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I. KEY ENTITY INFORMATION
Background lnformation
NSSF was established under NSSF Act 258 Laws of Kenya, wtrich was repealed after
NSSF Act of 2013 was enacted and came into effect on 10h January 2014. At cabinet
level, NSSF is represented by the Cabinet Secretary for Labour and Social Protection. The
Fund is govemed by a Board of Trustees constituted as per the NSSF Act of 2013 (section
6), with representation from the most representative workers' organization, most
representative employers' organization, and the Govemment of Kenya (through the
Ministry of East Africa Community, Labour & Social protection, and the National Treasury).
The Board of Trustees is responsible for the general policy and sfategic direction of the
Fund.

Prlnclpa! Actlvltles
The principal activity of the Fund is to register members, receive their conbibutions, invest
the funds prudenfly, process and ultimately pay out benerlits to eligible members or their
dependants.
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KEY INFORMATION ON NSSF (Contlnued)

Board of Trustees
The Trustees who served in

CORPORATE SECRETARY
Mr. Austin Ouko
P.O. Box 30599-00100
Nairobi.

Board of the Fund duri the were as follows:

CORPORATE HEADQUARTERS

Social Security House, Bishops Road,
P.O Box 30599-00100
Nairobi, Kenya.
Telephone: +2il O2O 2729911, Toll Free: 0800
2212744
E-Mail: info@nssftenya.co.ke
Website: www.nssf.or.ke
Twitter: nssf ke Facebook: nssfkenya

vlll

Appolnted onPosltlonNo. Trustee
Chairman 06.06,2018Gen (Rtd) Dr. Julius W lGrangi EGH, CBS, DCO, LOM'ndd'psc'(K)1

Member 06.06.20182. Hon. Joseph L. Lekuton OGW

Member 06.06.20183. Prof. Marion Mutugi EBS

Member 16.09.20194. Prof. Dulach Galgallo Barako (Alternale lo PS Treasury)

17.09.2018Member5. Dr. Francis Atwoli EBS, MBS, (NOM, DZA)

17.09.2018MemberMrs. Jacqueline Mugo OGW, MBS6.

Member 03.02.20187 Dr. Damaris Muhika

Member 20.02.20208. Mr. Mark J. Obuya

Member 01.03.20199. Eng. Peter K Tum OGW

Member 24.07.201910. Dr.Julius Muia,CBS

cEo 21 .11.201911 Dr. Anthony Omerikwa MBS
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Dr. Francls Atwoll, EB{i, MBS, (NOM DZA) - Trustee

Bom in1949 and appointed Trustee on 1710912018, he has exteosive training in labour movement
history. He holds a Hdnorary Doc{or of Letters (Labour Relalions) (Honoris Causa) awarded by Masinde
Mulird University of Scienc6 and Technology. H6 was kained in Turin college of lntemational Labour
Organisation in- advanced industrial relations practices / labour economics / collec'tive bargaining
techniques / intemational labour laws / trade union orgarisation. Has vast experience in labour relations
gained'in Central Organization of Trade Unions where he is currendy serving-as the Seoetary General
ind from other labou-r nelated institutions including The lntemational'Labour Organization, KPAWU and
The Pan African Labour organisation of Atica trade union uni$.

trs, Jacqueline Mugo, EBS, t BS, OGW - Trustee

Born in 1957 appointed Trustae on 17ngn01.8. Jacqueline Mugo, EBS, MBS, OGW b the E:octttive
Director and Chief Executive Officer of he Federation of Kenya Employers. Jacqueline plays a strono
leadership role in the continent and represents employers and thc private seclor_ at thc fltgional-anc
intematiohal bvel including the Goveming Body of the lntemational Labour Organization_(LO) and the
lntornational Organizationbf Employers (lOE), both based in Ctneva, Switrerland the ACP€U Follor
up Commifee in Brussels and s€veral public seclor boalds in Konya. Jacqucling iq _a1 advocatc of the
High Court of Kenya. She holds a Bachelor of Laws (LLB,,Hons) dcgree, lrom the Univesity of Nairobi
and a Higher Dipl'oma in Human Resource Management from the lnstitut€ of Personnel Management
and is a !'raduati of Kenya School of Law. She has over 30 years' cxperience acquired from serving in

the public and private seclor covering legal, human resouroc management, governance, advocacy and
leadership

Mr. Mark J. Obuya, Trustee
Bom in 1957 and appointed Trustee on 2O|OA2O20. He holds a MastEr 9J Lqry9 qegleg in Law, Sci€nc6
and Tectrnology and a Bachelor of Laws degree both from the Unive-rs-ity of Nairobi..A Diploma h Lafl-
from the KenyiSchool of Law. He is an Advocate of $e Hjgh Court of Kenya._He is abo_an Associate of
the chartered lnsurance lnstitute (Acll) London, a certified Environmenlel lmpacl/Rbk Auditor and a
Patent Agent (KlPl). He is a seasoned and highly experiencad profassional with a solid. krowlcdge of the
law. insu-rancd. finbnce, investmenb and social security. He is currently the National President of the
Federation of Kenya Employers and the Chiel Executive Ofiicar of Corporate lnsurance Company
Limited.

Dr. Damaris Iluhlka,Trustge
ADoointed trustee on 03D2nO18. Was bom in 1977. She hoHs a Doctor of Philosophy degree in finance
airi busincss adminisbatbn from Jomo Kenyatta University of Agriculture & Technology; an MBA (Atrica

Nazaren€ university); Bachelor of commercd (Akican NazCrene universi$). She is- experienced in labour
matters, currenUy S6rving as programs coordinator at the Central Organization of Trade Unions. Sh€ is
also involved in Leduring and Accounting.

Prof. tarion Mutugi, EBS - Trustee
Bom in 1959,Prof. Mutugi was appointed on 06/06/20'18. She is a-medical geneticist with a PhD from the
University of'Edinburgh-ScoUand, an MSc from the University of Nairobi and an ExecuUve MBA t '
JKUAT. 

- A scholar ind rescarcher, Prof. Mutugi has held various management and gorrema
responsibilit'res in national and intemational organizations. She is a member of professional associations
in tier discipline as rvell as the lnstitute of Direc{ors of Kenya and the Konya lnsth\rte of Managemcnt.

Dr. Anthony Omerikwa, iIBS, CEO, Managlng Ttusteo

Bom in '1977 and appointed Chief Executive fficer/ Managing on 2'll'!.1t2019. He-hoHs a PhD; Ed.S;
MSc (HRD): Baclrbior of Arts (Economics): and Diploma in Management lnformation 

-S-)Eblns.Eperibnced in the Public Sector having worked in various Govemment Agencies. Dr. Omerikwa is a
mimber of the lnstilute of Direclors and the Kenya lnstilute of Managenrnt.

xu
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Prof. Dulach Galgallo Barako - Tru.toe
Appointed on 16/0912019 he is the atternate to the Pdncipal Seq?tary, National Treasury. Prof. Barako
is Diredor, Financial and Sedoral AffBiIs D€p8rtm€nt 8l tho National Treasury. Prior lo secondment to
the National Treasury, he wofied at the Cenkal Bank of Kenya - long career spanning owr 20 yoam.
He holds a PhD fmrn the Unhrersity of W6tem Arstralb, MBA and BCom ftom UniveBity of Nakobi.
He is a Felow of the lnstitute of Public Accountanb, Australia as lvell as member of the Accounting 8od
Finance Assochtion of Australia and New Zealand (AFAAN4. He is also a praclicing member of thc
lnstitute of Chartered lnvesfilent and Fhancial Analysts of Kenya (lClFA) as well as lGnya lnstitub of
Management (KlM). He has also serwd as Chairman of Council, Dedan Kimathi Unive.sity of
Technology; Chairman of Council, tlleru University of Science and Technology; Treasurer of Council,
It oi Unlversitf and board rnernber: Capital Markets Authority (CtttA), Agricultural Finance Corporation
(AFC) and Safaricom PLCJ

Gcncnl (Rtd) Dr. Julius W. Karangi,
EGH. CBS, DCO, LOM - Chalrman
Appointed Chairman on 06/062018. General (D0 Karangi holds a Masbrs of Science (MSc) Degree in
Seorrity and Risk Management fom the Univcrsity of Leicester (UK), a Honorary DoctoraE on
Humane LetleB (Honorb Causa) ftom Kenyatta Untuersity, Kenya and is also a recipient of the United
Stab8 of America Award of Degree of Commander. The Lcgion of tt/hrit He also holds National
Honoup and Awards of Eld€r of the Order of t re Golden Heail (EGH), Chief of the Order of the Buming
Spear (CBS) and Distinguished Conductfrer (DCO).

He is the former Chairman of Kenya Airpoils Authority.

Eng. Peter K. Tum, OGW - Trustee
Appointed Principal Secrctary, State Oepaftrnent for Labour in the Minbtry of Labour and Social
Protedion on lst March 20'19. Prior to thb appointnent, Eng. Tum served as the Principal Socret8ry,
Ministry of Health. He holds a It aste/s Degrce in Energy Managemsnt from the UniveBity of Nairobi, a
Bacfrelor of lndustrial Technobgy from Egerton University ard a Post-Graduate Diploma in Medical
Electronics from the University of London.

Eng. Tum comes with a wealth of expcrience in public servica having previously s€rvsd as thc Chief
Executivo fficcr of Kenya ilbdical Training College (KMTC).

DR Jullus ilule,CBs - Trustee

appointcd Principal Secrctary, The Natio,|al Treasury on 24th July, 2019. Bom in 1960, Dr Julius muia
is an alumnus of the Unhnrsity of Nailobi's Sdrool of Business. He graduated with a First Class
Honouo Degrcc in Accounting: Maste/s D€gree and PhD in Finance from the aamr univeraity. Hb
prohssional qualifications indude: Certified Public Accountant (CPA.K); Certified Public Secretary
(CPS-K), A3sociate Kenya lnstitute of Bankers: Associab Charterod lnstitute of Arbitrators; and
Cefficd Coach.

Hon. Joseph Lemasolal Lckuton, OGW- Trustee
Appointed Trustee on 6i/06I2018, he holds a l/lasters of lntemational Education policy (Harvard
Univcrslty) and lt hsEr of A&nlnistration (S1. Lawrence Unhorsity). Additionally, hc hoHs a Badrclor of
Economics in Economic Developrnent and a Bachelor of Govemmcnt in lntematlonal Relations.

A celebrated award winning author and public speaker. has held various public assignrnents including
being a member of parliament rcpresenting Laisamis constituency.

b
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INDEPENDENT AUOITORS
Auditor General
Office of The Auditor General
Anniversary Towers, University way
P.O. Box 30084-00100
Nalrobi.
T el: 254-20-342330 12227 383

PRINCIPAL LEGAL ADVISERS
Wetangula, Adan & Go
12th Floor Bruce House,
P.O Box 10741- 00100
Nalrobi.

The Aftorney General
State Law ffice,
P.O. Box 40112 - 00200
Nalrobl.

Triple OK Law Advocates,
ACK Garden House, Sth Floor Block C,
P.O. Box 43170-00100,
Nalrobl.

Cootow & Assoclates Advocates,
Social Security House, 11h Floor, Pent Hse,
P. O. Box 16858 - 80100,
Mombasa

t
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CORPORATE BANKERS
Cooperative Bank of Kenya
Haile Selassie Avenue,
P.O. Box 48231-00100,
Nalrobl.

KCB Bank Kenya Llmlted,
Moi Avenue,
P.O. Box 48400, 00100
Nairobi.

National Bank of Kenya
Harambee Avenue,
P.O. Box 72866-00200,
Nairobi.

FUND MANAGERS

GenAfrica lnvestment Management Ltd,

14 Riverside Business Park, 1st Floor,

P.O. Box 79127-OO2OO,

Nalrobi.

Old Mutual Asset Management (K) Ltd,
Old MutualBuilding,
P.O. Box 11589-00400,
Nalrobl.

African Alllance Kenya lnvestment
Bank Limited
Asset Management
P.O Box 27639 - 00506
Nalrobl.

Britam Asset Management (K) Ltd,
Britam Centre,
P.O. Box 30375-00100,
Nalrobl.

FUND CUSTODIANS

Standard Chartered Securities
Servlces
Kenya, 48 \A/estlands Road,

P.O. Box 4098+00100,
Nairobi.

Kenya Gommercial Bank Custody
Services, KCB Towers, 7th Floor, Kenya

Road, Upper Hill
P.O. Box 30664-00100,
Nalrobl.

Co-operative Bank Custody
Co-operative House, Haile Selassie Avenue,
P.O. Box 48231-00100
Nalrobl.

Stanblc Bank Ltd
Stanbic Centre
P.O. Box 7283$00100
Nalrobl.

FUND ACTUARIES
Zamara Actua rles, Adm I n lstrators and Go ns u ltants I im lted
Landmark Plaza
P.O. Box 5243940200,
Nairobi.
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VII. CORPORATE GOVERNANCE STATEMENT
Corporate govemance and its relationship to risk oversight is a continuing concern in
presentday business. The Fund is committed to the highest standards of corporate
governance and business ethics. Recognizing that good corporate govemance is key to
the enhancement of our business prospects, the Board of Trustees endeavours to
discharge its mandate in the best interest of the Fund, her members, business partners
and the public.

Even though the Board of Trustees delegates the authori$ for day-today management of
the Fund to the CEO / Managing Trustee, it retains overall responsibili$ for the Fund's
financial performance, compliance with laws and regulations, and monitoring of its
operations as well as ensuring efficient and effective management of the business.

ATTENDANCE OF BOARD MEETINGS AND REMUNERATION

Board Attendance and Allowances for 2020-2O21FY
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SUCCESSION PLANNING AND BOARD CHARTER
Board members are appointed in a staggered manner, with a two-month hiatus. This
provides stability in oversight of the Fund by ensuring that there is always a proportion of
trustees on the board with requisite institutiona! memory conceming, not only the business
of the Fund, but also its long-term strategic perspective. The board has a Board Charter
and an approved Govemance Framework. These provide trustees with the guiding
principles to enable the effective discharge of their duties in overseeing the affairs of the
Fund.
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THE APPOINTMENT AND REMOVAL OF TRUSTEES
The National Social Security Fund Act, 2013, guides the appointment and removal of
Board of Trustees. The Board is fully constituted with nine Trustees in a tripartite
arrangement. Five members, including the Chairman, are nominees of the Government;
two are nominees of the most representative employers' organization, and the other two
are nominated by the most representative workers' organization. Of the five nominated by
the Government, three are independent persons appointed by the Cabinet Secretary in

charge of social security by virtue of their knowledge in matters relating to administration of
scheme funds, actuarial science, insurance, accounting and auditing or law.

The Act further stipulates circumstances under which a trustee can be removed from
office. The circumstances include absenteeism from three consecutive Board meetings,
without permission of the chairperson and plausible reason. lf adjudged bankrupt or enters
a composition or arrangement with his creditors. lf he is disqualified under any provision of
the Constitution or any other written law from holding a public office. lf he is convicted of a
criminal offence, which brings to question his capacity or integrity to serve as a Trustee
and sentenced to imprisonment for a term of six months or more. lf incapacitated by
prolonged physical or mental illness. lf they are unable or unfit to discharge their
responsibilities under the Act.

ROLES AND FUNCTIONS OF THE BOARD
The Board of Trustees is charged with the responsibility of establishing the long-term goals
and strategies of the Fund and ensuring that they are implemented. This is achieved
through determining the vision, mission, core values, and broad policies of the Fund and
ensuring that structures and policies including organization systems, technology, and
human resources are in place to achieve the Fund's purpose and objectives. The Board
sets targets, monitors performance and determines the key performance indicators of the
Fund through three established board committees. The committees are Finance,
lnvestment, and social Security; Human resource, legal and strategy; and Audit & Risk
with clear terms of reference.

The Board is also expected to exercise objective judgment of its performance,
independent from the Management, but with sfficient management information. This
involves assessing its own performance and effectiveness at both Board level and
individual Trustees. ln its fiduciary role, the Board ensures that procedures and practices
are in place to protect the Fund' assets and reputation. lt therefore identifies key risk areas
and key performance indicators of the Fund's mandate, constantly monitoring, and
reviewing processes and procedures to ensure the effectiveness of the Fund's internal
systems of control.

REMUNERATION OF THE BOARD OF TRUSTEES
The remuneration of the Board of Trustees is as per Section 13 of the NSSF Act of 2013.

INDUCTION AND TRAINING
On appointment to the Board, the Trustees have the benefit of an induction programme
aimed at deepening their understanding of the Board, and the business environment in

which the Fund operates. This includes background materials, meetings with senior
management, and visits to the Fund's facilities. The induction programme is structured to
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III. MANAGEMENTTEAM

Dr. Anthony Omerikwa, MBS

CEO / Managlng Trustee

Bom in 1977 and appointed Chief Executive Officer/ Managing Trustie on
2'1111120'19. He holds a PhD; Ed.S: MSc (HRD); Bachelor of Arts
(Economics); and Diploma in Management lnformation Systems- Experienlid
in the Public Sector having worked in various Governmenl Agencies. Dr.
Omerikwa is a member of the lnstitute of Directors and the Kenya lnstitute of
Management.

Mr Austin Ouko
Ag. General Manager Corporate Affalrs
Bom in'1981.Mr. Austin Ouko is an Advocate of the High Courl of Konya and a regBEred
Certified Public Secretary with over a decade cxperience in hansactional, corporate and
commercial law in both public and pdvate companies. Austin is a Fellow of the Charbred
lnstitute of Arbitrators UK He is a member and an Accedited Governance Auditor with the
lnstitute of C€,tified Secretaries, Kenya. He holds a Master of the Science of Law (JSM)
degree from lhe prestigious Stanfrord University Law School. He also holds a Master of
Laws deoree (LL.M) in Public Finance and Financial S€rvicos Law and a Bacftelor of Larvs
(LL.B) digree'both irom the University of Nairobi. Hc holds a post graduate diploma in Law
irom the Kenya School of Law. A post graduata diploma in Domeslic Arbitration awarded by
the CharGred lnstitute of Atitratots, UK and a post graduate diploma in lntemational
Commercial Law awarded by the Collogo of Law of England and Wales. He has published
several artides in rebred journals in corporate govemance. Cun€ntly, he is the Acting
General Manager (Corporate Afiairs/Corporation *cretary) at the National Social Se-curity
Fund (NSSF) -and previously worked as a Senior Legal Officer at the Standard Group
Limited.

Mr. Moses Cheseto
Ag. General lllanager Finance &lnvestmonts
Bom in 1974. He holds an llA in Planning; a BA in Land Economics. He is a member of the
lnstitute d Cedified Financial Analyst (CFA), Registered real estate valuer and full member
of lnstitute of Survcyors of Kenya Lead expert in Environmental lmpac{ and_Asscssment
Audit (ElA). He b responsible for the identification & implementiation of Finance &
lnvestment'strategic objec{ives/ policies; Managernent Finance & lnvesbnent portfblio;
Formulation of strategiei to maximize retum on members' funds: and developrrnt and
revlcw Financiau lnvestment policies. He achieves this by supcrvlsing the folloring
departnents: Finance, Capital'& Money Markets, Property Development, and Prcperty
manag€m6nt.

tl
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IV. CHAIRMAN'S STATEMENT
Dear Members, it gives me great
pleasure once again to present to
you the annual report and
financial statements of National
Social Security Fund for the year
ended 30th June 2021. The year
was marked with improved
performance despite the
uncertainties of the prolonged
Covid-19 pandemic.

C.*-tE)t.Ftr{
a4aB&ad

Operating Environment
Our customers - employers and employees - are spread across both geographic and
economic spectrum of Kenya. We invest contributions received from these customers in

various investment options that are influenced by both global and local macro-economic
factors. lt is for this reason that I wish to highlight a summary of economic activities during
the year before I present the actualfinancial performance.

GlobalEconomy
The global economy is expected to grow by 6.0 per cent in 2021, with emerging markets
and developing economies making the highest contribution to this growth. Sub-Saharan
Africa is expected to grow by 3.4 per cent in 2021, supported by improved exports
commodity prices and a recovery of private consumption and investment.

Kenyan Economy
Kenya's economy is projected to grow by 7.6 per cent in2021. The hospitality industry is

recovering with higher number of tourist arrivals by air in 2021 compared to 2020. Further,
the upward trend in cement production and consumption is an indication of a growing

construction industry.

lnflation
The overall inflation in Kenya as at June 2021 averaged 6.32 per cent from 5.87 per cent in
May 2021, reaching the highest level within the year under review. Fuel was the major
contributor to the overall inflation, occasioned by the increase in oil price internationally.
Consumer prices increased by 0.1 percent year-on-year in June of 2021, following a 0.2
percent increase in the previous month.

Financial Performance
I am therefore pleased to announce the financial performance of our great Fund. ln the just
ended financial year, the Fund recorded an increase in members' funds by Kes.34.8 billion
as compared to Kes.14.6 billion in the previous year. The Fund value grew from Kes.249.6
billion to Kes.284.49 billion, an equivalent of 14% growth.

Challenges
The National Social Security Fund business environment faced unprecedented moments in
2020 resulting from Covid-19 pandemic which negatively impacted all aspects of the wodd
economy, putting pressure on consumption and adversely impacting the ability to save on
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social protection. The Fund instiluted measures to curb the spread. The Fund will continue
to focus on safety, operational excellence, and investment strategies to boost retum on

membe/s investment while mitigating challenges caused by the impads of Covid-19
pandemic.

Outlook
The Intemational Monetary Fund (lMF) and the World Bank projec{ a stronger economic
recovery, al 6% in 2021, amidst Covid-19 pandemic shock. This is attributed to
effectiveness of global policy support to provide covi&19 vaccine powered normalization.

Goncluslon
The Board of Trustees is committed in its mission to maximize and deliver high value to
members by optimizing intemal competencies, leveraging on technology and innovation as
a medium of improving performance.

Gen. (Rtd) Dr. Jull Karangl, EGH CBS DCO LOM'ndc''psc'(K)
CHAIRMAN, BOARD
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V. REPORT OF THE CHIEF EXECUTIVE OFFICER
This year came with great lessons in

resilience and adaptability. As the
widespread pandemic made it difftcult for
businesses to operate on full capaci$,
some of our customers found it difficult to
meet their obligations. Consequently,
management took a strategic shift by
rededicating efiort towards value retention
of the investment portfolio and devised
mechanisms that supported our
stakeholders to beat the ravages of
covlD-19.
To this end, I am pleased with the way we
have demonstrated our resilience to deliver
impressive growth of the Fund value by
Kes. 34.8 billion.

Buslness Contlnulty and Reslllence
During this period, we chose to be there for our stakeholders as they battled the effeds
of covid-tg.'We appreciated the tight spot that some of our customers found themselves

in and the Board of Trustees responded by approving a rent waiver for struggling tenants

to help them cope with the dfficult circumstances. We also reached out to vulnerable

communities and ftontline workers with protective supplies to boost their safety plans.

Additionally, we recognized the plight of our staff at both professional and personal

levets and made appropriate anbngements to help them continue serving the Fund

diligently. For instance, we cushioned our vulnerable staff by allowing them to work from

nome ahO even went further to institute a shift system among the other staff to avoid

contagion effect in the entire establishment.

ln spite of these challenges, our staff did a tenific job to ensure that our members got

good experience while tiking every step to dow down the spread of the virus. I am

int eed iroud of our staff who kept working hard to keep our members happy and

satisfied amidst this very challenging environment.

Financlal ResulG
The economic turbulence that accompanied the pandemic has tested the adaptability of
our business modelto keep delivering our mandate to our members, staff, and business
partners. Despite suppressed compliance activ'tty during the year, member contribution

of Kes 14.42-btlllon'while benefit paid to members hit Kes.5.9 billion up from Kes.4.4

billlon disbursed in the previous year.

The Fund recorded a net retum on investments of Kes. 32.32 bllllon against a budget of

Kes. 24.6 blttlon, this impressive performance, which is 10% above budget, is mainly

attributed to our refreshed strategic priorities. From the foregoing, the Fund ended the
year with a 14o/o growth, increasing the fund value to KES 284.49 billion. lndeed, we are

imong the bw business players in this economy that reported a double{igit growth this
year.
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Customer-Gentric Model
We have retrofitted our business model to focus our operations on the member more
than ever before and guarantee business continuity in disruptive circumstances. We
have adopted contemporary technologies to create the best experience for our
customers across all our operations. This guarantees efficient delivery of services to our
crstomers through more interactive platforms and ensures that their data is well profiled
to give them personalized services. Currenfly, customers can interact with us on digital
platforms for almost 90% of our services without having to visit our offices.

ln our quest to be the trusted provider of Social Security, we commit to continue making
prudent investments in high yielding portfolios while being mindful of the attendant risks.
This would go a long way to ensure that our members receive the highest value possible
for their contributions in form of adequate income replacement and prompt payment of
benefrts when they tall due.

We strongly value transformational approaches in upholding customer care, integrity and
accountability in all our operations. lt is against this background that we have made a
number of strategic partnerships with various entities to ensure that our members get the
best services out of the ensuing synergy.

Technology and lnnovation
To enhance communication with our customers, we have ventured in artificial
intelligence with the introduction of \rVhatsApp Chatbot where customers' questions are
answered in the shortest time possible. We have also integrated with our bankers to
ensure that our customers can remit their contributions or rent payments through EFT,
RTGS and even MPESA from the comfort of their offices and generate the receipts. The
long queues in our offices is now a thing of the past. Further, we are now making benefit
payments through MPESA for low value claims.

ln the same breath, we have partnered with Business Registration Bureau for automated
registration for new employers, such that employers registering their businesses at the
bureau will no longer have to visit our offices to register with us - they get automatic
NSSF registration from the bureau. Additionally, we learnt that NSSF compliance
certificate is very important for most businesses and have therefore made it possible to
be issued online through our eService platform.

Outlook
Our unique posilioning in the pension industry gives us the financial strength, balance,
and resilience needed to surmount market challenges. We are therefore determined to
spread this business beyond the traditional markets of employer-employee nexus, to
include the informal sector that remains largely untouched. We will continue to exploit
our digital capabilities to reach our members over a wider geographical area.
Knowing that the country's economic growth depends on the activi$ of capital markets
which provide an opportunity for consolidation of funds and make them available to fund
long-term development projects, we will continue playing our role as one of the major
participants in the capital and money markets and make most of the investment
opportunities therein.
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We also plan to setUe the probaded staffing and organization structure programmes to
create a more potent human resource. Several important milestones have already been
covered in this regard.

Concluslon
Finally, I wish to thank the straff of the Fund without whom we would not have been able
to achieve these strides. I urge you to continue putting the interest of our members
ahead of evefihing else. ln a similar way, I also wish to commend the invaluable
support I have received from the senior management in the various roles across the
breadth of the Fund. Finalty, I want to express my profound gratitude to the Board of
Trustees for the stewardship, support, and challenge they have given us to push fonrard
the business. Thank you so much, God bless the Fund.

Dr. Anthony Omerlkwa, MBS
CEO/MANAGING TRUSTEE
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VI. STATEMENT OF PERFORMANCE AGA!NST PREDETERMINED OBJECTIVES FOR
THE YEAR 2O2OI2O21
During the year under review the Fund developed a new strategic plan putting into
consideration the changes in The Fund's operating environment and the need to
strategically position the Fund as a first pillar in provision of Social Security. The Fund
reviewed its vision statement with the view of aligning it to speak to the needs of the
customers, enhanced the mission statement and introduced customer value proposition
and inclusion of transformation as one of our core values. The NSSF Act No. 45 of 2013
seeks to provide basic social security for its members and their dependents for various
contingencies as well as increase membership coverage of social security scheme. During
the period under review The Fund developed 'habahaba" targeted at the informal sector
because Kenya has one of the highest levels of old age dependency in the world, with a
dependenry of 81o/o while old age poverty rate stands at 55 percent.

2019-2022 orate ,n

New Business Model
ln order to support these and other initiatives, the Fund is transitioning from the traditional
business model to a value driven approach where the Fund builds an ecosystem for our
customers to connec{ their needs despite dissimilar services offered by other
organizations. The Fund has adopted a new business model in response dubbed
"Strafegic Paftnerships" to extend our presence in the value chain. The model provides
opportunities for partnership with both private and public organization with a view of
providing complementarities.

Strategy lm plementation and Monitoring
The Fund has adopted the Balance Scorecard, a performance management system, as a
tool for efiective operationalisation and monitoring of the strategy. The Fund's focus in the
strategy will be on six identifed objectives which are organised around the scorecard
perspectives for balanced growth: financial, customers and stakeholders, intemal
processes, and culture and Governance. To successfully implement the strategy, we have
developed an effective framework prioritising on the objectives, key performance indicators
and initiatives to help us deliver value to our customers. The score card is integrated with
the Performance Contract and has been aligned with the Performance Appraisal system,
staff are appraised on a quarterly basis to monitor progress and performance.

xxi
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cover their powers, responsibilities, the Board structure, membership, and processes

Additionally, knowledge of the Fund's busi ness pro@sses, corporate strategies,
management, and key human resources of the Fund, knowledge of the financial

documents, annual accounts, and the Trustees' Reports form part of the induction.

Further, as part of tre induction programme, newly appointed Trustees receive the

Govemance Framework, which contains the essential Board information. Training remains

continuous to update Trustees with changes and trends in the Fund's business, which

include changes and trends in the economic, political, social and legal environment
generally.

During the period,Trustee Dr Damaris Muhika's term expired on 3rd February 2021 and
Trustee Joseph Lekuton was degazetted. The two Trustees were yet to be replaced as at

30 June 2021.replaced.

BOARD COMMITTEES
Audlt and Rlsk Commiftee Members:

1. Dr. Damaris Muhika - Chairperson
2.Prot. Marion Mutugi, EBS - Member
3. Prof. Dulach Galgallo Barako - Member
4. Mrs. Jacqueline Mugo, OGW, MBS - Member
5. PS State Department for Labour - Member
The Committee is entrusted with the responsibility of ensuring
overall compliance, govemance, and risk management. lt
evaluates adequacy of management procedures regarding risk

management, control, and governance. lt reviews and approves
the audit charter and the intemal audit annualwork plans'

Ot. O.6.ttt Muhlka - Ch.hp6o4 Audla a Rlr,

Further, the committee reviews intemal and extemal audit findings, recommends, and

proposes conective and preventive action. To maintain strong intemal controls, the

tommittee reviews the systems established to ensure sound public financial management

as well as compliance with policies, laws, regulations, procedures, plans. and ethics.

lnitiating speciai audit or investigation on any allegations, concerns and complaints

regarding conuption, lack of accountability and transparency. This is done in consultation

with the accounting officer.

Flnance, lnvestments and Soclal Security Comm ittee (FISS)
Memberc:
1. Hon. Joseph Lekuton - Chairman
2. Dr. Francis Atwoli EBS, MBS, (NOM, DZ ) - Member
3. Mr. Mark J. ObuYa - Member
4. Prof. Durach Galgallo - Member
5. PS State Department for Labour - Member

Hon. Joseph Le*ulou - Chnirnon
Fr.s.s
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The Committee assists the Board in fulfilling its core mandate besides directing the
investment, financial and lnformation Technology function of the Fund. lt achieves this by
ensuring high standards of customer care, member registration, payment of benefits,
marketing, including new product development, and lT strategy. The commiftee also

oversights member contributions, lnvestment Policy, and performance of the Fund.
Further, the committee is involved in review of budgets, financial stiatements, and

accounting policies.

Human Resource, Legal & Strategy Commlftee (HRL&S)
Members:
1. Prof. Marion Mutugi EBS - Chairperson
2. Mr. Mark J. Obuya - Member
3. Dr. Francis Atwoli EBS, MBS, (NOM, DZA) - Member
4. Mrs. Jacqueline Mugo OGW, MBS - Member
5. Hon. Joseph Lekuton - Member

The Committee oversights the Fund on matters relating to legal
P'otn'donttust'ch'trPa.ohHRLE9 and Human Resource Development. lt also provides guidance on

matters relating to the overall corporate strategy of the Fund. lt
specifically provides review and guidance on human resource policies, legal cases,
monitors strategic changes in the Fund, and oversight corporate governance practices.

The Chairman of the Board may opt to attend any of the Committee meetings upon
invitation by the respective Chairpersons of the Committees.

BOARD AND MEMBER PERFORMANCE
The board formulates and approves the annual work plan to guide the activities of the
Board including meetings ot ine Board and committies throughout. the year. For the
financial vear u-nder conEideration, the cunent board has scheduled a board and member
performahec evaluation in the second quarter of 202012021.

CONFLICT OF INTEREST
The Fund has a procedure for handling conflict of interest. Trustees and staff who have an
interest on a mitter under deliberati6n or are engaging in business activities that are
directlv connected to or in conflic-t with the interests of the Fund, they must declare it to
either tre Board or the Management. This is in addition to complying with any directions to
avoid the conflict, which includes refraining ftom participating in any deliberations.with
respect to the matter of conflict. ln addition, stafi are required not to engage in private
business during official working hours.

ETHICS AND CONDUCT
The NSSF has an approved Code of Conduct and Ethics that establishes standards of
ethical conduct and birhaviour for Trustees and staff. Observance of the Code ensures
that the Fund maintains inteqrity and impartiality in public service. The Code supports the
regutations goveming the diSciiline and'the gehera-l conduct of public officers. The Fund
ha-s establisied a fi.rlly-fledged Ethics and-lntegrity Departmdnt, which monitors and
advises on the ethical ionduct of staff and sensitises them on a regular basis. Committees
have been established in all departments and branches to spearhead ethical behaviour.
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GOVERNANCE AUDIT
The Fund has an internal Govemance audit mechanism and matrix to track the
implementation of the Fund's governance framework. During the Financial year

2021t2O22, the Fund has ptanned a comprehensive external govemance audit.

The Board of Trustees oversees accountability and audit function, through its Audit and

Risk Committee, by reviewing and approving the intemal and external audit findings,

instituting preventive measures, systems and intemal controls. The committee initiates
specia! investigation of allegations on corruption and accountability. lt also undertakes
analysis of various types of risks by establishing Risk checklist that is reviewed regularly.

Key Stakeholders of the Fund
a1 ifre government of Kenya, whose policies and legislative actions directly or indirectly

affect the operations of the Fund.
b) The Federation of Kenya employers whose decisions may have impact on the
contribution receivable from their members.
c) Employees and Central Organization Trade Unions: COTU's decisions affect employee
relations.
d) Citizens, Customers, Suppliers and other strategic business partners

WHAT NSSF CAN DO FOR

THEM
WHAT THEY CAN

DO FOR NSSF
STAKEHOLDER ROLE/RESPONSIBILITY

To registel with
NSSF, Remit

employee
deduclions, availing
records for inspec{ion

as required

Employer registratlon, lssue
Certificate of Compliance,

Avail employers Statements,

acknowledge payments

receipts, good govemance,

Employee registratlon,

Provide information

To support and promote social

security
Employers
(Natlonal and
County
Govemments
and Prlvate
Sector)

Remit monthly

conlributions
(Voluntary members),
Promote, and protect
public interest.

Member registration,

Member Statement, Eenefits

Payment, Good Govemance,
Better Retums, Provision of
information, Promote and
protect member intorest.

Register with NSSFMembers

Corporate
Signing
Contracts,
quarterly,
reports

Strategic Plan,
Performance

Submission of
performance

Policy formulation
and advisory

Mlnlstry of
Labour and
Socla!
Protectlon

To formulate, coordinate and

lmplement sound labour and

employment policies for the

attainment of social justice,

industrial peace and enabling

environment for emploYment

creation
Submil annual budget,

submit quarterly fnancial
reports, Submit quarterly
performance reports,

lmplementation of polides

Approval of annual

budget, Represent
the lnterest of the
Govemment

Mlnlstry of
Flnance
(Natlona!
Trcasury)

Formulate and
macro-economic
policies.

implement
and fiscal
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Availing performance reportsFederatlon of
Kenya
Employers

A platform for the articulation of
key concems of the employers
in Kenya in the areas of socio-
ecpnomic development.

Represent interests
of employers, Policy

support.

Availing performance reportsPromote, Safeguard and

lmprove the welfare of all

Workers through Social

Dialogue and Efiective
Representation.

Represent interests

of employees, Policy

support.

Centra!
Organization of
Trade Unlon
(coru)

Safeguard and

supervise NSSF,

lssue Certificate of
compliance.

Submit performance reports,

Submission of Deeds and

Rules

Retlrement
Benelits
Authorlty (RBA)

To proactively promote savings
for retirement in Kenya through
safeguarding, supervising and

faciliiating the development of
the retirement benefits seclor.

onCertification
Management
Systems

Conform to the requirements

of: ISO 9(X)1:2015; ISO

3040'l: 2018 and ISO
27 OO1'.2O'l 3 Standards.

Kenya Bureau
of Standards
(KBS)

Provide Standards-based
solulions that promote

innovation, trade and quality life.

lnvestigate corruption
matters, Create
awareness on

corruption prevention

Submit
Performance
corruption
indicator.

quarterly
Reports on

eradication

Ethlc & Antl-
Comrptlon
Commlssion
(EACC)

To promote integrity and combat
corruption through law
enforcement, prevention and

education.
Compliance with the
Procurement Act

Submission of report on

YAGPO, Submission of
report on tenders above

kshs.5, 000,000.00 etc.

Publlc
Procurement
Oversight
Authorlty
(PPOA)

Facilitate access to procurement
opportunities by enabling

regulation that fosters value for
money for national socio-
economic development

lnformation sharing Remission of tax deductedKenya Revenue
Authority (KRA)

Revenue Collection

Provide evidenceJudlclary Adjudication of criminal and civil

cases

Adjudication

Undertake Audit of
NSSF operations

Provision of informationOfflce of the
Audltor General

Audit of Public Revenues and

expenditure
lnformation sharingProvide technical support

Provide financial support Share
information

Provide technical
support, provide

financial support,
Share information

Development
Partners

Provide informationDisseminate information Dissemination and
sharing of
anticorruption
information

Electronlc &
Print Media

Promote and protec{ public

interest, Awareness creation

on Social Security

gOVernanceSupport good
initiatives

Provide information
to support NSSF

mandate

The Publlc

To contibute towards universal
health coverage in the provision

of afiordable, accessible,
sustainable and quality health

insurance through strategic
resource pooling and healthcare

lnformation sharing lnformation sharingNatlonal
Hospltal
lnsurance Fund
(NHrF)
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purchasing in colhboration with
stakeholderc

Approvals of all

Developmenl
projeds, Gompliance
Cerlificate

to theCompliance
requlrements

Natlonal
Envlronmental
illanagement
Authorlty

Management of the
environment, and environmental
policy

Casly'Cheque
Cash wlthdrawals

Deposits,Flnanclal
!nstltuUons
(cBK KCB,
NBK, Co-
operetlve Benk)

Banking Safe custody of cash,
Bank statements,

Dechratlon of
interesls

Payment of tand ratesMlnletry of
Lands

Land admlnlstratlon Conduct
searches,
of titles

land
lssuance

NSSFOvenight
operaUons

oflmplementatlon
recomnrendatlons

Natlonal
Ag.embly (PlC)

Legislatlon and oversight
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A REPORT ON THE OPERATTONAL AND FINANCIAL PERFORMANCE
The Fund's operational and financial performance is based on the^2019-_202_2 Corporate
Strategic Plari, Budget tor 202012021,'?qd the set targets $.pqr 202012021 Performance
Contria signeA befi,veen the Board bf Trustees and-the Principal Secretary, Ministry of
Labour and-social Proteclion, cascaded to management.

During the year ending 30 June 2021, contribution of Kes.{4.47 billion was collected from
Z.Z m'illion'members.- This was ZYo lower than the Kes.14.7 blllion collected in the
previous year. Benefit payment gf [_es.5.-8-9 .bllllon was. paid lo mPmbers in the year
bnding 30 June 2021 cdmfared with Kes.4.3 billion paid in the previous year. This was
an inciease by Kes.l.5 bitilon or 33% increase in the year under revievrr.

The net income eamed from the Fund's investments in the year 202012021amounted to
Kes.32.7 billion, or 242o/o higher than the Kes.9.6 bllllon eained in 201912020. This was
due to prudent shift towards'ireasury Fglrds. The.Fund's.opg1ating costs during the year
amount'ed to Kes 6.44 biltion or 19% higher than Kes.5.41 billlon.

The Fund recorded a net increase in scheme funds of Kes.34.83 bllllon up from
Kes.14.58 bllllon recorded in the previous financial year, leading to an increase in fund
value from Kes.249.65 billion as a[ June 2O2O to Kes:284.49 billibn as at the close of this
financialyear.

NetAs8ets at
at 30 June

2020
Kes.249.65

bllllon Fund Value
as at 30

June 2021

Kes. 284.49
billionSurplus for

the year
2020t2021

Kes.
34.83blltlon
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Key Performance Ratlos
A summary of key performance ratios for the year are as shown below:

Contrlbutlons

Member Gontributions The Fund has seen member
contribution decline from Kes. l5.l
billion collected in 20182019 to Kes.

14.5 billion collected in 202012021.

This decline indicates the cxtent of
the impact of covid-I9 pandemic.
This is consistent with the Economic
Survey report by KNBS which shows
that 700,000 jobs lost due to covid-
19.

The Fund collected Kes.14.5 billion
in the year 2O2ODO21 , a performan ce of 82% against budget and 2o/o below similar period
last year. The Covid-19 pandemic has afbcted contribution collection efforts leading to
increased contribution arrears which stood at Kes.7.7 billion as at 30 June 2021.

Benefits Paid

!';'l I I
dr*u*t ,o"-$ ".o""u J -*d'"" -au.'

Amount of benefits paid to members
has grown from Kes. 3.12 billion in
June 2016 to Kes. 5.89 bitlion in June
2021. The amount has therefore has
almost doubled the benefits paid to
mernbers in a span of six financial
years. Cumulatively the Fund has paid
Kes. 25.8 billion in six years to its
members. This demonstrates the
critical role the Fund is playing in our
society by providing social security to
retired workers.

KBI K..X Koll KIX XxM Ka.I
20tu2ota 2a1a2017 20t7n0lt 201t 2013 2oitamo manzoirl

DETAILI

ststl cab to crperal,ng costr 02.oglt 60.69% 73.80% 71j8% 70.u% 60_3Sf

Admin cosl to op€railng co3a 29.91% n.cx 26.05* n.4& 28.O5t5 37.5E%

Opar.0ne Cod! to lnvlrtmant lncoma 535.99% 31.3!i% 29.30% 64.01% 56.28t6 19..169S

Op.rsung Co3E to Contrlbutong 12.7glfb 47.24% 36.U4% 38.19% 34.70rt6 14.12lin

Tdal opGrafing costE to Not A3sd! 3,20!,6 3.2A* 233% 2.15!6 Z.17Yt 2.24ft

0.6{,t5 't0.36* 9.34 3.EO% 3.E5% 11.52%
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A total of 90,696 benefit claims with a total value of Kes. 5.89 billion were received from
members, processed, and paid. This was 98% of the benefits that the Fund budgeted to
pay in the financial year.

lnvestment lncome

lnvestment lncome

Net Return on lnvestments

Net ROI

Operating Cost

2020t2021

2019t2020

2018t2019

201712018

20't6t2017

2015t20',t6

20.3tE
2t,834

17.651 lE,N

13,Oat
14.&

2ottafio 2,/tt2ol7 2017mL 201u:!0lt frlelfrN frfrta2t

The Fund has experienced a

steady growth in investment from
Kes. 13 billion on 201512016 to
Kes. 21.64 billion in 202012021

Financial year.

This follows a strategic decision
taken by management to tweak
allocation of investment funds
towards treasury bonds whose

return has performed above the

inflation therefore preserving the

value of members' savings.

The retum on investrnent of Kes.
32.73 billion is the highest in the

last 6 years. Interest income eamed

from treasury bonds was the
greatest contributor to this
performance followed by
appreciation in value of equities
traded at the NSE.

,.*d' ""'*,-,$C,""C,o"C,o'd

0 1,000

6,568

.-,ry5,407
5,767

*.-5i74
..<'-$,!$$

-----5,509
2,000 3,000 4,000 5,000 6,000 7,000

The operating cost incuned in year
202012021was higher by 19% higher
compared with 201912020 mainly
because ofa one-offproject claim of
Kes. 871 million in respect of Hazina
Trade Centre and Kes. 130 million
from an increase in provision for
doubtful debts. However, the

operating cost remained within the

range of 2.260lo of net assets, slightly
above the 2Yolegal requirement.
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Net Assets Growth Trend
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The Fund's net assets have
continued to grow steadily despite
the handicap occasioned by the
court injunction against collection
of new rates. The Fund was
however able to perform at 94Yo of
the 2019-2022 strategic plan target
of Kes. 302 billion.

2020t2021

20191?O?O

2.01812019

2017t2018

2016t2017

2015t2016

Financial Year

z,9-65

235-O7

221-73

196.5r

172.O9

0

Procurement Policy Statement
The Fund procures goods, works and services as per the provisions of the Public
Procurement and Asset Disposal Act of 2015. The overall objective is optimal use of the
Fund's resources for quality service delivery to members. There is stric{ adherence to the
approved budget and procurement plan in all procurement activities.

Strategic Directlon
The Fund has identified three Pillars: Growth, Products & Services and Customer
Engagement and Service Delivery. These constitute the first three strategic themes. ln
addition, there are two themes that act as enablers of the pillars. These are lntemal
Processes and Corporate lmage. The pillars and enablers are predicated on one strategic
theme which acts as the foundation for the strategic plan, Culture and Govemance.

Corporate Strategic Plan in Summary

To be the trusEd Soclal Security ProvHcr

Cutture and Growth Custonrer Products &

Governance Engagement& Services

Service Delivery

To inprwe the To elgnificantly To enaure To dovolop a

Fund's g.ow the custom€r portblio of

performance Fund's entrlcily value adding

cultur9 end aduarlal Produds and

colporate Yaluos sorvicas

compllance provired

Customer Focus + lntegrity+ Accountablllty + Transfomational + Care

lntsmal

Processes

To adtieve

and susteln

high

operatonal

olliclency

Corporate

lmage

To enhance

the brand of

the Fund

income replacement to members through prudent investments and

Values

Strategic

Themes

Objectives

Vision

prompt payment of benefits
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MPLTANCE WITH RETIREMENT BEN AUTHORITY INVESTMENT
GUIDELINES

GOMPLTANCE WITH STATUTORY REQUIREMENTS
The Fund developed and implemented a compliance checklist, whose monitoring and

evaluation is on a regular basis, depending on the set timelines and contractual terms.

During the year ended on 30 June 2021. The Fund complied with all its statutory
obligations io tax authorities, the Retirement Benefits Authority, National Hospital

lnsurance Fund, The National Treasury, and the Office of Auditor General.

ENTERPRISE RISK MANAGEMENT (ERM)
There is value in planning for uncertainty. The Fund is aware that ignoring risks might give

large short-term gains at the expense of its long-term interest. ERM provides a systematic,

co-ordinated, and a continuous process to identifo, measure, respond, monitor, and report

on key risks. The Board of Trustees and Management are cognisant of the fact that not all

risks can be eliminated, therefore, the Fund has devised mechanisms to cope with residual

risk. The Fund is committed to embedding risk management principles and practices:

1. ln strategic and operational plans;
2. ln business and financial prooesses;
3. ln alladministrative levels i.e. Divisions, Departments, Regions and Branches;
4. On major projects undertaken; and
5. On major contracts entered into with third parties.
Risk management is based on the proposition that it must produce value to he Fund, and

that the benefit of reducing risk must be greater than the cost of managing it. Based on the

ERM, the following key exposure risks have been identified and strategies put in place to
manage them:

xxxvi

Particulare 2021 2020

Cateoories of assets

Value o/o RBA
Max

c/o

Reo

Value ch RBA
Max

%
Req

lnvestment Portfollo
Cash end call deoosits balances s71,000,978 0 5 65,797,015 0 5

Fixed deoostts 8,369,320,000 3 30 15,645,705,000 7 30

GoK Securities 154,150,785,243 56 90 't26,287.465,457 53 90

Coroorate bonds 1,088,144,566 0 20 1.399.604,882 1 30

Quoted Eouities 66,655,124,043 24 70 52,543,439,582 22 70

[Jnouoted eouilies ,145,204,638 0 5 513,972,854 0 5

lmmovable orooertv 43.524,423,667 16 30 43,v4,323,082 't8 30

Others 10 10

Ofishore investment 0 5 0 5

lnvestment Assets 274,804,003,135 100 239,800,307,872 100

Other assete 11,111,871,188 11,682,182,373

Total AsseG 285,915,877,323 251,&2,490,215
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a) Corporate govsmanoe due to inetability of tenurc ln Board of Trustces, the

olfice of the Chigf Executive, senlor managam€nt, and succession planning in

management;
b) Market and buslness risks the Fund is exposed in the Nairobi Securt0cs Exdtange

and competi$on ln the financial secto[ and
c) Court casee afiEctlng buslness especially the petlton restrictng the Fund ftom

lmplenrentng of the NSSF Act 2013; and
d) Cdmpettlon from offier ptaycrs in the finandal eector, partianlarfi ln tha pension

lMustry and the expecied entry of tln Housing Penslon Scherne.

TTATERAL ARREARS tN STATUTORY AND OTHER FINANCIAL OBUGATIONS
No materhl arearc in statutory or odrer finandal obligations had b€€n Hsnttlled as at 30

June 2021.
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tX. ENVIRONMENTAL AND SUSTAINABILITY REPORTING
i) Sustainability strategy and profile
Sustainability is how to manage and operate a business to improve lives, environment,
benefits and long-term prosperity. This ensures corporate efficiency and responsibili$ in
a manner that secures the future for employees, communities, shareholders, the
environment and the nation. We are committed to the social security delivery to our entire
business partners, employees, community at large. We deliver excellent customer care
backed by strong financial results will guarantee a sustainable future. We have aligned
business performance with a commitment to economic, social and environmental
stewardship.

The Board, Management and Staff know that our Company's commitment to
sustainability cannot only be in financial results but also operational matrices in relation to
our stakeholders and the environment. The Fund has open engagement with
stakeholders with aim of understanding their needs and how the business can co-exist
with them. The following are the key sustainability areas:

a) Smart partnerships that are critical in driving strategy and growth;
b) Enhanced integration and data accuracy to increase customer satisfaction;
c) lmportance of diversification of the investment portfolio;
d) Timely decision making which is critical in a competitive environment; and
e) Effective communication a key strategic need.

The sustainability of the Fund is threatened by various challenges including the global
outbreak of Covid-19 pandemic, which posed new challenges to our total business
operations. Other key challenges were:

a) Unrealistic financial model premised on New Act;
b) lnadequate automation;
c) Challengingmacro-economicenvironment;
d) Reputational challenge;
e) Human resouroe challenges; and

0 Challenging exogenous factors.

ii) Environmentalperformance
The Fund endeavors to play an integral part in the conservation of the environment by

undertaking annualtree planting initiatives across the country and other related activities
to promote a suslainable environment as a lasting impact. The Fund endeavors to plant
as many trees as possible and monitors the sustainability of the same to minimize the
environmental degradation.

xxxvlll
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NSSF Bnnch

NSSF Keicho Branch

iii) Employee welfare
The fund has an elaborate human resource policy covering various areas of staff welfare
which include;

a) The Fund is a deliberate equal opportunity employer and the Board has.put in place' policies that ensure the iecruiirirent and selection process is conducted in a
Systematic, efficient and effective manner, that promotes professionalism and
eluality of opportunity. lt strives to employ the optimum mix of talents and skills
rehuireO for itrs curreni and future operatibnS. \Mrerd vacancies. are established, they
wiliOe filled as far as possible from'within through an open and competitive process.
Extemal recruitment Snall Oe considered where there are no suitable candidates
within the organization.

b) Upon recruitment, employees shall be on probatiorlgrY perioO for 6 months for' 
m'anagement staff and 3 rironths for unionizable staff. The purpose of a probationary
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lyt-us!Ep.eff--a.l!-.1!!?.r.9!2!.-$.!9--9!!!2.!-o-1.!!9ry1-q'ded rune 30, N27'-- 
i,eiidci-iltto-tti6nia6 tte6tiiiU tim-Jduiiiiai w-hich a-riew i,mpioiitat-e:tebiish6s 6i his
ilerformance and conduct in a particulai post or grade,.his fitness or othenrise for
bonfirmation of appointment. At tne end of the probation, the employee is either
confirmed or his'iervices are terminated. During this period the employee, may
neither proceed on leave, nor be granted any loans/advances.

c) The Fund is committed to ensuring that all its employees are equipped..with.the
necessary skills, knowledge, and experience, and whqe ?PPlicable, qualifications
they require to carry out thlir jobs in d competent and effective.way. Linking learning
witli ordanizational as well as'individual peilormance or exploring ways of achieving
high quility ethical and professional leariing and development practice will also be of
utmost importance.

d) The Fund has adopted a continuous assessment of employees'_ perfo_rmance' that will culminaie in a participatory rated appraisal at the end of each financial
year. A semi-annual formal discus'sion 

-shall 
take. place between the appraiser and

ihe appraisee to discuss both technical and behavioural competencies.

e) The Fund has occupational policy which commits to operate in a manner consistent'with sound health, envir6nmdntal management 
-practices that comply with

Occupational Safety and Health Act, 2007(OSHA)and environmental laws and
regulitions. The Fund has also established OSHA committee and provides personal
protective equipment.

iv) Market place practices-
a) Responsible competition practice.
The Fr.ind has leadership and lntegriU Code, which is meant to ensure that the Fund
achieves its vision to be'the trusted.s6cial security provider and adheres to the highest
standards of responsible business practices in itginteraction with all stakeholders. The
Code provides' generally accept'ed rules that. govern and . reg.ulate. . behaviour,
relationbhips and Sctions tif statf t6 ensure the Fund is run professionally with eth.ics and
integrity. The BOT and the Senior Management are committed to the full
impiementation of the Code and shall take all nEcessary measures to ensure that it is
effbctively enforced. All Fund employees and service providers are. expected to read
and unddrstand this Code, uphold'th6 rules and standaids in the Code and comply with
all applicable policies and procedures.

The policy requires Political Neutrality in that employee should.. not engage il a.!y
political aitivity that may compromise or be seen to compromise the political neutrality
of the office sUbject to any laws relating to elections.

b) Resoonsible Suoolv chaln and supplier relations
The Fund has Piircirrement Polic!,' which has all the accommodated Public
Procurement and Asset Disposal Act 2015 requirements that guide the.procurement of
goods works and services'is done according to the law ahd laid down rules and
regulations.

c) Resoonsible marketinq and advertisement
itre Funa has marketinE policy, which guides how marketing activities are to be
conducted, and it protects information from various media and safeguards it against
unauthorized acceis, misuse, or conuption during transportation.

d) Product stewardship
The fund has developed virious policies covering product stewardship, they include;
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5. SoclalWelfare
The ogtbreak of the Corona Virus Disease that ravaged and devastated the world brought
much pain and misery with unprecedented levels of pressure building on individuals_and

families and the cons&uent social-economic implications. Due to this pandemic, the Fund

sponsored some chitdren homes and schools to cushion them from the resulting
challenges caused
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i)- BC'nAfif Poiiar: Tha-poii-Cf 
-du.itiatii6-i5-to-pri,niAa-; fiam€twdik-foi eincienl-aiiiJ'' effective servi6es delivery [o m6mbers throulh timely and accurate processing and

payment of benefits.

ii) lnformation Securlty Poticy: Provide a framework for establishing s..uitable levels.of'information security-for all-NSSF information systems and to mitigate the risks
associated with the theft, loss, misuse, damage or abuse of these systems.

iii) Access to lnformatlon Policy: The objective of the Access to lnformation Policy'(AlP) is to promote stakehoider trust'in the National Social Securityfund (l!S!J)
ind'to incre'ase the impact of the Fund's activities. The policy le{|e+9 NSSF's
commitment to transparehcy, accountability, and participation by stakeholders in the
Fund has supported activities.

CORPORATE SOCIAL RESPONSIBILITY / COMMUNITY ENGAGEMENTS
National Socialsecurrty Fund (NSSF) is committed to creating positive, long-lasting impact
on the communities and the erivironment within which it operates. The Fund's commitment
to the society is embedded in the principles of ensuring ggclal protection and
empowermentlor all. The Fund's Corpordte Social Responsibility (CBS) is an integral part
ot NSSF's overall business strategy. As a way of ensuring that there is long.lasting impact
on NSSF's interventions in the community, the Fund focuses on the following key pillars,
which are aligned to the Corporate SocialResponsibility (CRS) policy.

1. Educatlon
The inception of Universal Free Primary Education and Free Secondary in 2003 an^d 2008,
respectiv'ely, has stretched the Goveniment's resources to the limit, _tiausing the State to
seeit funAing locatly and internationally. During the financia! year, NSSF offered financial
support to Various'schools for infrastructureievelopment. The Fund collaborated with
othr.ir stakeholders to oromote community social welfare to the vulnerable and less
privileged in the society towards the achievdment of universal primary education goal.

(l.* ? -,".:

IrSSF Tarm pros antlng a CSR sponsorsh tp chequa to Garlssa Specra, Schoo, for lhe lntellecluatly chaltenggd.

2. Health
NSSF engages in collaborative partnerships with the Government and other reputable
organizati6nE to address and proftote publib health issues with special focus on infectious
diieases and the cunent Co\iid-1g pahdemic. The Fund partnered with Ahadi Kenya for
donation of masks, hand sanitizers, erection of water points to various primary schools
within Gatundu South to promote the fight the against the Covid-19 pandemic.
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CS Eduation, Prcf.George Magoha
accompanied by the CEO,Ahadi
Kenya Trust together with Mr.Evans
Ombuiof NSSF handing over dignity
pack to a pupil of Mutomo Primary
School in Gatundu South.

3. Sports
Kenyans resonate very welt with sporting activities, especially athletics and football.
NSSF's invotvement in sports is a sure way of creating awareness and buy-in of our
Brand. Supporting sports also provides an excellent platform to reach the youth and

entrench the culture of saving among them. During the financial year 202012021, the Fund
supported Kickoff to Hope Kenya Foundation with financial aid to rehabilitate the playing

field to minimize on participants injuries and to facilitate befter delivery of sport activities.

4. Entrepreneurchlp
NSSF's mandate to enforce social security has now been widened to cover all Kenyan
employees, including those in the informal sector. To engage this market, NSSF supports
projects aimed at empowering young and disabled peopte by way of skills development in
entrepreneurship and other related opportunities. The Fund in partnership with the
National Council of Persons with Disabilities sponsored the economic empowerment to
persons living with disabilities in Garissa and other regions as to promote self-reliance.
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X. REPORT OF BOARD OF TRUSTEES
The Trustees submit their report together with the audited financial statements for the year

ended June 30, 2021 which show the state of affairs of the Fund.

Principal activltles
The piincipal activities of the Fund are, as stipulated under Section 4 of the NSSF Act

2013, to iegister members, receive their contributions, invest the funds, process, and

ultimately pay out benefits to eligible members or their dependants.

Results
The results of the Fund for the year ended June 30, 2021, are set out on page 1

lnterest to Members
Section 2 of the NSSF Act 2013 requires that investment income be credited to the

accounts of individual members, at such rates as the Board may, in consultation with the

Actuary or such other qualified person, determine and approve at least annually, having

regard to the income on the Fund's assets. lnterest declared and paid in the last six years

is as follows:

The Board of Trustees shall declare the interest for the financial year ended 30 June 2021

after considering the actuarial valuation report.

Trustees
The members of the Board of Trustees who served during the year are shown on page iv

in accordance with NSSF Act 2013.

Auditors
The Auditor General is responsible for the statutory audit of the Fund in accordance with

Article 229 of the constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

Dr. Anthony Omerikwa, MBS

Secretary to the Board

X[::: $oqz*"-

2013DO14 12.5

2014nO15
201512016 6

201412017
2017nO18 7.0

201812019 3.0
by Auditor General on financial20'1912020 Awaiting audit

and actuarial valuation

2020no21 financial actuarial valuation
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The Board of Trustees is responsible for the preparation and presentation of the Fund's
financial statements, which give a true and fair view of the state of affairs of the Fund for
and as at the end'of the -financial year ended on June 30, 2021. This responsibility
includes: (i) maintaining adequate findncial management arrangeme.nts and. ensuring that
these coniinue to be -efeAive throughout the rbporting period; (ii) maintaining_ proper
accounting records, which disclose with reasonable accuracy. qt .afY time the financial
position o=t tne Fund; (iii) designing, implementing and ma.intaining internal controls
ielevant to the preparitidn'and fair piesentation of the financial statements, and ensuring
that they are ired from material 

'misstatements, whether .due to eror or fraud; .(iv)
safeguaiding the assets of the Fund; (v) selecling and applying appropriate accounting
policies; and'1vi1 making accounting estimates that are reasonable in the circumstances.

The Trustees accept responsibility for NSSF's Financial Statements, which have been
orepared usinq apiropridte accounting policies, supported by reasonable and prudent
judgments anri'edtimaies, in conformity witn lntemational Financial Reporting S-!91-Aa$s

itfRS) and in the manner required b! tle Public Finance Management f$'-Z^Q!Z,Jfe
Natiorial Social Securitv Funci Act, 2013 and the Retirement Benefits Act 1997. The
Trustees are of the opiriion that the Financial Statements giye.a.true and fair view of the
state of the Fund's trdnsactions during the financial year ended June 30, 2021,.and of the
Fund's financial position as at that da[e. The Trusteds further confirm the.completeness.of
the accountino iecords maintained for the Fund, which have been relied upon in the
preparation of tne Fund's financial statements as well as the adequacy.of.sy.stems. of
intemal financial control. Nothing has come to the attention of the Trustees to indicate that
the Fund will not remain a going- concern for at least the next twelve months from the date
of this statement.

Aooroval of the financial statements
Thri Fund's financial statements were approved by the Board of Trustees on ... ... ... ....and
signed on its behalf by:

Gen. (Rtd) Dr. us W. Karangi,
EGH CBS
Chalrman,

'ndc''psc'(K)

q-=ho,
Dr. Anthony Omerikwa, MBS
CEo/Managlng Trustee

of Trustees a
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E n han c i ng A c count abi I ity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooloo

NAIROBl

REPORT OF THE AUDITOR-GENERAL ON NATIONAL SOCIAL SECURITY FUND
FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

I draw your attention to the contents of my report which is in three parts

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

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

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk Management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of National Social Security Fund
set out on pages 1 to 51, which comprise the statement of net assets available for benefits
as at 30 June, 2021, and the statement of changes in net assets available for benefits,

Report of the Auditor-General on National Social Security Fund for the year ended 30 June, 202 I
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statement of cash flows, statement of changes in accumulated member's funds, and
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. I have obtained all the information and explanations which,
to the best of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of National Social Security Fund (NSSF) as at
30 June, 2021 , and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards (IFRS) and comply with
the National Social Security Fund Act,2013.

Basis for Qualified Opinion

The financial statements reflect several balances that are not adequately supported with
sufficient appropriate records and information, as explained in the following paragraphs:

1. lnvestment lncome

The statement of changes in net assets available for benefits reflects investment income
totalling Kshs.21,635,609,454 which includes interest on corporate bonds totalling
Kshs.124,734,473 as reflected in Note 8(a) to the financial statements. However, interest
income totalling Kshs.16,624,953 earned from corporate bonds of a listed company were
not recorded in the Cashbook. No explanation was provided for the omission.

ln the circumstance, the investment income balance totalling Kshs.21,635,609,454
included in the investment income balance for the year ended 30 June, 2021 could not
be confirmed.

2. Repairs and Maintenance

The statement of changes in net assets available for benefits reflects general
administrative costs totalling Kshs.2,527 ,523,139, as further disclosed in Note 14 to the
financial statements. The balance includes repairs and maintenance expenditure totaling
Kshs.192,007 ,944 which in turn includes Kshs.25,159,576 relating to 20191 2020 financial
year.

Further, the balance includes payments totalling Kshs.1,392,000 made for information
technology training and which is, therefore, not related to repairs and maintenance
expenditure.

ln the circumstances, the repairs and maintenance expenditure totalling
Kshs.192,007 ,944 is not fairly stated.

3. Cash and Bank Balance

The statement of net assets available for benefits reflects cash and bank balances
totalling Kshs.571,000,978 as further disclosed in Note 16 to the financial statements.
However, the balance contains the following anomalies:

Report ofthe Auditor-General on National Social Security Fundfor the year ended 30 June, 2021
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3.1 Bank Overdraft

Note 16 to the financial statements reflects an overdrawn cashbook balance amounting
to Kshs.206,903,663 whose cashbook was, however, not updated, closed or balanced.
Management explained that the overdrawn cashbook balance arose as a result of
Electronic Funds Transfer (EFT), Real Time Gross Settlement (RTGS) and cash deposit
transactions made by employers who delayed in submitting returns to the Fund for posting
to the cashbook. However, Management did not provide sufficient records to support the
balance and did not disclose the controls established to prevent such omissions.

3.2 Unpresented Cheques and Other Outstanding Cash Balances

The bank reconciliation statement for the month of June, 2021 for one of the Fund's bank
accounts revealed long outstanding balances relating to bounced EFTs and unpresented
cheques totalling to Kshs. 14,723,1 19. Further, the bank reconciliation statement reflected
payments in bank statement not in cashbook totalling to Kshs.169,640,238 which had not
been investigated and explained in accordance with Regulation 90 (3) of the Public
Finance Management (National Government), Regulations, 2015. The Regulation
requires each Accounting Officer to investigate and take appropriate action to correct
discrepancies noted when reconciling bank statements.

!n view of these discrepancies, the accuracy and completeness of cash and balance
Kshs.571,000,978 as at 30 June ,2021could not be confirmed.

4. Rental Debtors

The statement of net assets available for benefits reflects receivables and prepayments
totalling Kshs.4,072,961,233 which include rental income debtors totalling
Kshs.1,001 ,072,176, as further disclosed in Note 23 to the financial statements. The
debtors increased by Kshs.230,962,739 or 30% from Kshs.770,109,437 reported in the
year ended 30 June 2020. Review of the debtors aging analysis revealed debtors totalling
to Kshs.541,755,371 which have been outstanding for more than two (2) years. No
explanation was provided by Management for the failure to collect the rent arrears or write
them off as bad debts in accordance with the provisions of Section 157(1) of the Public
Finance Management (National Government) Regulations, 201 5.

ln the circumstances, the accuracy and recoverability of rental debtors balance totalling
Kshs.1,001 ,072,176 as at 30 June, 2021 could not be confirmed.

5. Payables and Accruals

The statement of net assets available for benefits reflects payables and accruals totalling
Kshs.1,431,691,147 which include payables due to vendors totalling Kshs.173,047,633
as further disclosed in Note 32 to the financial statements. However, included in the
payables due to vendors totalling Kshs.173,047,633 is Kshs.20,262,695 owed to the Fund
by landlords, fuel suppliers, staff, and cash floats advanced to property managers. The
long outstanding deposits are receivables but are incorrectly included in the payables
balance.
Report of the Auditor-General on National Social Security Fund for the year ended 30 June, 202 I
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Further, the payables and accruals balance totalling Kshs.1,431,691,147 includes
returned benefits totalling Kshs.266,336,140. No explanation was provided for failure to
clear the long outstanding returned benefits for the years 20121o 2021.

ln the circumstances, the accuracy, completeness and fair statement of the payables and
accruals balance totalling Kshs.1,431,691,147 as at 30 June, 2021 could not be
confirmed.

6. Stores and Supplies

The statement of net assets available for benefits reflects stores and supplies totalling
Kshs.79,304,872, as further disclosed in Note 22 to the financial statements. However,
the stores management software system indicated total stock balance of
Kshs.59,734,163 described as 'stock on transit since 2013' resulting to unexplained
variance of Kshs.19,570,709. Further, the balance does not include stocks from thirty-five
(35) of the Fund's Branches which did not provide their respective stock take reports as
at 30 June, 2021.

ln addition, the Fund's stores management software system had major limitations as
physical count of stock could not be reconciled to actual values and the software could
not detect and record loss of stores or adjustments of stock made through the system.

ln the circumstances, the accuracy, valuation and existence of the stores and supplies
balance of Kshs.79,304,872 as at 30 June, 2021 could not be confirmed. Further, the
significant weaknesses in the stores management system may enhance the risk of stock
losses and stock outs.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of the National Social Security Fund Management
in accordance with ISSAI 130 on Code of Ethics. lhave fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Mafter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts indicates that the Fund's
revenue budget for the year under review amounted to Kshs.39,963,301,000 and actual
revenue Kshs.41,910,987,694 resulting to a surplus of Kshs.1,947,686,694 equivalent to
5o/o of the budget. Management attributed the favorable revenue variance to the improved
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earnings in the bond and equities market in the financial year under review. Similarly, the
statement of comparison of budget and actual amounts indicates that the Fund had
budgeted to spend Kshs. 8,249,997,000 against the actual expenditure of
Kshs.7,077,506j26 resulting to an under-expenditure of Kshs.1,172,490,874. The
variance was mainly caused by reduction of staff costs by Kshs.989,210,432 due to delay
in recruitment of senior managers and delayed implementation of the Fund's Collective
Bargaining Agreement (CBA).

2. Prior Year lssues

The following issues reported in previous audit reports had not been resolved as at
30 June ,2021:

2.1 Prior Audit lssues

The audit report for the year ended 30 June,2020 raised several unsatisfactory issues in
regard to balances reflected in the financial statements, lawfulness and effectiveness in

use of resources and effectiveness of internal controls, risk Management and
governance.

The report of Management on progress made in resolving the issues indicates that
activities intended to resolve some of the issues were ongoing as at 30 June, 2021.
However, the report does not provide disclosure on several issues raised in the audit
report.

The actual status of all the issues will be confirmed after they are discussed by
Parliament.

2.2 Unrecovered Project Mobilization Fees

Examination of records on the stalled Nyayo Embakasi Estate Phase Vl construction
project indicated that mobilization fees totalling Kshs. 215,540,774 paid to the contractor
had not been recovered as directed in previous reports of the Public Accounts Committee
(PAC). No satisfactory explanation was provided by the Management for the failure to
recover the fees which will amount to loss of public funds if not recovered.

REPORT ON LAWFULNESS
RESOURCES

AND EFFECTIVENESS IN USE OF PUBLIC

Conclusion

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

Report ofthe Auditor-General on National Social Security Fundfor the year ended 30 June, 202 I
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Basis for Gonclusion

Non-Compliance with the National Social Security Fund Act, 2013

The statement of net assets available for benefits reflects investment management
expenses of Kshs.508,604,076 and operating costs of Kshs.6,568,902,050 all totaling to
Kshs.7,077,506,126 which is approximately 2.5% of the Fund's net assets of
Kshs.284,486,627 ,670 as at 30 June, 2021 . This is contrary to Section 50 of the National
Social Security Fund Act, 2013 which stipulates that expenses paid out of the Fund shall
not exceed two per cent (2o/o) of the total Fund assets in the first year from the
commencement date and thereafter be reduced and capped at one and a half percent
(1.SYo) in the sixth year following the commencement date.

Failure by Management to contain the expenses at 1.SYo or below, of the Fund's assets
eight (8) years after the commencement date is, therefore, irregular.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Gonclusion

Lack of Policy for Doubtful Debts Provisioning

The statement of changes in net assets available for benefits and Note 15 to the financial
statements reflects provisions totalling Kshs.129,778,343. However, some of the
provisions were made in relation to financially stable companies and individuals. Review
of the controls on debt Management indicated that the Fund did not have a documented
policy for setting provisions for doubtful debts.

ln the absence of the policy, the risk of loss of the Fund's resources through invalid
debtors' provisions may be high.

Report of the Auditor-General on National Social Security Fund for the year ended 30 June, 202 I
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The audit was conducted in accordance with ISSAI 2315 and ISSA! 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk lvlanagement and overallgovernance were
operating effectively, in all material respects. ! believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and the Board of Trustees

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

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain its services, disclosing, as applicable, matters related
to sustainability of services, and using applicable basis of accounting unless Management
is aware of the intention to dissolve the Fund or to cease operations.

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

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

Report of the Auditor-General on Nationql Social Security Fund for the year ended 30 June, 202 I
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ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to provide an assurance on the
effectiveness of internal controls, risk Management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5
and submit the audit report in compliance with Article 229(7) of the Constitution. My
consideration of the internal control would not necessarily disclose all matters in the
internal control that might be material weaknesses under the lSSAls. A material
weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
Fund's policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

ldentify 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 my 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.

a

a

o

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

Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Fund's
ability to continue to sustain its services. lf I conclude that a material uncertainty exists,
I am required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit

Report ofthe Auditor-General on National Social Security Fundfor the year ended 30 June, 2021
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a

a

report. However, future events or conditions may cause the Fund to cease to sustain
its services.

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.

a

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances

! communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal controlthat are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

CPA
AUDITOR.GENERAL

Nairobi

20 July, 2022

Report ofthe Auditor-General on National Social Security Fundfor the year ended 30 June, 202 I
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XIII. STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
FOR THE YEAR ENDED 30 JUNE 2021

2021 2020

Note KesKes

Dealings wlth Members
Contributions Receivable 14,472,520,612 14,732,571,4286

7

Net Surplus from wlth membera 8,576,316,921

RETURN ON INVESTMENTS
lnvestment lncome
Fair value gain on revaluation of lnvestments
Gain on realisation of investments

I
I
10
1'l

21,635,609,454
11,547,732,218

58,89s,311

20,387,577,906
(10,194,619,584

(s0,669,212)

lnvestment ent
Net lnvestment lncome
Other lncome 12

71

9,607,405,394
90,433,789 83,337,900

Total Net lncome 32,826,066,696 9,690'7'13'295

Less: Operatlng Cost
Stafi cost
General administrative cost

lncroare in net assots for the year

13
14

15

3,911,600,568
2,527,523,139

3,820,005,857
1,570,733,4't 3

16,683,683

,567 14,582,343,014

As previously reported
Prior year adjustment

249,653,146,103 235,070,803,089

Net Assets aa at 30

I '06,103 235,070,803,089
249,653,146,103
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AVAII.ABLE FOR BENEFITS FOR THEXIV. STATEi'ENT OF NET ASSETS
YEAR ENDED 30 JUNE 2021

Note 2021

Kes

2020

Kee

ASSETS

Cash and bank balances

Call and Fixed Deposits

Government Securities-(Ireasury bills)

Government Securities-(Ireasury bonds)

Corporate bonds

Accrued lncome

Stores and Supplies

Receivables and Prepayments

Staff Carloans

TPS Loans

Staff Mortgage Schemes

Unquoted Stocks

llnquoted Stocks

lnvestment property

Assets under construction

Property, plant and equipment

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

3'l

571,000,978

8,369,320,000

1,210,396,800

152,940,388,443

1,088,144,566

4,812.348,744

79,30/',872

4,072,961,233

230,590,974

3,6,44,620,906

1,227,421,830

445,2U,638

66,655,124,043

u.727,067,942
5,152,734,819

691,688,069

65,797,015

15,645,705,000

2,002,681,495

124,284,783,962

1,399,604,882

6,083,766,970

80,964,046

3,688,824,898

245,915,928

4,044,069,201

1,002j20242
513,972,8s4

52,543,439,582

34,676,205,651

4,624,048,230

580,590,289

285,918,318,817 251,482,190,215

LIAB!LITIES

Payables and accruals 32 (1,431,691,147) (1,829,U4,143)

NETASSETS 284,486,627,670 249,653,146,103

REPRESENTED BY

FUND BALANCE 28/.48q627,670 249,653,146,103

The financial statements set out on pages 2 to 50 were approved and authorised by

the Board of Trustees on ... ... Signed on their behalf by:

##J" t u,O
CPA Mariefta Mutinda

ICPAK No. 6710
AG. Manager, Finance

Dr. Anthony Omerikwa, MBS

CEOIManaglng Trustee

Gen.
Karangi,
LOM'ndc'
Ghairman,
Trustees

. Julius W.

CBS DCO
(K)
Board of

2
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XV. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2021

2021

Kes

2020Not
e Kes

CASH FLOWS FROM OPERATING ACTIVITIES

Net increase in assets

Adjustments:
Depreciation on property, plant and equipment

Amortisation of intangible assets
(Gain)/loss on disposal of property, plant and
equipment
lncrease/(decrease) in provisions

Fair value (gain)floss on revaluation

34,833,481,567 14,582,343,014

31

31

15

10

267,877,509

u,789,762
(3s,535,77s)

129,778,U3
(11,547,732,218)

245,348,727

626,173
(16,337,150)

16,683.683

10,194,619,584

Operatln g su rplus/(defl clt) before workln g capltal
changes

23,712,659,187 25,055,958,331

Changes ln Working Capltal:
Decrease/(increase) in inventories

Decrease/(increase) in debtors & prepayments

Decrease(increase) in accrued income

increase/(decrease) in payables and accruals

22

23

20

32

1,659,174
(384,136,335)

1,271,418,226
(397,6s2,995)

(8,361,s43)

(124,79238n
103,859,239

(129,718,305)

491,288,070 (159,012,995)

Net cash flows generated from operatlng
acUvlUes

24,203,917,257 24,896,945,336

CASH FLOWS FROM INVESTING ACTIVITIES

PlacementA,trithdrawal of deposits with financial
institutions
Purchase/sale or redemption of Treasury bills

Purchase/sale or redemption of Treasury bonds

Purchase,/sale or redemption of corporate bonds

Purchase/sale of unquoted equities

Purchaser/sale of quoted equities

Purchase, developmenUsale of land and buildings

Assets under construction

Purchase/sale of property, plant and equipment

Receipts from TPS and other loans

17 7,051,083,411 (6,0.14,080,527)

18

19

20

27

28

29

30

31

792,284,695
(30,435,003,537)

272,100,000

(20,161,004)

(6s6,763,649)

226,785.337
(1,0s4,305,362)

(195,s91,449)

320,824,246

3,991,837,378
(20,486,603,433)

5,599,693,950
(9,044,880)

(8,715,307,482)

187,679,485
(1,447,039,943)

(98,04s,225)

1,770,389,695

Net cash flowr from investing activi0es (23,698,743,293) (25,250,524,982)

Net increase/(decrease in cash and cash equivalents

Cash and cash equivalents as at 'l July

505,203,963

65,797,015

(3s3,579,647)

419,376,662

Cash and cash equlvalents as at 3(Uune 671,000,978 65,797,015

)
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XVI. SNTCMCNT OF CHANGES IN ACCUMULATED METBER's FUNDS AS AT 30 JUNE 2021

t.mb.lt Fundt Accumulatad R6.rvoo Total

t3
Prior Yoar AdJustments

20t8
Kea

l5{,016,66{,371
ss1 ,602,1 52

,686 172,0t6,t/30,058
501.602.152

23.896,508,921Nct
a

Corscllon of€noneous

ln Nct Arlcts

year

1,1,010,6,08,094

l'l'1,350 196,574,460,

Not ln Net Asset3 15,451,U7,120 25,71€,

171, 713,l0E 221.

Prior year adjustneri lmpalment of Kitisuu Roads (36,,t32,620)

Net ln Net Asletrs

2019

10, 3,21,1,332,010 13,377,601

L t90,499

Aduarlal valuatlon adlElmcnt as at 30 Juno 2020 al,E78,212,590
10,209,022,671

(41 2,590)

Nct in N€tA$ets

a3

ta
1,283,320,y2 14, 4

240,4t3,

Net h l',let Assets 8,576,316,921
714681

16,f,6,t6 3{,833,,t81,567

,070E
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XVIII. NOTES TO THE FINANCIAL STATEMENTS
I. GENERAL INFORiIATION
National Social Security Fund is established by and derives its authori$ and

accountability from National Social Security Fund Act, 2013. The NSSF is wholly
owned by workers who are members and contributors to the Fund. The Fund is

domiciled in Kenya and its principal aciivi$ is provision of social security to workers in
Kenya.

2. STANDARDS AND TNTERPRETATIONS AFFECTING THE REPORTED
RESULTS OR FINANCIAL POSITION

The principal accounting policies applied in the preparation of these financial
statements are set out below. These policies have been consistently applied to all
years presented, unless otherwise stated.

a) Statement of compliance
The financial statements have been prepared on a going concern basis and in

compliance with lnternational Financial Reporting Standards (IFRS), IFRS
lnterpretations Committee (tFRlC) applicable to entities reporting under IFRS, Public
Finance Managemenl Acl2012, State Corporations Act 2015, lncome Tax Act 2012
and the National Social Security Fund Act 2013.

b) Basis of preparation
The financial statements comprise of a statement of changes in net assets available
for benefits, statement of net assets available for benefits, statement of cashflows,
statement of changes in accumulated members' funds and a statement of comparison
of budget and actual amounts, and notes. The financial statements have been
prepared and presented in Kenya Shillings, which is the functional and reporting
currency of NSSF.

i. Basis of measurement
The measurement basis used is the fair value accounting except for the measurement
of amounts of items of propefi, plant and equipment.

Under the fair value measurement basis, NSSF uses market observable data as far as
possible to measure amounts for assets and liabilities. lf the fair value of an asset or
liability is not directly observable, the Fund uses valuation techniques that maximise
the use of relevant observable inputs and minimise the use of unobservable inputs.

Fair values are categorised into three levels of fair value hierarchy based on the
degree to which the inputs to the measurements are observable and significance of
the inputs to the fair value measurement in its entirety:
. Level 1 fair value measurements are derived from quoted prices (unadjusted) in

active markets for identical assets or liabilities.
. Levet 2 fair value measurements are derived from inputs other than quoted prices

included within level 1 that are observable for the asset or liabili$, either directly
(i.e. as prices) or indirectly (i.e. derived from prices)

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

9
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NOTES TO THE FINANCIAL STATEIUENTS (Continued)
Transfers between levels of the fair value hierarchy are recognised by the Fund at the

end of the reporting period during which the change occurred.

ii. Use of estimates and judgment
The preparation of financial statements in conformity with IFRS requires the use of
certain critical accounting estimates. It also requires the Board of Trustees to exercise

their judgment in the process of applying the Fund's accounting policies. The areas
involvinga higher degree of judgment or complexity, or areas where assumptions and

estimates are signfficant to the financial statements are disclosed in Note 37.

3. APPLTCATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTTNG STANDARDS (IFRS)

i. New and amended standards and itrterpretatlons in Issue effect'lve in the year ended
30 June 2021

The amendments are
effective for annual
periods beginning on or
after January 1,2020.
Earlier application is
permitted.

tAS 39-
Financial
lnstruments:
Recognition
and
Measurement

IAS 39 "Financial lnstruments: Recognition
and Measurement" outlines the
requirements for the recognition and
measurement of financial assets, financial
liabilities, and some contracts to buy or
sell non-financial items. Financial
instruments are initially recognized when
an entity becomes a Party to the
contractual provisions of the instrument
and are classified into various categories
depending upon the type of instrument,
which then determines the subsequent
measurement of the instrument (typically
amortized cost or fair value). Special rules
apply to embedded derivatives and
hedqinq instruments.

The amendments are
effective for annual
periods beginning on or
after January 1,2020.
Earlier application is
permitted.

IFRS 4 "lnsurance Contracts" applies, with
limiled exceptions, to all insurance
contracts (including reinsurance contracts)
that an entity issues and to reinsurance
contracts that it holds. ln light of the IASB's
comprehensive project on insurance
contracts, the standard Provides a
temporary exemption from the
requirements of some other lFRSs,
including the requirement to consider IAS
8 "Accounting Policies, Changes in
Accounting Estimates and Enors" when
selecting accounting policies for insurance
contracts.

]FRS 4-
lnsurance
Contracts
(Superseded)

The amendments are
effective for annual
oeriods beqinninq on or

IFRS 7-
Financial
!nstrument

IFRS 7 "Financial
Disclosures" requires
information about the

lnstruments:
disclosure of
significance of

l0



after January 1,202O.
Earlier application is
permitted.

financial instruments to an entity, and the
nature and extent of risks arising from
those financial instruments, both in

qualitative and quantitative terms. Specific
disclosures are required in relation to
transferred financial assets and a number
of other matters.

Disclosures

The amendments are
effective for annual
periods beginning on or
after January 1, 2O2O.

Earlier application is
permitted.

IFRS 16 specifies how to recog
measure, present and disclose leases.
The standard provides a single lessee
accounting model, requiring the
recognition of assets and liabilities for all

leases, unless the lease term is 12 months
or less or the underlying asset has a low
value. Lessor accounting however remains
largely unchanged from IAS 17 and the
distinction between operating and finance
leases is retained.

nize,IFRS 16-
Leases

National Social
Annuel and

Security Fund
Ftnandal Sfaltunerl,sJorfllo srNJune m21

The Directors haye assessed the applicable standards and amendments. Based on

fhef assessrnent of application of the above, they do not expect that there will be a
significant impact on iie company's financialsfatements. Or the following has been

aJsessed to be significant for the company and has been addrcssed as follows

Apptication of New and Revised lnternatlonal Financial Reporting Standards
(rFRs)
it. ttew and amended standards and tnterpretations rn issue but not yet effecllve ln the

year ended 30 June 2021

The amendments are

effective for annual periods

beginning on or after
January '1, 2023. Earlier

application is permitted.

IAS 1 "Presentation of Financial

Statements" sets out the overall

requirements for financial statements,

including how they should be structured,

the minimum requirements for their

content and overriding concepts such as

going concern, the accrual basis of

accounting and the currenUnon-current

distinction. The standard requires a
complete set of financial statements to

comprise a statement of financial
position, a statement of profit or loss

and other comPrehensive income, a

statement of changes in equity and a

statement of cash flows.

IAS 1.
Presentation

of Financial
Statements

ll
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Earlier application is
permitted. The

amendments are effective

for annual reporting periods

beginning on or after

January 1, 2023. Early

adoption is permitted.

tAS 12 -
lncome Taxes

IAS 12, "lncome Taxes" implements a

so-called'comprehensive balance sheet

method' of accounting for income taxes

which recognizes both the current tax

consequences of transactions and

events and the future tax consequences

of the future recovery or settlement of
the carrying amount of an entity's assets

and liabilities. Differences between the
carrying amount and tax base of assets

and liabilities, and carried forward tax
losses and credits, are recognized, with

limited exceptions, as deferred tax

liabilities or deferred tax assets, with the
latter also being subjecl to a 'probable
profits'test.

The amendments are
effective for annual periods

beginning on or after

January 1, 2022. Early
application is permitted.

IAS 16 -

Property,
Plant and
Equipment

lAS 16 "Property, Plant and Equipment"
outlines the accounting treatment for
most types of proPefi, Plant and

equipment. Property, plant and

equipment is initially measured at its

cost, subsequently measured either

using a cost or revaluation model, and

depreciated so that its depreciable

amount is allocated on a systematic

basis over its useful life.
The amendments are

effective for annual periods

beginning on or after
January 1, 2022. Early

application is permitted.

IAS 37 "Provisions, Contingent

Liabilities and Contingent Assets"

outlines the accounting for provisions

(liabilities of uncertain timing or amount),

together with contingent assets
(possible assets) and contingent

liabilities (possible obligations and

present obligations that are not probable

or not reliably measurable).

tAS 37 -
Provisions,
Contingent
Liabilities and
Contingent
Assets

The amendments are

effective for annua! periods

beginning on or after

January 1, 2022. Early

application is permitted.

IAS 41 -
Agriculture

IAS 41 'Agriculture" sets out the
accounting for agricultural activity - the

transformation of biological assets
(living plants and animals) into

agricultural produce (harvested product

of the entity's biological assets). The

standard generally requires biologica!
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assets to be measured at fair value less
costs to sell.

IFRS 1 - Firsh
time Adoption
of
lnternational
Financial
Reporting
Standards

IFRS 1 "First-time Adoption of
!nternational Financial Reporting
Standards" sets out the procedures that
an entity must follow when it adopts
IFRS for the first time as the basis for
preparing its general-purpose financial
statements. The IFRS grants limited
exemptions from the general

requirement to comply with each IFRS
effective at the end of its first IFRS
reporting period.

The amendments are
effective for annual periods

beginning on or after
January 1, 2022. Early
application is permitted.

The amendments are
effective for annual periods

beginning on or after
January 1, 2022. Early
application is permitted if
an entity also applies all
other updated references
(published together with the
updated Conceptual
Framework) at the same
time or earlier.

IFRS 3 _
Business
Combinations

IFRS 3 "Business Combinations"
outlines the accounting when an

acquirer obtains control of a business
(e.9. an acquisition or merger). Such
business combinations are accounted
for using the'acquisition method', which
generally requires assets acquired and
liabilities assumed to be measured at

their fair values at the acquisition date.

The IASB tentatively
decided to defer the
effective date of IFRS 17,

lnsurance Contracts to
annual periods beginning
on or after January 1,2022.

F he IASB has also
published 'Extension of the
Temporary Exemption from
Applying IFRS I
(Amendments to IFRS 4)'to
defer the fixed expiry date
of the amendment also to
annual periods beginning
on or after January 1,

2023.1

IFRS 17-
lnsurance
Contracts

IFRS 17 establishes the principles for
the recognition, measurement,
presentation and disclosure of insurance
contracts within the scope of the
standard. The objective of IFRS 17 is to
ensure that an entity provides relevant
information that faithfully represents
those contracts. This information gives a
basis for users of financial statements to
assess the effect that insurance
contracts have on the entity's financial
position, financial performance and cash
flows.
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NOTES TO THE FINANCIAL STATEMENTS (contlnued)
The Trustees do not plan to apply any of the above until they become effective. Eased

on their assessment of the potential impact of application of the above, they do not
expect that there will be a significant impact on the company's financialstatemenfs.

iai) Early adoption of standards
The Fund did not early - adopt any new or amended standards inyear 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principle accounting policies adopted in the preparation of these financial

statements are set out below:

a) Revenue recognitlon
The Fund recognizes revenue as and it satisfies performance obligation. The amount
of revenue recognized is the amount the Fund expects to receive to the extent that it is
probable that future economic benefits will flow to the Fund and the revenue can be

ieliably measured. Revenue is recognised at the fair value of consideration received

or expected to be received in the ordinary course of the Fund's activities, net of value-

added tax (VAT), where applicable, and when specific criteria have been met for each

of the Fund's activities as described below:-

i) Gontributions from employerslemployees- Comprises statutory and other
payments due to NSSF under the National Social Security Fund Act, 2013 (i.e.

contributions towards the Pension Scheme, OId and New Provident Funds.

Statutory contributions are accounted for in the year they are due to the Fund

while Voluntary contributions are accounted for in the year they are received.

:i) Interest income - comprises of interest receivable from bank deposits and

investment in securities, and is recognized in Statement of Changes in Net

Assets Available for Benefits on a time proportion basis using the effective
interest rate method.

iii) Dividend income is recognized in the Statement of Changes in Net Assets

Available for Benefits in the year in which the right to receive the payment is
established.

iv) Rental income is recognized in the Statement of Changes in Net Assets

Available for Benefits as it accrues using the effective lease agreements.

v) Other income is recognized as it accrues.

vi) Tenant Purchase Scheme and Loan Advances- accrue from financial assets

with fixed or determinable payments that are not quoted in an active market.

They arise when the Fund provides loans, money or services directly to debtors
with no intention of trading the receivables. All loans and receivables fall under

this category and are stated at amortized costs. Receivables which do not

carry interest rate are stated at their invoice amount.

t4



Nalional Social SecuritY Fund
Annual EW?EF!v:'L.s3]rj!!?Lt:.P!
NOTES TO THE FINANCIAL STATEM ENTS (Continued)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

b) Propefi, Plant and EquiPment
Ail categories of property, plant and equipment are initially. recorded at cost less

accurri"t"d depreciition and impairment tosses. Gains and losses on disposal of

items of property, plant and equipment are determined by comparing the proceeds

from the'Aisiosit with the net carrying amount of the items, and are recognised in

Statement of Changes in Net Assets Available for Benefits.

c) lntangible assets
IntangiblJ assets comprise purchased computer softwale. licenses, which are

capitilized on the basis of costs incurred to acquire and bring to use the specific

soitware. These costs are amortized over the estimated useful life of the intangible

assets from the year that they are available for use for a period of 3 years.

d) Depreciation and impairment of propefi, plant and equipment
fieenojd land and capitil work in progress are not depreciated. Capital work in

progress relates mainly to the cost of ongoing but incomplete works on buildings and

other civil works and installations. Depreciation on property, plant and equipment is

recognised in the Statement of Changes in Net Assets Available for Benefits on a
straiint-line basis to write down the cost of each asset or the re-valued amount to its
residualvalue over its estimated usefullife'

The annua I rates in use are
Annual Rates o,,o

Buildings and civil works
Freehold Land and Buildings
Motor Vehicles, including motorcycles
Computers and related equiPment
Office Furniture
Office Equipment
Fittings and Furnishings
Low Value Assets

Nil
Revaluation
20
33.33
10
12.5
20
100

Depreciation charge is recognised both in the year of asset purchase and in the year

of asset disposat on prorata basis. ltems of property, plant and equipment are

reviewed annually for impairment. Where the carrying amount of an asset is assessed

as greater than its estimated recoverable amount, an impairment loss is recognised so

tnaltne asset is written down immediately to its estimated recoverable amount.

e) Amortizatlon and impairment of intangible assets
Amortization is calculated on the straight-line basis over the estimated useful life of

computer software of three years. All computer software is.reviewed annually for

impairment. Where the carrying amount of an intangible asset is assessed as greater

than its estimated recoverabb amount, an impairment loss is recognised so that the

asset is written down immediately to its estimated recoverable amount.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
SUiiMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
0 lnvestment property
Buildings, or part of a building (freehold or held under a flnance lease) and land
(freehold or held under an operating lease) held for long term rental yields and/or
capital appreciation, and which are not occupied by the Fund, are classifted as
investment property. lnvestment proper$ is carried at fair value, representing open
market value determined periodically by independent external values. Changes in fair
values are included in Statement of Changes in Net Assets Available for Benefits.

g) Finance and operating leases
Leases which confer substantially all the risks and rewards of ownership to the Fund

are classified as finance leases. Upon initial recognition, the leased asset is measured
at an amount equal to the lower of its fair value and the present value of the minimum
lease payments, and the asset is subsequently accounted for in accordance with the
accounting policy applicable to that asset.

All other leases are treated as operating leases and the leased assets are recognised
in the statement of financial position to the extent of prepaid lease rentals at the end of
the year. Payments made under operating leases are recognised in profit or loss on a
straight-line basis over the term of the lease. Lease incentives received are
recognised as an integral part of the total lease expense over the term of the lease.

h) Fixed interest investments (bonds)
Fixed interest investments refer to investment funds placed under Central Bank of
Kenya (CBK), long-term infrastructure bonds, and other corporate bonds with the
intention of earning interest income upon the bond's disposal or maturity. Fixed
interest investments are freely traded at the Nairobi Securities Exchange. The bonds
are measured at fair value through profit or loss.

i) Quoted investments
Quoted investments are classified as non-current assets and comprise marketable
securities traded freely at the Nairobi Securities Exchange or other regional and

international securities exchanges. Quoted investments are stated at fair value.

j) Unquoted investments
Unquoted investments stated at cost under non-current assets, and comprise equity
shares held in other Government controlled entities and reputable private entities.

k) lnventories
lnventories are stated at the lower of cost and net realisable value. The cost of
inventories comprises of purchase price, import duties, transportation and handling
charges, and is determined on the moving average price method.

!) Trade and other receivables
Trade and other receivables are recognised at fair values less allowances for any
uncollectible amounts. These are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts
at the year end. Bad debts are written off after all efforts at recovery have been
exhausted.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
SUMMARY OF SIGNIFICANT AGGOUNTING POLICIES (Continued)

m) Taxation
Current lncome tax
Current income tax assets and liabilities for the current period are measured at the
amount expected to be recovered from or paid to the taxation authorities. The tax
rates and tax laws used to compute the amount are those that are enacted or

substantively enacted, at the reporting date in the area where the Fund operates and
generates taxable income recognized in net assets and not in the statement of
financial performance. Management periodically evaluates positions taken in the tax
returns w1h respect to situations in which applicable tax regulations are subject to
interpretation and establishes provisions where appropriate.

Deferred tax
Deferred tax is provided using the liability method on temporary differences between

the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes at the reporting date. Deferred tax liabilities are recognized for all taxable

iemporary differences, eicept in respect of taxable temporary differences associated

with inveitments in controlled entities, associates and interests in joint ventures, when

the timing of the reversal of the temporary differences can be controlled and it is
probable ihat the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, the carry

forward of unused tax credits and any unused tax losses. Deferred tax assets are

recognized to the extent that it is probable that taxable profit will be available against

which the deductible temporary differences, and the carry forward of unused tax
credits and unused tax losses can be utilized, except in respect of deductible

temporary differences associated with investments in controlled entities, associates

and interests in joint ventures, deferred tax assets are recognized only to the extent

that it is probable that the temporary differences will reverse in the foreseeable future
and taxa'ble profit will be available against which the temporary dffierences can be

utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and

reduced to the extent that it is no longer probable that sufficient taxable profit will be

available to allow atl or part of the deferred tax asset to be utilized. Unrecognized

deferred tax assets are re-assessed at each reporting date and are recognized to the
extent that it has become probable that future taxable profits will allow the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply in the year when the asset is realized or the liability is settled, based on tax rates

lanOtax lawll tfrat have been enacted or substantively enacted at the reporting date.

beferred tax relating to items recognized outside surplus or deficit is recognized

outside surplus or deficit. Deferred tax items are recognized in correlation to the
underlying tiansaction in net assets. Deferred tax assets and defened tax liabilities are
offset if Jbgally enforceable right exists to set off current tax assets against current

income tax liaUiiities and the deferred taxes relate to the same taxable Fund and the
same taxation authority.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
n) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term
depositson calland highly liquid investmentswith an originalmaturity of 12 monthsor
less, which are readily convertible to known amounts of cash and are subject to
insignificant risk of changes in value. Bank account balances include amounts held at
the Central Bank of Kenya and at various Commercial Banks at the end of the
reporting period. For the purposes of these financial statements, cash and cash
equivalents also include short term cash imprests and advances to authorised public
officers and/or institutions which were not surrendered or accounted for at the end of
the financialyear.

o) Borrowings
tnterest bearing loans and overdrafts are initially recorded at fair value being received,
net of issue costs associated with the borrowing. Subsequently, these are measured
at amortised cost using the effective interest rate method. Amortised cost is calculated
by taking into account any issue cost and any discount or premium on settlement.
Finance charges, including premiums payable of settlement or redemption are

accounted for on accrual basis and are added to the carrying amount of the instrument
to the extent that they are not settled in the period in which they arise. Loan interest
accruing during the construction of a projec{ is capitalised as part of the cost of the
project.

p) Trade and other payables
Trade and other payables are non-interest bearing and are carried at amortised cost,
which is measured at the fair value of contractual value of the consideration to be paid

in future in respect of goods and services supplied, whether billed to the Fund or not,

less any payments made to the suppliers.

q) Retirement benefit obligations
The Fund operates a defined contribution scheme for allfull-time employees. The staff
retirement pension scheme is administered independently by Zamara Actuaries,
Administrators & Consultants Ltd and is funded by contributions from employees at

8o/o and employer al 16%. The Fund also contributes statutory National Social Security
Fund (NSSF) deductions for its employees. This is a defined contribution scheme
registered underthe National Social Security Act,2013. The Fund's obligation under
the scheme is limited to specific contributions legislated from time to time and is

currently at Kshs.360 per employee per month.

r) Actuarial Valuation
An actuarial valuation was carried out by Zamara Actuaries, Administrators &

Consultants Limited in 2O2O and the report approved by the Board of Trustees in the
183d meeting of the Board on 30 July 2021 tor the Fund balances as at 30 June 2019.

In the same meeting, a 3% interest was approved on members' balances. The
valuation was done on an Attained Age Method. The actuarial report indicates that
the value of liabilities of the scheme as at 30 June 2019 was Kes.223, 171 million
compared to the value of assets amounting to Kes. 235,040 million (Financial
Statements) giving a surplus of Kes. 11,869 million, a funding level of 105.3%.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES (Continued)
s) Provision for staff leave PaY
Employees' entitlements to annual leave are recognised as they accrue at the
employees. A provision is made for the estimated liability for annual leave at the
reporting date.

t) Exchange rate differences
The accouniing records are maintained in the functional currency of the primary

economic environment in which the Fund operates, Kenya Shillings. Transactions in
foreign currencies during the year/period are translated into the functional currency

using the exchange rates prevailing at the dates of the transactions or valuation where

items are re-measured. Any foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in

profit or loss.

u) Budget information
the Fund's budget for FY 2O19-2O2O was approved by the Ministry of Labour and

Social Security on recommendation by National Treasury on 03/08/2020. The Fund's

budget and financial statements are prepared on accrual basis using a classification

UasiO on the nature of expenses in the statement of financial performance. A
comparison of budget and actual amounts, prepared on a comparable basis to the

appioved budget, ii tfren presented in the statement of comparison of budget and

aciual amounti. A statement to reconcile the actual amounts on a comparable basis

included in the statement of comparison of budget and actual amounts and the actuals

as per the statement of financial performance has been presented under page 5 of
these financial statements.

v) Service concession arrangements
The Fund analyses att aspects of service concession arrangements that it enters into

in determining ine appropriate accounting treatment and disclosure requirements. ln
particular, whLre a private party contributes an asset to the arrangement, the Fund

iecognizes that asset when, and only when, it controls or regulates the services the
operltor must provide together with the asset, to whom it must provide them, and at

what price.

tn the case of assets other than 'whole-of{ife' assets, it controls, through ownership,

beneficial entitlement or otherwise - any significant residual interest in the asset at the
end of the arrangement. Any assets so recognized are measured at their fair value. To

the extent that an asset has been recognized, the Fund also recognizes a

corresponding liabili$, adjusted by a cash consideration paid or received.

w) Comparative figures
t /here necessary comparative figures for the previous financial year have been

amended or reconfigured to conform to the required changes in presentation.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES (Continued)

x) Subsequent events
There have been no events subsequent to the financial year end with a significant
impact on the financial statements for the year ended June 30, 2021. The preparation

of the Fund's financial statements in conformity with IFRS requires management to
make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities,
at the end of the reporting period. However, uncertainty about these assumptions and

estimates could result in outcomes that require a material adjustment to the carrying
amount of the asset or liability affected in future periods.

Estimates and assumptions
The Fund based its assumptions and estimates on parameters available when the
financial statements were prepared. However, existing circumstances and

assumptions about future developments may change due to market changes or
circumstances arising beyond the control of the Fund. Such changes are reflected in
the assumptions when they occur. The key assumptions concerning the future and

other key sources of estimation uncertainty at the reporting date, that have a

significant risk of causing a material adjustment to the carrying amounts of assets and

liabilities within the next financial year, are described below.

Useful lives and residual values
The useful lives and residual values of assets are assessed using the following
indicators to inform potential future use and value from disposal:

. The condition of the asset based on the assessment of experts employed by

the Fund
. The nature of the asset, its susceptibility and adaptability to changes in

technology and processes
. The nature of the processes in which the asset is deployed
. Availabili$ of funding to replace the assets
. Changes in the market in relation to the asset

Provisions
Provisions were raised and management determined an estimate based on the
information available. Additional disclosure of these estimates of provisions is included
in Note 15. Provisions are measured at the management's best estimate of the
expenditure required to settle the obligation at the reporting date and are discounted
to present value where the effect is material.
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6

2021

Kes

2020

Kes

Pension Contribution

Old provident

New Provident

13,208,708,768

70,741,645

580,763,s74

379,511,898

13,752,056,698

89,801,367

il1,352,y7
414,981,299

Fines and

Gross contribution for the Year
Add: Accruals at end ofthe Year

14,239,725,704

950,893,829
(718,098,920)

14,798,174,711

718,098,920
(783,702,203)

Less: Accruals at start oflhe vear

Net contrlbution for the oeriod 14,472,520,612 11,732,571,428

These amounts relate to contributions r€mitted to the Fund in respect of both provident and pension furds.

However, the contributions receivable ostimated to be Kes 7,689,702,662 have not been included in the llnancial

statements. This comprises of mandatory contributions of 1,633,972,8&l and penalties of 6,055'729'797. Those

contribuilons are based on estimates made on employer and Ure outstanding penalty is estimated based on

previous late payments. The Fund is involved in recovery efforts through alternative dispute resolution, court

action, and lnlergovemmental Relations Technical Committee (for cases involving defunct local authorities).

7 BENEFITS

Age benefit

Survivors benefit

lnvalidity benefit

\Mthdrawal benefit

Emigration benefit

Funeral qrant

4j67,622,521
399,107,884

11,422,143

't,294,878,947

19,797,196

3,375,000

2,979,099,752

298,525,911

13,720,024

1,124,833,688

14,956,881

2.412,500

Net for the oeriod 5,896,203,691 4,433,548,757

A total of 90,696 beneflt claims were processed and paid during the year' The amount reporled comblnes the

principal and interest components

8 INVESTMENT INCOME

lnterest lncome (note 8a)

Dividend lncome (note 8b)

Rent lncome (note 8c)

Parking Fees (note 8e)

Notional Rent (8d)

Mast Rent (8f)

lnterest on TPS loans (note 8g)

18,763,912,464

1,296,423,017

861,994,034

119,625,684
't41,348,600

5.170,283

407,089,726

40,M5,647

15,943,248.107

2,685,340,38s

936,915,389

128,592,280

141,348,600

14,483,125

473,625,U8
il,o24,471

Other lnvestment lncome (note 8h)
2l,635,609,454 20,387,577,906

The Fund earned Kes 21.6 billion gross investnent income, or 6% more

impressive performance consirJering th€ effects of Covid-19. Holever, the

as it monitors the situauon going forward.

than the previous year. This was an

Fund's management remains cautious

8a

Treasury bonds

Corporate bonds

Treasury bills

17,965,881

124,734,473

71,405,381

601,890,978

14,367,893,356

360,389,247

299,927,706

915,037,798
Call& Fixed denosils

18,763,912,464 15,943,2o.,107

lncrease in interest eamed fiom treasury bonds is as a result of lncreased investrnent in feasury bonds. The

reduction in interest eamed from corporate bonds and feasury bills i3 as a result of redemption of T.bils and

maturity C. bonds.
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NOTES TO THE FINANCIAL STATEMENTS (Contlnued)

8b DtvtDEND TNCOME

Bamburi Cement Ltd

Absa Bank Kenya Plc

British American Tobacco Kenya Ltd

CFC Stanbic of Kenya Holdings Ltd

East African Breweries Ltd

l&M Holdings Ltd

Kenya Commercial Bank Ltd

Kenya Power4% Preference shares

Kenya Power 7% Preference shares

NCBA Bank Ltd

Safaricom Ltd

The Cooperative Bank of Kenya Ltd

Britam Holdings Plc

Diamond Trust Bank Kenya Ltd

Jubilee Holdings Ltd Ord 5.00

Kenya Re lnsurance Corporation Ltd

KenGen Co. Ltd

Nation Media Group Ltd

Centum lnvestment Co Ltd

Standard Chartered Bank Kenya Ltd

Stanlib Fahari I-REIT

Umeme Ltd

176,678,820

100,086,120

8,123,074

4,327,200

265,697,909

1,050

2,U0
36,232,371

337,664,710

140,951,024

870,075

18,115,866

115,899,319

66,666,962
't9,400,340

5,705,338

144,O',t7,ilg

75,026,206

15,070,440

238,943,766

4,904,160

773,595,921

29,227,529

962,085,148

130,406,442

57,641,051
't8,667,453

3,351,011

3,231,560

12,861,402

14,',t25,920

154,fi7,032
24,250,425

23,427,371

1,296,423,017 2,685,340,385

Dividend income for the year reducad by 52% because of lorv or zero declaration of dlvldend by companies wherc

th€ Fund has invest€d. Many companies gav€ dividend wamings because of supprcssed economic ectivity duo to

Covid-19 pandemic.

2021

Kes

2020
Kes8c RENT INCOME

SSH Nairobi

SSH Mombasa

Brucc House

Mew Park Towers

Hazina Towers

Hazina Trade Centre

Hazina South B

4',t3,323,614

99,036,260

131,622,478

99,107,422

65,803,831

41,918,158

11,182,270

478,083,%7

70,694,058

'177.811.746

1',t't,535,474

58,170,673

25,608,952

1s,010,520

861,994,03,t 936,915,389

Rent lncome decreased by 8% during the year. Tho Covi&1g pandemic atlecbd the Fund's tenanb forclng the

Board to approvo a 3 months waiwr to struggllng tenantg urho expressed thoir n6od fbr a walver.
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8d PARKING FEES

SSH Nairobi

SSH Mombasa

Bruce House

Mew Park Towers

Hazina Torers

Hazina Trade Centre

54,155,100

5,169,900

16,503,000

5,100,000

4,412,333
't7,813,799

16,471,551

19,848,382

3,018,200

19,593,500

4,090,000

4,957,000

17,620,626

59,4U,572
Kenyatta e

{19,625,684 128,592,280

TheT7odecline in parking hes is due to suppressed activities occasloned by the Covid-l9 pandemic.

8e NOTIONAL RENT

SSH Nairobi

SSH Mombasa

Bruce House

Mew Park Towers

Hazina Towers

126,043,680

7,500,480

7123,200

389,760

291,480

126,043,080

7,500,480

7,123,200

389,760

291,480

1,01,348,600 141,348,600

8f MAST INCOME

SSH Nairobi

SSH Mombasa

Mew Park Towers

Hazina Tollrers

2,096,106

824,679

909,478

1,340,020

2,'t86,790

1,080,000

804,800

10,411,535

5,170,283 14,483,125

8g INTEREST FROM TPS LOANS

Staff

Other Customers

46,503,224

360,586,503

53,624,367

420,@1,181

/rc7,089,726 473,625,548

The reduction on interest earned from Tenant Purchase Scheme (TPS) of 167o is as a result of reduced TPS loans

by 13 % as a result of repayment mainly Nyayo Embakasi Estale.

8h OTHER INVESTMENT INCOME

Profrt on sale of houses

Bank balance interest

38,410,663

1,634,984

49,385,138

10,298,005

4.v1.328Other

40.045.647 61.021.471
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

9 FAIR VALUE GAIN ON

Treasury bonds

Unquoted equities

Quoted equities

lnvestment property

(39,360,316)

(1,779,399,057)

(88,929,221)

13,454,920,8',12

500,0m

(1,234,898,293)

(8,922,223,085)

103,600,000

11,547,732,218 194,619,584)
FAIR VALUE GAIN ON REVALUATION

During the year, the Nairobi Securities Exchange 20 share index regained ils position leading to improved valuation

of the Fund's equity ass€ts by Kes. 13.5 billion. However, the bond market experienced a slump performance

yielding a negative valuation of treasury bonds that resulted in a valuation loss of Kes. 1.8 billion. The Fund's

assets are marked to market in accordance to IFRS with IFRS 13 and IAS 26. Being a long-term investor, tho

situation is exp€cted lo correct in th6 long term. The Fund has also increased it Fixed lncome exposer to mitigate

the equity fluctuation.

10 GAIN ON
(113,568,763)

(39,311,478)

211,775,552

T bonds

C bonds

Listed eouities

(20,381,206)

87,099,108

(281,765,000)
Unlisted ities

58,895,311 2l

11 INVESTMENTMANAGEMENT EXPENSE

Fund managers'fees

Custodian fees

Actuarial & investment management fees

Land rent & rates

319,1il,'.172

89,234,020

30,956,539

45,092,232

19,157,1 13

355,665,587

80,405,178

46,882,062

29,6473v
22,283,5*Asset valuation

RBA Lew 5,000,000

508,604,076 534,883,716

lnvestment managoment expense is a diroct expense netted off from in\€sunent income when computing return on

invest'nenl. The main driver is the level of investnent assets and grows with the growth ol assets. Horrever, the

Fund enjoys huge benefits of scale and the cost represenb 0.2'l0lo ol the net asseb.

12 OT}IER INCOME

Profit on sale of PPE

Miscellaneous lncome

lnterest on staff loans

Fines and penalties

Miscellaneous exoenses recovered

35,535,775

6,754,489

35,015,471

4,909,2y
8.218.821

16,337,150

35,374,293

25,068,636

5,942,822

615.000

90.€3.789 83.337.900

Other ancome represents miscellaneous receipls eamed by the Fund mainly hom inter€st charged on stiaff loans,

fines charged on customers who issue unpaid cheques and other miscelhneous charges and disposal of property,

plant and equipment items. Kes.3s.Smillion was eamed from sale of fully depreciated motor v€hkies and other

items.
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13 STAFF COST

Salaries and Allowances

Pension and Gratuity

Medical Expenses

Staff Welfare

lnsurance

3,118,060,992

359,327,364

287,442,670

57,339,138

33,421,424

56,008,980

3j01,469,222
363,004,002

266,753,120

50,884,247

31,387,273

6,s07,994lncrease in provision for leave oav
3,911,600,568 3,820,005,857

There was marginal increase ol 2o/o in staff cost mainly due to lncrease in provision for leave pay, medical

expenses due to Covid-19, staff welfare, and retentlon of intems for periods longer than planned to assist in

running of operations following the government directive for staff above 58 staying home and use working shifts.

14 GENERAL ADMINISTRATIVE COST

Trustee' Emoluments

Travelling Costs

Transport Costs

Rent Expense

Printing, Stationery and Photocopying

Postage, Telephone and lnternet Expenses

Elecfricity, Water, Security and Conservancy

Training Expenses

Repairs and Maintenance

Hospitality Material and services

Consultancy and Professional Expense

Legal Expense

Audit Fees

Finance Expense

SS Policy Development

General lnsurance

AGM Expenses

ISO Expenses

Advertising and Publicity

Marketing expense

Corporate Social Responsibility

Other Administrative Expense

Project claims

Depreciation

Amortisation

19,687,797

172,282,021

30,639,051

290,480,876

34,886,845

112,041,001

90,577,086

51,326,023.
192,007.944

1,457,456

8,830,534

26,212,531

9,280,000

23,683,945

15,969,236

23,523,229

1,350,000

42,007,947

I,64,0,292
21.925,521

24,483,981

120,865,432

871,697 ,122
267.877,509

64.789,762

39,505,3A1

144,475,247

36,397,546

288,515,246

28,246,829

78,391,575

74,532.793

67,910,485

152,843,671

2,717,139

32.627,980

102,089,190

8,000,000

25,888,569

135,060

20,866,893

2,884,538

24,805,720

35,225,113

30,648,104

21.833.927

106,217,525

245,348.727

626,173

2.627.523.139 .570-733-413

Therc was an overall 53% increase in operating expense mainly due payment of project claim of Kes.871 million to

the contractor building tre Hazina Trade Centre. On other items, there was a reduction in operating cost of Kes. 41

mlllion or 3% compared to the previous year.

t5 NTS

lncrease in provision for doubtful debts 129,778,U3 16.683.683

129,778,U3 16.683.683

Provbion relato to TPS debto6, Rent debtors and Conbibuuon debtors (unpaid chequos).
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16 CASH AND BANK BALANCES

Cash balances

CFC Stanbic Bank

Cooperative Bank

Kenya Commercial Bank

Mpesa

National Bank of Kenya

977,793

4,913,588

140,093,998
(206,903,663)

48,963,410

368,043,370

214,312,483

91 8,1 63

5,331 ,129
(88,747,194)

(761,809,391)

536,626,383

170,291,327

203,186,597Standard Chartered
571,000,978 65,797,015

The amount represents bank accounts ledger balances at the closure of the financial year.

17 DEPOSITS

Call deposits

Fixed deDosits

3,700,931,000

4,668,389,000

6,793,000,000

8,852,705,000

8,369,320,000 15,645,705,000

MOVEMENT

Opening balance

Additions during the year

15,645,705,000

62,419,589,268
69,695,974,268

9,659,178,400

95,624,186,677

89,637,660,077Reductions durino the

Closins balance 8,369,320,000 15,645,705,000

The call and fixed deposits have been placed in a cross section of banks as represented on note 17a and 17b

below.

17 a CALL DEPOSITS (Held to Maturity)

ABSA Bank Ltd

Stanbic bank

Cooperative Bank Ltd

Equity Bank Ltd

KCB Bank Ltd

National Bank of Kenya
NCBA Bank Ltd

132,200,000

255,200,000

1,121,239,000

1,685,692,000

88,600,000

120,000,000

418,000,000

1,280,000,000

1,796,500,000

68,800,000

2,000,000,000

1,527,700,000

3,700,931,000 6,793,000,000

t7 b FIXED DEPOSITS (Held to Maturity)

ABSA Bank Ltd

Cooperative bank

Equig bank

l&M Bank Ltd

National Bank of Kenya
SBM Bank Ltd

Kenya Commercial Bank

NCBA Bank Ltd

Stanbic Bank Ltd

Chase bank

lmperial bank

1,263,000,000

328,505,000

2,000,000,000

8,750,000

100,000,000

400,000,000

568,134,000

17,029,329

206,126,260

400,000,000

1,558,800,000

2,324,505,000

500,000,000

17,500,000

166,000,000

1,843,900,000

2,042,000,000

17,029,329

206j26,260
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Less: Provision for doubtful deoosits

4,891,544,588
(223,155,588)

9,075,860,588
(223,155,588)

4,669,399,000 8,852,705,000

Maturity analysis:
Already due
Maturind within 90 davs

223,155,588

4,668,389,000

223,1 55,588

8,8s2,705,000

4,891,544,588 9,075,860,588

The provision of Kes 223,155,588 relates to the remaining amounts of deposits placed in lmperial Bank ol Kes

206,126,260 and Chase Bank Kes 17,029,329. These banks were put under statutory management by Central

Bank of Kenya (CBK). To date 76% or Kes 52,970,671 held in Chase Bank and 21% or Kes 53,373,741 held in

lmperial Bank has sinc€ been recovered. All fixed deposib will mature within 12 monhs.

18 T. BILLS 
'SUMMARY 

AND MOVEMENTI

Balance at the beginning of lhe year

Additions

Proceeds on maturitv/disposals

2,002,681,495

1.296,206,147
(2,088,490,842)

5,994,518,873

2,126,167,460
(6,118,004,838)

Balance atthe end ofthe vear '1,210,396,800 2,002,681,495

Maturity Analysis:
Between 0 and 90 days

Between 91 and 120 days

Between 12'l and 180 days

Between 181 and 365 davs

1,602,'t80,370

31s,331,335

85,169,790

1,210,396,800

1,210,396,800 2,002,681,495

The efieclive weighted interest rate on treasury bills was 8.9oAtor 2021

19 T. BoNDs(SUMMARYANDMOVEMENT)

Balance at the beginning of the year

Additions

Proceeds from disposaUredemption

Add: Fair value gain/(loss)

124,284,783,962

39,773,201,005
(9,338,197,468)

(1,779,399,057)

105,033,078,822

30,558,750,000
(10,072,146,567)

(1,234,898,293)

152,9'O,388/43 124,294,793,962

Maturity Analysis:
Wthin 1 year

Between l and 3years
Between3and5years
Between 5 and 10 years

8,540,213,781

20,731,344,091

15,195,879,975

il,75/.,615,179

6,817,279,502

24,565,972,827

18,439,436,126

45,121,199,959

Between 10 and 20 years 48,441,931,214 26,164,077,775

More than 20 years 5.276,404,203 3,176,817,773

152,9'rc,388/{43 124,284,783,962

Treasury bonds rcpresenl 49o/o of the Fund's total assets and eamed 70% of toEl investnont income. The Fund
increased its Fixed lncome exposer to mitigate the equity flucfuation that erodod value because of a poor run at the
Nairobi Securities Exchange.

20 CORPORATE BONDS

CBA Fixed Medium Term Note

EABL-FXD 02120171005

FM FXD 5.5YR Bond

FXDCHASE2Ols

lmperia 5.25YR FXD Bond

Family Bank 5.5yr Bond

534,700,000

132,200,000

904,451,157

4't0,599,016

489,701,410

315,611,052

s34,700,000

132,200,000
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REALPPLESYRFXD Note 183,693,4'10 183.693.405

1.755.0'14.567 2.066.s04.883

Less: Provision for doubtful bonds

FXDCHASE2Ol5

lmperia 5.25YR FXD Bond

534,700,000
't32.200.000

534,700,000

132.200.000

1.088.144.567 1.399.604.883

MOVEMENT

Balance al the beginning of the year

Purchases

Disposal/redemption

Add: Fair value gain/(loss)

2,066,504,882

904,500,000
(1,176,600,000)

(39,360,316)

7,807,297.O38

(5,s99,693,950)

(141,098,206)

Less: Provision for doubtful bonds

1,755,044,566

666,900,000

2,066,504,882

666,900,000

1,088,144,566 1,399,604,882

Provision relates to lmperial bank and Chase bank bonds. These two banks wore put under statutory management

by CBK.

21 ACCRUED INCOME

Accrued Dividend lncome (2'ta)

lnterest from T. bills and bonds (21b)

lnterest from Call and Fixed Deposits (21c)

2il,491,2U
4,408,582,056

125,1 1 9,339

14,156,116

1,235,610,522

3,438,004,280

1,370,367,388
39,784,780lnterest from Coroorate Bonds I21d\

1,812,U8,744 G,083,766,970

a6sr
receive all accrued income within the first six months of 202112020 financial year.

21a ACCRUED DIVIDEND INCOME

Bamburi Cement

KenGen Co. Ltd

Jubilee Holdings Ltd Ord 5.00

Nation Media Group

Standard Chartered Bank Kenya Ltd Ord 5.00

Britam Holdings Plc

NCBA Bank Ltd Ord 5.00

Centum lnvestment Co. Ltd

CRDB Bank Plc

Safaricom Ltd

Stanbic Bank Uganda

Diamond Trust Bank Kenya Ltd Ord 4.00

Kenya Re-insurance Corporation

Umeme

176,678,820

63,217,810

773,400
4

2,855,800

4

127,831,442

57,641,051

25,1U,818
7,062,960

15,210

962,608,748

77,879
18,667,455

6,508,895

27,206,261

15,210

10/.,020

77,879

18,115,866

5,70s,338

Less: Provision for doubtful dividend

264,688,347

197,1'13

1,235,610,522

264,491,231 1,235,610,522
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21b lnterest from T. bllls and bonds

Treasury bonds

Treasury bills

4,387,o/.',t,121

21,540,93s

3,311,859,568

126,144,7'.t2

4,408,582,056 3,4}8,00tl,280

99.5% of accrued interest income is from gov€mment securi0es presonting zero risk on collection.

21c lnterest from Call and Fixed Deposlts

ABSA Bank Ltd

Co-op Bank Ltd

Equity Bank Ltd

l&M Bank Ltd

KCB Bank Ltd

-NBK Bank Ltd

NCBA Bank Ltd

SBM Bank Ltd

Stanbic Bank Ltd

665,515

20,985,430

25,911,235

6s,095,890

6,852,637

1,531,418

4,077,214

3,600,822

39,855,791

47,748,117

729,452
2,10',t,742

1,240,438,356

33,290,580

1,960,336

u2,192
125,119,419 1,370,367,388

21 lnteresl from Corporate Bonds

CBA FIXED MEDIUM TERM NOTE

CON.BD-FXD(SN/201 2/7Yr

EABL-FXD 02t2017t005

Family Bank 5.5yr Bond

NIC MEDIUM TERM NOTE

REALPPLEsYRFXD BULLET NOTE

1,615,179

12,540,938

2,258,011

274,901

16.807.644

8,164,025

2,082,074

10,198,125

14,156,116 39,784,780

22 STORESANDSUPPLIES

General offi ce stiationery

Oflice and computer accessories

Tools and electrical accessories

Safety materials and clothing

Hospitality materials

Motor vehicles spares

Total inventory

64,610,735

10,7U,023
402,927

349,1 18

3,007,608

150,460

66,671,799

10,309,053

574,329

238.788

3,0't9,617
't50,460

79,304.,872 80,964,046

Stores and supplies represent the value of ltems of stationery, consumables and other materials held in
the stores as at 30 June 2021. A stock-take to ascertain the value is canied at the end of every financial
year and reconciliation canied out.
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23 RECEIVABLESANDPREPAYMENTS

2021
Kes

2020
Kes

Rent debtors

TPS debtors

Deposits and advances

Prepayments

Contribution debtors (23a)

Taxesreceivables (23b)

Unpaid Cheques

ECASSA debtors

Mutula Kilonzo

Commuted pension

Staff mortgage loans

Other loans

Advances and imprest

Staff Car loan debtors

Lloyd Masika Ltd

City Council of Nairobi

Staff pension debtor

1,001,072,176

713,690,523

476,330,955

13,767,746

232,794,908

933,170,598

79,813,505

5,015,000

770j09,437
813,046,865

555,918,674

17,112

(65,603,283)

930,494,834

76,364,385

9,21 1 ,610
5,015,000

2,64s,193

6,919,827

2,730,391

2?,134,327

27,930,096

4,787,000

2,474,000

4,587,969

624.143.730

6,917,601

2,519,265

28,308,206

2',t,818,023

4,787,000

2,474,000

4,587,969

780,774,369Service Charge Debtors (23c)

Total Recelvables and Prepayments
Less: Provision for bad debts

Net Recelvables and Preoavments

4,307,841,845 3,793,927,167
(234,880,612) (105,102,269)

4.072.561.2?3 3.688.824.898

Genera! provlslons
TPS Debtors

Rent Debtors

Speclflc provlslons
Nakumatt Holdings

LEVS Trading Company Ltd

Sokomania Ltd

Prepayments

Commuted pension

Staff pension debtor

ECASSA debtors

City Council of Nairobi

Mutula Kilonzo

Lloyd Masika Ltd

Bounces cheques

21,410,716

27,348,858

48.

36,818,400

25,854,475

26,770,690 
fi,.1;

- 2,645,193

4,587,969 4,s87,969

2,474,00; z"i'^:,Tr?t
s,015,000 5,015,000

4,787,000 4,787,000

79,813,505 76,364,385

186,121,038 ',!0lJ!2109
Total Provlslons 234.880.612 105,102.269

The provision relates lo long ouEtanding items whose recoverabllity has been Judged to be doub$ul. Efiort to

recover is ongoing but the provislon ls to ensure that the ffnancial statements do not overstate tho financial position

of the Fund.

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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23a Contribution debtors
Outstanding for less than 30 days 950,893,829

(718,098,920)

718,098,920
(783,702,203)of the

Outstandlng for lees than 30 days

Outstandino for more 30 davs orevious vear
232,794,908 (65,603,283)

Contribution debtors relates to contributions received or accrued 15 days afler the close of a financial year but

adjusted for timing differences. Due dat6 for contribution is 15h of the subsequent month after payroll deduction

which crosses over afler year end closure.

23b Tax Recelvable

Tax refund due from KRA (1996,1997)

Other tax receivable

904,903,717

28,266,881

904,903,717

25,591,117

Total Outstanding 933,170,598 930,49'[,834

Out of lhe tax receivable of Kes 923,160,277, Kes 904,903,717 relates to an income tax return of Kes

1 ,067,606,204 filed in 1996 later established that an amount of Kes 493,257,328 was overpaid and a further Kes

411,646,389 income tax inadv€rtently paid to KRA in 1997 when the Fund had become income tax exempt in

accordance with Section 45 of the First schedule of lncome Tax Act Cap 470 which came into effect on 18 June

1996. The incidental refund of the same has remained outstanding and in 2019/2020 financial year, the same

continues to be recognised as a debt.

of K6s 717 is
Year
The

1996
I 997

Overpayment based on drafr accounts

Overpaid based on the Finance Bill 1996 which was difior€nt from Flnance

482,613,355

14't,530,376

KRA is 90

The amount of Kes 25,825,387 relates to Kes 19,096,247 withholding tax on interest withheld by various banks and

Kes 6,494,870 low interest tax.

23c Servlce Debtors

Opening

lncrease in the year

Decrease in the year

't43,730

156,630,639

Amount (Kee)

493,257,328
41 1,646,389

Prior
780,774,369

charge debtors relate to
service charge after service charge audit.

provid6 servicos to recoveed ffom future

A STAFFLOANS
245,915,928230,590,974

245,9't5,928

The Fund op€rates internally a straff car loan scheme at 4% interest repayable in 6 yeaB' The amount relabs b th6

outstanding principal amounts. lnterest charged ls recognised under other incom6.

25 TPS LOANS

TPS Loans-held by NSSF Employees

Public

826,919,356

2,817,701,550

941,040,064

3,103,029,138

4,044,059,201

neO owneG.
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National Social Securtty Fund
Annual RegorB

NOTES TO THE FINANGIAL STATEMENTS (Continued)
26 STAFF MORTGAGE SCHEMES DEPOSITS

KCB (Mortgage Security deposit and Revolving
Funds)
Housing Finance

National Bank of Kenya

1U,201,817

628,646,785

4il,573.228

73,643,862

514,811,649

413,664,730

1,227,421,830 '1,002,120,242

deposits are made up of deposits and balances

accounb. The Fund has a staff mortgage advanced at 5% interest to staff.

the facillty according to the Human Resource Policy.

No. of
units

revolving funds
cadres of staff enioy

27 UNOUOTED

Consolidated Bank Ltd
i. 4% Kes. 20 Cum preference shares

ii. Kes.20 Ordinary shares

UAP Holdlngs Ltd @ Kshs 144 per share

Fanisi Fund ll

8,050,000

2,225,000

1 ,'t 't 8,460

338,572

161,000,000

86,6%,264
161,058,240

fi,452,lU

161,000,000

86,694,2M
249,987,461

16,291,130

/t45,204,538 513,972,854

MOVEMENT

Opening balance

Additions during the year

Gain(loss) on revaluation

513,972.854
20,'t61,0M

(88,929,221)

1,679,927,974

9,044,880

(1,175,000,000)Reduction durinq the

Closinq balance 445,204,638 513,972,854

Consolidated Bank was valued in 2012 al a point when there was an expression of interest to purchase the Fund's

stake. Given the nature of the bank, and the prevailing market conditions, it is prudent that it is retained at cost as

opposed to reflecting the values obtained in 2012. Fanisi Fund ll is a private equity fund. Private Equity

investnenb are made in a manner such that the Fund made a commitment to invest $1 Million and the funds are

only drawn down as Fanisi makes investments. The valuation can therefore only be carried out after the Fund has

finalized making investrnents. The amount in the financial statements is therefore what has been drawn down. UAP

shares have been revalued using Geghis Capital Over the Counter (OTC) price as at 30h June 2021.

2s OUOTED EOUITIES

Balance at beginning ofthe year

Purchases

Sales

Less: Fair Value gain(loss) on valuation

52,543,439,582

1,690,639,935
(1,033,876,285)

13,4.'4,920,812

52,750,355,185

12,014,831,029
(3,299,523,544
(8,922,223,085\

Balance at end of the year 66,655, 124,043 52,543,439,582

The Kes 13,454,920,812 billion is as a result of improved equity prices at the Nairobi Securities exchange reflecled

on the fall of the NSE 20 share index equity markel Being a long-term investor, short t€rm price ffucluation will be

congc-ted over time. The Fund has mitigEted the equity fluc'tuation by increased investment in government

secudties.
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National Social Security Fund

NOTES TO THE FINANCIAL STATEMENTS
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29 iIOVEMENT

Opening balance

Additions during the year

Reducuon/disposal during the year

Gain/(loss) on revaluation

34,951,205,651

280,151,628

1229,789,337)

s00,000

35,03s.285,136

100,435,376

(288,114,862)

103,600,000

Transbr to A.sset under

(27s,00o,000) (27s,m0,000)

34,676,205,651
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Additions during the year
lnveslmenl prcperty Blatcs

Annud td Frnarrc,,l Sf,tq,E,fts br lhc qrdodJune m21
to Apailments Phsse 6. Dleposal of

b sale of houses in Nyayo Embakasi 8nd Milimani Executive Apertnenb. lmpairment
relates lo Forest Edge plot end Upp6r Hill Plot whose tite was revoked by he Natonal Land Commlssion.

30 ASSETS UNDER
Mavpko Project

Tassia Scheme

Hazina Trade Centre

Field Offce Refurbishment

Nyayo Embakasi

SSH Nairobi lransformer
SSPAS Reimplementation

ICT Server upgrades

EDRMS System

SAP Additional Modules

Bamburi Plot

Branch Generators

Mavoko Plot

Parking Silo Generator

Parking Silo Lift AVS
Bruce House Lifts

ND(TECH Network

Propefi Repairs

SSH Data Centre

SSH Gym Centre

1,805,621

105,158,476

4,282,604,715

63,006,715

7.573,110

1,805,621

105,158,476

3,585,338,565

41,861,7U
277,151,628

7,573,110

192,490,765

55,970,380

148,/167,834

179,699,848

197,000

1,365,016

24,%2,222

295,245.453

214,074,370

3,193,280

7,432,'t51

26,962,222

4,706,684

1,334,000

21,836,360

31,029,173

37,470,sU
47,236,277

2,065,965

NetAmount 5,152,734,819 4,621,018,210

MOVEilENT

Opening balance

Additions during the year

Tramfer of complete assets

4,624,0/,8,230

1,0il,30s,362
525,618,773

3,177,008,287

1,447,039,943

Clorlno balrrnce 5,152,734,819 4,62t1,048,230
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d*fratdJm.30.fr:21

'1 [.ussr

Flt$ng3

Ket

Solwal!

Kel

Tot!lt

Ker

Motor Vehlclc

K.s

IGT

Kas

Fumlture

Krs

Equlpmont

Ker

r I 8,r05,542

1 78,980

(1 52,e1 I )

570,368,8E1 1,588,008,. ''
98.049,.

(1 28,47E,396)

530,456,3a7

50,037,750

(50,712,557)

1,616,646,5,17

35,5E0,730

(41,528,01 5)

307,75E,983

3,773,501

(6,1 83,950)

435,672,319

2,478,255

(29,870,923)

116,131151r 57O,to8,AOl 3,557,5791481,610,609,268 305,370,533 40E,278,655544,751,500

1't E,131 ,611

I 38.S92

570,368.881

r92,490,75E

3,557,579,448

444.058,594

898,237,344

544,751,500

15O,473,492

125,?32,fi7

1,610,59S,265

I 02.1 61,01 5

681.923,839

305,370,533

15,351,170

51,9rl,1E8

408,279,655

3,443,160

30,1 03,929

1 18,270,502 752,159,545 3,103,.O0,6361,010,9r5,444 268,722,515 372,610,EE5549,892,605

45,665,964

1 52,91 1

14,963,0E5 626.173

568,542,542 2,8s9/{12,558
126,398,300

245,571,5C1

114,O71$38

50,742,557

49,507,756

1.302,437,701

41,528,015

r36,977,230

209,2/t3,902

8,178,557

17,018,495

288,317,521

29,794,219

26,282,154

51,376,128 569,'t68,715 2,976,989,15942,64tt,W 1,397,t86,924 220,68:1,8{O 2E5,033,45s

51,375,12!

14,920,682

559,156,715

u.7E9.762

2,976,96t,159
897,943,759

332,6o7,270

14.2,64{J,O97

125,232,387

68,21 1.180

1,387,185,r24
681,923,829

141,028,864

220,68:!,840

51 ,708,'t 69

19,23't,38E

285,031,r155

39,079,364

25,887,394

633,958,477 2,111,712,670E57,689,949 18E,207,058 27l,E4l,rlE5 76,29€,t103E3,llE,E90
1,200,155 5!O,590,2t9212,t12,v4 84,664,594 123,246,199 56,755,463101,91l,/l03

100,7n,q0 41,973,793 12E,9t 4,169 69r,66E,029166,173,715 t73,3'06,695 80,515,457

Openlng carrylng value as at 13t July 2019

Addillons Durino ths year

Dlsposal

Closlng !a rt Juno

value as at 1El July 2020

Additl,ls During the year

Disposal

carylng rt st 30 June

Openlng b.llncc es at t6t July 2019

Olspo3al

Charge for the year

ReclassmcaUon to Low asset valuG

aa

!s Bt 13t July 2020

DiEposal

Charge 6r the year

Reclasslllcalion to Low asset value

blllnco aa at

at
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National Social Security Fund
Annuat Reporls and Flnanclal Statqn.nls for the yar anded June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Contlnued)
Propefi, plant and equipment include the following items that are fully depreciated

CLASS

lT Hardware

Motor Vehicle

Office Equipment

ffice Furniture

Fitting & Furnishings

32 PAYABLESAND

2021

Kes

Annual
Depreclatlon

405,262,327

59.031,411

19,056,,149

16,352,829

8,628.918

508,331,933

2020

Kes

Cost

1 ,215,786,980

295,157,053

190,564,495

130,822,633

43,144,588

1,875,175,748

Payables due to Vendors

House Purchase deposits

Tassia infrastructure deposits

Sundry oeditors and accruals (note 32 a)

Statutory deductions

Retumed benefits

173,047,633

279,791,295
322,377,850

290,271,246

659,893
266,336,140

99.207.090

320,002,494
444,447,625

496,606,162

254,255,il3
2.093,585

268,740,624

Provision for leave nav and oratuitu (note 32 b) 13 198 to
1.431.691.147 1.8293e-113

gza Analysls of Sundry Creditors and Accruals

Tax Payable

Rental deposits

Provision for audit fees

TPS Sundry Creditors

50,030,696

221,172,@0
17,280,000

1,788,490

42,214,754

202,252,299

8,000,000
1.788.490

290.271.216 281.255.il3

32b Provision for leave pay and gratuity

lncrease during the period

Reduction in Provision leave pay

43,198,110
56,008,980

36,690,116

6,507,9S4

99,2O7 ,090 43.198.110

33 Taxatlon
According to Section 45 of the First schedule of lncome Tax Act Cap 470 effective 18 June
1996, tha Fund is exempted from taxation. According to lncome Tax (National Social

Securig Fund (Exemption) Rules 2002, ettective 1 July 2002 the Fund shouH comply with
certain regulations for it to remain exempted.
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National Social Security Fund
Annual Rqotls'
NOTES TO THE FINANCIAL STATEMENTS (Continued)
34. Compliance with retlrement beneflts act
ln compliance with Retirement Benefrts Act, NSSF maintains employer contribution clearing
accounts where tota! contributions are posted from employers to the credit of member
accounts for benefits payment upon qualification as per the Act. During the year, the
contributions in transit balance increased from Kes.439 Mlllion as at 30 June 2020 to
Kes.3.932 billion as at 30 June 2021.

35. RELATED PARTY DISCLOSURES
lncome Eamed from Related Partles

Kenya Commercial Bank - Dividend income 265,697,909 656,620,568
7.127.897NSSF SACCO Ltd-Rental lncome 7, 127.A97

663.748.465

The related party lncome includes rent and dividend income earned during the year

b. Board of Trustees and Exoenses
Board Exoenses 797 39.505.364

19,687.797 39.s0s.364
c- Emoloveee

Tenant Purchase Stafi Loans
Car Loans
Advances and lmprest

826,919,3s6
230,590,974

28.308,206

941,040,064
245.915,928
23,152,846

37
a)

1.085.81 8-536 t-2{o-t08-838

The Fund provides qualifying employees with car and housing loans on terms more
favourable than the market rate. The benefits obtained by staff are subjected to income tax
as required under the Kenya lncome Tax Act.

Contingent assets and liabilities
Contingent Assets
ln the financial yeat 201212013, The Board of Trustees approved exclusion of
impaired assets from the Financial Statements. The cases to recover the assets are
being pursued in courts of law and the current status of the cases is as follows:

Properties in Gazetted Areas
The Fund acquired investment properties in gazetted areas in New Muthaiga L.R.

No.209t12274 measuring 18.41 hectares (located within Sigiria Block which is part of
the Karura Forest Reserve), Ngong Road L.R.Nos.20840 and 20841 lying next to
Lenana School (part of Ngong Forest).

New Muthalga
The Fund filed a case under (formerly 147 o12004) NSSF Board of Trustees VS-
Kitisuru Limited and Geoffrey Chege Kirundi, Mike Maina Kamau, Commissioner of
Lands and Attorney General. The case is ongoing and is at hearing Stage. EACC is
currently investigating the mafter.
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National Social Security Fund

NOTES TO THE FINANCIAL STATEMENTS (Continued)
Ngong Road Plot LR. Nos.20840 & 20841
The Fund filed a case in court under Milimani HCCC NO. 162 of 2005 NSSF vs
Kerios Farm Ltd. The case is ongoing. On 15 July 2014 EACC wrote to the Fund
informing it that it is investigating the matter. The title to the property was revoked
vide a Kenya Gazette Notice No.3640 dated 1 April2010. As perthe Gazette Notice
revoking the title, the parcel of the land had been reserved for public purposes and

the allocation was therefore illegal and unconstitutional. The Fund was not given a
hearing or any formal notification of the revocation of title.

The Fund is engaging the Chairman, National Land Commission and the
Commissioner of Lands seeking for the reinstatement of the title of L.R.
No.209/11642 and no positive reply has been received to date. As at 30 June 2015,

the valuation of the land stood at Kes.115 million.

ai. The amount of Kes.251,516,000.00 invested ln Euro Bank
An amount of Kes.251,516,000.00 invested in Euro Bank and expected to have
matured on 28 February 2002 had not been redeemed, as the Bank was placed

under receivership in 2003.

The Fund initially won the case against Shah Munge & Partners and was awarded
Kes.258, 133,333.00. ln 2013, the Fund identified 5,250,000 NSE shares valued at
250,000,000.00 belonging to Shah Munge, but another company by the name
Southern Bell Ltd went to court claiming ownership of the shares.

The company lost the case blocking the Fund from selling the 5,250,000.00 shares
for Euro Bank valued at Kes.250, 000,000.00. The Fund sold the shares including a
bonus of 17,500,000 shares for Kes. 92,681 ,284.40, out of which Kes. 23'523 '743.30
was retained and paid out as legal fees and other costs.

Rentallncome
Rental income amounting to Kes.30, 681,000 collected from tenants in Bruce House,
Hazina, Viewpark Towers and Nyayo Estate by various property agents had not been

remitted to the Fund as at 30 June 2020. Eftorls to implement a court decree in

favour of the Fund entered by consent vide HCCC No.859 of 1997 have not been

successful and on 14th July 2014 the matter was picked by the EACC for
investigation. The Fund lawyers are trying to trace the assets of the company.

lv. Dlscount Securltles Ltd
The amount of Kes.1, 20'1,143,000 in respect of shares purchased through Discount
Securities Limited. The matter is before the Anti-Corruption Court - Milimani -
Discount Securtties Case File No.141126712010, Court File No. ACC 15 of 2010
(Republic-vs-Francis Moturi Zuriels & Others), Fund witnesses are giving evidence.
Recovery of the amount is still being pursued through the Court Case ACC 15 OF
2010 filed by EACC against the suspected culprits. The case is ongoing'

vaf
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Annual Repotfs and Flnancial Statqrrqrts for lhe vsr eoded June 30, 2021

t.

NOTES TO THE FINANCIAL STATEMENTS (Continued)
v. Gash Losses Westlands Branch Fraud (cash losses)

The amount of Kes.7,243,030 was lost through fraud at the Branch. The mafter is
before a court of law for determination though fully provided for in the Financial
Statements for 30 June 2015. The case is ongoing.

vi. Kenya Gollege of Medicine
This tenant at both Hazina and View Park Towers presented fake cash deposit slips
for receipting that were subsequently discovered. The case is before a court of law
and the amount of Kes.9,327,627 in question has been provided for as contingent.

vll. Gontrlbutlon Arrears and Penaltles as at June 2021
Contributions receivable estimated to be Kes 7,689,702,662 have not been included
in the financial statements. This comprises of mandatory contributions of
1,633,972,864 and penalties of 6,055,729,797. These contributions are based on
estimates made on employer and the outstanding penalty is estimated based on
previous late payments. The Fund is involved in recovery efforts through alternative
dispute resolution, court action, and lntergovernmental Relations Technical
Committee (for cases involving defunct local authorities).

b) Contingent Liabilities
The major cases that may give rise to contingent liabilities during the year are as follows:

Nyayo Estate Embakasi Phase Six
Nyayo Embakasi Residents Association (NERA) instituted legal proceedings in the
High Court of Kenya at Nairobi Environment and Land Division ELC NO.1170 ot 2014
seeking to stop construction of the project because of environmental concerns. This
has resulted in delay in completion of the works and this has led to the expiry of the
Bank guarantee and the mobilization fee of Kes. 215,540,774.00 is at risk. The value
of work done is thus KES 274.7 million against the payment of Kes 227.9 million. This
implied that the Fund's exposure is KES 168.7 which will be claimed based on the
terms of the contract.

ii. Nyayo Estate, Embakasi (Mugoya Construction)
Mugoya Construction Company Limited has sued the Fund claiming Kes.7.058 billion
against a counter claim by NSSF of Kes.9.873 billion. lncluded in project costs for
Nyayo Estate, Embakasi and the counter-claim are questionable payments of
Kes.324.356 million made to Mugoya Construction Company Limited without
security. The Fund is of the opinion that the possibility of Mugoya Construction
Company Limited succeeding is remote. These and other matters relating to dealings
with Mugoya Construction Company Limited are under arbitration for determination.

However, full provision of Kes. 324.36 million was made in the 2008/2009 Financial
Statements. To date, the arbitration process is still ongoing.
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NOTES TO THE FINANCIAL STATEMENTS (Gontlnued)
38. Financial risk management pollcies

The Board of Trustees has overall responsibility for the establishment and oversight
of the Fund's risk management framework. The Board of Trustees has established
various Board committees, which are responsible for developing and monitoring the
Fund's risk management policies in their specific areas.

All Board committees report regularly to the Board of Trustees on their activities. The
Fund's risk management policies are established to identify and analyse the risks
faced by the Fund, to set appropriate risk limits and controls and to monitor risks and
adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions, products and services offered.

The Fund, through its training and management policies and procedures, aims to
develop a disciplined and constructive control environment in which all employees
understand their roles and obligations.

The Audit & Risk Committee is responsible for monitoring compliance with the Fund's
risk management policies and procedures and for reviewing the adequacy of the risk
management framework in relation to the risks faced by the Fund. The Committee is
assisted in these functions by Audit & Risk department which undertake reviews of
risk management controls and procedures, the results of which are reported to the
Audit & Risk Committee.

The Fund's financial risk management objectives and policies are detailed below:

a) Significant Accounting Policies
Details of the significant accounting policies and methods adopted, including the
criteria for recognition, the basis of measurement and the basis on which income and
expenses are recognised, in respect of each class of flnancial asset and financial
liability are disclosed in note 1 to the FinancialStatements.

b) Financial Rlsk Factors
The Fund's overall risk management programme seeks to maximize the returns
derived from the level of risk to which the Fund is exposed and seeks to minimize
potential adverse effects on the Fund's performance. The management of these risks
is canied out by the Management and Fund Managers under investment policies
approved bythe Board ofTrustees.

c) Foreign Currency Risk
The Fund does not hold any of its bank balances in foreign currency. The fluctuations
in cunency exchange rates therefore do not expose the Fund to foreign cunency risk.
IFRS 7 considers the foreign exposure relating to non-monetary assets and liabilities
to be a component of market price risk not foreign currency risk.

However, Management monitors the exposure on all foreign currency denominated
assets and liabilities.
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NOTES TO THE FINANCIAL STATEMENTS (Gontlnued)

d) Liquidity Risk Management- 
The Fund is exposed to daily operational payments and payment to claims payable

balances. Liquidig risk is the risk that cash may not be available to pay obligations

when due at a reasonable cost. The Fund sets limits on the minimum proportions of
maturing funds available to meet such calls and unexpected levels of demand.

Uhimate responsibility for liquidity risk management rests with the Management of the
Fund, who have built an appropriate liquidity risk management framework. The Fund

manages this risk by maintaining enough funds for its operations through continuous
monitoring of forecast and actuat cash flows. ln order to manage the Fund's overall
liquidity, the Management monitors the Fund's liquidity position on a daily basis.

The contractual maturities of financial liabilities are shown below:-

As at 30 June, 2021

lnvestment Assete:
lnvestments at quoted market values

lnvestments at estimated fair

Other assete:

lnventory
Receivables & Prepayments

Accrued lncome

Staff Mortgage Schemes Term Deposits

TPS loans

Staff Car loans

Assets Under Construclion
Plant and

Total Aesets
Llabilitles:
Accounts

Net Assets

Liquidity Risk

39. Gurrency
The Financial Statements are presented in Kenya shillings (Kes).
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Total
Kes

Over l2 Months
Kee

Less than '12 Months
Kes

221,894,053,852
,14,112,593,558

79,30/.,872

4,072,961,233
4,812,348,744

1,227,421,830

3,644,620,906

230,590,974

5,152,734,819

691,688,029

220,683,657,052

35,172,272,579

79,304,872

1,227,421,830

3,6,14,620,906

230,590,974

5,152,734,819

69't,688,029

1,210,396,800

8,940,320,978

4,072,961,233
4,812,3/,8,744

285,918,318,817266,882,291,06219,036,027,756

(1,431,691,147)(1,431,691,147)

284,486,627,670't7,604,336,608 266,8E2,291,062
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conmd p&. of Krh..e,7l5,2l8rf!. n.rtfoG. 0i. roPc d m.tt urls

,r{tuc.d by 2l tloo.' rQdva.nl b 5!!. ot h. odgfrd contrct $..aaa tha co't
rr rdtrd by K$d,t10,365J51 q 30if. Thc *n ol r.ducdoil h too{t wal
b r&ry th. Coodfr Eqdr.il.nb d bn&b 16 hof., oh..xt . NSSr utrtdd

h.vr h.d lo look 6r pddng .pE -.!rr.F.
Thr proFcl hrda nmb.rolotrpb0on drt .rmdonawlt lha nio{tacant rt
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b6 (4) to mzrjh. llm[, hrd obLh.d ! out lr{lltc[on 0l.t rtoPP.d
fngorf,rkte ol 6brl! slltr rp*.r ftry EipLd. IE o0rr.drdoot
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