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Key Entity Information and Management

(a) Bacfunound information

Local Authorities provident Fund (LApruND) was established under the law of Kenya,
The Local Authorities Provident Fund Act, CAP 27Z,on the 5th of July 1960. At cabinet
level, LAPFUND is represented by the Cabinet Secretary for Nation al Treasury who is
responsible for the general policy and strategic direction of LApFUND

(b) Principal Activities

The principal activities of LAPFUND is as stipulated in CAP 272;to establish a provident
fund for certain employees of local authorities; to provide for contributions to the fund
by such employees and authorities, and for the administration of the fund, by a local
Authorities Provident Fund Board; and for matters incidental thereto and connected
therewith.

The Act provides for the establishment of the fund to be credited with:
a. Assets transferred from other Funds
b. Amounts contributed each month by contributors and sponsors
c. Dividends, interest and other incomes accruing from investments of the Fund
d. Sums contributed by lr,cal Authorities (Sponsors) towards the expenses of

management and administration of the Fund
e. Such other moneys as may from time to time be received by theBoard

(c) Keylvlanagpment

LAPruND's day-to-day management is under thel,ocalAuthorities Provident tund Board

(d) Fiduciary lv{anagement

The key management personnel who held office dwing the financialyear ended 3Orh

June 2O2O and who had direct fiduciary responsibility were:



L

local Authmities Provident tund (IAPTIJND)
fumual R€porb and Financial Stateme,lrb

TAPIUND

For the year endedJune 3O,2O2O

1 Mr. David Koross Chief Executive Officer
2 Mr. Bernard Mbogoh Chief Manager-Finance and Investment
3 Mr. Galm Jaldesa Chief Manager- Strategl and B usiness Development
4 Ms. Vercnicah Leseya Chief Manager- Admissions a nd Benefit Administ rat ion
5 Mr. Sylvester Mutie Mana$gr- Research, Strategy and Business Development
6 Mr. David Methu Manager Internal Audit and Risk
7 Ms. Jane Mmasi Manager- Human Resource and Administration
8 Ms. Rhodah Chemashack Manager- Finance

9 Mr. Daniel Kibet Manager- Supply Chai!
IO Ms. Golda Akolo Manager - Admissions and Benefit Administration
11 Mr. Eliud Kiborek Manager- Marketing and Member Recruitment
t2 Mr. Martin Ayoo Manager- Information, Communication and Technologies
t3 Ms. Kellen Njue Manager- Legal Services

(e) Fiduciary Oversight Arraqgements

LAPFUND has put in place key fiduciary oversight arrangements covering:
i) Board Committees

o Risk, Audit & Governance Committee;
o Finance & Asset Committee
o Strategy & Investments Committee and
o Human Resources & Governance Committee.

ii) Transparency and Accountability Gover nance Structures.

(0 Head Quanters

P.O. Ilox 79592 - OO2OO

8th Floor, JKUA'I' Towers,
Kenyatta Avenue
Nairobi, KENYA

Q) Contacts
Telephone: +254 7Og 805 000, +254 709 805 lOO, +254 709 805 7OO

E- mail: info@lapfund.or. ke
Website: rvwrv. la pt u rrcl.or.kc

i. Branch Offrces

C-oast

Znd Floor, Imara tsuilding
Dedan Kimathi Road
Mombasa
Telephone: +254 709 805 300
turonrbasaoff icc

Western
2,d Floor,Almran Plaza
Oginga Odinga Street
Kisumu
'l'elephone: +254 709 805 600
kisrr nr Lroffice((=itlapl'und.or. kc

iiilPage

(Zitlapf'und.or.ke

r)

s/N Name Designation



Iocal Authorities Prrovident fbnd (IAPIUI{D)
Annual Reports ard Financid Statements

LAPFUND

Forthe yearendd, Jwrc30,2O2O

(h) Bankers

South Rift
lstFloor, Polo Centre
Kenyatta Avenue
Nakuru
Telephone: +254 709 805 500
nakur Lrol'f iceG0 lap fu nd.or. kc

C*nfral
lst Floor, Fortress House
Kimathi Way
Nyeri
Telephone: +254 709 805 400
Nye r ioffice fdlapf und.or. ke

Upper North Eastern
Desert Trail Building
Isiolo-Marsabit Main Road
Isiolo
Telephone: +254 709 805 000
is iolool'l'icc(p lapfr-rnd.or. ke

North Eastem
Lllac Centre, 1ST Floor
Off Kismayu Road

Garissa
Telephone: +254 709 805 000
:<arissaoffice((itlapfund.or.ke

Kenya CommercialBank
Gateway Park /Kipande House
P.O Box 27618 - 00506
Nairobi, Kenya

NIC Bank
Kenyatta Avenue
P.O Box 44599-00100
Nairobi, Kenya

Co-operative Bank of Kenya Limited
Co-operative Bank House
P.O Box 5772 - OO2OO

Nairobi, Kenya

National tsank of Kenya
Harambee Avenue
P.O Box 41862 - 0050G
Nairobi, Kenya

(i) IndependentAtrditors

Auditor General
Office of Auditor General
Anniversary Towers, University Way
P.O. Box 30084 - 001O0
Nairobi, Kenya

Our Vision
The preferred savings and retirement benefits provider

OurMission
To receive, prudently invest and manage members' contributions for prompt payment of
benefits for secured retirement.

Our C.ore Values
ln an endeavour to realize our vision and mission, LAPFUND is guided by the following core
values, Customer focus, Teamwork, Continuous improvement, Professionalism and integrity

ivlPage
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IL The Boardof Directors

Hon. IGbando Wa Ikbando
Boad Chairman

Mr. Simon Ieboo Oie lVt;neiat CGW
Boad Member

Hon. Kabando is a specialist in public policy.
He holds a Bachelor's degree in Political
Science from University of Nairobi, and a

Master2s Degree in Public Policy Management
from State Universitv of New York

He is a seasoned politician having served as a
Member of Parliament for Mukurue-ini
Constituency and Assistant Minister for Youth,
Affairs and Sports.

Hon. Kabando is the pioneer Chairman of the
Nairobi Water Company Limited

Mr Morintathas hands on experience of over
24years in Management of Public Affairs and
Administration. Currently, he is the County
Chief officer (pS) in Charge of public Service
Management at the Nairobi City County
Government. He has served as the Deputy
Town Clerk Nairobi County and Town Clerk in
Various Local Authorities.

He holds MBA in Strategic Management and
BA in Government and Public Administration
from the Moi University Eldoret.

Mr. Leboo has been LAPFUND contributing
member number 15194 for the last28 years.
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Flon. Fatuma Salim Nchizumcr
Boad Member

Hon. Nchizumo is a Business Lady and a

seasoned politician with vast experience in
public affairs

She served as a pioneer Member of County
Assembly (MCA) of Kwale. Before then she
served as a Councillor in the defunct County
Council of Kwale.

Mr. Gitonga is an accomplished ICT and
Management professional with experience
spanning over twenty-eight (28) years' in
corpor ate world and entrepr eneurial pr actice.
He has proficiency in Leadership, Human
Resource and F inancial Management.

He holds an MBA in Strategic Management
from University of Sunderland (UK), Post

Graduate Diploma in Management Studies
from Edexcel (UK), Bachelor's degree in
Computer Information Systems from
Universityof Scranton (USA) and aDiploma in
Computer Systems Analysis and Design (ACP,

UK).

He is a Fellow of British Computer Society
(FBCS), a qualified Computer Systems Analyst
and a Certified Information System Auditor
(CISA).

r I

I

BoardMember
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Ms. tinda tr(haemba
Boad Member

Ms. Khaembais anadvocate of the High Court,
with an extensive experience of over 10 years',
specializing in Contract Law., and Alternative
Dispute Resolution.

Ms. Linda holds LL. M (Master of Laws) in
International & Comparative Law from the
University of Pittsburgh School of Law USA,
and an LLB (Bachelor of Laws), from Moi
University

Mrs. Yego is a management professional with
over 15 years' experience in, Hospitality
Business and Education sectors.

She holds a Bachelor's degree in Education,
Home Science and Technology from Moi
University. She is currently pursuing a Master
of Science in Community Nutrition at the
University of Eldoret
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Hon. Rop has been a career civil servant with
19 years of experience.

He holds a Bachelor's degree in Commerce
graduate of Barkatullah University,lndia and
a Master's Degree in Business Administration
from Moi University

Hon. Rop is the rmmediate former Member of
Parliament for Kipkelion West Constituency

Hon. Osman holds aBachelor of Arts degreein
International Studies from the University of
Nairobi

He is a businessman and a former Member of
Parliament

HonJackson Kipkori:
Boad Menber

BoardMember

viiilPage

J I o

) ' ,i- '.
a



Iocal Authorities Provident fund (IAPT'IJND)
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iVIs. Jane Wam.or,tg

Boad Member

Chief hrecutive Officer

Mrs. Wambugu is an Alternate Director to the
Cabinet Secretary, The National Treasury and
Planning, where she currently serves in the
Department of Government Investment and
Public Enterprise. She has over lZ years,
experience having served in various
Government Ministries and as a project

Accountant in World Bank and AFD donor
funded projects in the Ministry of Energy.

She holds a Master's degree in Business
Administration (Finance), Certified public
Accountant (CPA) and a member of the
Institute of Public Accountant of Kenya
(ICPAK) as well as the Institute of Certified
Investment and Financial Analyst (ICIFA).

Mr. Koross holds a Master Degree in public
Policy Management from Strathmore Business
School and a Bachelor of Arts degree in
Economics from University of Nairobi.

He has a wide area of expertise in Marketing,
Financial/lnvestment Management and
Reporting, Customer Management, pension

Schemes Regulation and Administration.
Previously served as a Director of NG-CDF
Board.
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m. Management Team

i}lr, Bernaxd tutbogotr
Chief Manager Finance & Invesknents
BA Fronomics, CPA (0

Chief Executive Officer
MBA (Public PoliryManagement), BA Fronomics

Chief Manager, Research, Planning
Stratery & Business Development
MBA, B Com Finance
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Chief Manager, Admissiorut and Benefits Administration
Bachelor of Arts (Hons), AtrIg CPAM

Manage4lnternal Audit
CPA (XC, BSC (Applied Statistics)

Manager, Iegal Senrices
LLB,IIM, Dip (KSL), CPS (n

I

lvlanager, Research, Planning, Strategy &
Business Development
MBA Finance, Bcom (Finance) CpA (K),
CIPS (M),
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NIs. Chemasfiack Ndiwa
lvlarl.agx, Finance
MSc (Finance), BC.om (Accounting)
CPA(O

Manager Human Resource &
Administration
IHRM, BBM GIRM), HSC

lvlanage4 Marketing & Member
Recrui.frnent
BBM (MarkethS)
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It/fanage4 Supply Chain
BCom, MCIPS, MKISM

lvlanage4Admissions & Benefit
Administration
MSc (Actuarial Science),
BSc (Actuarial Science)
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ry. Chairman's Statement

T'he Board of Directors were suspended on 23rd September 2019 by a court order JR Case No.
156 of 2019 challenging the legality of their appointment. The case is still under mention in
the court.
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V. Reportof the Chief E:recutive Officer

It is with great pleasure that I present to you the
financial statements for the year ended on B0tl'June
2020. Indeed, I acknowledge the fact that the year
under review had its ups anddowns.

From the onset, business outlook was positive and,
LAPFUND was prepared to grow its membership and
fundvalue as projected by the new corporate strategic
plan. The organisation commissioned various
properties in readiness to invest in affordable housing
under Agenda Four Government initiatives. Among
the properties set for development include:
Makasembo in Kisumu County, Mariakani and
Belleview in Nairobi.

However, during the last two quarters of the year
under review, business environment was filled with fear and, uncertainty as a result of the Covid-
19 Pandemic. Restricted movement to curb spread of the virus greatly affected member
recruitment drives, however we managed to grow the fund from Kshs. 3Sbn to Kshs. 43bn

In order to continue serving members, we came up with a business continuity plan that spelled
out new ways of doing business. I am glad to point out that member benefits claims were handled
during the pandemic period as a result of automated processes.

To enhance continuous operations, all employees were connected to a new ERp system that
enables them to access office data that is key to provision of services. This was a game changer
in the new normal of working from home thatmadeit possible to serve members from anywhire
duringthe height of Covid- lg pandemic.

I am also pleased to report to you that the organisation drastically cut down on expenses as a
result of implementing Sovernment directives aimed, at minimizing the spread of Covid- 1g.
Administrative expenses in the last two quarters (three and, four) dropped,because of minimal
expenditure on operational expenses when staff worked from home.

Performance Highlights
During the financi al year;

a) Member contributions increasedby 2l% from 6.l4bn in last year to 7.4bn. The increase is
attributedto:

o increased membership and annual salary increment.
. uptake of the Amal product resulting to increase in contributions
o SiSninS and remittance of gratuities by various counties duringthe period
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VIII. CorporateGovernanceStatement

The Boarc is chargeC'with ensuringthat LAPFUND ts managed in a sound manner and delivers
mernbers valne withrn an environment of good corporate governance. It's in this view that the
Board considers corporate governance as a key to good performance of LAPFUND.

The Boara continually reviews various policies and procedures used and the stewardship of
LAPFUND's assets and resources with the objective of marntaining and enhancing stakeholder
value in the context of LAPFUND's Vision, Mission andYalues.

TheBoard of Directors

The Board comprises g(nine) non-executive members and a sexetary who is also the Chief
Executive Officer of LAPFUND. The Board members werc appointed on 19th December 2018by
the Cabinet Secretary, The National Treasury andPlanning.

The Board ensures that proper standards of corporate governance are maintained and have
oversight over tire management of the LAPFUND, not only through theBoard meetings but also

through the various Board Committees.

The Board is required to meet at least four times in every financial year to discuss the overall
performance ot iRPFUND. A11 fullboard meetings are converledby the Secretary to the Board
upon instructions from the Chairman or uporl the requisition of at least five members of the

Board. RIi decisions are passedby a majority of present members voting with the Chairperson
having the decisive vote in the event of a tie.

In order tcr monitor performance, Board Members enters into a Performance Contract every
fir,arrcial year with tne government to evaluate its Performance against set targets. The boards
individua! performance is also evaluated by the State Corporations Advisory Committee

The Committees cf the-gs^r6

Section 9 of the State Corporations Act (CAP 4+6) allows the Board of Directors of LAPFUND to

establish a nun.ber of Board Committees consisting of Board members to deal with specific issues

as the Board deems fit. The Board MUST also give notice to the State Corporations Advisory
Committee of such committee. The purpose of these working committees is to handle
comprehensively technical issues before presentation to the Board for approval. The following
committees hau, e beer, established:

a) Finance ano: Assets Committee

The purpose cr ;ne Finance a-nd Assets Committee is to determine and advise on all matters
relating to finance and assets. The Finance and Assets Committee is constituted by theBoard and
the responsibilifies are summarized as foliows:

xviiil?age
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i.

ii.

iii.

iv.
V.

vi.

vii.
viii.

ix.
x.

xi.

xii.

xiii.

xiv.

xv.
xvi.
xvii.

xviii.
xix.

Review of LAPFUND's quarterly financial reports and other matters related to its
continued solvency.
Advise the Board on all aspects of financial responsibility including financial risks,
policies, controls and strategies; and review these perio dically.
Reconrmending policies that maintain andimprove the financiaLhealth and integrity of
the organization.
Reviewing and recommending along-range financial plan for the organization.
Reviewing and recommending an annual operatingbudget and annual capital budget
consistent with the long-range f.inancial plan and financial policies.
Reviewing the financial aspects of major proposed transactionsT new programs and
services, as well as proposais to discontinue programs or services, and making action
recommendations to the board.
Reviewing and recommending unbudgeted capital and operating expenditnres.
Monitoring the financial performance of LAPruND as whole and business lines against
approved budgets, long-term trends, and indtrstry benchmarks.
Review quarterly and annual performance contract reports fronr management
Requiring and monitoring corrective actions to bring the organization into compliance
with its budget and other financial targets.
Review ttle annual financial statements of LAPFUND and recommend them to the Board
for approval.
Review tinancial policies and procednres of LAPFUND periodically and align the same to
the requirements of the Public Finance Management Act 2072 and tl,e Regulations
thereon from time to time.
Oversee the maintenance of organization wide assets, including pmdent management of
or ganizational investments.
Considering significant asset acquisition and disposal and making recommendations to
the Board as appropriate.
Reviewing and monitoring the management and utllization of buildings and grounds
Mo n ito r ing p r o gr am statu s against c ontr actual ar r angements.
Reviewing and monitofingcapital projects and works program of the LAPFUND.
Monitoring insurance arrangements for LAPFUND assets.
Periodically reviewing the arrangemerrts for insurance.

b) Strategy and Investment Committee

The purpose of the Strategy and Investment Committee is to determine and advise on all matters
relating to the strategy and Investment. The Strategy and Investment Committee is corrstituted
by the Board andthe responsibilities are summarized as follows:

i. Develop the Investment policy document.
ii. Review the strategic asset allocation targets for the prudent investment of members

contributions and investment incomes.
iii. Conduct quarterly review of LAPFUND's investment structure and the asset allocatiorrs
iv. Review Investment performance against set performance benchmarks spelt or.rt in the

Investment Policy and market performance

xixlPage



local Authorities Provident Fund (IAPTLIM)
Annual Repofis and Financial Statemenb

TAPFUND

For the year endedJune 30,2O2O

b) Benefits paid dwing the period under review increased by 60/o from Kshs 3.4bn in FY
2018-19 to Kshs 3.6bn. This was due to increased member exits duringthe period

c) Total investments income duringthe period under review increased by 42o/o from Kshs O.7bn
inFY 2018_19 to Kshs 7.lbn. This was due to:

o Increased diversified investment portfolio with the fund managerc leading to
higher investment income

o Increase inrcntal income from the properties

d) Administrative costs reduced by l3o/o from 1 .O7bn in FY2018_19 to 933m in year under
review. This is attributed to

o A halt in the board activities scheduled during the year due to the court case
challenging the le gali ty o f Board appoi nt me n t.

o Slowdown in marketing and recruitment activities in the last quarter of the year as

a result of outbreak of Covid- 19

o A halt in employee training and development as a result of the global pandemic of
Covid- 19.

e) Fund value increased by 24% from 35bn in FY2018_19 to 43bn in the year under review.
This is attributed to the increased contribution from members, investment income and
increase in surplus due to reduction in operational cost.

Activities for the finaurrcialyenr 2O|9/2O2O
During the year under review, LAPFUND carried out an online Customer Satisfaction Survey to
assess the organization's performance and member satisfaction. Member suggestions from the
survey will be incorporated in our business continuity plans and strategies.

LAPFUND also received annual certification of 97o/o from the Commission on Administrative
Justice (CA) for Public Complaints Handling and Access to Information in line with Government
Performance Contracting Targets.

Ladies and gentlemen, givingback to society is one of the commitments by LAPFUND. In line
with the organisation corporate social responsibility policy, various CSR activities were
undertaken. To support the vulnerable members during the Covid- 19 pandemic, 30,000 face
masks were procurcdanddistributed amongthe stakeholders in Mombasa, Nairobi, Kilifi, Kwale
and Busia Counties, Kenya National Union of Nurses and Kenya Medical Practitioners and
Dentist Union.

The organisation also supported over i0,000 girls in Kakamega and Kisii counties with sanitary
towels worth Kshs. 1.6m during the national examination in 2019.
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Conclusion

In conclusion, I wish to take this opportunity to thank LAPFUND staff and all stakeholders for
the unwavering support throughout the year under review, without your support, the success
would not have been realised.

Thank you

David Kmoss
Clrief Executive Offrcer
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v. Receive report on selection of Custodial and Investment Management services in line with
the Retirement Benefits Act, 1997.

vi. Monitor andkeep under review new projects in which the Fund wishes to engage in.
vii. Establish appropriate allowable ranges for the asset allocation targets in line with the RBA

Regulations.
viii. Monitoring the performance of investment pools including the performance against

benchmarks relative to marked performance.
ix. Receiving regular reports on changes in the management of investment portfolios.
x. Review quarterly reports on membership, contributions received and due, and present to

theBoard for adoption before submission to RBA.

c) Human Resources and C'overnance Committ€e

'Ihe objectives of the Human Resources Committee are to oversee certain management
assessment, succession and compensation matters in accordance with these Terms of Reference.

Terms of Reference

The primary functions of the Committee are to oversight, review, and recommend appropriate
and effective human resource policies, strategies, processes and plans of the organization.
Ensuring LAPFUND has an effective organizational structure and competitive human resource
and compensation policies and practices. The Human Resource and Governance Committee is
constituted by the Board and the responsibilities are summarized as follows:

i. Review and recommend for approval overall employee compensation philosophy and
policies, including all bonus plans and other short- and long-term compensation
artangements.

ii. Review and significanthuman resource strategies, policies, processes and plans of the
Corporation and recommend to the Board for approval.

iii. Ensuring appropriate processes are in place for the selection, evaluation, compensation,
and succession of senior management

iv. Evaluating and determining compensation for the Chief Executive Officer
v. Such other related initiatives as may be necessary or desirable to enhance human

resource performance
vi. Review andrecommend for approval employee benefit plans, including medical/dental,

life and disability benefits.
vii. Submit to the Full Board for ratification, confirmation and approval, all such matters as

the Committee may deem appropriate.
viii. Review and recommend for approval overall employee compensation philosophy and

policies, including all bonus plans and other short- and long-term compensation
arrangements.
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d) Audit Committee

The audit committees' roles and responsibility is as set in the Public Finance Management Act,
regulation and the guidelines provided thereof and involve the following duties;

i. Support the CEO in carrying out oversight responsibilities by monitoring and reviewing
risk, control,performance and governance processes which havebeen established;

ii. To oversee the internal audit function and the external audit and follow-up on the
implementation of the recommendation of internal and external auditors;

iii. Provide additional assurance regarding the quality and reliabllity of both the financial
and oper ating inform ation;

iv. Take special interest in audit matters and thereforepay special attention to the work plans
and activities of the internal audit function;

v. Provide a channel of communication between management and the internal and external
auditors and positive support of the internal audit function;

vi. Influence the organizational status of internal audit unit and foster an independent
climate for its operation.

vii. Evaluate the adequacy and effectiveness of the management reporting and control
systems used to monitor adherence to policies and guidelines and limits approved by the
Board for management of risks;

viii. Evaluate and prioritize risks identified by management and ensure that internal audit
plans are aligned to the risk profile of the Fund.

ix. Review the process implementedby Management in respect to risk management, control
systems and fraud prevention and ensure that all fraud related incidents have been
followed up appr opriately;

x. As part of the on-going monitoring process, the audit committee should review the
management letter (or equivalent). The audit committee should review and monitor
management's responsiveness to the external auditor's findings and recommendations.

xi. Obtain feedback about the conduct of the audit from key people involved, for example
thehead of finance and accounts, andthehead of internal audit;

xii. Review and monitor the content of the external auditor's management letter, in order to
assess whether it is based on a good understanding of the entity's business and establish
whether recommendations have been acted upon and, if not, the reasons why they have
not been actedupon;and

xiii. Report to the board on the effectiveness of external audit process

Boad Induction ard Ttaining

The trainingprogramme was executed, which allowed the Board Members tobetrained on their
roles in assessing and managin5; risks that LAPFUND might be exposed to. 'Ihe course also
equipped them with risk assessment and management skills which consequently have helped
oversee the good operation andperformance of LAPFUND.
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Attendwrcn, in the Boad and Committee meetings
During the financial year, the attendance of individual Board members in the scheduled
meetings is as shown below:
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VItr. Corporate Social ResponsibilityStatement

LAPFUND exists to change lives. This is our purpose;the driving force behind everything we do.

It's what guides us to deliver our strategy, which is founded on four pillars: putting the

customer/Citizen first, delivering relevant goods and services, and improving operational

excellence. Below is a brief highlight of our achievements in each pillar

l. Environmental per{ormance

Puryose

LAPruND acknowledges a responsibility to the environment, and we express our
commitment towards implementing practices which will promote environmental
sustainability. The following policy governs the management of the environmental
aspects in our company) with specific focus on the conservation of resources and the
reduction of waste.

This policy relates to how all operations in our company are continually reviewed and
improved, so that we will truly be able to integrate environmental and social
considerations into our everyday practices.

The company consistently strives to raise awareness in the community ) encourage
participation and train employees in environmental matters. The organization
encour ages employees to;

a) Use Reusable Bags. Plastic grocery-fype bags that get thrown out end up in landfills
or in other parts of the environment. The company gives out reusable bags often

b) LAPFTIND encourages Printing as Little as Necessary.

c) Recycle. Employees are advised to use a Reusable Beverage Containers.
d) Employees are encouraged to save Electricity and water as much as possible. They

are with notes on the switches to turn off lights that are not in use.

The followirrg are the enyironmental Principles

i. At LAPruND we Comply with laws governing the environment, and actively look for
ways to improve on these guidelines.

ii. We Work towards the conservation of energy, water and resources in all our
operations.

iii. We Strive to better understand both the direct and indfuect impact that our practices
mayhave on the environment.

iv. We Promote environmental awareness throughout all operations of the company.
v. Provide training/newsletters/posters to staff on implementing our sustainable

policies.
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vi. Dispose of waste thoughtfully, and develop an attitude of "reducing, recyclin g and
reusing."

vii. We lessen our environmental impact by purchasing environmentally-friendly
products and services.

viii. We Work with our entire supply chain in order to gain mutual benefits of
incor por ating e nvironmentally sustainable goals into everyday bus iness.

ix. We Regularly review our business practices, and determine whether eachpractice is
suitable in an environmental context.

LAPruND has an E-Waste Policy since LAPFUND utilises a wide range of electronic
products which results in e-waste. In addition, LAPFUND being one of the leading
institutions in Retirement Benefits Administration in Kenya stands with the Government
in seeking to mitigate against environmental concerns as articulated in the National
Environmental Policy.

The following are the guiding principles of the e-waste policy:

1. Environmental Conservation.
The Organization endeavours to ensure environmental conservation and protection

from the effects of e-waste.
2. Safe Disposal.

The Organization recognises the need to dispose e-waste in a manner that is safe and
sound with respect to its staff, institutional operations, and stakeholders.

3. Public awareness.
The Organization acknowledges the importance of an informed society in the

sustainable management of e-waste.

The success of implementing E-Waste policy is that all electronic wastes are disposed in
guidance of the policy that have greatly reduced environmental impact of the
or ganization's products like computers.

2. Employee welfare

LAPFUND is guided by the Human Resources Procedure Manual and Policy Number 1 on
Recruitment and Selection Policy in all its hiring process which states that, Recruiting
and selecting the right people is of paramount importance to the continued success of
LAPFUND. This Recruitment and Selection Policy sets out how to ensure, as far as possible,

that the best people are recruited on merit and that the recruitment process is free from
bias and discrimination in accordance with the values andprtnciples of Public Service as

enshrined in the Constitution.

In particular, the process shall afford equal opportunity for the appointment of men,
women, youth, members of all ethnic and religious groups and persons with disabilities.
It is the responsibility of each Head of DepartmentlDivision to ensure that this policy is
carefully followed within their department/ division. In all our advertisement for job
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opportunities we also state clearly that LAPFUND is an equal opportunity employer and,
encourages all qualified candidates to apply.

We also comply with the gender mainstreaming provision of ensuring that not having
more than 2/3 of either gender in the staff establishment. The data is submitted to the
National Gender and Equality Commission every quarter and to the Public Service
whenever it is called for. The policies are reviewed from time to time as guided, by new
practices and regulations or requirements.

In the spirit of promoting continuous improvement, LAPFUND ensures that alt employees
have opportunity to improve both the technical skills and knowledge while at work. This
culture is guided byTrainingand Development Policy in the Human Resource Policy and
Procedure Manual which states that; LAPI'UND will have Training and, Development
programs to support and enhance capacity to achieve its objectives in accordance with
the Trainingand Development policy. Staff shall be responsible for their own professional
and career development while LAPFUND shall provide an enablingenvironment as per
LAPruND career planning and progression policy.

'fraining Needs are identifiedby both staff and supervisors. LAPFUND facilitates staff to
attend for both in house and External Training and workshops all year round,. This
process is spearheaded by the Training Committee which comprises of all Heads of
Departments.

Petfotman c e Man agem en t

Performance Management Policy Number 3 is in the LAPFUND HR manual and guides
the performance management system to implement the staff appraisal and, progression.
LAPFUND uses the Balance Scorecard and the Performance Contracting Targets to
apptaise staff and evaluate the performance of both individual and the organization

Measures .ftit in Place to Enhance Health & Safetyat Ihe Workplace

LAPFUND, is primarily guided by Policy Number Sixteen: Health, Safety & Environmental
Policy Manual. The manual ensures that LAPFUND complies with OSHA guidelines of the
workplace so as to achieve the expected standards of a conducive work environment.

LAPFUND, has taken the following measures to ensure health andsafety attheworkplace

i. Appointment of avlbrant Health and Safety Committee whose core mandate is to
ensure compliance to all OSHA guidelines

ii. Registration of LAPFUND offices-All LAPruND office are registered with the
Directorate of Occupational Safety & Health (DOSH)

iii. Annual Health andsafety Audits conducted in all LApFUND offices

xxvlPage

o



i(

TAPFUNDIocal Authorities Provident fund (I"API{.JND)
Arurual Reporb artd Financial Statemenb
For the year ended June 30, 2O2O

iv. Participation and Involvement of staff in Health and Safety matters through
continuous awareness and sensitization activities

v. Conducting annual work environment surveys
vi. Engagement of a cleaningcompany to ensure clean working environment
vii. Fire Audits and Servicing of fire equipment
viii. Provision of sanitary utilities
ix. Prompt repair of fixtures, equipment and furniture
x. Social distancing atthe workplace- Shift working has been adopted to decongest

workstations. Staff have been encouraged to fully use technology platforms
provided in the offices to interact and communicate with colleagues

3. l,Iarket placepractices

I,APFUND's effofis to responsible competition practice.

Responsible Competitiveness means markets where businesses are systematically and

comprehensively rewarded for more responsible practices, and penalized for the
converse

Responsible Competition strategies enhance productivity by shaping business strategies

and practices, and the context in which they operate, to take explicit account of their
social, economic, and environmental impacts.

LAPruND operates in a competitive environment with direct and indirect competitors.
Theorganizationtherefore hasanestablished marketingand communication department

who deal with sales of the product and services offered. While carrying out these

activities, LAPFUND ensures that all staff and especially those charged with the function
of marketing lives one of the core values of being professional in all the undertakings.

LAPruND practices responsible marketing by delivering value proposition to members.

Members are sensitized on the benefit they derive from our product offering in terms of
convenience, easy access to information, quick turnaround time on payment process and

other riders that benefit members. LAPFUND views competition as an opportunity to

improve on areas that does not have a competitive advantage ovff such as product
development and customer service.

In responding to member's queries, and dealings with other stakeholder, LAPFUND

adheres to ethical practices,code of conduct, healthy dialogue and ensure that we deliver
on the promises made in the service charter. LAPruND endeavours to be proactiverather
thanreactive.

Responsible Supply Chain and Suppliers rcIations

We do the following in Supply Chain Unit to maintain good business practises and

treating suppliers responsibly.
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o We ensure that the bid process is open, free and fair
o The procurement process is available to the public
o We adhere to PPDA Act 2Ol5 and Regulations 2O2O
o All suppliers are paid within 30 days.

Responsible marketing and advertisement-outline efforts to maintain ethical marketirg
practice.

LAPruND is actively present in the market place through marketing teams, social media,,
ptint & TY and outdoor advertisement through blllboards. These activities are aimed at
cteating a strong brand proposition in the market. Strong brand equity creates customer
loyalty that ensures business sustainability in a competitive environment.
LAPFUND promises quality and timely service delivery through by adhering to the quality
statement and resolve service charter that is always available to the public in all

LAPFUND office premises and website (wrvw.lapt'und.or.ke). LAPFUND in selling its
products and service to customers does not degrade rival product and create negative
impression on competitors. LAPFUND is aware of the homogeneity of the product in the
pension industry and strive to compete on packaging and delivery. In advertising
LAPFUND brand and product, we ensur e that client experiences exactly what is promised
in the content.

LAPFUND ensures that the language and tone used in social media marketing reflect
professionalism and respect for the consumers of the content. It ensures also that the
privacy of the consumer's data is respected.

4. C-ommunity Engagements

Corporate social responsibility forms part of important activities of LAPFUND. 'Ihe Fund
ensures that all its operations are undertaken in a socially and environmentally
responsible manner. LAPFUND has extended its hand to different needy groups and
impacted positively on society and its environment. The involvement in social
responsibilities enhances its values and improves its image to the public.

In line with the Corporate social responsibility Policy, LAPFUND has made CSR as part of
its DNA. During the year under review, several social and environmental interventions
within communities took place impacting positively on society and its environment.

The organizational CSR work plan for the financi al year 2Ol9 / 2O2O listed activities to
be undertaken in line with the guiding principle of sustainability and the impact they
have on the scheme and society.

In Quarter one, LAPFUND distributed sanitary towels in a menstrual hygiene program
among 2,OOO primary school girls within 45 wards in Kisii County at the cost of Ksh.
600,000 (Read Kenya Shillings Six hundred thousand shillings only). The main objective
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was to improve menstrual hygiene andkeep girls in school during national examination
term as well as fight stigma associated with it.

In Quarter two of the financtal year under review, LAPFUND in collaboration with the

County Government of Kakamega through the Office of the Governor, caruied out an

activity in menstrual hygiene management. This involved education, providing and

distribution of sanitary towels to primary schools. LAPFUND supported the program
through Touch A Life Foundation with a sponsorship of Kshs. 1,010,000. This went along
way in supporting the girls as they sat for their Kenya Certificate of Primary Education
(KCPE) examinations across the county.

During quarter threeof theyearunder review, andasaresultof theemergenceof Covid-
19 pandemic andin adherence to Government directives to minimize the spread,, and to

safeguard the health and safety of employees, the management in their weekly
consultative meetings postponed all planned CSR activities.
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In order to support the Government efforts to combat the Covid-lg pandemic,
management approved CSR budget to be utilized towards the supply of Personal
Protective Equipment (PPEs) in partnership with LAPFUND stakeholders.
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VIU. Report of the Directors

The Directors submit their report together with the audited financial statements for the year
endedJune 30, 2O2O which show the state of LAPFUND's affairs.

Principal activities

The principal activities of LAPFUND continues to be to provide afund for the employees of Local
Authorities, now County Government employees, where contributions made each month by the
employee andthe sponsor andincomes earned from investment activities arc credited.

Resulb

The results for the year endedJune 30, 2O2O are set out on page I to ZG

Directors

The members of the Board of Directors who served during the year are shown on page v. The
tenure of the entire members of the Board started on 19th December 2018 but were suspended
on 23rd September 2019 by a court order JR Case No. 156 of 20 19 challenging the legality of
their appointment. The case is still under mention in the court.

Dividends / Surplus Remission

LAPFUND beinga Provident Fund, all the surplus is credited to member accounts and hence no
remittance to the Consolidated Fund.

Auditors

The Auditor General is responsible for the statutory audit of TAPFUND in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act 2015 and continues in office

By Order of the Board

David Koross
Secrctarytothe Board and Chief Fxecutive Offfcer

Date: . lxl'.12' ...
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DL Statementof Directors Responsibilities

Section 81 of the Public Finance Management Act, 2012 and section 14 of the State

Corporations Act; require the Directors to prepare financial statements, which give a true
andfairviewof thestateof affairs attheendof the financialyearandtheoperatingresults
that year. The Directors are also required to ensure that LAPFUND keeps proper
accounting records which discloses with reasonable accuracy the financial position. The
Directors are also responsible for safeguardrng the assets.

The Directors are responsible for the preparation and presentation of the financial
statements, which give a true and fair view of the state of affairs for and as at the end of
the financial year ended on June 30, 20 19. 'lhis responsibility includes: (i) maintaining
adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period; (ii) maintainingproper accounting records,
which disclose with reasonable accaracy at any time the financial position of the entity;
(iii) designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of the financial statements, and ensuringthat they are
free from material misstatements, whether due to error or fuaud; (iv) safeguarding the
assets; (v) selecting and applying appropriate accounting policies; and (vi) making
accounting estimates lhat are reasonable in the circumstances.

The Directors accept responsibility for the financi al statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudentjudgements
and estimates, in conformity with International Public Sector Accounting Standards
(IPSAS), and in the manner required by the PFM Act and the State Corporations Act. The
Directors are of the opinion that the financial statements give a true and fair view of the
transactions during the financi al year ended June 30, 2020, and of the financial position
as at that date. The Directors further confirm the completeness of the accounting records
maintained, which have been relied upon in the preparation of the financial statements as

well as the adequacyof the systems of internal financial control.
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,OFFICE 
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HEADqUARTERS
Anniversary Towers

Monrovia Street
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NAIROBI

REPORT OF THE AUDITOR.GENERAL ON LOCAL AUTHORITTES PROVTDENT
FUND FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financialstatements of LocalAuthorities Provident Fund
set out on pages 1 to 26, which comprise the statement of financial position as at
30 June, 2020, and the statement of financial performance, statement of changes in net
assets, statement of cash flows and the 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 22g of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. t 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, the financial statements present fairly, in all material respects, the financial
position of Local Authorities Provident Fund as at 30 June, 2020, and of its financial
performance and its cash flows for the year then ended, in accordance with lntemational
Public Sector Accounting Standards (Accrual Basis) and comply with the Public Finance
Management Act, 20'12, the Local Authorities Provident Fund Act, (Cap 271) and the
Retirement Benefits Authority Act, 1997.

Basis for opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Local Authorities Provident Fund
Management in accordance with ISSAI 130 on Code of Ethics. t have 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. t believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my opinion.

Emphasis of Matter

Long Term Receivables from Exchange Transactions

As disclosed in Note 18 to the financial statements, the statement of financial position
reflects long term receivables from exchange transactions balance of
Kshs.11,972,660,000; (2019: Kshs.7,323,268,000;). The balance comprises of gross

t_$
)' {
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contributions due before provisioning from County Governments, Water Companies and
Other companies of Kshs.23,167,670,285, Kshs.2,600,415,624, and Kshs.59,162,681
respectively. Although adjustments have been made for the likely impairment for the long
outstanding contributions by way of doubtful debts provisions, Management has not
aggressively pursued the collection of the receivables. This has occasioned an upward
increase on the long overdue contributions by Kshs.9,767,122,000 from
Kshs.7,323,268,000 as at 30 June, 2019 to Kshs.11,972,660,000 as at 30 June, 2020.
Management should put in place mechanisms for the full recovery of long-term
receivables.

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 Matter

1.0 Unresolved Prior Year Matters

The following prior year audit matters remained unresolved as at 30 June, 2O2O;

1.1 Unrecovered Rent - Mariakani Estate Nairobi

The Local Authorities Provident Fund continued collecting rent from the tenants of
Mariakani Estate-Nairobiduring the year. As previously reported, the County Government
of Nairobi had collected rent amounting to Kshs.64,800,000 which was yet to be
forwarded to the Fund. Whereas Management continues to follow up to recover the
money from Nairobi County Government, full provision for bad and doubtful debts for the
full amount has been made in the books of the Fund.

1.2 Unrecovered Rent - Makasembo Estate Kisumu

The National Housing Corporation (NHC) continued collecting rent from tenants of
Makasembo Estate-Kisumu, a property owned by the Fund. The court case concerning
this state of affairs was yet to be concluded by 30 June, 2020. During the year under
review, NHC collected rent estimated at Kshs.1,452,000 but did not remit to LAPFUND.
This now brings the total rent receivable from the property since the time of its transfer by
the defunct Kisumu Municipal Council to the Fund to approximately Kshs.13,431,000 as
at 30 June, 2O2O. Available information indicate that the defunct Kisumu Municipal
Council failed to service the undetermined debt arising from the construction of the Estate
by NHC and thus the reason for NHC moving in to collect rent to recover the amount
owed.

Provident Fundfor the year ended 30 June, 2020Report ofthe Auditor-General on Local Authorities
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion
As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied laMully and in an effective way.

Basis for Conclusion

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

Gonclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that intemal controls, risk management and governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) 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 overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue as a going concern, disclosing, as applicable, matters related

Report ofthe Auditor-General on Local Authorities Provident Fundfor the year ended 30 June, 2020
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to going concern and using the going concern basis of accounting unless Management
is aware of the intention to terminate 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.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity 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.

ln addition to the audit of the financia! 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 provisio4s 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 give 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,2015 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

Report ofthe Auditor-General on Local Authorities Provident Fundfor the year ended 30 June, 2020
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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
Local Authorities Provident Fund 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

a

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 going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Fund's ability to continue as a going concern. 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. However, future events or conditions may cause the Fund to cease
to continue as a going concern.

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

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.

a

Report ofthe Auditor-General on Local Authorities Provident Fundfor the year ended 30 June, 2020
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I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

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

cy u
AUDITOR.GENERAL

Nairobi

17 February,2021
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XI. Statement of Financial Performance for the Ye,ar endd SgtttJune 2O2O

Notes 2019/2020
Kshs.'OOO'

Revenue from non-exchange transactions
Revenue attrlbutable to members 17,22O,3126

2018/2019
Kshs.'OO0'

4,726,692

Revenue from exchange transactions
Finance income - external investments

Other income

Total Revenue
Expenses
Employee costs

Remuneration of Board members

Contracted services

Expenses on operations relating to Core Mandate

Administrative Expenses

Repairs and maintenarrce

Total expenses
Depreciation, amortrzation and provision costs

Total depreciation, amortization and provision costs
Unrealiz.ed ga:-r:. on fair value of inyestments

Total other gains/(loses)

Administrative recharges

Surplus

7

8

1,076,364

39,593

597,530

4,495
12.336.269 5 2E,717

10

71

t2
t3
t4
15

16

I9

351,737

10,971

32,t99
324,992

205,194

8,646

324,554

49,640

17,352

450,720

227,117

4,410
933.739 73,799I

3,563,999 2,912,366
3.563,888 2.812.366

I (270,34O) 811,9O8

(27O,340' 811,9O8

933 739 1,073,793

8r5O2rO41

The notes set out on pages 6 to 25 form an integral part of the Financial Statements.

3,328,258

llPage
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xtr. Statement of Financial Position as at 30trJune 2O2O

Assets
Current asgets
Cash and cash equivalents
Receivables from exchange transactions
Receivables from non-exchange transactions
Current Investments

Non-current assets
Motor Vehicles, Plant & Equipment
Intangible assets

Non-current investments
Iong term receivables from non-exchange transactions
Long term receivables from exchange transactions

Total assets
Liabilities
Current Liabilities
Trade and other payables from exchange transactions
Total Liabilities

Net Assets

Reserves

Accumulated surplus

put.... l^l I r..la.. r...

4.51 3,898
gr2otr826 6r29tr7lo

Notes 2Ol9/2O2O
Kshs.'OOO'

2018/2019
Kshs.'OOO'

131,400
636,806

1,OOg,606

1 51,633
1,04 1,101

748,092
6,261,ooe)

t7
18
19
28

20
2t
28
19
18

22

36,647
19,614

22,O28,432
1,425,347

71.972.660

1 6,1 80
3,312

20,452,881
7,OO5,673
7.323,268

35.482.699 28,801,314
43,694,525 35,093,024

778,442 88,982
178,442 88,982

43.506.083 35.OO4,O41

57,550
43,448,533

57,550
34,946,492

43,5 .083 35,OO4,O42
Total Net Assets and Liabilities 43,684,5?5 35.093.024

The Financial Statements set out on pages 1 to 25 were signed on behalf of the Board of Directors by:

Chief Offrcer

2lPage
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xm. statement of cha4ges in Net Assets for the year Ended 30 June zozo

Aftributable to members of
I.APFUND

Balance as at 30 June 2018

Surplus/(deficit) for the period

Transfers to accumulated surplus

Balance as at 30 ]nllrre 2OlB

Reserve
Fund

Kshs.'0O0'

57,550

Capilal
Revaluation

Reserve
Kshs.'000'

Accumulated
Surplus

Kshs.'000' Kshs.'000'

31,619,233 31,675,793

3r32gr25g 3r32gr25g

Total

57,550 34,946,492 95,004,042

9,502,047 gr502r04l

57,550 43r506roE3

3lPage

Surplus for the period

Transfers to accumulated surplus

Balance as at 30 lune 2Ol9 4314491533
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XIV. Statement of Cash Floure for the Year Fanded SothJune 2O2O

Cash flows from Operating Activities:
Operating Surplus / Net Income

Add back depreciation
[ess: Non-c$h items

-Change in fair value of property investments
-Change in fair value of government bonds

-Change in fair value of quoted equities

Increase (Decrease) in receivables from exchange transactions

Increase (Decrease) in receivables from non-exchange transactions

Decrease (lncrease) in payables

Net cash from operating activities
Cash flows from lnvesting Activities:

Purchase of Non - Current Assets
Motor Vehicles
Computer and Equipment

Furniture and Fittings

Intangible assets - software

Purchase/Disposal of Investments
Property
Government Bonds

Treasury Bills
Fixed deposits

Corporate bonds and commercial paper

Quoted shares

Net Cash generated from (Used in) Investing
Increase (Decrease) in Cash &Cash Equivalents
Cash & Cash Equivalents at Beginning of Year
Cash & Cash Equivalents at End of Year

Notes 2Ol9/2020
Kshs.'000'

l6
g,5oz,o4l

24,929

2078/2019
Kshs.'000'

3,328,258
75,068

(991,455)
(208,721)

388,557
(52,035)

(469,586)
(26,062)

11,384
258,956

(5,053,686)
( 1 58,160)

89,460

9
9
I
18
19

22

20
20
20
2l

316741925 2,044,0?4

28
28
28
28
28
28

(27,862)
( l,92s)
( 1,106)

(30,806)

(489,039)
( 1,738,866)

(728,755\
(603,060)

448,961
(482,234)

(8,852)
( t 3,656)

(4,681)

(24,843)
(2,092,122)

180,344
(350,891)

65,058
291,943

(3,654,691) (1,957,700)
20,234

131,400
86.324
45,076

151,654 131,400
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(( )

For the ended 2020

XV. Statement of Comparison of Budget and Actual Amounb

Original budget
Kshs-'OOO'

Income
Revenue attributable to members
Invcstment Income
Changc in fair valuc of a.*se ts
Other incomes
Total Income
Expenses
Employce costs
Rernuncration of Board members
Contracted gcrvices
Expcnses on opcrations rclating to Core Mandatc
Ad.ministrative Expenses
Repairs and rr.air:.ter.ance
Total expenses
Surplus for the period

6,595,501
7,42-1,591

Final budget
Kshs-'OOO'

6,595,501
7,427,591

Adjustments
Kshs- rOOO'

Actual on
comparable basis

Kshs.'OOO'

Perforrnance Variance
difference Explanation
Kshs-'OOO'

(2,794,O53)
(345,227)
(27O,34O)

35-933

(17,723)
(44,453'

8,1 65
(48,824)
(42,549)

(3.O941

J. 59 3,659

I
2
3
4

5
6
7
a
9

10

3,797,449
1,o76,364
(270,340)

39-59s
4.637.0€4 (3.s73-6a7)

369,460
55,423
24,O33

373,916
247,743

71.740

369,460
55,423
24,O33

373,916
247,743

351,7 37
7O,97 7

32,lgg
324,992
205,794

8-6461.740
7.OA2.276 t-oaz.2t6
6.92a.5S6 6.92a.936

3.799 (r 76\

I of the neraz prodrrcts rrzrrnely diaspora, a.nd rzolunta.r-y, tl.,,a,n a,nticipa.te(l
wa'lr.re of l,enefits y>aid to rnernbers zrs a result of :rcctlrnula,ted, interest t?ra,n a,r,ti(.iy>ated

at \A,z:ls Lle
a) - Slovrz uptake
l:) - Increzrse in

2
a)' Tlre ernerS,ence of the Co\rid-'l-9 globa"l pandernic tha,tnega,tirzelyaffected tl.e perforr?rar.ce of securities in ttreIYa.i robi Securri tie s E><change t kra.n a.ntic i y> at ed

Ternl2orary clostrre of (lolfrrieraz Senricecl Apa.rtrnents f'or refurbishrnent resultib> ng, to a. ha,lt in operations during, the

rnvestrne.t incorne r,rrzzrs berovrz the rrudget lcy z4olo clue to:

3 aissetstrt r Lle to epoor s

4 rOtlae incorzre ihzrs ncre zrsed rove 1 OOo/o lred Ito lntacrea_se t1Iby itlcorneIerest thefrorn ttd'losr.rrs tova.tr.<:ed ta.ff .s

6 flozrrd costs ars be theo\ / lc) 8Oolo Ltecl toudget by coLrrtkre c€lse the of Etoarcltyega.li {rppointrnent sThi
l-rcrs tot halaLr)u thet actiboard ties\zl SC krecl durlecl Llrl the year

7 tta,ri a,y:<: eT}.e of 34 ono/o cotra.cted. serwic \ zasES Lled o fees col.rrtot1 casele.ga,l enactrrrenttheregan:din-g theof CoI.rnty
o\zer.r1lTre Rent rernenti t A<rt CGRS)( SThi \A/as not a,nti<: d thef)ate brtdgeL process-

a E><g>enses relzrting to the core rnzrrrdate \ zere
acti\zities in the la.st qwa.rter of the yea,r a-s a-

belol'rz tL].e brtr.d9et by 7 3o/o drs'e to sloraz <lorvn in rnarket ing a,nd recrLritrnent
resrrlt of otrtl:reak of (IOWID-1,9

9 Adrni tr:r.tive e:<1:enses d yezrr und.er
a- result

1796 dtue to zt n ernployeet traza.s belouz the
cof

1 bt-tdgern:rinand t e naitc e asRepairs belor,r' t lee t d26%lo Lle to rerninirl:l1 rs dby uri the ttrzrnpai n:3 periocl antici pa,ted

5lPase
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Iocal Authorities Provident Fund (LAPTLJND)
Annual ReporB and Financial Statements
For the year ended June 30, 2O2O

X\[. No,tes to the finalrcial statements for the yew ended 3gtn Jwre 2O2O

1. Creneral information

Ipcal Authorities Provident Fund (LAPruND) is established and derives its authority and
accountability from the laws of Kenya, The Local Authorities Provident Fund Act, CAP 272,
of Sth of July 1960. LAPruND is wholly owned by the Government of Kenya and is

domiciled in Kenya.

The principal activities of LAPFUND as stipulated in CAP 272 is to establish a provident
fund for certain employees of l,ocal Authorities; to provide for contributions to the fund
by such employees and authorities, and for the administration of the fund by a l,ocal
Authorities Provident Fund Board; and for matters incidental thereto and connected
therewith.

The Act provides for the establishment of the Fund. The Fund shall be credited with:

a. assets transferred from other funds
b. Amounts contributed each month by contributors and Sponsors
c. Dividends, interest and other incomes accruing from investments of the fund
d. Sums contributed by lncal Authorities (Sponsors) towards the expenses of

management and administration of the Fund
e. Such other moneys as may from time to time be received by the Board

2. Statement of compliance arnid basis of preparal:ron - IPSAS 1

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of properfy, plant and equipment,
marketable securities and financial instruments at fafu value, impafued assets at their
estimated recoverable amounts and actuarially determined liabilities at their present
value. Tlte preparation of financial statements in conformity with International Public
Sector Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also
requires management to exercise judgement in the process of applying LAPFUND's
accounting policies. The financial statements have beenpreparcdand presented in Kenya

Shillings, which is the functional and reporting currency of the LAPruND.

The financial statements have been prepared in accordance with the PFM Act, the State

Corporations Act, Retirement Benefits Authority Act and Occupational Schemes

Regulations andlnternational Public Sector Accounting Standards (IPSAS). The accounting
policies adoptedhavebeen consistently applied to all the years presented.

3. Adoption of newand nevised standads

i. Relevant new standards and amendments to published standards effective for the year
enddSOJvne2O2O

Standad
IPSAS 40:

Lmpact
Applicable: 1,* Jarraary 20 19

6lPage



Iocal Authorities koyident tund (LAPTUND)
&rnual Rep@ts and Financial Statements
For the year ended June 30,2020

u.

7lP age

Standad
Public Sector
Combinations

IPSAS 4I:
Financial
Instruments

IPSAS 42:
Social Benefits

New and anettded' standads and interpnetations in issue butnotyet effective in the
ye,ar endd,30 !me?Ol9

Impact
The standard covers public sector combinations arising from
exchange transactions in which case they are treated, similarly
with IFRS S(applicable to acquisitions only). Business
combinations and combinations arising from non-exchange
transactions are covered purely under public Sector
combinations as amalgamations.
The standard has no impact it does not affect the operations of
LAPFUND.

Applicable: I st I antnry 2OZZ
The objective of IPSAS 41 is to establish principles for the
financial reporting of financial assets and riabilitres that will
present relevant and useful information to users of financial
statements for their assessment of the amounts, timing and
uncertainty of an entity's fufure cash flows.
IPSAS 41 provides users of financial statements with more
useful information than IPSAS 2g,by:

. Applying a single classification and measurement model for
financial assets that considers the characteristics of the asset,s
cash flows and the objective for which the asset is held;

. Applying a single forward-looking expected credit loss model
that is applicable to all financial instruments subject to
impairment testing; and

. Applying an improved hedge accountingmodel that broadens
the hedging affangements in scope of the guidance. The model
develops a strong link between an entity,s risk management
strategies and the accounting treatment for instruments held as
part of the risk management strategy.
Tlte standard has no impact it does not affect the operutiotts of
LAPIAND.

Apphcable: 7 st Janrnry ZOZ2
The objective of this standard is to improve the relevance,
faithful representativeness and comparability of the
information that a reporting entity provides in its financial
statements about social benefits. The information provided
should help users of the financial statements and general
purpose financial reports assess:

a) The nature of such social benefits provided by the entity;
b) The key features of the operation of those social benefit

schemes; and



Local Authorities Provident tund (IAPTUND)
Annual Reporb and Finansial Statemenb
tor the yenr ended, ltne 3O, 2O2O

Amendments to
Other IPSAS

resulting from IPSAS

4l,Financial
Instruments

Other
improvements to
IPSAS

c) The impact of such social benefits provided on the entify's
financial performance, financial position and cash flows.

The Standatd has no impact it does not affect the operations of
LAPFUND.

a) Amendments to IPSAS 5, to update the guidance related
to the components of borrowing costs which were
inadvertently omitted when IPSAS 41 was issued.

b) Amendments to IPSAS 30, regarding illustrative
examples on hedging and credit risk which were
inadvertently omitted when IPSAS 41 was issued.

c) Amendments to IPSAS 30, to update the guidance for
accounting for financial guarantee contracts which
were inadvertently omitted when IPSAS 41 was issued.

Amendments to IPSAS 33, to update the gaidance on classifying
financial instruments on initial adoption of accrual basis IPSAS

which were inadvertently omitted when IPSAS 41 was issued.

Apptcable: Lsf Jaruary 2OZl
a) Amendments to IPSAS 13, to include the appropriate

references to IPSAS on impairment, in place of the current
references to other international and/or national
accounting frameworks

b) IPSAS 13, Ieases and IPSAS 77, Property, Plant, and
Equipment
Amendments to remove transitional provisions which
should have been deleted when IPSAS 33, First Time
Adoption of Accrual Basis International Public Sector
Accounting Standards (IPSASs) was approved

c) IPSAS 2l,Impairment of Non-Cash-Generating Assets and
IPSAS 26, Impairment of Cash Generating Assets.

Amendments to ensure consistency of impairment guidance
to account for rcvalued assets in the scope of IPSAS 17,
Property, Plant, and Equipment and IPSAS 31, lntangible
Assets.

d) IPSAS 33, First-time Adoption of Accrual Basis International
Public Sector Accounting Standards (IPSASs).

Amendments to the implementation guidance on deemed
cost in IPSAS 33 to make it consistent with the core
principles in the Standard

iii. Early adoption of standards
LAPruND did not early - adopt any new or amended standards inyear 2020

4. Summarly of significant accounting policies

a\ Revenue rccognition

8lPage

a



Iocal Authorities Provident fund (IAPTLJND)
Annual Reporb and Financial Statemenb
For the lrear ended fixrc30,2020

i) Revenue from non-exchange transactions - IPSAS ZB

Member Contributions and fines

LAPruND recognizes revenues from member contributions and fines when the event
occurs and the asset recognition criteria are met. To the extent that there is a related
condition attached that would give rise to a liabllity to repay the amount, deferred
income is recognized instead of revenue. Other non-exchange revenues are recognized
when it is probable that the future economic benefits or service potential associated with
the asset will flow to the entity and the fair value of the asset can be measured reliably.

Ttansfers fnorn other govemment entities

Revenues from non-exchange fransactions with other government entities are measured
at fair value and recognized on obtaining control of the asset (cash, goods, services and
property) if the transfer is free from conditions and it is probable that the economic
benefits or service potential related to the asset will flow to the entity and. can be
measured reliably

ii) Reventrc from excha4ge transactions - IPSA,S g

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that
asset's net carrying amount. The method applies this yield to the principal outstanding
to determine interest income each period.

Rental income

Rental income arising from operating leases on investment properties is accounted for
on a straight-line basis over the lease terms and included in revenue.

iii) Benefit Palable.

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

b) Budget information - IPSAS 24

The annualbudget is prepared on the accrual basis, that is, allplanned costs and income
are presented in a single statement to determine the needs of LAPFUND. As a rcsult of the
adoption of the accrualbasis for budgetingpurposes, there are no basis, timing or entity
differences that would require reconciliation between the actual comparabli amounts
and the amounts presented as a separate additional financial statement in the statement
of comparison of budget and actual amounts.

9lPage
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In addition to the Basis difference, adjustments to amounts in the financial statements

are also made for differences in the formats and classification schemes adopted for the

presentation of the financial statements and the approvedbudget.

c) Ta:res-tAs 12

LAPruND is a registered Retirement Benefit Scheme and is exempt from income tax

d) Invesftnent plrclprrty -IPSAS 16

Investment properties are derecognized either when they have been disposed of or when

the investment property is permanently withdrawn from use and no future economic

benefit or service potential is expected from its disposal. The difference between the net

disposal proceeds andthe carrying amount of the asset is recognized in the surplus or
deficit in the period of de-recognition.

Transfers are made to or from investment property only when there is a change in use.

e) Property, plarfi andequipment - IPSAS 17

A11 property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cost includes expenditsre that is directly attrlbutable to the

acquisition of the items. When significant parts of property, plant and equipment are

required to be replaced at intervals, the entity recognizes such parts as individual assets

with specific useful lives and depreciates them accordingly. Likewise, when a majot
inspection is performed, its cost is recognized in the caruying amount of the plant and

equipment as arcplacement if the recognition criteria are satisfied. All other repairs and

maintenance are charged to the statement of changes in net assets duringthe financial
period in which they are incurred. Where an asset is acquired in a non-exchange

transaction for nil or nominal consideration the asset is initially measured at its fair
value.

Land is not depreciated. Depreciation on other property, plant and equipment is

recognized so as to write off the cost of assets less their residual values over their useful

life using the straight-line method.

f) Intangible asseb - IPSAS 31

lntanglble assets acquired separately are initially recognized at cost. The cost of
intanglble assets acquired in a non-exchange transaction is their fair value at the date of
the exchange. Following initial recognition , intanglble assets are carried at cost less any

l0 lPage

Investment properties are measured initially at cost, including transaction costs. The

carryingamount includes the replacement cost of components of an existing investment

property at the time that cost is incurred if the recognition criteria are met and excludes

the costs of day-to-day maintenance of an invesfment property. Investment property

acquired through a non-exchange transaction is measured at its fair vaLue atthe date of
acquisition.



Local Authorities Pnorddent tund (LAPTIJND)
futnuat Reports and Financial Statemenb
For the year ended June 30,2O2O

accumulated amortization and accumulated impairment losses. Internally generated
intangible assets, excluding capitalized development costs, are not capitalized, and
expenditure is reflected in surplus or deficit in the period in which the expenditure is
incurred.

The useful life of the intangible assets is assessed as either finite or indefinite.

d Financial instrumenb - IPSAS 29

Finarcial assets

Inifial rccognition and measurcment

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement ate classified as financial assets at fair value through surplus or deficit,
loans and receivables, held-to-maturity investments or available-for-sale financial
assets, as appropriate. LAPFUND determines the classification of its financial assets at
initial recognition.

Ioans andreceiuables

I-oans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement, such
financial assets are subsequently measured at amortized. cost using the effective interest
method, less impairment. Amortized cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are an integral part of the
effective interest rate. Losses arising from impairment are recognized,inthe surplus or
deficit.

Held-to-maturity

Non-derivative financial assets with fixed or determin ablepayments and fixed maturities
are classified as held to maturity when LAPruND has the positive intention and, ability to
hold it to mafurity. After initial measurement, held-to-maturity investments are
measured at amortized cost using the effective interest method, less impairment.
Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate. The
losses arising from impairment are recognized insurplus or deficit.

Impaitment of financial assets

LAPruND assesses at each reporting date whether there is objective evidence that a
financial asset or an entity of financial assets is impaired,. A financial asset or an entity of
financial assets is deemed to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial
recognifion of the asset (an incurred 'loss event') and that loss event has an impact on

,
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the estimated fufure cash flows of the financial asset or the entity of financial assets that
canbe reliably estimated. Evidence of impairment may include the following indicators:

i. The debtors or an entity of debtors are experiencing significant financial
difficulty

ii. Default or delinquency in interest or principal payments

iii. The probabllity that debtors will enter bankruptcy or other financial
reorganization

iv. Observable data indicates a measuruble decrease in estimated futtxe cash flows
(e.gchanges in arrears or economic conditions that correlate with defaults)

Arnortized Cosb

LAPruND has been amortizing the interest of the outstanding debt of the sponsors.

Considering the current sifuation, this is not prudent since most counties have not been

paying the debt especially the ones for the defunct Local Authorities. The Entity is

retrospectively changing this policy by writing off all the interests through impairment.

h) Prouisions -IBAS 19

Provisions are recognized when LAPFUND has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources

embodying economic benefits or service potential will be requied to settle the obligation
and a reliable estimate canbe made of the amount of the obligation.

Where the Entity expects some or all of a provision to be reimbursed, for example,under
an insurance contract, the reimbursement is recognized as a separate asset only when
the reimbursement is virtually certain.

The expense relating to any provision is presented in the statement of financial
performance net of any reimbursement.

Con tinge n t I ia bi Ii ti es

LAPruND does not recognize a contingent liability, but discloses details of any

contingencies in the notes to the financial statements, unless the possibility of an outflow
of resources embodying economic benefits or service potential is remote.

Contingent assets

LAPruND does not recognize a contingent asset, but discloses details of a possible asset

whose existence is contingent on the occurrence or non-occurrence of one or more

uncertain future events not wholly within the control of the Entity in the notes to the

finaneial statements. Contingent assets are assessed continually to ensure that
developments are appropriately reflected in the financial statements. If it has become

virtually certain that an inflow of economic benefits or service potential will arise and
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the asset's value can be measured reliably, the asset and the related. revenue are
recognized in the financial statements of the period in which the change occurs.

il Nature and pwpse ofreserues

The reserve fund is established to take into account any potential future diminution in
value of assets. It is also used for the transfer of interest to mernbers, where the amount
credited to members' balances exceeds the surplus for the year.

Reserves

LAPruND has reserve fund which was established to take into account any potential
fufure diminution in value of assets and also used for transfer of interests to members in
case member's balances exceeds the surplus for the year. The entity has found it prudent
to transfer these reserves to accumulated surplus which the Entity has recognized as
retrospective change of accounting policies.

j) Ctr^artgs,s in accounting policies and estimates - IPSAS g

LAPruND recognizes the effects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied, prospectively if retrospective
applic ation is impractical.

k) Employee benefits - IPSAS 25

Retirement benefit plans

LAPFUND provides retirement benefits for its employees. Defined contribution plans are
post-employrnent benefit plans under which an entity pays fixed contributions into a
separate entity (a fund) , and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits
relating to employee service in the current and, prior periods. The contributions to fund
obligations for the payment of retirement benefits are charged, againstincome in the year
in which they become payable.

Defined benefit plans are post-employrnent benefit plans other than defined-
contribution plans. The defined benefit funds are actuarially valued tri-annually on the
projected unit credit method basis. Deficits identifie d are recovered through lump sum
payments or increased future contributions on proportional basis to all participating
employers. The contributions and lump sum payments reduce the post-emplc5rment
benefit obligation.

l) Foneign cumetrcytransactions -mA^S 4

Transactions in foreign currencies are initialty accounted for at the ruling rate of
exchange on the date of the transaction. Trade creditors or debtors denominated in
foreign currency are reported atthe statement of financial position reporting dateby
applying the exchange rate on that date. Exchange differences arising from the

7
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settlement of creditors, or from the reporting of creditors at rates different from those at

which they were initially recorded during the period, are recognized as income or
expenses in the period in which they arise.

m) Relat€d parties Transastions - IPSA,S 20

LAPruND regards a related party as a person or an entity with the ability to exert control
individually or jointly, or to exercise significant influence, or vice versa. During the year,

LAPruND had several transactions with related parties.

I

loans due from related parties
Inans advanccd to lnanaccmcnt

Ksh'000'
101.t ooo

loans to managcment carry 3% intcrcst. Diffcrcncc bctwccn intcrcst charScd by LAPFUND and thc

statutory ratc as pcr Scc 27(1) b of Incomc Act of 2004 is compcnsatcd by taxcd loan bcncfit

rcccivcd. Thc loans advanccd to managcmcnt arc rccovcrcd through thcir salarics.

11 Rcmuncration to nanaqcmcnt 127.515

111

Contributions due from Counlv Governments, Water conmpanies and other companies
County Govcrnmcnts & Asscmblics

Watcr Companics

Othcr Comnanics

23,167.667
2,600,416

59.1 06

Total 25.827.189

lV Rcrnuncration to Board mcmbcrs

v
Receipts from related parties
County Govcrnrncnts, County Asscmblics, Watcr cotnpanics and othcr companics

Staff rcoavment loans

6.229,032
1t.674

Total 6-240-706

Management personnel are described as those persons having authority and
responsibility for planning, directin g and controlling LAPFUND.

n) Serrrice concessiom arra4gements - IPSAS 32

LAPruND analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requirements. In
particular, where a private pafiy contributes an asset to the arrangement, LAPruND
recognizes that asset when, and only when, it controls or regulates the services the
operator must provide together with the asset, to whom it must provide them, and at
what price. In the case of assets other than 'whole-of-life' 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 recoSnized are measured at their fair
value. To the extent that an asset has been recognized, LAPruND also recognizes a
corresponding liability, adjusted by a c ash cons ide ratio n p aid or received.

o) Cash and cash equivalents

Cash and cash equivalents comprise cash onhand and cash atbank, short-term deposits

on call and highly liquid investments with an original maturity of three months or less,

which arc readily convertible to known amounts of cash and are subject to insignificant
risk of changes in value. Bank account balances include amounts held at various
commercial banks at the end of the financial year. For the purposes of these financial

14 lPage
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statements, cash and cash equivalents also include short term cash advances to
authorised public officers and/ or institutions which were not surrendered or accounted
for at the end of the financial year.

p) Comparative figures

Where necessary c omparative figures for the previous financialyear havebeen amended
or reconfigured to conform to the required changes in presentation.

{) Subsequentevenb

There havebeen no events subsequent to the finan cialyear end with a significant impact
on the financial statements for the year endedJune 30, 2olg.

5. significant judgments and sources of estimation rurcertainty

The ptepatation of the Entity's financial statements in conformity with IpSAS requires
mana$ement 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 catrying amount of the asset or liability affected in future periods. The judgements,
estimates and assumptions made include;

Btimates and assumptions

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 matefial
adjustment to the carrying amounts of assets and liabilities within the next financial year,
are described below. The Entity based its assumptions and estimates on parameters
available when the consolidated 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 Entity. Such changes are
reflected in the assumptions when they occur. IPSAS 1. 140

Useftrl Iives and residual values

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

r The condition of the asset based on the assessment of experts employed by the Entityr The nature of the asset, its susceptibility and adaptabllity to changes in technology
and processes

r The nature of the processes in which the asset is deployed
t Avallability of funding to replace the asset
t Changes in the market in relation to the asset

,

I
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Provisions

Provisions were raised and management determined an estimate based on the information
avallable. Additional disclosure of these estimates of provisions is included in Note 10. Provisions
are measured at the mana1ement's best estimate of the expendifure required to settle the
obligation at the reportingdate, and are discounted to present value where the effect is material.

LAPruND makes provision for;

i) De,preciation

This is provided for on a straight-line method over two years as per the RBA act

ii) Bad&DoubtrulDebts

When due contributions are not remitted by 1 5tl1 of the following month, a 3o/o compounded
interest is charged. The management makes a provision for all the interest charged and still
outstanding at the endof the financial year
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I

6 Revenue attributable to members
Normal Contributions
Gratuity Contributions
Voluntary Contributions
IAPFUND Staff Contribution
Diaspora Contributions
Arnal Contributions

Total Revenue Attributable to Members

Lcss: Benefits to Members
Retirement Benefits
Death Benefits
Insured Benefits
Amal Benefits
Transfers

Total Benefits to Members
l,evies on Outstanding Contributions

Revcnue Attributable to Members

7 Finance income - external invegtments

Fixed Income
Government Bonds
Treasury Bills
Interest on Deposits
Corporate Bonds
Commercial Paper

Dividend Income
Investlnents in Quoted Equities

Gain on Sale of Investmentr
Gain on Sale of Treasury Bonds
(Icss),/Gain on Sale of euoted Shares

Property Income
Rentals
Hospitality
ReaI Estate
[,and Banking

Total Finance Income - Exterrral InvestmentE

a Other Income
Car lfan Interest
Mortgage Loan Interest
Disposal of Assets Income
Other Misc. Incomes

Total Other Income

" 
1;nrsalized Gain/(Loss) on Fair Value of Investments

Property Investrnents
Government Bonds Investrnents

Quoted Shares Investments
Net Unrealized, Gaia/ I.oss

t55
3,626rE76 3,415,52c

7-4 5 L73
11.220.312 4.726.692

2019/2020
Kshs.'OOO'

63,481
67,749

88
62-1aa

7,418,323

7,224,921 6,046,065

20ta/20t9
Kshs.'OOO'

31,1 l5
61,709

I,151
6rl40,O39

3,353,395
762,LOO
117,227

3,177,137
224,596

73,797

763,5o0
64,665
61,63 I
49,3O6

443,512
57,451
29,1A4
80,3O5

t37 -17 7

t3l,l7t

998,IO1 61o,452

ta6
139r1E6

@-57:a\ (289)
(4,573,.

2,427

<z8e)

( 14.3,80.9)
(l r,o97)

2,lgg
7.O4a 8.Oa8

1I.665 (15 ,8r9)
1.O7 6,364 ,530

1,OO9
6,759
3,929
7,999

722
3,215

559
593 4.495

991,4 55
208,72t(r 1,384)

,956)
e70,s40) E1 ,90a

The increase in other miscellaneous income relates to revaluation of motor vehicles which had
been fully depreciated yet they are still in use.
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1O Employee Costs

Salaries and Wages
Contributions to Pensions

Contributions to Mcdical Aids
Commuter and Other Allowanccs
Gratuity
Housing Allowance

Total Employee Costs

11 Remunerafion of Board Members

Chafuman Allowanccs
McetinS Costs
Medical Aid Contributions
'Iravel, Conferences and Other Costs

Total Board Members' Remuneration

12 Contracted Services

Icgal I'ces
Pcrformancc ContractinS Costs

Total Contracted Services

19 Expenses on Operations Relating to Core Marldate

Members Costs
Stratcgy and Business Devt Costs

Corporate and Public Rclations
Invcstment Managcmcnt Fees

Custodial ['ecs
Debt Management fces
Statutory Costs
Property & l'inance Costs

Procurcment Costs
Total E:rpenses on Operations Rel,ating to Core Mandate

14 Administrative E:cpenses

Officc Operating Expcnscs
HR & Employcc Devclopment
ICf Costs
Audit, Risk and Compliancc
l'inance Chargcs

Total Administrative Expenses

I5 Repairs and Maintenance

Computcrs & Network Maintcnance Costs

Motor Vchiclcs
Officc Maintcnance

Total Repairs and Maintenance

2019/2020
Kshs.'OOO'

2O8,754
37,948
30,787
36,580

37.669

20ta/2019
Kshs.'OOO'

187,914
34,569
26,827
37,162

38,O83
351.797 924,554

255
2,287
1,738
6.690

lo,97l

170
8,898
1,1 1O

39.463
49,640

31,866
333

7,846
9,506

- 199 17,952

88,122
zl,4o1
42,114
25,745
13,790
77,175

5,850
42,67O

8.125
924,992

135,064
53,993
88,0O9
17,9O2
1o,745
72,822

7,600
62,543

2.O42
4 -720

67,O57
LO7,3Ol
29,227

20
1.589

78,446
111,853

16,679
18,600

1,540
1 94 227,117

871
1,89O
5.886

1,723
1,553
1.t34

8,646 4.41O

During the year, expenses were reclassified into contracted services, costs relatinS to core

mandate and administrative costs from the previous contracted services and Senetal costs. This

is aimed at improving disclosure in respect to related expenses.
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16 Depreciation, Amortization and Provision Costs

Plant and Equipment
Intangible Assets

Total Depreciation
Administrative Recharges Amortized
Provision for Doubtful Debts

Total Amortization Costs and Provisions
Total Depreciation, Amortization and Provisions

17 Cesh arrd cash equivalents

Cash in Bank

Cash-on-hand

Cash on transit

Total cash and cash equivalents

I7(a) Cash and cash equivalents

2019/2020
Krhs.'00O'

2018/20t9
Kshs. '000'

73,697
t$7o

75106g
735,126

2.0O2,173
2.737.298
2-812,3663-56 ,888

1 50,1 60

376

1,097

30,334

469

597

151,699 31,400

a) Bant Accounts

Co operative Dank Operation

KCB Operation Account

NCBA - Colf View Operations

Co op Bank Collection

KCB Collection

NBK - Collection

NCBA - Colf View Collection ksh

'NCBA - Gotf View Collection Usd

AMAL Collection - Gulf Bank

AMAI Collection -KCB &hl
Sub- Total

b) Cash-on-hand
Petty Cash Nairobi
Petty Cash Kisumu
Petty Cash Mombasa

Petty Cash Nyeri
Petty Cash Nakuru

Petty Cash Wajir
Petty Cash Mandera
Petty Cash Isiolo

Petty Cash Garissa

Petty Cash CEO's Office
Pettycash Mavoko
Petty Cash Colf View

Sub- Total
c) Cssh on transit

Coltuiew Mpesa Pay bill

Funds Transfers

$ub- Total
Total cash and cash equivalents

Account Number
7
01 136198240 1

7
1149212292

7
1002063316/
01 1361982400
7
114898767

7
0r002000903700

100166795 1

1001 667967

035000640 I
t239065043

512954

150,160 IS0,S34

95

27

31

19

45

10

14

51

20

50

14

16,974

70,759

827

2,253

45,097

11,955

274

1,927

59

35

7,230

87,913

7,274

29,814

3,053

1,397

1,606

3,818

61

267

200
35

22

40

38
10

14

4

20

50

5

32

s76

597

500

1,097 597

469

597
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a

2019/2020
Kshs.'OOO'

20ta/2019
Kshs.'O0O'

t8 Receivables from exchange transactions

Current receivables
Contributions due

Total current receivables
Non-current receivables

Contributions due

Iess: impairment allowance

Current portion transferred to current receivables

Total non-current receivables
Total receivables

19 Receivables from non-exchange contracts

Current receivables
Administrative re-charges due
[ess: impairment allowance

Total currcnt receivables
Staff loans

Other debtors

Total currcnt receivables
Non-current receivables

Administrative re-charges due
[.ess: impairment allowance

1.04 1,101 636,806
r,04 r,10r 696,806

18,062,299
QO.t02.225)

/ 7,960rO74
(63 6.8r16)

11.972.660 7.929.268
1s,019,76I 7,960,014

25,827,249
( 12.8 1 3.488)

,13rol3r76l(1.04r.l0l)

933,739
7 48)

1,o73,793
(2t4,759)

746,991

101

748,092 I,009,606

Current portion transferred to current receivables

Total non-current receivables
Staff loans

Total non-current receivables
Total receivables

6,312,361 5,378,622
(4.436.988) (3.609.292)

lrg73r373 11769,329
Q46.991) (859.tr:15)

LJ2E$EZ 910.295
296,965 95,379

t.425.347 r.OO5.67S
2,179,439 2.O75.279

Administrative expense receivable relates to outstandingrecharges of administrative expenses

to be recovered from Local Authorities in line with Section 4(4) of Local Authorities Fund Act,

however, due to the doubtful nahye of recoverability of the same, the Board approved a 2Oo/o

provision on a straight-line basis

Staff debtors relates to the staff (Car and Mortgagc) k:an scheme set up by the board for the

benefit of the employees.

859,0S5
146,189

4,382
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20 Motor Vehicles, Plant and Equipment

Cost

At I July 20 I8
Additions,/Reval uat ion

Disposals

At 9O June 2019
Additions/Revaluation

Disposals

At 3O Jane 2O2O

Depreciation and impairment
At 1 July 2O 18

Depreciation

Disposals

At 9OJune 2019
Depreciation

Disposals

At 3O lu,ne 2O2O

Net book values
At 3O Jane 2O2O

At 3O June 2O19

Motor Vehicle

Kshs.'OOO'

75,227

Computer and
Equipment

Kshs.'OOO'

127,619

9,952

Furniture
Fixtures &

Fittings
Kshs.'OOO'

203,578

13,656

Total

Kshs.'OOO'

406,364
22,5O8

428,872
30,gg2

75,227
27,962

136,471
1,925

217,174
1,106

1O9,089 138,996 2lg,28,0 459,764

50,553

23,92O

119,667

7,627

168,775

42,157
s98,995

79,697

74,473
754

127,287
5,410

21o,932
4,267

412,692
1o,425

75,227 132,697 215,194 423,1t7

27,862 5r6gg s,086 36,647
754 91184 6,242 1 6,1 g0

21 lntangible assets - software
Cost

At I July 2018
Additions,/Rev aluation

At 30 June 2019
Additions/Revaluation

At 3O June 2O2O

Amortization and impairment
At I July 20I8
Amortization

At 9O June 2019
Amortization

At 3O lune 2O2O

Net book values
At 3O June 2O2O

At 3O June 2OI9

- Motor Vehicles 5Oo/o

- Office Equipment and Furniture 5Oo/o
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26 939
14,5O4

41,437

191614

3,912

- Computers
- Fixture and Fittings

25,563

4,691

9o,245

Depreciation is provided for at a straight-line method at the following rates:

5Oo/o

5Oo/o

Assets pvrchased in the first half of Financial Year are chargedfull year deprecation while Asset
purchased in second half of Financial Ycar are depreciated in the subsequent Financialyear.

25,563

1,370



Local Authorities Provident tund 0.APTIJND)
fuinual Reporb and Financial Statements
For the year endedJune 30,2O2O

a

2019/ 2020

Kshs.'000'

2018/2019

Kshs.'000'

22 Trade and other payables from exchange transactions

Trade payables

Benefits payable

Other payables

Total trade and other pryables

85,136

52,473

40.833

49,340

2,388

37 254

178.442 88,982

Benefits payable to members relates to claims received on or beforebalance sheet date

whose payment was pending at the same date

23. Emplol,ee Benefit Obligatioms

LAPruND operates a defined contribution scheme for all full-time employees. The entity

operates a defined contributions scheme for all full-time employees. The employee

contributes l2o/o and employer l5o/o of the monthly Sross salary. At the time of retirement,

the employee is refunded the total contributions plus the interest earned less tax.

LAPruND also contributes to the statutory National Social Sccurity Fund (NSSF). This is a

defined contribution scheme registered under the National Social Security Act. The entity's

obligation under the scheme is limited to specific contributions legislated from time to time

and is currently at Kshs.ZOO per employee per month.

24. Efuandal risk management

LAPFUND's activities expose itto avafiety of financial risks including credit and liquidity
risks and effects of changes in foreign currency. The entity's overall risk management

programme focuses on unpredictability of changes in the business environment and seeks

to minimise the potential adverse effect of such risks on its pefiormance by setting

acceptable levels of risk. The entity does not hedge any risks and k':as in place policies to

ensure that credit is only extended to customers with an established credit history.

The entity's financial risk management objectives and policies arc detalled below:

i) cr€dit Risk

The entity has exposure to credit risk, which is the risk that a countetparty will be

unable to pay amounts in full when due. Credit risk arises from cash and cash

equivalents, and deposits with banks, as well as trade and other receivables and

av ailable - for - sale financial investments.

Management assesses the credit quality of each customer, taking into account its

financial position, past experience and other factors. Individual risk limits are set

based on internal or external assessment in accordance with limits set by the directors.

The amounts presented in the statement of financial position are net of allowances for
doubtful receivables, estimated by the entity's mana4ementbased on prior experience

and theft assessment of the current economic environment.
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The carrying amount of financial assets recorded in the financial statements
representing the entity's maximum exposure to credit risk without taking account of
the value of any collateral obtained.

ii) Uquidity riskmanagement

Ultimate responsibility for liquidity risk management rests with the entify's directors,
who have built an appropriate liquidify risk management framework for the
management of the entity's short, medium and long-term funding and liquidity
mana$ement requirements. The entity manages liquidity risk through continuous
monitoring of forecasts and actual cash flows.

iii) Marketrisk

The board has put in place an internal audit function to assist it in assessing the risk
facedby the entity on an ongoing basis, evalu ate and test the design and effectiveness
of its intern al accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate,
equity prices and forcign exchange rates which will affect the entity's income or the
value of its holding of financial instruments. The objective of market risk management
is to manage and control market risk exposures within acceptable parameters, while
optimising the return. Overall responsibility for managing market risk rests with the
Audit and Risk Managemcnt Committee.

The entity's Finance Department is responsible for the development of detailed risk
management policies (subject to review and approval by Audit and Risk Management
Committee) and for the day to day implementation of those policies. There has been
no change to the entity's exposure to market risks or the manner in which it manages
and measures the risk.

iv) Fmeign currencyrisk

The entity has transactional currency exposures. Such exposure arises through
purchases of goods and services that are done in currencies other than the local
currency. Invoices denominated in foreign currencies are paid after 30 days from the
date of the invoice and conversion at the time of payment is done using the prevailing
exchange rate. At the end of the period, LAPruND did not have any carrying amount
of foreign currency denominated in monetary assets and monetary liabilities.

v) Intercst rate risk

Interest rate risk is the risk that the entity's financial condition may be adversely
affected as a result of changes in interest rate levels. The entity's interest rate risk arises
from bank deposits. This exposes the entity to cash flow interest rate risk. The interest
rate risk exposure arises mainly from interest rate movements on the entity's deposits.
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Management of intercst rate risk

To manage the interest rate risk, management has endeavoured to bank with
institutions that offer favourable interest rates.

Sensitiuity analyals

The entity analyses its interest rate exposure on a dynamic basis by conducting a

sensitivity analysis. This involves determining the impact on profit or loss of defined
rate shifts. The sensitivity analysis for interest rate risk assumes that all other vaiables,
in particular foreign exchange rates, remain constant. The analysis has been

performed on the same basis as the prior year.

vi) Capital RiskManagement

The objective of the entity's capitalrisk management is to safeguardtheBoard's ability
to continue as a going concern.

25. EVents After the neeortirg Period

There 'vvere no matefial adjusting and non- adjusting events after the reporting period.

26. Vlln.ate and Holding Entity

The entity is a State Corporation / or asemi- Autonomous Government Agency under the

Ministry of National Treasury and Planning. Its ultimate parent is the Government of
Kenya.

27. Cumency

The financial statements are presented in Kenya Shillings (Kshs).
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28 Inyestments

Fair yalue

At l July 2018

Additions

Maturity/ Disposals

Changc in fairvaluc

At 30 lane 2019
Total investments

Total current investments

Property

Kshs. '000'

14,264,653

24,843

991,455

Government
Bonds

Kshs. '000'

Tre asury
Bills

Kshs. '000'

Fixed
deposits

Kshs.'000'

Corporate and
commercial

papet
Kshs. '000'

Quoted
shares

2,ggg,g77

17,6lg

(309,s61)

(388,557)

Unquote
d shares

Total

Kshs. '000' Kshs. '000' Kshs.'000'

3,O77,696

2,799,693

(7O7,57 t\

208,721

7Ol,24O

543,791

(724,t35)

529,563

5,913,974

(5,462,98!a)

650,802

4,375

(69,433)

11,72O 221224,650

9,2O4,194

(7,2731693)

811,619

15,280,950 s,378,599 520,896 880,459 686,744 2,309,476 ll,720 241966,779

449,326 520,896 880,453 354,746 2,309,476 - 4r5l3rggg

-

ll1720 20r452rgglTotal non-currentinvestmenl 15r280r950 4rg2grZtg 25O,998

Additions

Maturity/Disposals

Change in fair value

At 30 June 2O2O

Total investments

Total current investments

489,039 2,600,556

(861,690)

( I I,384)

1,33I,051

(602,295)

10,009,087

(9,405,026)

,
15,769,ggg 7r106,020 1,249,652 1,493,514 1361783 2,531,754 71,720 29,299,432

933,765 1,2491652 t,483,514 60,315 21531,754 6126lrOO0

Total non-currentinvestmen'l l5r769rgEg 6rl7O1265 761468 llr720 22rO2Er432

PrDperty investment includes an amount of Kshs.1,295,0O3,O27 which compdses of development of Shopping Centr€, Nursery school and 131
units Maisonettes (LAPFUND Gardefls) in Mavoko Sub^County, M4chakos Couflty which arc on sale. The amount is net of costs, deposits and fully
sold units.

25lP age
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98,870 552,657 - lgr0g0r2'g
(547,831) (70,423\ (71,4E7,266)

(258,9s6) (27O,34O)
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XV[. Iho8rcr! on Folry up dAud G &colrmrtdrlionr

The following is the summary of issues raised by the extemal auditor, and management comments that were provided to the auditor. We have nominated
focal persons to resolve the va ous issues as shown below with the associated time faafte within which we expecf the issues to be r€solved.

Officer

our.......L.*.1.t..|a.r........ ...,.,

Reference No, Issue / Obrnatiorls fircm Auditor Man4gement Commenb
Focal Point

Person to Resolve
the Issue

Status

Mariakani
Estate
Nairobi

As previous reported, the Iocal Authorities Provident fund
(LAPruND) started collecting rent from tenants of Mariakani
Estate-Nairobi during the financial year 2016/2017 following
settlement of court case. Prior to the court settlement, the
County Government of Nairobi had collected rent amounting
to Kshs 64,800,000.0O which has not been for-vyarded to
LAPruND.

The pending court cases have been resolved and
LAPruND has full access to the estate. An agent has
been engaged to collect rents and reconcile the records
with the tenants. The agent's mandate is to collect rent
on rnonthly basis, collect rent arrrcars and determine
the exact anlount that has been paid to Nairrobi so that
we can institute llleasures to collect the rent collected
by Nairobi County Governrnent.

Bernard
MbogolT
Chief
Manager -
Finance and
Investments

Resolved

Makasembo
Estate
Kisumu

As previous reported, the court case concerning the continued
collection of rent by National Housing Corporation (NHC) from
tenants at Makasembo estate was yet to be concluded by 3Qtt,

June,2019. During the year under review, NHC collected rest
estinrated at Kshs l,452,OOO.OO but did not remit to LAPFUND.
This brings the total rent receivable frorn the Properly from the
time of its tmnsfer by the defunct Kisumu Municipal Council
to the lhnd approximately Kshs 11,979,000 as at sOrh June
2019. Available information also irdicates that the defunct
Kisumu Municipal Council failed to selice undetermined debt
arising from the consh'uction of the Estate by NHC and thus the
r€ason for the lafter to rnove in to collect rcnt to rrcover the
amount owed.

LAPruND and the County Government of Kisumu have
had improved coordination and the progress is very
promising. LAPI-UND has given the county a proposal
to demolish the houses in the estate and construct
modern houses. The County initiated a tr.ipartite
negotiation between National Housing Corporation,
County Government of Kisumu and ourselves to
resolve. LAPruND has given a decanting proposal
whiclr has been accepted by the County and the
tenants. The County as well has resolved the matter
with National Housing Corporation and the property
will soon officially behanded over to LAPFUND

Resolved
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Bernard
Mbogoh
Chief
Manager -
Finance and
Invesfments


