retirement,
50% of the accumulated benefits can be
accessed and the other 50% is payable at
the normal retirement age or the benefits are
transferable to another scheme if the member
opts for transfer, or a deferred pension payable
from the normal retirement age.

. In case a member is permanently emigrating
out of the country; full fund credit is payable
to the member upon submission of sufficient
emigration documentation.

. A life Assurance Cover in case of death in
service.

Other Additional Benefits Include:

. Tax relief on member contribution subject to
applicable tax limits

. Transfers into the scheme from the member’s
previous employer/scheme before joining KPA

. A member may elect to pay additional voluntary
contributions which will boost the benefits
payable upon retirement of the member.

. Upon retirement, a member may elect to utilize
up to a maximum of 10% of his fund credit for
the purchase of post-retirement medical cover.

SERVICE PROVIDERS
The service provider of KPARBS 2012 is:

Fund Manager - Our current Fund managers are ICEA
Lion Asset Management, Gen Africa Asset Manager,
and Kenindia Asset Managers. They are responsible
for implementing the schemes’ investment strategy
and managing its activities. They also oversee
mutual funds, manage analysts, conduct research
on pension industry matters, and guide trustees on
important Investment decisions.

Custodian - Our current custodian is Co-operative
Bank. They hold the scheme’s funds, assets, and
investments in safe custody for our members and
beneficiaries.

The Fund is managed by a Board of Trustees that
is established under a Trust as required by the
Retirement Benefits Act. The day to day running
of the Fund is carried out by the Secretariat of the
DC Fund that supports the Board in meeting its
objectives.

The Secretariat headed by the Scheme Administrator
works in liaison with the Fund service providers
that include fund managers, custodians, actuaries,
lawyers and auditors.
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SCHEME ICT DIGITAL TRANSFORMATION 2.0

Technology plays an important role in our society in
enhancing efficiency and service delivery.

System driven controls considerably reduce human
error and KPA Pension Scheme has been on the
trajectory of implementing cost efficient, scalable
and sustainable technologies in the past 2 years.

Our digital transformation strategy is bearing fruit.
We began by successfully launching an Enterprise
Resource Planning (ERP) system in the year 2022.

That system has enabled our Schemes members to
view and access their statements digitally at a touch
of a button; has given them the ability to project
their benefits up front for ease of planning pre
retire as well as the ability to view and verify their
beneficiaries. These apply mostly for the Defined
Contributions (DC) Scheme.

The direct impact on us as the joint Schemes’
Secretariate is that we are now better placed to
synchronize inter departmental activities and it
is possible to deliver on our roles timeously and
efficiently. It is for instance quite easy now to process
payroll, track expenses vs budget and so on.

We are better placed to uptake and manage new
products like income drawdown, trust fund and post-
retirement medical fund through the support of the
deployed technologies. The scheme has additionally
rolled out Microsoft power B, a business intelligence
reporting technology to enhance the ERP system
resulting in real time graphical reporting with trend

DIGITIZATION ROAD MAP

analysis, filters, drilldown, and sorting at the touch
of a button for efficient and timely decision making.
For ease of coordination from the top the Scheme
has onboarded a modern web-based Trustees
Eboard Meeting system that enables online access to
Board Packs and Reports by Trustees at the touch of
a button giving room for the scheme to cut down on
associated printing costs and reducing bulk. Trustees
are now able to conduct board meetings virtually
which enhances operational efficiency given that it
is also now possible for Trustees to review historical
meetings on the Eboard System. This goes for both
Defined Benefits (DB) and Defined Contribution
(DC) Schemes.

With the introduction of VOIP telephony system,
the Scheme has now provisioned a new number for
members to call our pension office on 0768-777-444.

Eboard systems and the Microsoft Power Bl platform
are supplementary components of the ERP system
which we were able to enhance within the very set
up cost for the ERP. To achieve that, it was key to
keenly word and scope of the ERP contracts to
ensure that such modules are secured.

In summary it is important to mention that looking
into the future, we project to establisha warm disaster
recovery site to mitigate against unforeseeable risks
since technology plays a big role in the day-to-day
operations in the Scheme.

The future is digital!

QUICK-WINS

Short Term:
2021-2022

STRENGTH BASELINE
» Firewall Installation
* Email

* Website

* Backup Setups

EFFICIENCY & PRODUCTIVITY

» Standard Operating
procedures (SOP’s)

+ ERP Rollout
ICT Policies & Governance
Strategy

ICT Governance &
Business Continuity

MEDIUM TERM

Medium Term:
2022-2023

BUSINESS PROCESS SUPPORT

» Back office full automation
using the ERP system

* High availability and
virtualization

*« CRM system for Members

* Member online portal

« |IDD System

¢ Trust Fund System

* PRMF system

ICT Governance &
Business Continuity
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LONG TERM

Long Term:
2023-2024

CONTINOUS EMERGING

TECHNOLOGY

* Integration

* Review trends

* Reporting (BI)

* Digital Rights Management

» Data Loss Prevention

« Biometrics with Face/Voice
matching

ICT Governance &
Business Continuity
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FUND HIGHLIGHTS

OUR INVESTMENTS

The scheme adheres to investment guidelines and regulations under the RBA Act, as well as the investment
policy statement and the strategic plan, which serve as its guiding principles In undertaking Investment.

The allocation of assets for the scheme In 2022 was as follows:

OUR INVESTMENTS

0.10%

9.40%

B GOVERNMENT SECURITIES

68.10%

B QUOTED EQUITIES
16.67% CORPORATE BOND
M FIXED AND BANK DEPOSITS

[ GUARANTEED FUND SCHEME

ASSET TOTAL %
Quoted Shares 3,178,453,590 16.67%
Kenya Government Securities 12,980,907,883 68.1%
Commercial Paper and Corporate Bonds 15,000,000 0.1%
Fixed and Bank Deposits 103,974,538 5.8%
Guaranteed Fund-Kenindia 1,786,709,829 9.4%
Total 19,065,045,840 100%
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FUND HIGHLIGHTS

RETURN ON INVESTMENTS

To safeguard the financial contributions made by its members, the Fund employs a strategic approach to
investment across various asset classes. This strategy is guided by its unwavering commitment to fulfilling
long-term financial responsibilities, specifically, the provision of pension benefits to retiring employees.

In 2022, the financial market faced significant challenges, leading to a modest gross return of 2.35% on
investments. This outcome was primarily influenced by the performance of the stock market.
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FUND HIGHLIGHTS

INCREASE IN NET ASSETS

Despite the challenges faced in 2022, the fund’s assets experienced growth of Kshs.1.720bn in 2022
compared to Kshs.3.084bn in 2021.

The increase in Net assets was primarily influenced by lower returns on quoted and bond holdings.
Additionally, it’s worth noting that the sponsor consistently remitted member contributions on time greatly
Increasing the assets.

3,500,000

3,200,931
3,084,461

' 1,720,900

2021 2022

3,000,000

2,467,139

2,239,456
1,768,426
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2,000,000

1,500,000
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1,000,000
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FUND VALUE GROWTH

The fund has been on a steady growth each year since 2013.

25,000,000,000

20,000,000,000

15,000,000,000

10,000,000,000

FUND VALUE

5,000,000,000

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
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FUND HIGHLIGHTS

ADMINISTRATIVE EXPENSES

The Board of Trustees have implemented internal controls and measures to guarantee that administrative
expenses remain below 1% of the scheme’s value, in accordance with the industry benchmark. The
administrative expense was 0.55% of the scheme’s value dropping from 0.69% In 2021.
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CHAIRMAN’S STATEMENT

Dear Members,

| am pleased to present the Chairman’s Report for the Kenya Ports Authority Retirement Benefits Scheme
2012 for the fiscal year ending December 2022. It is my privilege to provide you with an overview of the
scheme’s performance, key developments, and the outlook for the future.

Allow me to begin by expressing my gratitude to all the scheme members for entrusting us with the
responsibility of managing your retirement savings. In a world where financial security in retirement is of
utmost importance, our team has worked diligently to ensure that your investments are managed prudently.

BRIEF REVIEW OF THE ECONOMY IN 2022

Economic Outlook
In the year 2022, we observed a mixed pattern of economic growth on both a global and local scale. Looking
at the worldwide picture, the International Monetary Fund reported a slower growth rate in global Gross
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CHAIRMAN'’S STATEMENT

Domestic Product (GDP), at 3.4%, compared to the 6% growth reported in 2021. Meanwhile, on the local front,
the Kenya National Bureau of Statistics indicated that the Kenyan GDP expanded by 4.8% in 2022, which
represented a decrease from the 7.6% expansion recorded in 2021.

This deceleration in economic growth can be attributed to various factors, including, but not limited to, the
weakening global markets due to rising inflation, leading to a cost-of-living crisis. The Russian invasion of
Ukraine disrupted commodity supplies and triggered an energy crisis in Europe, further impacting global
economic stability. Additionally, the lingering effects of Covid-19 contributed to an economic slowdown.

From a domestic perspective, 2022 was an election year, and this had a hindering effect on economic activities
within the country.

Pension Sector Performance

According to the Kenya National Bureau of Statistics’ report, the total assets held by pension funds in Kenya
registered a 1.9 percent increase. This translated into a rise from Kshs 1.547 trillion in December 2021 to Kshs
1.576.2 trillion as of December 2022.

The investments in government securities experienced a 2.1 percent growth, reaching Kshs 722.0 billion by
the end of 2022. Fixed deposits also saw an uptick, rising from Kshs 27.9 billion in 2021 to Kshs 42.2 billion as
of December 2022.

The value of guaranteed funds exhibited a significant 14.7 percent increase, reaching Kshs 298.0 billion by the
close of 2022. In contrast, the value of quoted equities saw a significant decline of 15.5 percent during this
period, which contrasts with the 42.9 percent growth reported in December 2021.

THE SCHEME GOVERNANCE AND PERFORMANCE OVERVIEW
(i) Scheme Administration

The Scheme is administered by a Board of Trustees made of six (6) members. Three (3) of the Trustees
are sponsor nominated while the other three (3) members are member elected. The composition of the
Board is balanced in terms of gender and skill set. Additionally, the Board of Trustees is assisted by an
internal administration headed by the Scheme Administrator.
(ii) Corporate Governance

In compliance with the 2018 Retirement Benefits (Good Governance Practices) Guidelines, the Board of
Trustees operates through committees. Currently, the Board of Trustees has established three committees:
the Finance and Investment Committee, the Audit and Risk Committee, and the Administration and
Communication Committee.

The Scheme Fund and Investment Performance

(i) The Scheme Fund Value
Despite the challenging economic conditions throughout the year, the Scheme’s Fund Value saw an
increase, rising from Kshs. 17.288.5 billion in December 2021 to Kshs. 19.065 billion by December 2022. It’s
worth noting that the Scheme’s investment portfolio is well-diversified and complies with the regulations
outlined in the Retirement Benefits Laws.

The Scheme’s asset class allocation is as follows:

1. 3,178,453,590 16.67% 70%
12,980,907,883 68.1% 90%
15,000,000 0.1% 20%
103,974,538 5.8% 30%
1,786,709,829 9.4% 100%
19,065,045,840 100%
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CHAIRMAN’S STATEMENT

(i)

Investment Performance Overview

During the year under review, the Scheme recorded a net return on investment of Kshs. 446,408,936.00.
This translated to approximately 2.35 percent return on investment. During the year, the Scheme declared
an interest rate of 1.87 percent for the registered fund and rate of (0.84) percent for the unregistered
fund. This interest has been duly computed and credited to members’ respective accounts.

The decline in returns was attributed to the tough market conditions noting that the year 2022 was also
an election year in Kenya leading to decline in economic activities.

Regarding expenditure, administrative expenses decreased from Kshs. 118,502,000.00 in 2021 to Kshs.
104,808,902.00. Conversely, the amount spent on taxes increased from Kshs. 82,218,000.00 in 2021to a
total of Kshs. 90,440,020.00.

Overall, the Scheme’s investment performance in 2022 was negatively affected by the unfavorable
domestic and global market conditions. Nonetheless, the Trustees are committed to ensuring that the
Scheme’s funds are prudently invested to maximize returns for the members.

SCHEME AND MEMBER ACTIVITIES DURING THE YEAR

(O

(i)

Leveraging on Technology

The Scheme has invested in technology to improve the member experience. Our online portal which
was launched during the year under review is able provide members with real-time access to member’s
account information, investment performance, and retirement planning tools.

For the internal operations, the Scheme has fully migrated to the Enterprise Resource System (ERP)
which had been acquired in the previous fiscal year.

The Value Addition Products within the Scheme
The Scheme is making progress in the implementation of value-added products, including the Income
Draw Down, the Child Trust Fund, and the Post-Retirement Medical Fund. As an update, the scheme has
revised the Trust Deed and Rules to incorporate these products. Currently, what remains pending is the
approval from the Retirement Benefits Authority.

TOWARDS THE FUTURE

Looking ahead, we remain cautiously optimistic about the economic and market conditions. Our team wiill
continue to closely monitor market developments (both locally and globally) and adjust our investment
strategy as necessary to safeguard your retirement savings. We are committed to delivering consistent and
competitive returns while ensuring the long-term sustainability of the scheme.

APPRECIATION

| thank all the stakeholders present today. Special gratitude to the Regulator, RBA, the Sponsor, Kenya Ports

Auth

ority, our Actuaries, Zamara Actuaries; our custodian, auditors, fund managers and all other service

providers for their invaluable services and support during the year.

Special thanks also go to the members for your co-operation throughout the year. Without you, there is no
Scheme.

Thank you and God bless you all.

SALI
CHA
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Our Member-centered
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ensuring that members

are not only kept abreast

of the dealings within the

Scheme but also provide

an avenue for feedback.




Salim joined the Scheme in September 2017 as a member, elected Trustee - KPA
Retirement Benefits Scheme 2012 (DC) and is currently serving his second
term. He is the current Chairman of the Board of Trustees. He has a diploma
in Shipping Management from Institute of Chartered Ship Brokers (ICS) from
United Kingdom (UK).He is a member of APTAK.

Salim works at the Kenya Ports Authority operations division as shift manager in
container terminal operations with over 20 years of experience. He is a Certified
Trustee having undertaken the Trustee Development Program of Kenya (TDPK)
and has undertaken various industry trainings on board governance, investment,
risk management both locally and internationally.

b
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SALIM KUMAKA

Mercy joined the Scheme on 12 May 2023 as a sponsor nominated Trustee - KPA
Pension Retirement Scheme 2012 (DC). With over 12 years of experience, she
has a Masters of Science in Procurement & Logistics, Bachelor of Commerce -
Finance, Diploma in Professional Shipping & Logistics and Certificate in Conflict
Resolution. She is a member of Kenya Women in Logistics & Transport (KWiLT),
Logistics Board (LoB), a trustee at BCLSRBS and is a Certified Trustee having
undertaken the Trustee Development Program of Kenya (TDPK).

Mercy has experience in Supply chain and Customer excellence and is currently
the Logistics & Shipping Manager at Bamburi Cement.

Committee Membership - Finance & Investment Committee/ Administration &
Communication Committee

MERCY KIRUI

Musa joined the Scheme in December 2020 as a member elected Trustee - KPA
Retirement Benefits Scheme 2012 (DC). He has a diploma in Human Resource
Management from Moi University and a Certificate in Mechanical Engineering
(KNEC) from Bandari College. He is currently pursuing a Bachelor’s degree in
Business Administration (HR) from KEMU.

Musa is a trained paralegal on labour laws by American Centre for International
Labour Solidarity (ACILS). He is also trained on monitoring and evaluation /
result-based management by MDF East Africa.

Musa is a trainer and consultant of trade union matters, coordinator of
Dockworkers Union capacity building and is a member of the Dockworkers
Union, an affiliate of International Transport Federation, (ITF). He has been a
member of the National Executive Board, Dockworkers between the year 2011
and 2021. He is a member of IHRM and APTAK. Musa is currently employed at
the Kenya Ports Authority with 17 years of experience and is a Certified Trustee
having undertaken the Trustee Development Program of Kenya (TDPK).

MUSA HUKA Committee Membership - Audit & Risk Committee/ Administration &
Communication Committee
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Emma joined the Scheme in December 2020 as a member elected Trustee -
KPA Retirement Benefits Scheme 2012 (DC). Her experience is concentrated in
maritime and logistics with over 12 years of working experience and is currently an
Operations Officer at KPA. She is a holder of Masters in Business Administration
(Strategic Management) from the University of Nairobi, Masters in International
Transport and Logistics from Arab Academy, Institute of International Transport
and Logistics Alexandria, Egypt, and Bachelor of Education (Arts) from Maseno
University. She also serves in the committee on Sector Skills Advisory Committee
(SSACQC) for the maritime industry.

Emma is a member of IHRM, APTAK, Charted Institute of Transport and Logistics
and Women in Maritime East and South Africa Association (WOMESA). She is a
Certified Trustee having undertaken the Trustee Development Program of Kenya
(TDPK).

Committee Membership - Finance & Investment Committee/ Administration &
Communication Committee

Geoffrey joined the Scheme as sponsor nominated Trustee - KPA Retirement
Benefits Scheme 2012 (DC) in 2019, and is currently serving his second term as
a Trustee. He has a Bachelor of Arts (Economics) from Kenyatta University and
Master’s in Business Administration (Strategic Management) from UON. He is a
certified accountant CPA (K) with 22 years of experience as an accountant in
both public and private sectors.

Geoffrey is a member of ICPAK and has served as a director at the Kenya National
Shipping Line Board. Geoffrey is currently the General Manager, Finance and
Commercial Services at Kenya Ports Authority and a Certified Trustee having
undertaken the Trustee Development Program of Kenya (TDPK).

Committee Membership - Audit & Risk Committee/Finance & Investment
Committee

Dr. Consolata joined the Scheme on 12 May 2023 as a sponsor nominated Trustee
- KPA Pension Retirement Scheme 2012 (DC). With 27 years of experience,
she has a PhD in Health Promotion (Masinde Muliro University of Science and
Technology), a Masters in Community Health & Development (Great Lakes
University Kisumu), Bsc. Nursing (University of Eastern Africa Baraton) and a
Diploma in Project Management (European Business University). Among her
professional engagement include; consultant with International Business &
Technical Consultants Inc. (IBTCI), a USAID contractor in auditing maternal,
neonatal and HIV survey in Kisumu County. She has also served as a consultant at
WEWASAFO NGO for evaluation of Water, Sanitation and Hygiene programmes
and is a Certified Trustee having undertaken the Trustee Development Program
of Kenya (TDPK).

Dr. Consolata is currently a lecturer at the Masinde Muliro University of Science
and Technology and a Board Director, KPA.

Committee Membership - Audit & Risk Committee/ Administration &
Communication Committee

o

GEOFFREY KA

L
DR. CONSOLATA LUSWETI
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SCHEME ADMINISTRATOR’S REPORT

Dear Esteemed Members,

Welcome to our 9th Annual General Meeting. | am pleased to present this report that provides highlights
of our performance and activities for the year ending 31st December 2022. It has been a year of both
challenges and opportunities, and I'd like to provide you with an update on our scheme’s key highlights and
achievements.

STATISTICAL PRESENTATION OF THE SCHEME

Scheme Membership

As of the year ending December 2022, the scheme had a total of 5,780 members, indicating an increase
compared to the 5,612 members recorded in 2021. This growth in membership can be attributed to new
members who joined the scheme after being employed by the sponsor during the year.
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SCHEME ADMINISTRATOR’S REPORT

Scheme Fund Value

| am pleased to report that the fund has exhibited consistent growth. Despite challenging economic conditions,
the investment portfolio has demonstrated resilience, yielding positive results. As of the end of December
2022, the fund’s total stood at Kshs. 19.065 billion, marking an increase of 10.3% compared to the Kshs.
17.288 billion recorded in 2021. Regarding asset allocation, the scheme has remained fully compliant with the
retirement benefits laws and regulations.

STRATEGIC DIRECTION

In the year 2022, the Scheme launched its Strategic Plan for the 2022 - 2026. The Strategic Plan had four
main key resultant areas namely: -

(a) Portfolio diversification and adequacy

(b)Member engagement and satisfaction

(c) Improved Internal Processes

(d)Strengthening Institutional Capacity and Governance

The scheme is making significant progress in accordance with its strategic plan. In terms of achieving portfolio
diversification and adequacy, the scheme has strategically diversified its asset allocation.

Regarding member engagement and satisfaction, the scheme conducted member awareness and education
initiatives to enlighten members about their rights and obligations. Moreover, the scheme will soon initiate a
member satisfaction survey to gather feedback from its members.

Concerning the enhancement of internal processes, the scheme has successfully completed its migration to
the Enterprise Resource Planning System (ERP System), automating various processes and thereby improving
service delivery efficiency.

In terms of strengthening institutional capacity and governance, the Board of Trustees has developed
governance instruments, including the Board Charter. Simultaneously, the scheme is actively investing in
building the capacity of both the Trustees and the secretariat to enhance their operational capabilities.

NOTABLE MILESTONES DURING THE YEAR UNDER REVIEW

Launch of the Online Member Portal

During the year, the Scheme launched the online member portal. This portal serves as a self-service platform,
enabling members to access real-time information about their benefits, regardless of their geographical
location. Additionally, the online member portal serves as a valuable tool, empowering members to calculate
the additional voluntary contributions required to reach their desired retirement benefits.

Migration to the ERP System

The Scheme completed its migration to the ERP System in the year 2022. The system has been customized
to meet and address the specific needs of the scheme; this has in turn increased the efficiency as well as the
turnaround time in conducting tasks within the scheme. The system has the following core modules.

Pension Store member records, Track contributions and interest processing
Module @ claims payment.

Finance/Accounting Payables, receivables, fixed assets, chart of accounts, budgeting, and
Modules = 5 management analysis.
SBE

Property Module Track property managers requisitions, tenants’ management, lease

management, billing and invoicing, receipting.
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CORE MODULE FUNCTION

Human Resource Payroll processing, leave management, performance appraisal system,
Module recruitment portal etc.

Eboard Module Online trustees meeting, online/soft copy board packs, review of past

memaos.

Power-BIl graphical Trend analysis, sorting and filtering of various graphical investment/
Reports ,\f/ financial and member reports.

Investment Module Maintain financial assets and monitoring income.

Procurement planning, requisitioning, inspection and acceptance,

Procurement Module ﬂ—l
I_ : order processing, tracking, inventory, and costing, eProcurement

portal.
Legal case (o) Case management, open cases, cases under hearing, appeal cases,
Management cases awaiting judgement, closed cases.
Module

Member Education

As part of the Scheme’s strategic objective to enhance member offering, several initiatives were undertaken
during the year. Specialized pre-retirement trainings targeting those members due for retirement within 5
years were held in Mombasa and Nairobi in liaison with the Sponsor and Retirement Benefits Authority(RBA).
These trainings are intended to equip the target membership with necessary information regarding their
benefits, change management and financial planning as they prepare to exit the employment arena. Going
forward, the Scheme will be seeking to expand the horizon to target all members including those who have
just been employed. Apart from the specialized trainings the Scheme organized for the member awareness
sessions. A total of 322 members participated in the Retirement Planning Seminar, while 1353 members
attended the member education seminars.

FUTURE ASPIRATIONS

As we look to the future, it's essential to acknowledge the prevailing uncertainty in our operational and
investment landscape. However, we have a strong grasp of the risks we encounter and are committed to
effectively mitigating them where we have control. We view these challenges as valuable learning experiences,
enabling us to enhance the security and sustainability of the fund.

Despite the external uncertainties, we hold confidence in our strategic plan and the effectiveness of our
mitigation strategies, positioning us well to confront future challenges. Our strategic plan is primarily focused
on realizing our vision and mission, which is to optimize returns to meet our obligations promptly, even in the
face of external uncertainties. We are committed to staying on course to achieve our objectives.

APPRECIATION

| would like to express my sincere appreciation to the Sponsor, the Board of Trustees, secretariat staff, our
valued members, and all other stakeholders. Your support has been invaluable, and | look forward to our
collective effort towards creating value for our members through sustainable retirement benefits management.

BERNARD KIBET,
SCHEME ADMINISTRATOR
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Bernard joined the Scheme in January 2021 to provide leadership in the
development and implementation of the Scheme’s strategy, as well as pension
scheme administration management.

He is currently pursuing a Masters in Financial Economics (JKUAT) and holds
a Bachelor of Science in Actuarial Science (Makerere University). Among his
professional credentials are a Certified Investment & Financial Analyst CIFA (K)
and an ongoing Diploma in Insurance from the College of Insurance Kenya. He
is also a Certified Trustee through the Trustee Development Program Kenya
(TDPK), a member of the Institute of Certified Financial Analysts (ICIFA) and a
member of Chartered Institute for Securities and Investment (CISI).

Bernard is an accomplished professional with over 12 years of experience
in the pension industry. Previously, he was Head of Retail Pension Business
Development at Octagon Pension Services Ltd.

BERNARD KIBET

Tom joined the Scheme in December 2020 to lead the ICT & Records department,
which is responsible for facilitating an effective information flow that ensures the
Scheme’s ICT and records management programs are met.

He is currently pursuing a Masters of Science in Computer Systems (JKUAT) and
holds a Diploma in Oracle 10g (Institute of Software Technologies), a Bachelor
of Business Information Technology (Strathmore University), and a Diploma in
Information Technology and Management (JKUAT). He is an Oracle Certified
Professional (OCP), a Microsoft Certified Information Technology Professional
(MCITP), a Linux +, a CISA Certified Professional, and an ITIL Certified
Professional, among other professional certifications.

Tom is also a Certified Trustee -Trustee Development Program Kenya (TDPK).
He has 13 years of experience in banking, manufacturing and media industry and
previously worked as the ICT and Broadcast Manager at Radio Africa Group.

TOM MUSAU
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Makaya joined the Scheme in January 2021 to take charge of the Legal Unit,
which provides legal services, Board secretariat services, legal risk mitigation
and ensures compliance with relevant legislation.

He is currently pursuing a Masters of Law (UON) and holds a Postgraduate Dip.
in Law - Kenya School of Law as well as a Bachelor of Laws degree (UON). He
is a High Court of Kenya advocate, a Certified Trustee - Trustee Development
Program Kenya (TDPK), undertaken Leadership & Governance course (SMC) at
Kenya School of Government, a Judiciary Accredited Mediator, a trained Legal
Auditor, and a member of the Law Society of Kenya.

He has over 9 years of legal and regulatory compliance experience. He has
previously served as Dispute Resolution and Risk Management Associate at
GVA Advocates where he represented and advised various corporate clients,
including pension schemes.

Bevaline joined the Scheme in January 2021 and is responsible for the day-to-
day and general administration of pension benefits in the pension management
department, including the DB and DC Schemes, as well as liaising with Scheme
service providers in matters related to pension. She is currently pursuing a Master
of Business Administration (Strategic Management, UON) as well as a CPA (K)
- both of which are ongoing. She holds a Bachelor of Business Administration
(Accounting, Kenya Methodist University).

Bevaline holds an Investment Operations Certificate - CISI, as well as professional
qualifications such as Certified Trustee - Trustee Development Program Kenya
(TDPK), Customer Relationship Management - International Sales Training
Institute, and Anti-Money Laundering & Anti-terrorism Financing Training -
Global Finance& Compliance Hub.

She has over 10 years of experience in the financial and pension sectors, having
worked as a Fund Operations Supervisor for Cytonn Investment Management
Ltd, as well as for several financial institutions handling Unit Trusts and Pension
Funds.

Dennis joined the Scheme in January 2021 and is in charge of the HR &
Administration Unit, which is in charge of implementing the Scheme’s human
resource management strategy and providing leadership in human resource
operations.

Dennis has a Masters of BusinessAdministration in Strategic Management
(Kenyatta University), a Postgraduate Diploma in Human Resource Management
(KNEC), and a Bachelor of Business Administration (Uganda Christian University).
He is a Certified Trustee -Trustee Development Program Kenya (TDPK), Member
Practitioner - IHRM and undertaken Leadership & Governance course (SMC) at
Kenya School of Government.

He previously served as HR Officer - Kenya Ferry Services and has over 11 years
of experience working with non-governmental organizations, government state
corporations, and the pension sector.
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SECRETARIAT STAFF

FRONT ROW L TO R: Dennis Bebora, Bevaline Koech, Bernard Kibet, Tom Musau, Stephen Chege, Zuhura Said.
BACK ROW L TO R: Bramuel Kedogo, Kazungu Changawa, Nehemiah Owino, Alex Kimanzi, Makaya Oweya,

Solomon Ngei, Wilberforce Odhiambo, Mary Mwangi, Padwick Maratani
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ERP PORTAL LAUNCH AND MEMBER REGISTRATION
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ERP PORTAL LAUNCH AND MEMBER REGISTRATION
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We encourage members
to keep engaging us and
share with us any ideas
which will propel the
growth of the Scheme.



FOR THE YEAR ENDED 31 DECEMBER 2022

The Trustees have the pleasure in submitting their annual report together with the audited accounts for the
year ended 31 December 2022, which disclose the state of affairs of the scheme.

ESTABLISHMENT, NATURE AND STATUS OF THE SCHEME.

The fund is established and governed by the Trust Deed and Rules dated 24th October 2012, and was
amended on 13th February 2018.1t is a defined contribution scheme and provides, under its rules, retirement
benefits for the staff of Kenya Ports Authority. It is an exempted approved scheme under the Income Tax
Act and with the Retirements Benefits Authority respectively.

OBJECTIVE OF THE SCHEME

The main purpose of the scheme is the provision of Pension and other retirement benefits for members
upon their retirement from the Employers service and relief for the Dependents of deceased Members.

SUMMARY OF MEMBERSHIP
YEAR 2022 2021
Members Members
Active members

At start of the year 5,612 5,746
Joiners 349 14
Leavers (135) 148)
Dormant members (46) -
At end of the year 5,780 5,612

Deferred members

At start of the year 356 235
Joiners 2 123
Leavers () @)
At end of the year 352 356
Total members 6,132 5,968

CONTRIBUTIONS

As per the rule of the scheme, employees contribute 10% of their respective Pensionable salary and the
employer contributes to the scheme an amount equal to 20% of the Members Pensionable salary. However,
members may with the consent of trustees, voluntarily increase their contributions in additions to
those prescribed above.
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INVESTMENT OF FUNDS

The Scheme’s funds are invested as provided under the Retirement Benefits Authority Act Regulations and
schemes investment policy statement.

Under the terms of their appointment, ICEA Lion Asset Manager, Gen Africa Asset Manager Limited and
Kenindia Assurance Company Limited are responsible for the investment of the funds.

The overall responsibility for the investment and performance of the schemes’ funds lies with the trustees.
Below is the breakdown of the investments as carried out during the year;

DC Scheme
Investment AMOUNT INVESTED exposure RBA Limit
Quoted Shares 3,178,453,590 16.67% 70%
Kenya Government Securities 12,980,907,883 68.1% 90%
Commercial Paper and Corporate Bonds 15,000,000 0.1% 20%
Fixed and Bank Deposits 1,103,974,538 5.8% 30%
Guaranteed Fund-Kenindia 1,786,709,829 9.4% 100%
Total 19,065,045,840 100%

The net interest declared and credited to the members’ account was at a positive rate of 1.87% for the
registered fund and -0.87% for the unregistered fund.

TRUSTEES

The Trustees who served during the year are as shown on page 6

INDEPENDENT AUDITOR

The Auditors Ronald’s LLP, Certified Public Accountants (K), were appointed on 1/01/2022 for a period of
three years.

BY ORDER OF THE TRUSTEE

23.03.2023
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The Retirement Benefit Act, (Occupational Retirement Benefits Schemes) Regulations 2000 requires the
Trustees to prepare financial statements which give a true and fair view of the state of affairs of the scheme
as at the end of each financial year and of its operating results for that year. It also requires the Trustees

to ensure that the scheme keeps proper accounting records, which disclose with reasonable accuracy the
financial position of the scheme. They are also responsible for safeguarding the assets of the Scheme.

The Trustees accept responsibility for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards (IFRS) and in the manner required by the Re-
tirement Benefit Act. This responsibility includes designing, implementing and maintaining internal controls
relevant to the preparation and presentation of financial statements that are free from material misstate-
ment, whether due to fraud or error, selecting and applying appropriate accounting policies, and making
accounting estimates that are reasonable in the circumstances.

The Trustees accept responsibility for the annual financial statements, which have been prepared using ap-
propriate accounting policies supported by reasonable and prudent judgments and estimates, in conformity
with International Financial Reporting Standards (IFRS) and the manner required by the Retirement Benefit
Act. The Trustees are of the opinion that the financial statements give a true and fair view of the state of
the financial affairs of the Scheme and of its operating results as at 31 December 2022. The Trustees further
accept responsibility for the maintenance of accounting records which may be relied upon in the prepara-
tion of financial statements, as well as adequate systems of internal financial control.

The statement was approved by the Trustees on 23rd March 2023 and signed on its behalf by:

T .

TRUSTEE C/TRUSTEE
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No.

I

Trustees and the dates of appointment

Name of Trustee

Salim Hamisi Kumaka

Farida Abdalla

Nilfat Kassim

Emma Seline Akinyi Okello

Musa Huka Abdi

Geoffrey Kilonzo Kavate

Nature of

Appointment
Member Elected

Sponsor Nominated

Sponsor Nominated

Member Elected

Member Elected

Sponsor Nominated

Date Appointed

18.12.2020
01.04.2022
01.04.2022
18.12.2020
18.12.2020
30.06.2022

18.12.2023
23.01.2023
23.01.2023
18.12.2023
18.12.2023

Date to retire

29.06.2025

Trustees in office

Name of
trustee

Salim Kumaka 56

Nilfat Ali 34

Musa Huka 39

Emma Okello 39

Geoffery 51
Kavate

Farida 53
Abdalla

Age Category
(Member- elected/

Sponsor-
nominated/
Professional)

Member elected
Trustee

Sponsor nominated
Trustee

Member elected
Trustee

Member elected
Trustee

Sponsor nominated
Trustee

Sponsor nominated
Trustee

No. of
meetings
attended

Regular
Board-20
Committee-0O
Regular
Board-10
Committee-2

Regular
Board-18
Committee-41
Regular
Board-19
Committee-41

Regular
Board-14
Committee-2

Regular
Board-12
Committee-8

Certified Highest

(Yes/
No)

YES

NO

YES

YES

YES

YES

qualification

Diploma in
Shipping
Management
Bachelor of
Laws (LLB) - Moi
University

Bachelor Business
Administration
(HR) ongoing
Masters Business
Administration
(Strategic
management)

Masters Business
Administration
(Strategic
management)
MSc in Financial
Service
Management

Membership of
other boards

None

Board Director

- Kenya Ports
Authority (up to
23rd January 2023)

None

None

Board Director -
Kenya National
Shipping Line

Board Director

- Kenya Ports
Authority (up to
23rd January 2023)
Board Of Governor-
Taveta Technical
and Vocational
College
Chairperson-
Mombasa County
Public Service
Board
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3. The board of trustees held 20 meetings during the year ending the 31st December 2022
The meetings were held on the dates set out hereunder:

Number Type of meeting Date
7. Regular Board 28/02/2022,13/11/2022, 14/9/2022, 15/11/2022,
29/11/2022, 30/11/2022, 15/12/2022
8. Special Board 10/02/2022, 21/02/2022, 04/03/2022, 13/05/2022,
12/05/2022, 13/06/2022, 01/08/2022, 28/09/2022
<), Joint Board( With DB scheme) 28/01/2022, 18/02/2022, 05/04/2022, 17/06/2022,
13/07/2022
Geoffrey Kilonzo Sponsor Nominated 30.06.2022
Kavate
4. The composition of the board of trustees is as hereunder:
(a) Gender balance: Female 50 % Male 50 %
(b) Skills mix: No of trustees with financial skills 33%

(c) Age mix: Number of trustees who are younger than 35 years 17%
Number of trustees who are older than 35 years 83 %

()

S. Committees of the board
Committee Members
Name
Finance and Nilfat Ali

Investments
Committee

Audit and Risk
Committee

Administration
and
Communication
Committee

Full Board of
Trustees

Geoffrey Kavate
Emma Okello
Farida Abdalla

Nilfat Ali
Geoffrey Kavate
Musa Huka

Nilfat Ali

Musa Huka
Emma Okello
Farida Abdalla

Salim Kumaka
Nilfat Ali
Geoffrey Kavate
Musa Huka
Emma Okello
Farida Abdalla

No. of
meetings
held

Any external advisors,
invitees to meetings
(Yes/No) (if yes, mention
the purpose)

No

No

No

Yes -

Fund Managers, Custodians,
Actuaries-These are required
to present performance
reports quarterly.

Board Evaluation Consultant-
Facilitated Board evaluations

Strategic plan Consultant-To
present final strategic plan to
the Board.

Allowances
paid (Ksh.)

60,000

60,000

40,000

Allowances paid
to advisors,
invitees (Kshs.)

60,000
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Committee
Name

Special Board
of Trustees

Joint
Administration
Committee

Joint Full Board

Special Adhoc
Committees-

To consider
Joint DB/DC
investments.

To Consider and
prepare Bench
marking report

TOTAL

Members

Salim Kumaka
Nilfat Ali
Geoffrey Kavate
Musa Huka
Emma Okello
Farida Abdalla

Musa Huka
Emma Okello

Salim Kumaka
Nilfat Ali
Geoffrey Kavate
Musa Huka
Emma Okello
Farida Abdalla

Musa Huka
Emma Okello

Fiduciary responsibility statement

Any external advisors,
invitees to meetings
(Yes/No) (if yes, mention

the purpose)
No

No

No

No

paid (Ksh.) to advisors,

680,000 =

1,080,000 =

420,000 =

240,000 =

3,360,000 60,000

Allowances Allowances paid

invitees (Kshs.)

The board of trustees is the governing body of the Kenya Ports Authority Retirement Benefits Scheme
2012 and is responsible for the corporate governance of the scheme. The trustees are responsible
for ensuring that the administration of the scheme is conducted in the best interests of the scheme’s
members and the sponsor. To achieve this, the trustees embraced their fiduciary responsibility by:

a. Acting honestly and did not improperly use inside information or abuse their position.
b. Exercising the highest degree of care and diligence in the performance of their duties that a

reasonable person in a like position would exercise in the circumstances; and
c. Performing their duties with the requisite degree of skill.

The scheme has complied with the laws, regulations and guidelines that govern retirement benefits
schemes and the scheme’s business operations.

The trustees have ensured that the fund manager has carried out all scheme investments and that all
scheme assets and funds are held by the custodian.
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7.

10.

36

The Board charter has been developed and ratified by the Board of Trustees.

Implementation of the Good Governance Guidelines Policies In the year under review, the scheme
has been able to review and ratify the following governance policies in the scheme.

DATE DEVELOPED/

POLICY REVIEWED DATE RATIFIED
Code of Conduct SEPTEMBER 2022 28th Sept 2022
Election Policy SEPTEMBER 2022 28th Sept 2022
Remuneration Policy SEPTEMBER 2022 28th Sept 2022
Communication Policy SEPTEMBER 2022 28th Sept 2022
Risk Management Policy SEPTEMBER 2022 28th Sept 2022
Conflict of Interest Policy SEPTEMBER 2022 28th Sept 2022
ICT Policy SEPTEMBER 2022 28th Sept 2022
Procurement Policy SEPTEMBER 2022 28th Sept 2022

Responsible corporate citizenship

The scheme has participated in socially responsible investments and operations and has not been
involved in any activity that may undermine the well-being of the sponsor, members or the community
in which it operates.

Key outcomes

The board of trustees seeks to achieve the following:

a. Building trust with the members and sponsor of the scheme so that they are satisfied with the
administration of the scheme.

b. Supporting innovation and developing solutions that meet the members’ and sponsor’s needs;
and

c. Ensuring that the scheme’s administrative processes remain transparent and accessible to
members and the sponsor.

The board of trustees will measure the progress towards these outcomes through.
(a) Triennial members’ survey score. The latest score NONE
Regular reports and feedback to the sponsor. No. of reports 4

Annual general meeting

The board of trustees held the annual general meeting on the 9t of December 2022 at which 2,818
members, making up 47.19% of scheme members attended. The board adequately addressed the
members’ concerns.

NO. OF PEOPLE
Number of attendees ELIGIBLE TO ATTEND PERCENTAGE

2818 5971 47%
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1. Members’ sensitization

The board conducted the No. of members
following sensitization who
activities. DATE HELD attended REMARKS
Pre-retirement Training 10/10/2022 to 322 The training covered
16/11/2022 members who were between
55-60 years of age
Member Education 06/04/2022 1,353 The members were sensitized
to 15/04/2022 on new products i.e., PRMF,
IDD, Child trust fund
12. Trustees’ remuneration policy

During the year under review, the trustees were paid a gross sum of Ksh 20,434,944. The payments
complied with the trustee’s remuneration policy of the scheme.

The Trustees attended other events for capacity building to represent the scheme in industry forums,

Member engagements and other activities during execution of their responsibilities. The expenses paid
for the events was Ksh 17,074,994 while allowances paid for board meetings was Ksh 3,360,000.00.

13. Board of trustee’s evaluation

The board and individual Trustees undertook board evaluation in the year under review. The board
review process was facilitated externally, and the process took the form of Questionnaires and

interviews. The board was rated 96%.

Dated 23.03.2023
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An association of legally independent firms

Ronalds

REPORT OF THE INDEPENDENT AUDITOR TO THE MEMBERS OF KENYA PORTS
AUTHORITY RETIREMENT BENEFITS SCHEME 2012

Opinion

We have audited the accompanying financial statements of Kenya Ports Authority Retirement Benefit Scheme
2012 as set out on page 41 to 60 which comprise the statement of changes in net assets available for benefits
as at 31 December 2022, Statement of Cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

In our opinion the accompanying financial statements give a true and fair view of the state of financial
affairs of the scheme as at 31 December 2022 and of the disposition of the assets and liabilities other than
liabilities to pay benefits falling after the end of the year in accordance with International Financial Reporting
Standards (IFRS) and requirements of the Retirement Benefit Act.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing. Those standards require
that we plan and perform the audit to obtain reasonable assurance as to whether the financial statements
are free of material misstatements. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by the Management, and evaluating the overall financial statement presentation.

We are independent of the Scheme in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in Kenya, and we have fulfilled our
other ethical responsibilities in accordance with these requirements and the IESBA code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis to our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the financial statements of the current year. These matters were addressed in the context of our audit of
the organization’s financial statements as a whole, and in forming our opinion thereon, and we do not provide
a separate opinion on these matters.

There were no key audit matters to report during the year.

Trustees’ Responsibility for the Financial Statements

The Trustees are responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards (IFRS) and with the requirements of the
Retirement Benefits Act. This responsibility includes designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

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

Ronalds LLP I: +254 717 558 212
136 Manvyani East Road, Off-Waiyaki Way E: info@ronalds.co ke

PO. Box 41331-00100 Nairobhi, Kenya I www.ronalds.co ke
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As part of an audit in accordance with International Standards on Auditing, we exercise professional judgement
and maintain professional skepticism throughout the audit. We also:

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

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

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Trustees.

Conclude on the appropriateness of the Trustees’ use of the going concern basis of accounting and based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the 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 believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Report on other legal requirements

As required by the Retirement Benefit Act we report to you, based on our audit, that:

We have obtained all the information and explanations which to the best of our knowledge and belief
were necessary for the purposes of our audit;

In our opinion, proper books of accounts have been kept by the Scheme, so far as appears from our
examination of those books;

The scheme’s Net Assets Statement and Scheme Account are in agreement with the books of
accounts.

The engagement partner responsible for the audit resulting in this independent auditor’s report is CPA Noah

O. Ndakala - P/No 2039.

For and on behalf of,
Ronalds LLP.
Certified Public Accountants (K)

Date 29.03.2023

: S 3
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2022 2021

Note Kshs Kshs
Income from Dealings with Members
Contributions and transfer in 4 2,060,645,976 1,819,066,000
Outgoings from Dealings with Members
Benefits paid 5 (577135,856) (350,251,000)
Net Surplus From Dealings With Members 1,483,510,120 1,468,815,000
Returns on Investments
Realised Investment income 6 1,966,216,594 1,489,317,816
Realized losses on sale and maturities of investments - 83,429,000
Fair value change on investments 7 (1,473,558,606) 283,690,000
Less: Investment Management Expenses 9 (46,249,052) (40,073,005)
Less: Administrative Expenses 10 (104,808,902) (M5,647,773)
Credit loss provision b) (5,538,094) (2,851,816)
Less: Tax Expense 16 (98,672,088) (82,218,000)
Net Returns on Investments 237,389,850 1,615,646,222

Increase in Net assets for the Period

1,720,899,971

3,084,461,222

Net assets available for benefits at start of the period
Increase in net assets for the year
Post- audit adjustment

17,293,461,545
1,720,899,971
3,724,444

14,209,000,322
3,084,461,222

Net assets available for benefits at end of the period

19,018,085,960

17,293,461,545

The post Audit adjustment refers to items that appeared unreconciled in Fund master system, yet they had
cleared in the bank statements. The bank balance on Fund master cashbook was understated and the post
audit adjustment was to adjust the balance to the correct reconciled bank position.
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2022 2021
Note Kshs Kshs
ASSETS
Investments n 19,056,655,930 17,210,080,000
Work in progress - Computer Software 12 8,865,870 4,478,000
Property & Equipment 12 1,481,768 1,976,127
Cash at Bank 13 19,777,962 64,106,000
Receivables 14 16,358,608 77,285,000
19,103,140,138 17,357,925,127
Less: liabilities
Payables and Accrued Expenses 15 76,822,110 48,728,282
Tax Payable 16 8,232,068 15,735,300
85,054,178 64,463,582
Net Assets Available for Benefits 19,018,085,960 17,293,461,545
Funded by;
Accumulated Fund (Page 15) 19,018,085,960 17,293,461,545
Total Funds and liabilities 19,018,085,960 17,293,461,545

The financial statements were approved and authorized for issue by the Trustees on 23.03.2023 and were

signed on its behalf by

TRUSTEE
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2022 2021

Note Kshs Kshs
Cash flows from operating activities
Contributions received 2,060,645,976 1,819,065,000
Administrative expenses paid (104,808,902) (118,502,000)
Depreciation on property & equipment 493,880 493,000
Impairment of real people bond - 35,000,000
Expected credit loss on fixed deposits - 2,851,000
Benefits paid to leavers (577135,856) (350,250,000)
Receivables and accrued income (22,571,459) (77,284,000)
Payables and accrued expenses 12,360,109 19,830,000
Underprovison of tax in prior year - 15,000
Tax paid (90,440,020) (73,571,000)
Net cash generated from operating activities 1,278,543,728 1,257,647,000
Investing activities
Purchase of plan investment (3,651,003,405) (5,157,220,000)
Proceeds from sale/maturity of plan investment 1,301,222,262 2,286,007,000
Investment income received 1,802,557,335 1,489,321,000
Purchase of property & equipment - (2,469,000)
Purchase of intangible assets (4,387,812) (4,478,000)
Investment management expenses paid (46,249,052) (40,073,000)
Net cash (used) in investing activities (597,860,672) (1,428,912,000)
Increase/ (decrease) in cash and cash equivalents 680,683,056 (171,265,000)
Movement in cash and cash equivalents
At start of year 439,345,000 610,610,000
Post audit adjustments 3,724,444 -
Increase/ (decrease) in cash and cash equivalents 680,683,056 (171,265,000)
At end of year 13 1,123,752,500 439,345,000
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a)

b)

<)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention, and comply with the
International Financial Reporting Standards (IFRSs) and the Retirement Benefit Acts, 1997 as amend-
ed, and the guidelines set out in the Accounting Guidelines - Financial Reports of Retirement Benefit
Schemes and are prepared in Kenya Shillings.

Going concern

The financial performance of the Scheme is set out in the Trustees’ report and in the statement of com-
prehensive income. The financial position of the Scheme is set out in the statement of financial posi-
tion.

Based on the financial performance and position of the Scheme and its risk management policies, the
Trustees are of the opinion that the Scheme is well placed to continue in business for the foreseeable
future and as a result the financial statements are prepared on a going concern basis.

Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards and as the requirements of the Kenya Retirement Benefits Act. The principal accounting
policies adopted are as set below:

Changes in accounting policies and disclosures on new standards

The accounting policies are consistent with those reported in the previous year except as required in
terms of the adoption of the following:

i. New and amended standards adopted by the Scheme

The following standards and amendments have been applied by the Scheme for the first time for the
financial year beginning 1 January 2022:

Amendments to IFRS 7, IFRS 9, IAS 39, IFRS 4 and IFR S16 Interest Rate Benchmark reform - Phase 2

The amendments to IFRS 9 and IAS 39 Financial Instruments: Recognition and Measurement provide
a number of reliefs, which apply to all hedging relationships that are directly affected by interest rate
benchmark reform. A hedging relationship is affected if the reform gives rise to uncertainty about the
timing and/or amount of benchmark-based cash flows of the hedged item or the hedging instrument.
These amendments have no impact on the Scheme.

The amendments require entities to update the effective interest rate to reflect the change to the al-
ternative risk-free rates (ARRS), instead of derecognizing or adjusting the carrying amount of financial
instruments, for changes required by the reform if the transition from the IBOR rate to the ARR is as a
direct consequence of the reform and on an economically equivalent basis.

The amendment also provides specific hedge accounting relief, including that an entity will not have to
discontinue hedge accounting solely because it makes changes required by the reform to hedge desig-
nations and hedge documentation, if the hedge meets the other hedge accounting criteria. The amend-
ments also require entities to provide additional information about new risks arising from the reform
and how it manages the transition to ARRs. The Scheme is not affected by this amendment.
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<)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Changes in accounting policies and disclosures on new standards (continued)

i. New and amended standards adopted by the Scheme (continued)

Amendments to IFRS 16- Covid 19 Related Rent Concessions beyond 30 June 2021

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases.
The amendments provide relief to lessees from applying IFRS 16 guidance on lease modification ac-
counting for rent concessions arising as a direct consequence of the Covid-19 pandemic. As a practical
expedient, a lessee may elect not to assess whether a Covid-19 related rent concession from a lessor is
a lease modification. A lessee that makes this election accounts for any change in lease payments re-
sulting from the Covid-19 related rent concession the same way it would account for the change under
IFRS 16, if the change were not a lease modification. The amendment applies to annual reporting peri-
ods beginning on or after 1 April 2021. Earlier application is permitted. This amendment had no impact
on the Society. The Scheme has not to adopted IFRS 16.

ii. Standards, interpretations and amendments issued but not effective and have not been early
adopted by the Scheme.

Title Key requirements Effective date
Reference to the Minor amendments were made to IFRS 3 Busi- 1 January 2022
Conceptual Frame- ness Combinations to update the references to

work- Amendments the Conceptual Framework for Financial Report-

to IFRS 3 ing and add an exception for the recognition

of liabilities and contingent liabilities within the
scope of IAS 37 Provisions, Contingent Liabili-
ties and Contingent Assets and Interpretation
21 Levies. The amendments also confirm that
contingent assets should not be recognised at
the acquisition date.

Property, Plant and The amendment to IAS 16 Property, Plant and 1 January 2022
Equipment: Proceeds Equipment (PP&E) prohibits an entity from

before intended use deducting from the cost of an item of PP&E any

- Amendments to proceeds received from selling items produced

|AS 16 while the entity is preparing the asset for its

intended use. It also clarifies that an entity is
‘testing whether the asset is functioning prop-
erly’ when it assesses the technical and physical
performance of the asset. The financial perfor-
mance of the asset is not relevant to this as-
sessment. Entities must disclose separately the
amounts of proceeds and costs relating to items
produced that are not an output of the entity’s
ordinary activities.
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1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

c) Changes in accounting policies and disclosures on new standards (continued)

ii. Standards, interpretations and amendments issued but not effective and have not been early
adopted by the Scheme.

46

Title

Onerous Contracts
- Cost of Fulfilling
a Contract Amend-
ments to |AS 37

Key requirements

The amendment to IAS 37 clarifies that the direct
costs of fulfilling a contract include both the in-
cremental costs of fulfilling the contract and an
allocation of other costs directly related to fulfilling
contracts. Before recognizing a separate provision
for an onerous contract, the entity recognizes any
impairment loss that has occurred on assets used in
fulfilling the contract.

Effective date

1 January 2022

Classification of Li-
abilities as Current
or Non-current -
Amendments to
|AS 1

The narrow-scope amendments to IAS 1 Presenta-
tion of Financial Statements clarify that liabilities
are classified as either current or non- current,
depending on the rights that exist at the end of

the reporting period. Classification is unaffected

by the expectations of the entity or events after
the reporting date (e.g. the receipt of a waver or a
breach of covenant). The amendments also clarify
what IAS 1 means when it refers to the ‘settlement’
of a liability. The amendments could affect the clas-
sification of liabilities, particularly for entities that
previously considered management’s intentions to
determine classification and for some liabilities that
can be converted into equity. They must be applied
retrospectively in accordance with the normal re-
quirements in IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors.

1 January 2022
(possibly deferred
to 1 January 2023)

Sale or Contribu-
tion of Assets be-
tween an Investor
and its Associate
or Joint Venture

- Amendments to
IFRS 10 and IAS 28

The IASB has made limited scope amendments to
IFRS 10 Consolidated financial statements and IAS
28 Investments in associates and joint ventures. The
amendments clarify the accounting treatment for
sales or contribution of assets between an investor
and its associates or joint ventures. They confirm
that the accounting treatment depends on whether
the non-monetary assets sold or contributed to an
associate or joint venture constitute a ‘business’ (as
defined in IFRS 3 Business Combinations). Where
the non-monetary assets constitute a business, the
investor will recognize the full gain or loss on the
sale or contribution of assets. If the assets do not
meet the definition of a business, the gain or loss is
recognised by the investor only to the extent of the
other investor’s interests in the associate or joint
venture. The amendments apply prospectively. **

In December 2015 the IASB decided to defer the
application date of this amendment until such time
as the IASB has finalized its research project on the
equity method.

N/A
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c) Changes in accounting policies and disclosures on new standards (continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ii. Standards, interpretations and amendments issued but not effective and have not been early
adopted by the Scheme.

Title

Disclosure of Ac-
counting Policies

- Amendments

to IAS 1and IFRS
Practice Statement
2

Key requirements

The amendments require that an entity discloses its
material accounting policies, instead of its signif-
icant accounting policies. Further amendments
explain how an entity can identify a material ac-
counting policy. Examples of when an accounting
policy is likely to be material are added. To support
the amendment, the Board has also developed
guidance and examples to explain and demonstrate
the application of the ‘four-step materiality process’
described in IFRS Practice Statement 2.

Effective date

1 January 2023

Definition of Ac-
counting Estimates
- Amendments to
IAS 8

The amendments replace the definition of a change

ing estimates. Under the new definition, account-
ing estimates are “monetary amounts in financial
statements that are subject to measurement un-
certainty”. Entities develop accounting estimates if
accounting policies require items in financial state-
ments to be measured in a way that involves meas-
urement uncertainty. The amendments clarify that a

information or new developments is not the correc-
tion of an error.

in accounting estimates with a definition of account-

change in accounting estimate that results from new

1 January 2023

d) Revenue recognition

Contributions

Contributions are accounted for in the period in which they fall due. Contributions are generally ac-

counted for on an accrual basis in the period to which they relate.

Investments income

Investment income includes interest and dividends receivable and net exchange (gains/(losses) in the

yeatr.

Interest income is recognized for all interest bearing instruments on an accrual basis using the effective
yield method based on the actual purchase price. Interest income includes coupons earned on fixed
income investments and accrued discount and premium on treasury bills and other discounted instru-

ments.

Dividend income from investments is recognized when the Scheme’s rights to receive payment as a
shareholder have been established.
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e)

f

9

h)

D

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Benefits payable

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

Investment Properties (IAS 40: Investment Property)

Investment property, which is property held to earn rentals and/or for capital appreciation (including
property under construction for such purposes), is measured initially at cost, including transaction
costs. Subsequent to initial recognition, investment property is measured at fair value. Gains or losses
arising from changes in the fair value of investment property are included in profit or loss in the peri-
od in which they arise. An investment property is derecognized upon disposal or when the investment
property is permanently withdrawn from use and no future economic benefits are expected from the
disposal. Any gain or loss arising on derecognition of the property (calculated as the difference be-
tween the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in
the period in which the property is derecognized.

Taxation

The Scheme comprise of exempt and non-exempt fund . Contributions received by the Scheme upto

a limit of Kshs 20,000 per employee per month are invested in exempt fund. Contributions above the
statutory limit are invested in the non-exempt fund whose investment income is taxed at the corporate
rate of 30%.

Foreign currencies

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

Cash and cash equivalents

Cash and cash equivalents include cash at bank and highly liquid financial assets with original maturi-
ties of less than three months, which are subject to insignificant risk of changes in their fair value and
are used by the Scheme in the management of its short-term commitments. Cash and cash equivalents
are carried at amortized cost in the statement of net assets available for benefits.

Property and equipment

All property and equipment is initially recorded at cost and thereafter stated at historical cost less de-
preciation except as stated below. Historical cost comprises expenditure initially incurred to ‘bring the
asset to its location and condition ready for its intended use.

Land and buildings and motor vehicles are subsequently shown at market value, based on periodic
‘valuations less subsequent depreciation.

Revaluations are performed with sufficient regularity such that the carrying amounts do not differ ma-
terially from those that would be determined using fair values at the end of each reporting period.

Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying
amount of the asset, and the net amount is restated to the revalued amount of the asset.

Increases in the carrying amount arising on revaluation are credited to other comprehensive ‘income

except to the extent that it reverses a revaluation decrease for the same asset previously recognised

in the statement of comprehensive income, in which case the increase is credited to the statement of
comprehensive income to the extent of the decrease previously expensed.
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k)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property and equipment (continued)

Decreases that offset previous increases of the same asset are charged to other comprehensive in-
come; all other decreases are charged to the statement of comprehensive income. Each year the
difference between depreciation based on the revalued carrying amount of the asset (the depreciation
charged to statement of comprehensive income) and depreciation based on the asset’s original cost is
transferred from the retained earnings to revaluation reserve.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the society and the cost can be reliably measured. The carrying amount of the replaced part is
derecognized. All other repairs and maintenance are charged to statement of comprehensive income
during the financial year in which they are incurred.

Depreciation is calculated using the straight line method to write down the cost of each asset to its re-
sidual value or the revalued amount, to its residual value over its estimated useful life using the follow-
ing annual rates:

Rate (%)
Computers and accessories 33.3
Equipment, furniture and fittings 12.5

The assets’ residual values and lives are reviewed, and adjusted if appropriate at each balance sheet
date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carry-
ing amount is greater than its estimated recoverable amount.

Gains or losses on disposal of property and equipment are determined by reference to their carrying
amount and are taken into account in determining operating surplus.

Investment property

Investment property is long-term investments in land and buildings that are not occupied substantially
for own use. Investment property is initially recognised at cost and subsequently carried at fair value
representing open market value at the reporting date Changes in fair value are recorded in statement
of comprehensive income.

Subsequent expenditure on investment property where such expenditure increases the future econom-
ic value in excess of the original assessed standard of performance is added to the carrying amount

of the investment property. All other expenditure is recognised as an expense in the year which it is
incurred.

Gains and losses on disposal of investment property is determined by reference to their carrying
amount and are taken into account in determining operating surplus.

Intangible assets - computer software

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulat-
ed amortisation and accumulated impairment losses. Amortisation is recognised on a straight-line basis
over their estimated useful lives. The estimated useful life and amortisation and amortisation method
are reviewed at the end of each reporting period, with the effect of any changes in estimate being ac-
counted for on a prospective basis.

Accounting software licenses are capitalised on the basis of the costs incurred to acquire and bring to
use the specific software. These costs are amortised on a straight-line basis at the rate of 33.33% per
annum.
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n)

0)

P)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

m) Impairment of non-financial assets
and intangible assets other than goodwill
At the end of each reporting period, Society reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss.
If any such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss (if any).

An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and
value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-generating units).

Events after the reporting period

There were no events after reporting date.

Contingent liabilities and provisions
There were no contigent liabilities as at 31 December 2022
Financial Instruments

Classification

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

Specifically:

Debt instruments that are held within a business model whose objective is to collect the contractual
cash flows ,and that have contractual cash flows that are solely payments of principal amount out-
standing ,are measured subsequently at amortised cost.

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

Other debt instruments and equity investments are measured subsequently at fair value through profit
and loss (FVTPL)instruments that are held within a business model whose objective is both to collect
the contractual cash.

Despite the foregoing ,the Scheme may make the following irrevocable election/designation at initial
recognition of a financial asset.

The scheme may irrevocably elect to present subsequent changes in fair value of an equity investment
that is neither held for trading nor contigent consideration recognised by an acquirer in a business
combination in other comprehensive income;and

The scheme may irrevocably designate a debt investment that meets the amortised cost or FVTOCI
criteria as meausred at FVTPL if doing so eliminates or significantly reduces an accounting mismatch.

Impairement of Financial assets

In relation to the impairment of financial assets ,IFRS 9 requires an expected credit loss model as op-
posed to an incurred credit loss model under IAS 39.Th expected credit loss model requires the scheme
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P)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)

to account for expected credit losses and changes in those expected credit losses at each reporting
date to reflect changes in credit risk since initial recognition of the financial assets .In other words, it is
no longer necessary for a credit event to have occurred before losses are recognized.

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

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

Financial liabilities

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

Financial liabilities at FVTPL

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

A financial liability is classified as held for trading if:
It has been acquired principally for the purpose of repurchasing it in the near term.

On its recognition it is part of a portfolio of identified financial instruments that the Group manages
together and has a recent actual pattern of short -term profit-taking ;or it is a derivative ,except for a
derivative that is a financial guarantee contract or a designated and effective hedging instrument.

A financial liability other than a financial liability held for trading or contingent consideration of an ac-
quirer in a business combination may be designated as at FVTPL upon initial recognition if :

Such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise; or

The financial liability forms part of a group of financial assets or financial liabilities or both ,which is
managed and its performance is evaluated on a fair value basis ,in accordance with the Group’s doc-
umented risk management or investment strategy ,and information about the grouping is provided
internally on that basis; or

It forms part of a contract containing one or more embedded derivatives ,and IFRS 9 permits the entire
combined contract to be designated at FVTPL

Financial liabilities at FVTPL are measured at fair value, with any gains or losses arising on changes

in fair value recognized in profit or loss to the extent that they are not part of a designated hedging
relationship (see Hedge accounting policy).The net gain or loss recognized in profit or loss incorporat-
ed any interest paid on the financial liability and is included in the ‘other gains and losses’ line item in
profit or loss.
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P)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)

Short term deposits

Short terms deposits are stated at amortised cost.

Government Securities

Government securities comprise treasury bills and treasury bonds, which debt securities are issued by
the Government of Kenya .Treasury bills are stated at amortised cost while treasury bonds are classified
as fair value through profit or loss stated at fair value.

Corporate Bonds

Corporate bonds are classified as fair value through profit or loss and are stated at market value as at
31 December 2022.

Equity shares

Quoted investments are classified as fair value through profit and loss and are stated at market value as
at 31st December 2022.

Unquoted equity investments

Unguoted equity investments are classified as fair value through profit or loss and are stated at market
value as at 31st December 2022.

Impairement of assets

The carrying amounts of the Scheme’s assets are reviewed annually at the end of each reporting pe-
riod to determine if there is any indication of Impairement .If such a condition is identified, the asset’s
net recoverable amount is estimated. Where the asset’s carrying amount exceeds it’s net recoverable
amount ,it’s written down immediately to the recoverable amount and the resulting Impairement loss is

treated as an expense in the statement of changes in net assets available for benefits.

Fair Value

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

(iii)

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING THE SCHEME’S ACCOUNTING
POLICIES

In the process of applying the Scheme’s accounting policies,manangement has made estimates and
assumptions that affect the reported amounts of assets and liabilities within the next financial year.
Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circum-
stances. These are dealt with below;

Impairments losses on financial assets

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

FINANCIAL RISK MANAGEMENT

The scheme generates revenues for the members by investing in various income generating activities
which involve investing in the equity shares quoted on the Nairobi Securities Exchange and Investing

in Government securities. These activities expose the Scheme to a variety of financial risks, including
credit risk and the effects of changes in debt and equity market prices ,foreign currency exchange rates
and seeks to minimize 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 The Investment manager review the market trends and information available to evalu-
ate the potential exposures .They then arrive at strategies to mitigate against market risks. The Trustees
provide written principles for overall risk management ,as well as written policies covering specific
areas such as foreign exchange risk ,interest rate risk, credit risk, use of derivative and non-derivative
financial instruments and investing excess liquidity.

Market Risk
Foreign exchange risk

The scheme does not invest internationally and is not exposed to foreign exchange risk arising from
various currency exposures. Foreign exchange risk arises from investment in offshore investments.

Price risk

The scheme is exposed to equity securities price risk because of investments in quoted shares and
treasury bonds classified at fair value through the statement of changes in net assets. To manage its
price risk arising from investments in equity and debt securities, the Schemes diversifies its portfolio.
Diversification of the portfolio is done in accordance with statement of investment policy which is
reviewed after every three years. All quoted shares and government securities held by the Scheme are
traded on the Nairobi Securities Exchange (NSE).

Cash flow and fair value interest rate risk

The Scheme does not have interest rate risks as the interest bearing assets which are investments in
treasury bonds, corporate bonds, treasury bills ,and fixed deposits are at fixed interest rates.
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a)

(b)

Contributions and transfer in

Employer
Employees
Transfer in

2022
Kshs

1,373,570,660
686,785,330
289,986

2021
Kshs

1,212,710,000
606,356,000

2,060,645,976

1,819,066,000

The variance of Kshs 1,000 in 2021 is due to rounding off.

Other income

Refund of overpayment Bond purchase ILAM 43,800 -
43,800 -

Benefits for the period
Annuity 279,055,967 350,251,000
Income drawdown 25,000,656 -
Lumpsum payment 187,093,565 -
Death benefits 85,985,668 -
577,135,856 350,251,000

Return on investments

Treasury Bond Interest

Treasury Bills Interest

Profit /Loss on disposal of Equity
Profit on Treasury Bond Sale
Fixed Deposit Interest

Call Deposit Interest

Dividends

Account Balance Interest
Guaranteed Fund

1,570,380,181
6,719,759
1,205,645
6,626,265
24,080,756
25,045,312
204,293,218
1,783,062
126,038,596

1,277115,757

4,766,365
25,214,214
118,865,904
2,684,343
60,671,233

1,966,216,594

1,489,317,816

The net rate declared on the guaranteed fund for the year is 10.75%

Fair value change on investments

Fair Value Change on Equity (831,774,075) 543,104,000
Fair Value Change on Treasury Bonds (645,489,056) (257,947,000)
Fair Value Change on Treasury Bills 3,704,524 (1,466,000)
Total (1,473,558,606) 283,690,000
Profit on disposal of plan investments
Sale proceeds on disposal of plan investment - 1,975,857
Fair value of plan investment disposed - (1,892,428)
- 83,429,000
Investment Management Expenses
Fund Management Fees 39,218,347 31,444,000
Custodial Fees 7,030,705 8,629,005
46,249,052 40,073,005

54

KENYA PORTS AUTHORITY RETIREMENT BENEFITS SCHEME 2012 (DC)



10

b)

<)

2022 2021
Kshs Kshs
Administrative Expenses
Audit Fees: External 1,100,000 1,081,000
Internal audit 1,314,927 -
Bank Charges 576,302 375,000
AGM expenses 5,822,997 2,280,000
ICT expenses 1,839,300 566,000
Actuarial Fees 1,133,600 872,000
Subscription to pension schemes 100,000 -
Fundmaster license 1,160,000 1,160,000
Motor vehicle running expenses and Insurance 299,033 408,000
Asset tagging costs - 210,000
Legal Fees 1,248,000 1,915,000
Pension Week and Member Sensitization expenses 9,682,754 939,000
Printing & Stationery 646,592 644,000
RBA Levy 5,000,000 5,000,000
Staff Training 2,598,791 3,841,000
Trustees Allowances and Subsistence 20,434,944 13,186,773
Board Meeting Expenses 313,253 -
Board Meeting Expenses-Retreat 302,000 -
EDMS Annual Maintenance Cost 367,136 260,000
Trustees Training 2,481,324 1,223,000
Tender evaluation - 2,852,000
Trustees Retreat 1,929,690 -
Trustees Liability Insurance Cover 530,762 -
Air Tickets 2,322,710 586,000
Advertising - 932,000
Telephone, Wifi, Internet, Postage & Courier 949,617 806,000
Consultancy 2,052,166 -
Writeoff of corporate bond - 35,000,000
Under provision of tax in prior year - 15,000
Office Administration expenses 1,167,004 -
Depreciation 493,880 494,000
65,866,781 74,645,773
Operating expenses
Expected credit loss allowance - term deposits at amortised cost 5,538,094 2,855,000
5,538,094 2,855,000
Staff costs
Staff Costs 32,025,855 41,002,000
PAYE penalty 2,700 -
Gratuity 6,913,567 -
38,942,121 41,002,000
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Property and Equipment

Computer & Furniture &
Accessories Equpments Total
Cost
At start of year 01/01/2022 2,000,724 468,804 2,469,529
Additions - - -
At end of year 31/12/2022 2,000,724 468,804 2,469,529
Depreciation
At start of year 400,119 93,761 493,880
Charge for the year 400,119 93,761 493,880
At end of the year 800,238 187,522 987,760
Net book value-31st December 2022 1,200,486 281,282 1,481,768
Net book value-31st December 2021 1,600,605 375,522 1,976,127
Work in progress - Intangible assets 2022 2021
ERP Software Kshs Kshs
At start of year 01/01/2022 4,478,000 4,478,000
Additions 4,387,870 -
At end of year 31/12/2022 8,865,870 4,478,000
The amount of 8,865,870 relates to a joint ERP project(Between DB & DC) under Implementation.
Cash at bank
Cooperative Bank a/c 40000(GenAfrica) 2,571,661 -
Cooperative Bank a/c 40001(ILAM) 128,291 -
Stanbic account a/c 0100002781179 17,078,010 -
Total cash at bank 19,777,962 64,106,000
19,777,962 64,106,000
For the purposes of cashflow statement, cash and bank balances includes the following:
Cash at bank 19,777,962 -
Fixed and Bank Deposits 103,974,538 375,239,000
1123,752,500 375,239,000
Receivable
Dividend receivable 16,358,608 15,017,000
Prepayments - 1,596,000
Accrued interest -guaranteed funds - 60,672,000
16,358,608 77,285,000
Payables and Accrued Expenses
Administrative expenses
Accrued expenses 37,299,244 43,613,282
RBA Levy Payable 5,000,000 5,000,000
Benefits payable 32,047,164 114,000
Death benefits payable 2,475,702 -
76,822,110 48,728,282
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2022 2021
Kshs Kshs
Taxation
Tax is charged on investment income earned from the unregistered
contribution net of associated expenses at the rate of 30%
Investment income - Unregistered 366,882,491 298,002,000
Deductible expenses - Unregistered (37,975,530) (23,941,000)
Taxable income 328,906,961 274,061,000
Tax thereon at 30% 98,672,088 82,218,300
Tax charge for the period 98,672,088 82,218,300
Corporate tax
Balance brought forward 15,735,300 7,074,000
Tax paid (15,735,300) -
Underprovision/overprovision of tax - 15,000
Tax charge for the period 98,672,088 82,218,300
Installment taxes paid in the year (90,440,020) (73,572,000)
Tax withheld - -
8,232,068 15,735,300
Contigent assets
The Scheme, through Ethics & Anti-corruption Commision is a plaintif in a legal proceeding in the High
Court of Kenya which commenced by way of a plaintif on 21 June 2017 seeking recovery of Ksh 70
Million against Kikambala Development Company Ltd and other defendants jointly and severally being
money allegedly obtained by the defendants out of Ports Authority Scheme.
The full amount of Kshs 70 Million has been deposited in an Escrow account jointly operated by
Advocates of the EACC and the firm of Kanyi and Company Advocates. The matter is almost concluded
save for costs and interest which have not been agreed.
Presentation currency
The financial statements are presented in Kenya Shillings (Shs.)
Events after accounting period

The Trustees are not aware of any matters arising since the end of the financial year that would

materially affect the operations of the Scheme.
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TAXABLE INCOMES
DC INCOME SPLIT AS PER FUND

Profit /Loss on Disposal of Treasury Bills
Profit /Loss on Disposal of Treasury Bonds
Profit /Loss on Disposal of Equity
Treasury Bond Interest

Fixed Deposit Interest

Call Deposit Interest

Account Interest

Accrued Interest-Guaranteed Fund
Accrued interest Fixed Deposits

Accrued interest Call Deposits

UNREGISTERED

6,719,759
(254,861)
1,205,645
337,674,174
3,003,399
11,756,008
532,672

3,823,630
2,422,065

TOTAL INCOME

366,882,491

TAX ALLOWABLE EXPENSES
DC EXPENSE SPLIT AS PER FUND

UNREGISTERED

Fund Management Fees 9,816,718
Custodial Fees 1,759,851
Audit Fees: Current 604,479
Bank Charges 144,254
AGM expenses 1,457,550
ICT expenses 460,394
Actuarial Fees 283,751
Subscription to pension schemes 25,031
Fundmaster licence 290,359
Motor vehicle running expenses and Insurance 74,851
Legal Fees 312,386
Pension Week and Member Sensitization expenses 2,423,684
Printing & Stationery 161,848
RBA Levy 1,251,547
Staff Training 650,502
Trustees Allowances and Subsistence 5,280,048
Board Meeting Expenses 78,410
Board Meeting Expenses-Retreat 75,593
EDMS Annual Maintanance Cost 91,898
Trustees Training 621,099
Trustees Retreat 483,019
Trustees Liability Insurance Cover 132,855
Air Tickets 581,396
Telephone, Wifi, Internet, Postage & Courier 237,698
Consultancy 513,676
Office Administration expenses 292,112
Depreciation 123,623
Staff Costs 8,016,370
Gratuity 1,730,530
TOTAL EXPENSES 37,975,530
Taxable Incomes 328,906,961
Tax Payable at 30% 98,672,088
Installment Taxes Paid in 2022

Less Installment Taxes Made in 2022

1st installment Tax-2020220001106913 22,610,005
2nd installment Tax-2020220001716554 22,610,005
3rd installment Tax-2020220002769958 22,610,005
4th installment Tax-2020220003705033 22,610,005
Total Installment Taxes Paid in 2022 90,440,020
Tax Payable(Final Tax 2022) 8,232,068
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