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KEY INFORMATION AND MANAGEMENT

(d tadtsround information
II
folal auttrorirics Providcnt ['und (LAPFUND) was cstablisltcd undcr the law of Kenya, The l,ocal

fiuflroritics Provident Fund Act, CAP 272, on the srrt of July 1960. At cabinel lcvel, LAPTUND is

feflresented by the Cabinct Secretary for National1'reasury wlto is responsible for the gencral policy

flnfl stratcgic direction of LAPFUNf)
Ill

(b) 
flipcipal 

Activities

ilhe principal activitics of LAPI'UND is as stipulatcd in CAP 272; to cstablish a provident tund for

iceftain cmployr-es of local authorities; to providc for contributions to thc fund by such employces

]an! autlroritics, and for the administration of the fund by alncal Authorities Provident t'und lloard;

ianja fo. matters incidcntal thcrcto and connectcd therewith.

T$e Act providcs for thc cstablishment of the fund to bc crcditcd with

a. Asscts transferrcd from other Funds

b. Amounts contributed each month by contributors and sponsors

c. Dividcnds, interest and other incomes accruing from investments of the Fund

d. Sums contributcd by Local Authoritics (Sponsors) towards the expenscs of managcment and

administration of the Fund
c. Such otlter moneys as may from time to time bc receivcd by the Board

(c) Key Managemenl

| {enrurut)'s 
clay-to-d ay management is under the Local Authorities Provident Fund tsoard

ir
(dl fiduciary Management
li

!'he key managemcnt personncl who hcld office during the financial ycar ended 36tn June 2018

dnd who had direcl fiduciary rcsponsibility were:

IPug.lr

I I A,itr. David Koross Chief Executive Officer
2 Mr. Bernard Mbogoh Chief Manager-Finance and Investment

Ch ief Manager- Strategy and B usiness f)evelopment3 Mr. GahTr Jaldesa
4 Ms. Veronicah Leseya Ch ief Manager- Admissions a nd Benefit A444p1fetign
5 Mr. Sylvester Mutie Manager - Research, St rat

- Intcrnal Audit ancl RiskMa6 Mr. David Mcthu
7 Ms. Janc Mtrrirsi Manager- Human Resource and Administration

Manarer- Finance8 Ms. Rhodah Chernashack
c Mr. Daniel Kibet Manag,er- Supply Chain

1( Ms. Golda Akolo Manager- Admissions and Benefit Administrat ion

I Mr. Eliucl Kiborek and Member RecruitmentManagev Marketing
SMa Information Communication and Technolo1 ) Mr. Martin Ayoo

I , Ms. Kellen Njue Manager - Legal Services

i

(o

S/N Name Desicnation
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Oversight Arrangements

lras put in place key fiduciary oversight affangements covering:

Board Committces
o Risk, Audit & Governance Committee;
o f'inance, Strategy & Investments Committce and

o Human Rcsources & Governance Committec.
Audit, Risk & Compliance Committee.
Transparency and Accountability Governance Structurcs.

(fl Quarters

P.O. tsox 79592 - 00200
8th t'loor, JKUA'| Towe rs,

Kenyatta Avcnuc
Nairobi, KEI{YA

Telcphone: +254 7Og 805000, +254 7O981OO

E-mail : i n fo(glrlapfund.or.ke
Website: wwrt,. l;tpfu Ircl.ttr.kc

Branches

(e)

e)

Mombasa (Coast Zone Office)
2nd Floor, lmara tluilding
Dcdan Kimathi Road

Mombasa
nro rnbasaof fice(({, lap1 u nd.trr. ke

Nakuru (South Rift Region Office)
1st Floor, Polo Centre
Kcnyatta Avenuc
Nakuru
naku ruofl'ice(i{r la pfu nd.or. ke

Iisiolo (Upper Eastern Region Office)
Desert Trail Building
Isiolo-Marsabit Main Road

Isiolo
isiolooffice ((D lapfu nd. or. ke

Kisumu (Western Tnne Offrce)
2nd t-loor, Almr an Plaza

Oginga Odinga Strcet

Kisumu
ki sum uo f fice (rD 1a pf u nd. or. ke

Nyeri (Central Region Office)
1st Floor, Fortress House

Kimathi Way
Nyeri
Nye r iof fice ({) I apf u nd. or. ke

Garissa (North Eastern Region Office)
Lilac Centre,
1,t l'loor - Off Kismayu Road

Garissa

Page
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Bank of Kenya Limited
vc Bank House

5772 - 00200
Kcnya

Bank of Kenya
Avcnuc

41862 - 00506
Kenya

Auditors

Gcneral
of Auditor Gcncral

'lbwers, University Way
tsox 30084 - 00100

Kenva

Vision

Be tlre Leading Retirement tsenefits Scheme in
Providing Secured Retirement

Mission

receive, prudently invest and manage mcmbers'
tions for prompt payment of bcnefits for
retirement.

Our Core Values

In an endeavour to realize our vision and mission,

LAPFUND is guided by the following core values

i) Customcr focus
]'eamwork
Continuous improvement
Professionalism and integrity

Kenya Commercial Bank
Kipande House Branch
P.O Box 27678 - 00506
Nairobi, Kenya

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

ii)
iii)
iv)
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Local Authorities Provident fu nd
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TTIE BOARD OF DIRECTORS

Hon Irwis Nguyai
BoardMember

Mr. Elijah Kau lopuke
Board Member

Hon. Lewis brings a wealtlt of cxpcricncc from
various exccutive roles both in Public & Private

Sectors spanning over Zlyrears. He is the

immediate past Assistant Minister for Local

Government and Member of Parliamcnt of Kikuyu
Constituency. Currently, he is thc Executive
Clrairman of l'inancc Plan Limited and Executive

Chatrman of thc t'irst Choice Global based in Kenya

& the USA.

Hon. Lewis holds a BA majoring in Economics and
Mathematics alongside a Global Executivc MBA in
Strategic Management offered jointly by thc USIU

Nairobi and Columbia University of Business

School (New York).

Mr Lopuke holds a Master of Arts Degree in
Education Administration from the Michigan
University of the USA and is currently a PHD

Student at Kisii University. He has a wealth of
experience of over 20 years having worked in
various institutions holding different senior
positions.
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Mr. Yunis HajiOmar Mohamed
Board Member

Mr. Yunis who holds Post Graduate Diploma from
the Kenya School of Law and tsA LLB (Honours)

from the University of Nairobi has working
experience of over Zlyearc in the kgal and

Management.

He is currently a solc partner in his Law ['irm
which specialises in Joint Ventures, Mergers and

Acquisitions, Property and Real Estate and
Immigration

Mrs Murongoro is a Long serving 'lrade Unionist
She is the National Chairperson KCGWU, National
Executive Member KCGWU and Chairperson
Kimilili Municipal Council Workers Union.

She holds a t)iploma in Civil llngineering from tlte
Kcnya Poly'tcchnic and a Diploma in Public

Relations from thc t'oundation Institute of
Professionals

I

rl
Mrs. Mary Namubuya Murongoro

Board Member

I
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Mr. Simon I€boo Ole Morintat, OGW
BoardMember

Mr Monritat has hands on experience of over
24years in Management of Public Affairs and
Administration. Currently, hc is thc County Chicf
Officer (PS) in Charge of Public Service
Managcment at the Nairobi City County
Govcrnment. He has also served as thc Deputy
Town Clerk Nairobi County and 'Iown Clerk in
Various Local Authorities.

Hc 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 last 25 years.

Dr. Sabana holds a PHD in Business Administration
from the University of Nairobi, Mastcr of tsusiness

Administration from the Universily of keds U.K
and Bachelor of Education Majoring in tsusiness

and Economics from the University of Nairobi.

Dr. Sabana has a wealth of experience in both
Public and Private Sector. She is a career
tlducationist, Banker and Microfinance Specialist.
She is the founder Director of the Kenya Private
Sector Aliiance, Vice Chairperson of the Kenya
Institute of Management and a founding Director
of the New Partnership for Africa's Development
(NEPAD). She has worked with World
BanklCGAPP Funded Microfinance Capacity
Building Project, carried out extensive Consultancy
work in rural finance in Africa and served as thc
Chief Executive Officer of the Association of
Microfinance InstilutionsDr. Beatrice Sabana

Board Member
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vid Koross

Mr. t)avid Koross holds a Master Degree in Public
Policy Management from Stratltmorc Business

Sclrool and a Llachelor of Arts degrec in Economics

from Univcrsity of Nairobi.

He has a wide area of expertise in Marketing,
Financial Management and Reporting, Customer
Management, Pension Schemes Regulation and
Administration.

Mr. Koross served as a Director of CDF Board for 3

ycars until 2014.

Officer andSeqetary to Board
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Mbogoh
Finance & Investments

, cPA (K)

L ManagementTeam

Mr. David Koross

Chief Executive Officer
MBA, BA Economics

Mr. Galm Jaldesa
Chief Manager, Research, Strategr &
Business Development
MBA, B Com Finance
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Veronicah Soila Irseya-Owende
Manage4 Admission s and Benefits Administration

of Arts (Hons), AIIK, CPAM

'.David Methu

,lnternal Audit
(K), BSC (Applied Statistics)

Kellen Njue
Manager, lr,gal Services
LLB, LLM, Dip (KSL), CPS (K)

Mr. Sylvester Mutie
Managet, Research, Aanning & Business

Development
MBA Finance, CPA (K), CIPS (M), BCom
(t'inance)
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For Pcriod Ended 30 June 2018

Ivfs. Chemashack Ndiwa
IvlanagerrFinance
tr,fSc {finance), BCom (Accounting)

,\{s. Jane Mmasi
Manager Human Resource &
Administration
IHRM, BBM (HRM), gSC

Eliud Kiborek
Manager, Marketing & Member
Recruitment
BBM (Marketing)

fvl{rtin Ayoo

{vl$nager,ICT
M$c fU.Copm), llsc (lT), Dip (l'I)
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Kibet

, Supply Chain
MCIPS, MKISM

Ms. Golda Akolo
Manager, Admissions & Benefit
Administration
MSc (Actuarial Science), BSc (Actuarial
Science)
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's Statement

'l'he

and
ialYear 2017/2018 was a positive year for LAPIUND delivering further stratcgic progress

ting in a successful renewal with an increascd mcmbcrship, undcrpinncd by a good

fi performance. We achicved this growth by implementing our strategic objectives including:
members' satisfaction, grow fund value, improved technology and good corporate Sovernance.

of the Board of Dircctors, it is my pleasure to present to you the LAPFUND's financial
ts for the quarter ended 30th June 2078.

In cnvironmcnt is looking up with a stable GDP growth in 2018. 'l'his is attributcd to less

risk and bettcr weathcr lcading to continucd cxpansion in the agricultural sector. According to
k projections, economic groMh will accelerate to 6.01% in 2019 from 5.5o/o in 2018.

'l'hc is mindful of its role and guardian of IAPFUNL) members and sponsors funds. We will
to monitor each of the investments portfolio and operations to ensure that LAPI'UND is the

retirement scheme. The Board will continue to develop LAPFUNT)'s strategy with its
our corc mandate particularly given thc context of the highly compctitive environment in

lve operate. We will ensure proper investments with the objective of generating high returns for
s

'l'ltc' Govcrnment of Kcnya has outlined four big priority arcas for thc next four years. 'l'hese arc

ral and food security, affordable housing, increased share of manufacturing, and universal

In support of this, LAPFUND has put in placc plans to build 1,000 affordable units to
the Affordablc Housing Agenda.

Ott ial performance, LAPFUND has continued with an upward growth trend. In our concerted

cnsure, our members receive improved rcturns on their retircment savings as wcll as timcly
t of benefits.

like to tlrank the management and staff of I-APruND for the excellent performance acltieved in
thc
'l't'r

Wc'

stakeholders, we are grateful for thc continued support and confidence you have in LAPruND

ise to keep improving for a bettcr future.

ialyear 2017 /2018.

take this opportunity to express my gratitude to the Board members for their important
during tlre financial year 20 17 / 20 1 8.

to continued cohesiveness and synergy in thc coming new financialyear.

you

Nguyai

il",.
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the Chief Executive Officer

an exciting year for LAPruNI) having
into ncw markets witlt our ncw products
Amal, Imarisha Maisha, Umma and Ufanisi.

led to a positive member growth and greatly
in achieving our mandate to secure

by managing and investing in our members'

me great pleasure to present LAPI'UND's

statement for the quarter ended 30th June

Highlights

quarlcr undcr rcvicw;

contributions increased by 77o/o from 4.97bn in tY 2016-17 to 5.53bn. The increase was

to aggressivc recruitmcnt in counties leading to increased contributions

paid duringthe year increased by 960/o from 2.74bn in FY 2016 17 to 5.39bn The increase

tecl to payrncnts of 5iratuity and voluntary benefits to Mcmbers of County Asscmbly and thc

Exccutivcs wftose term of servicc endcd aftcr the last Gencral t]lection in August 2017.

income during tl,e period decreased by 28o/o from l.1bn in FY 2016-17 to 0.83bn

the period under rcvicw. 'fhe declinc is attributcd tc'r:

to exiting members of County Assemblies and County Executives.

market performance was affected by prolonged electioneering period in the Country

ve costs incrcasecl by 25o/o from 689m in tY2O 16-17 to 864m in 2017 -2018. This was

to increased marketing costs incurred in the introduction of ncw products and thc

markcting activities, which were undcrtaken.

increased by 2o/o from 31.1bn in FY2O16-17 to 31.8bn in 2017-2018. The slight

was attributed to increasc in contributions as members recruited exceeded the ones exited

lras movcd a milc ahead to introduce ncw products in addition to its traditional products'

ted by constant changes in the market demand. The new products include: Sharia
product (AMAL), Imarisha Maisha (lnformal Sector), Ufanisi (Private Sector) and Umma

technology, we are proud to havc made the wcb Member Portal acccssible to all our

S

a

i)

ii)

a

a

I'his

Irr

lreln

extv P

I

portal enables members to acccss and track their contributions online
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lcvcl of invcstments as funds were uscd to financc paymcnt of benefits
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We focused and committed to our strategy to continue delivering growth to our members. We

to be innovative and improvc scrvice delivcry in the following ways;

Agenda

of the Government of Kenya Big t'our priorities, LAPTUND plans to build 1,000

units to support the Affordable Housing Agenda.
intend to inlroduce Post -Retirement Health Cover product which will contribute to

lrealtlr coverage, another key arca in the Big Four. This product will go a long way in
members to acccss health scrvices after attaining retirement a.ge.

b) Platforms
intends to fulfil the Iiconomic Pillar of Vision 2O3O by developing onlinc platforms

an integratcd mobilc money transfcr platform. 'fhis will enable mcmbers to send money

their accounts through USSD and Android Application.

of branch networks
Wc at improving our prescnce in over 30 counties across the county, which wiil bring services

our members and improve customer focus.

In spitc the difficult operating environment both legal and political times due to the past

period, LAPIUND returned impressive results and we are confident of better
goin.g f'orward.

I take opportunity to thank thc Board for their swift responsc to management requests by
a and strategies, managcment and staff for their commitment, dedication and supporl

thcir servicc to our mcmbcrs

'fhank May God bless you all.

Chief Officer

xvlPage

c)

c

and

I

l.xal
Annual

ancl



I
li
I ,1.

?iu
1,t.,

'i;
"li

, , ],
ir

.,' '

.:

. ,,1 :.

:1 I

r!

I

ii:
t fli,
,l,ri

,!'il|

t'r ,

lt,t

t,
l,
f.
't

|:l,
it



(o
uthorities Provident fund TAPFUND

and Financial Statements
For Ended 30 2018

GOVERNANCE STATEMENT

vitluc
is clrarged with ensuring LAPFUND is managed in a sound manner that delivers members

in an environmcnt of good corporate governance. It's in this spirit that the Board considers

governance as a key to good performance of LAPI'UNI)

The

'fhc

aSSctS

decis

vote

of Vision, Mission and Valucs.

The of Directors

'l'hc is currcntly comprised of 6 membcrs following the resignation of tsoard chairman and one

non- member during the year under review and a secretary who is the Chief Executive

Ward mcmbcrs and tloard Chairpcrson wcre appointcd by the Cabinct Secretary,'l'hc National
gazettc noticc no. 7385 and 7467, fla1si lnLt October 2015 and gtr' March 2016

,for a period of three years from the date of appointment.

ensures tlrat proper slandards of corporate Sovcrnance are maintained and have an

t over tlre management of the Fund, not only through the Board meetings but also through
the v Board Committees.l'he Board had three ordinary meeting and two special meetings.

The is required to meet at lcast four times in cvcry financial year to discuss thc overall
of LAPIUND. All full board meetings are convened by the Secretary to thc Board upon

from tlre Chairman or upon the requisition of at least five members of the Board. All

'l'he

continued to review various policics and procedures used and the stewardship of LAPFUND's

resourccs with the objective of maintainingand enhancing stakeholder value in the context

by a majority of present mcmbers voting with the Chairperson having the decisive

tic

also enter into a Performance Contract every financial year witlt thc government to
ce against set targets

Finance and Investment Commiftee

tlre Strategy, Financc and Investment Committee is to determine and advise on all
to financc and investment. The Committee is constituted by the Board and their

thc Investment policy document, Reviewing the stratcgic asset allocation targcts for
thc t investmcnt of mcrnbcrs contributions and invcstment incomcs

llt

Board
evaluate

'l'hc

matters

A)

ll

xvilPag el

t quartcrly rcvicw of LAPFUND's invcstmcnt structurc and the asset allocations,

I"ocal
Annual
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and recommending an annual operating budget and annual capifal, budget
sistent with the long-range financial plan and financial policies,

the financial aspects of major proposed transactions, new programs and services, as

as proposals to discontinue programs or services, and making action recommendations to

board and
l'inancial Regulations of LAPFUNT) pcriodically and align tltc samc to the

of the Public t'inancial Management and the regulations thereon from time to

I'he , Financc and Investment Committce arc composed of thc following mcmbcrs.

For Ended 30

111 .

iv

Thc

V

1

?

3

4

5

. Lewis Nguyai

Yunis Haji Mohamed

Simon Leboo Ole Morintat, OGW

Jane Wambugu

Chairperson

Member

Member

Member

Member

Kenyan

Kenyan

Kenyan

Kenyan

Kenyan

B)

. David Koross

Resources and Governance Commiftee

of thc Human Resourccs Committec are;

management assessment, succession and compensation matters in accordance withi. 1'o

11.

of Reference. The primary function of the Committee is to oversee, review, and
appropriate and effective human resource policies, strategies, proccsses and plans of

thc nization.

ittee further ensures that the company has an effective otganizational structure,
tive human resources, compensation policies and practices

and recommends for approval overall employec compensation philosophy and policies,

all bonus plans and other short- and long-term compensation arrangemcnts

comprise of the following members;

xviilPa

lr,cal
Annual

{equirements
tfme.

S/N Name Position Nationality
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Mr. Yunis Haji Mohamed

Dr. Beatrice Sabana

Mr. Elijah Iopuke

Ms. Mary Murongoro

Mr. Simon Leboo Ole Morintat, OGW

Ms. Jane Wambugu

Mr. David Koross

Dr. Beatricc Sabana

Mr. Elijah Lopuke

Ms. Mary Murongoro

Ms. Jane Wambugu

Mr. David Methu

Chairperson

Member

Member

Member

Member

Member

Member

Kcnyan

Kenyan

Kcnyan

Kcnyan

Kenyan

Kcnyan

Kcnyan

'l'his

Audit & Compliance Commiftee

ittee is clraired by a non-executivc member and mcets on a quarterly basis. I'he Committee
of assisting the Board of Dircctors perform its rolc in:

Providing oversight over financial and compliance, rcporting and disclosurc process, results of
the process and also providing additional assurance regarding the quality and rcliability of both
tlre financial and operating information;

Committce further evaluates lhe adequacy and effectiveness of the managemcnt rcporting
mits approved

statcmcnts to
to Committcc

'l'hc ittec is composcd of the following members

has

i.

ii.

ii i.

I

2

3

4

5

Chairperson

Member

Member

Member

Member

Kcnyan

Kcnyan

Kenyan

Kenyan

Kenyan

andTraining

'l'hc

l11

programme was executed, which allowed the lloard Members to be trained on their roles
and managing risks that the t'und might be exposcd to. 'fhc course also equippcd thcm with

t and management skills which consequently have helped overscc thc good operation

lPug"

risk
and of l,A['['L]NL)

lncal
Annual

S/N I Name

Name Position Nationality

Position Nationalify
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in the Board and Committee meetings

financial year, the attcndance of individual Board mcmbers in the schcdulcd mcctings is as

of Scheduled Meetings 5 IO

ce Sabana N,/A

[,,cpuke N/A to

Morirrtlrt [,cbcrr 10 N,/A

Ms. Wzunbugu's lefter indicates her appointment in May 2OI 7 but we rcceivd the appointment
letter in our office in August 2O18

5

5

5

a

5

5

5

5 5

N/A

N/A

Human
Resource

and
Governance

Board

n

2

4

Lewis Nguyai

II

I

I
3 /\lary Nambuya Murongoro

5 \ urris Omar Mohammed

7 A{s Jane Wambugu

N,/A

N,/A

Audit, Risk
and

Compliance

age

lncal
Annual

Finance,
Strategy

and
Investments

10

to

5 5

1 I I 4

5 5

5 5

xlx
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SOCI,AL RESPONSIBILITY STATEMENT(CSR)

social responsibility forms part of important activities of LAP['UNI). 'fhe Fund ensures that all
are undertaken in a socially and environmcntally responsible manner. 'fhe Fund has

its lrand to differcnt needy groups and impactcd positively on society and its cnvironment. l'he
in social responsibilities enhances its values and improves its image to the public. During

undcr review,'l'he Fund supported diffcrent community-based activitics by way of donations.

the FinancialYear, LAPFUND engaged in the following CSR activities

Conservation

With thc rise of deforcstation in the country, which has lcd to scvcre climatc cltange ncgatively,
LAPFUND joincd in thc campaign to save the environment by planting 100 trecs and IOO

flowers at Moi Avenue Primary School in Nairobi County. 'l'he school was viewed as a suitablc
location and venuc for the trce-planting exercise considcring:

The school is within the CBD and is exposcd to air pollution.
'Ihe compound necdcd shadc for the pupils as well as beautification.
Tlre school is vcry exposed and the trees surrounding the school will providc abit of privacy

FIG.I Officer of LAPIIIND and pupils of Moi tuimary khol during the trce planting exercise

LAPIUNI) t)onatcd 4500 trce-secdlings consisting of indigcnous trces, fruits, gravellier and
pinc trec scedlings; all valucd at Ksh.205,0OO for the 5 wards with the least forcst cover in
Taita'lavcta County.
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IIG. 2 Officers of LAPFIIND prcsent ttee seedlings to Hon. Mwandawirc tuIganga in
Taita Taveta County.

We sponsored Tree planting exercise in Siaya County, a total of 20,000 seedlings were
planted to boost tree and forest cover. The activity was also in view of client retention and
relationship management.

Humanitarian support
ldefUNfl visitcd Mama l'atuma Goodwill Childrcn's Home whcre we donatcd Kshs. 20O,0OO

drlring thc Holy month of Ramadhan and purchased foodstuff worth Kshs. 5O,0OO. Mama Fatuma
is,a rcgistcred childrcn institution with National Council for children serviccs in the Ministry of
L{bour. Social Sccurity and Scrvices.

tiIG. 3: Officers of LAPFLIND prcsenting Chque and Foodstuff to Mama Fatuma GodwiII
Childrcn's Home.
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the Directors
'l'hc submit their report together with the audited financial statements for thc year ended June
Itrl, which show the state of LAPI'UND's affairs.

activities
'l'hc activitics of LAPI'UND continues to providc a fund for the cmployecs of Local Autltoritics,
now Governmcnt employces, whcrc contributions madc each month by the employce and the

and incomes earncd from investment activities arc creditcd

'l'Irc for the year endedJune 30, 2018 are set out on pagc 1

'l'hc bers of the Board of Directors who servcd during thc year arc shown on page v. 'fhe tenure of
mcmbers of the Board started on 02n.1 Octobcr 201 5.

us Remission
being a Provident t1-rnd, all thc surplus is crcdited to mcmber accounts and hcnce no

to the Consolidated t'und.

General is responsible for the statutory audit of LAPFUNL) in accordancc with Article 229
of Kcnya and the Public Audit Act 2015and continucs in officc

lj)' of thc Board

Koross

to the Board andChief Executive Officer

thc

t'l i

1PN
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of Directors' Responsibilities
1 of the Fublic Finance Management Act,2012 and section 14 of the State Corporations Act;

the Directors to prepare financial statements, which give a true and fair view of the state of
t the end of the financial year and the operating results lhal year. 'Ihc Directors are also
to ensure that LAPIUND keeps proper accounting records which disclose with reasonable

the financial position. 'l'he Directors arc also responsible for safeguarding the asscts

'l'hc are rcsponsible for the preparation and presentation of thc financial statements, which givc
a fair view of thc state of affairs for and as at the end of the financial year ended on June 30,

responsibility includes: (i) maintaining adequate financial mana5emenl arranqements and201
cn that thcse continuc to be effcctive throughout the reporting period; (ii) maintaining proper

records, which disclose with reasonable accuracy at any time thc financial position of thc
cn ii) designing, implemenling and maintaining internal controls relevant to the preparation and
fair presentation of thc finarrcial statcmcnts, and ensuring that thcy arc free from matcrial
n1 nts, wlretlrer due to crror or fraud; (iv) safeguarding thc assets; (v) selecting and appLying

accounting policies; and (vi) making accounting estimates that are reasonable in the

iulccs.

'l'hc acccpt responsibility for the financial statements, which havc bccn prcparcd using
accounting policies supported by rcasonable and prudent judgements and estimates, in

witlr International Public Scctor Accounting Standards (IPSAS), and in the manner rcquired
by PFM Act and the State Corporations Act. 'l'he Dircctors are of the opinion that the financial

ts give a true and fair view of thc transactions during the financial year ended June 30, 2017,
allcl of thc financial position as at that date. I'hc L)ircctors furthcr confirm thc complctencss of thc

, records maintained, which havc been rclied upon in the prcparation of the financial
as well as the adequacy of the systems of internal financial control.

has come to the attention of the Directors to indicate that LAPFUNT) will not remain a going
for at least thc next twelve months from the dalc of this statement.

of the fina:rcial statements
ial statements werc approved by thc board on 27n Scptcmbcr 2018 and signed on its behalf by:

ve Officer Director Director

Page
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REPUBLIC OF KENYA

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR.GENERAL
OF THE AUDITOR.GENERAL ON LOCAL AUTHORITIES PROVIDENT

F FOR THE YEAR ENDED 30 JUNE 2018

NdPPNT ON THE FINANCIAL STATEMENTS
I,l

Opf nlon
ir

f h4v{ audited the accompanying financial statements of LocalAuthorities Provident Fund
se!o+t on pages 1 lo 23, which comprise the statement of financial position as at 30 June
2018, the statement of income and expenditure, the statement of changes in reseryes,
staterpent of cash flows and statement of comparison of budget and actual amounts for
the ylear then ended, and a summary of significant accounting policies and other
ex$tahatory information in accordance with the provisions of Article 229 of the
Cofrsfitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
thd iriformation and explanations which, to the best of my knowledge and belief, were
nefe$sary for the purpose of the audit.

f n ,ini opinion, the financial statements present fairly, in all material respects, the financial
po$itibn of Local Authorities Provident Fund as at 30 June 2018, and of its financial
petfolmance and its cash flows for the year then ended, in accordance with lnternational
Publit Sector Accounting Standards (Accrual Basis) and comply with the Local Authorities
Pr$vipent Fund Act, (Cap 271) and the Retirement Benefits Authority Act 1997.

ll
Bris for Opinionrl
Thp {udit was conducted in accordance with lnternational Standards of Supreme Audit
ln{titr{rtions (lSSAl). I am independent of Local Authorities Provident Fund in accordance
wifr lpsAl 30 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance
wifr tfre ISSAI and in accordance with other ethical requirements applicable to performing
aupitf of financial statements in Kenya. I believe that the audit evidence I have obtained
is 

fu{ficient 
and appropriate to provide a basis for my opinion.

tt
Key Audit Matters
ll

K{y Budit matters are those matters that, in my professional judgment, are of most
si{n(icance in the audit of the financial statements. There were no key audit matters to
reilorit in the year under review.

Ir
Otgr Matter

1. Mariakani Estate Nairobitt
fob"i Authority Provident Fund started collecting rent from tenants of Mariakani Estate -
Nai during the financial year 201612017 after the court case was settled. However the

uthorities Provident Fund - Annual Report and Financial Statements for the year ended 30 June 20 I 8
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recovery of the accrued rent arrears of Kshs.64,800,000 that had been collected by the
County Government of Nairobi has not been successful.

2. Makasembo Estate - Kisumu

The court case concerning the continued collection of rent by National Housing
Corporation (NHC)from tenants of Makasembo Estate is yet to be concluded/ determined
by the court by 30 June 2018 and National Housing Corporation did not remit the collected
rent for the year to LAPFUND amounting to Kshs.1,452,000. The total accrued rent
income from the property which had been earned but not received since the transfer of
the property by the defunct Kisumu Municipal Council to LAPFUND stood at
Kshs.10,527,000 as at 30 June 2018. The defunct Kisumu Municipal Council failed to
service undetermined debt arising from the construction of the Estate houses by National
Housing Corporation and thus the reason National Housing Corporation moved in to
collect rent to recover the debt. However, management has explained that a tripartite
negotiation between National Housing Corporation, County Government of Kisumu and
Local Authorities Provident Fund has been initiated to resolve the dispute.

REPORT ON COMPLIANCE WITH LAWFULNESS AND EFFECTIVENESS IN USE OF
PUBLIC RESOURCES

As required by Article 229(6) of the Constitution, except for the matter described in the
"other matter" section of my report, I confirm that, nothing has come to my attention to
cause me to believe that public money has not been applied lawfully and in an effective
way.

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

As required by Section 7(1) 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
internal controls, risk management and governance were not effective.

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. 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 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 SectorAccounting Standards (Accrual
Basis) and for such internal control as management determines is necessary to enable

Ltx'ul Authorities Protident Furul - Annual Raport and Financial Statement.s.fitr the .veur eruled 30.Iune 20lll
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ration of financial statements that are free from material misstatement, whether

to
m

d

ln

fraud or error

ring the financial statements, management is responsible for assessing the
ability to continue as a going concern, disclosing, as applicable, matters related

ng concern and using the going concern basis of accounting unless the
ent either intends to liquidate the Fund or to cease operations, or have no

c alternative but to do so

charged with governance are responsible for overseeing the Fund's financial
fting process.

nt is also responsible for the submission of the financial statements to the
I in accordance with the provisions of Section 47 of the Public Audit Act,

neral's Responsibilities for the Audit of the Financial Statements

it objectives are to obtain reasonable assurance about whether the financial
ts as a whole are free from material misstatement, whether due to fraud or error,

issue an auditor's report that includes my opinion in accordance with the provisions
of 48 of the Public Audit Act, 2015 and submit the audit report in compliance with

229(7) of the Constitution of Kenya. Reasonable assurance is a high level of
but is not a guarantee that an audit conducted in accordance with lSSAls will

detect a material misstatement when it exists. Misstatements can arise from fraud
or and are considered material if, individually or in the aggregate, they could

ably be expected to influence the economic decisions of users taken on the basis
of financial statements

part of an audit in accordance with lSSAls, I exercise professional judgment and
ntain 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.

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

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

a

a

a

clude on the appropriateness of the management's use of the going concern basis
accounting and based on the audit evidence obtained, whether a material

certainty exists related to events or conditions that may cast significant doubt on
e Fund's ability to continue as a going concern. lf I conclude that a material

uthorities Provident Fund - Annual Report and Finuncial Statements Jbr the yeur encled 30 June 2018
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a

a

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 consolidated and separate financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

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

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.

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

21 February 2019

Local Autfutrities Proyidant Funcl - Annual Rcport and Financial Statements ./br the .vear endecl 30 .Iune 20 l8
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Fnancial Performance for the Year endd 30 June 2078

non-exchar.ge tr ar^s acti ons
to rrrcnrbcrs

exchange transactions
- exlernal i nvesl nrents

(o
TAPFUND

(i

t4
7

3

4

5

7

97

t4

4ue

2017 / 2018
'ooo'

2,512,o77

838,687
3,132

20t6/ 20 7

'ooo'

II

and antottization costs

maintenance

servlces

s

/ (losses)
gain on fair value of investments

r gains/ (loses)

ve recharges

6

7

8

I
10

1t

L2

15

3,3 53,896 3

257,387
43,73i4

3,O45,124

4,534
167,9O5

39O,768

1 62

I

i\27 lro

3,9O9,452 1 32r 7

iatia,o47 zt7, (-i

313,O47 217 6

4(j4324 2t)

62L,818 3 727 5

The set out on paSes 6 to 25 form an integral part of the t'inancial Statemcnts.

rl

ll

[)cprcc i ul iotr

Total
Other

expenses

Total
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Ended 30th 2018

Statement of Financial Position as at 30 June 2018

a sset s

cash equivalents
from exchanSe transactions
from non -exchange transactions

Investments

t assets
Plant & Equipment

assets

t investments
receivables from non-exchange transactions
receivables from exchange transactions

other payables from exchange transactions

bilities

Executive Officer
t)avid Koross

Datc
t?

3,324,252 5,O25,7 67

67,371'\

(o
LAPTUND

For

Non

In

t3
t4
15
19

2017 / 20t8
'ooo'

45,O76
632,643
806,494

l,84O,O4O

2016/ 2017
'ooo'

52,831
524,363
661,792

:4,786,781

16
t7
19
15
t4

20,384,61O
739,199

7,275,396
28,466,57 5

3l ,7 90 ,828

42,O30
I,O38

19,418,329
6t2,962

6,O3cl 172

26,104,531
37 ,130,298

Net

tS

Li
Cu Liabilities

18 I I 5,t144 76,333
ll5,o44 76 333

31,67 5 r7 83 31,053,965

surplus

5 7,5 50
30,996,4 15

31,675,783 31,O53,965
Assets and Liabilities 3 | ,7 90,828 3l ,130,298

Thc Statcments set out on pages I lo 25 were signed on behalf of the Board of Directors by:

5 7,550
31,618,23:a

"(s
of the Board

Lewis Nguyai

Datco/,,/*,2

2lP e

Crrsh

XII.

Assets

Cu rrenl
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of Changes in Net Assets for the Year Ended 30 June 2Ol8

ble to members of
Reserve fund

Accwmu.lated
surplus

'ooo'

Total

as at 30 June 2016

it) for the pcrio<.l

as at 30 Jwne 2Ol7

the period

as at 30 June 2Ol8

'ooo' 'ooo'

57,550 27,868,560 27,926,'11

3,127,955 3 127 5

57,550 30,996,415 31,O53,96

621,818 621,81

57,550 31,618,233 31 675 7a

3
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Surplus/
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of Cash Flows for theYear Ended 30 June 2018

from operating activities

received

and services

ts

from operating activities

from investing activities

and equipment

used in investing activities

in cash and cash equivalents

equivalents at 1 July

equivalents at 3O June

tAP

2077 / 2078
'ooo'

2016/ 20 7

'ooo'

5,525,858
838,687

3,132

4

7,17

6,367,67 6 6,144 8

5,396,674
257,387

43,733
557,357

2,7 4l

6,245,O92 3,425 7

t22.584

.98,581

2,343,875 5,741, 8I
(2,3 12.116)
t30,340 2,8lO,l 7

(7 ,7 56) (eo,

52,832 743

45,O76 52,

7

t4
7

1

4 t4

Ca

Net
Net

4 lP

xIV.
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(o
TAPFUND

XV. Statement of Comparison of Budget and Actual Amounts

Note
Income
Net revenue attibutable to memben 1

Investment Income 2

Change in fair value of assets 3

Other incomes 4

Total Income
Expenses
Employee costs 5

Remunerationof board members 6

Repairs and Mainlenace 7

Contracted Services 8
General Expenses 9

Total expenses
Surplus for the period

Original budget
'ooo'

16,063,785
2,319,482

74,415

Final budget
'ooo'

Adjustments
'ooo'

Actual on
comparable

basis
'000'

Performance
difference

'ooo'

o/o

Yariance

ITO o/o

(21)Yo

23I o/o

6 %6

47 Yo

(5) o/o

7 o/o

20 o/o

O o/o

Q7)%
(1s)%
89 Yo

,9i44 2 954 o19I

1,796,434

1,060,031

239,527

(14,867,351)
(1,259 r451)

165,1,07

2,512,o77

838,687
313,O47

3,132

1,315,643
(221,345)

73,526
7781

18 459 616

735,O91

40,727
3,387

206,777
7,574,456

27O,889
40,964

3,771

167,616
533,1 59

2,498,940 (15,960,677) 3,666,943 1r 1681003

(464,203) 257,387
237 43,733

384 4,534
(38,561) 167,9O5

13,50I
(2,769)

(763)
(28e)

(981,297',) 390,768 142 391

2,4gg,g3g o16 399 (1,483,440) AO+

t5.959.777 482 541 (t4,477,236)
1

1

328 t52 07t
2,802,6t6 1 015 932

Note Description

1,
The net rerzenlle attrTbwtable to merrlbers increased by | 7Oo/o corrrpared to the final budget- Hourewer, it
uras lreloraz the original budg,et since irnplertentation of the business y>lan did not take off as anticipated

2

Investment incorrre declined by 27/o due to lvithdrarazals to:
i) lnwestrrl.ent rtarket perfon-nance \ ras affected by the long political situration in the cor- ntrlr
ii) Increased payrrnent of benefits to retirees rvhose retirerr-rent period cztt't1e to an1. during the financial year
iii) Recalling of funcls to finance payrrl.er.t of gratuity benefits to Aulernbers of County Assernblies and
E><ecr-rtirres

3 Change in fair value of assets has irnprowed by 237o/o due to the gain in walure of Equities and Gowernrnent
Bonds

7 Repairs and nlairrtenance rose by 2Oo/o fronl. the final budget due to increased repairs of the rnotor vehicles

9 The general expenses declined k>y 27o/o cotalpared to fhe final budget. This uzas as a resurlt of delayed
inrplerrrentation of the business plan as antticiy>ated.

5lPage
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Authorities Provident Fund
Report and Financial Statements

Ended 30 2018
to the financial statements for the year ended 30 June 2078.

1. General information

tocal Authorities Provident Fund (LAPFUND) is established and dcrives its authority and
accountability from the law of Kenya, The Local Authorities Provident Fund Act, CAP 272, of Sth

of July 1960. LAPI'UNI) is wholly owned by thc Government of Kenya and is domiciled in Kenya.

The principal activities of LAPFUNT) as stipulated in CAP 272 is to establish a provident fund for
certain employees of Local Authorities; to provide for contributions to the fund by such

employees and aulhorities, and for the administration of the fund by a l-acal Authorities
Provident Fund Board; and for matters incidental thereto and connected therewith.

The Acl provides for the establishmcnt of thc t'und. 'l'he t'und shall be creditcd with:

a. asscts transferred from other F'unds

b. Amounts contributed each month by contributors and Sponsors

c. Dividends, intcrcst and other incomes accruing from investments of thc Funcl

d. Sums contributcd by local authorities (Sponsors) towards the expenscs of managcmenl and

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

Statement of compliance and basis of preparation - 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 property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their estimated
recoverable amounts and actuarially determined liabilities at their present value. The
preparalion of financial statements in conformity with Intcrnational t\rblic Sector Accounting
Standards (IPSAS) allows the usc of estimates and assumptions. It also requires management to
exercise judgement in the process of applying LAPFUND's accountin5; policies. The financial
statements have bccn prepared and presented in Kenya Shillings, which is the functional and
reporting, currency of the LAPFUND.

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

Corporations Act, Retirement Benefits Authority Act and Occupational Schemcs Regulations and

International Public Sector Accounting Standards (IPSAS).'Ihc accounting policies adopted have
been consistently appliecl to all thc ycars presentcd.

3. Adoption of new and revised standards

Relevant new standards and amendments to published standards effective for the year endeA

30 Jwte 2078

Standard lmpact

Applicable: 7"t January 201.8
The objective to issue IPSAS 139 was to crcate convcrScnce to
changes in IAS 19 Employee bcnefits. The IPSASB needed to crcate
convcrgence of IPSAS 25 to thc amendments done to IAS 19. The
main objective is to cnsure accurate information relating, to pcnsion
liabilitics arising from thc dcfincd benefit scheme by doing away
with the corridor approach.
LAI'FI/ND opcratcs a prowdatt l'uncl lbr its cmployees. Tlltc pensiott

i.

IPSAS 39:
First time adoption of
Accrual Basis IPSAS

P age

f,or
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Standard lmpact

liabifitics /lttrs tltt 11pl ;11ryily.

New and amendel standards and interpretations in issue but not yet effective in the year
ended 30 June 2078

ll.

IPSAS 4O:

Fublic Scctor
Conrbinations

Applicable lst January 2Olg
The slandard covers public sector combinations arising from
exchange transactions in which case they are treated similarly with
IFRS li (applicable to acquisitions only) Business combinations and

combinations arising from non-exchange transactions which are

covcred purely under Rrblic Sector combinations as amalgamations.

i)

ii)

iii. Early adoption of standards

LAPFUND clid not early adopt any new or amendcd standards in year 2018

pummary of significant accounting policies

a) Revenue recognition

Revenue from non-exchange transactions - IPSAS 23

Member Contributions and fines
LAPruND recognizes revenues from member contributions and fines when the evcnt occurs

and the asset reco5lnition criteria are met. .Io the cxtent that there is a related condition
attached that would give rise to a liability to repay the amount, deferred income is recognized

instead of revenue. L)ther non-exchangc 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 valuc of the asset can be measured reliably.

Transfers from other government entities
Revenues from non-cxchan5ie transactions with other Sovernment entities arc measured at fair
value and recogmzed on obtainin5; control of the assct (cash, goods, serviccs and property) if
the transfer is free from conditions and it is probable that thc cconomic benefits or service

potentialrelated to the asset will flow to the entity andcan be measured reliably

Revenue from exchange transactions - IPSAS 9

Interest income
Interest income is accrued using the effcctive yielcl method. l'he effectivc yield discounts

estimatcd future cash rcceipts through the cxpected life of the financial assct to that asset's net

carrying, anlount. 'l'hc method applies this yield to the principal outstanding to dctcrmine
interest income each period.

Rental income
Rental income arising from opcrating leases on invcstment properties is accounted for on a

straight-line basis ovcr the leasc terms and included in revenue.

iii) Benefit Payable.

q

I

age
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Benefits payablc arc accounted for in the period in which they fall due.

Budget irnformation - IPSAS 24

The annual buclget is prepared on the accrual basis, that is, all planned costs andincome are
presented in a single statement to determine the needs of LAPFUND. As a result of the adoption
of the accrual basis for buclgeting purposcs, there are no basis, timing or entity differences that
would require reconciliation between the actual comparable amounts and the amounts
presented as a separate additional financial statement in the statement of comparison of budget

and actual amounts.

Taxes -lAS 12

LAPI'UND is a registercd Retircment Bcnefit Scheme and is excmpt from income tax

d) Investment property - IPSAS 16

Investment properties are measurcd initially at cost, including transaction costs. The carrying
amount includes the replacement cost of componcnts of an cxisting invcstment 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 investment property.

Invcstment property acquired through a non-cxchang,e transaction is mcasured at its fair valuc
at the date of acquisition.

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. 'Ihe difference between the net disposal proceeds

and the carrying amount of the asset is recog,nized in thc 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, plant and equipment - IPSAS 17

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attrlbutable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be rcplaced
at intervals, the entity recognizes such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is performed, its cost is

recognized in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repairs and maintenance are charged to the
statement of changes in net assets during the financial period in which lhey are incurred
Where an asset is acquired in a non-exchangc 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-linc mcthod.

f) lntangtrble assets - IPSAS 31

Intangible assets acquired separately are initially rccognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value al the date of thc exchange.

Following initial recognition, intangible assets are carried at cost less any accumulated

l')

8 lPage
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amortization and accumulated impairment losses. Internally generated intangible assets,

cxcluding capitalized development costs, are not capilalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred.

'l'hc uscful lifc of thc intan.giblc asscts is asscssed as eithcr finitc or inclcfinitc.

$ Financial instruments - IPSAS 29

Financial assets

Ini tial rcagnition and measwemen t
Financial asscts within the scopc of II'SAS 29 Financial Instruments: Rccognition and

Measurcnrent are classified as financial asscts at fair value through surplus or deficit, loans and
receivables, hcld-to-maturity investments or available-for-salc financial asscts, as appropriate.
LAPruND determines the classification of its financial assets at initial recognition.

Inans and receiuables

Loans and receivables are non-derivative financial assets with fixed or determinablc pa)"rnents

that are not quoted in an active market. After initial nleasurement, such financial assets are

subsequently measured at amortized cost using the effective interest method, less impairment.
Amortizcd cost is calculated by taking into account any discount or premiunt on acquisition
and fees or costs thal are an integral part of the effective interest rate. Losses arising from
impairment arc recog;nized in the surplus or deficit.

Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and fixed maturities are

classified as held to maturity when LAPFUND has the positive intention and abllity to hold it to
maturity. After tnitial measurement, held-to-maturity investments are measured al amorlized
cost using the effective intcrest 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 in surplus or
dcficit.

Impairment of financial assets

LAPruND assesses at each rcporting, date whethcr there is objective evidence thal a financial
asset or an entity of financial assets is impaired. A financial asset or an entity of financial assets

is deemcd 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 recognition of the asset (an incurrcd 'loss
evcnt') and that loss event has an impact on the estimated future 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 signific ant financial difficulty
ii. Default or delinquency in interest or principal paynents
iii. 'the probability that debtors will enter bankruptcy or other financial reorganization
iv. t)bservable data indicates a measurable decrease in estimated future cash flows (e.9.

changes in arrears or economic conditions that correlate with defaults)

Page9
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Atnofiizd Costs

h) Ptouisions - 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 bc required 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 rclatinp; to any provision is presented in the statemcnt of financial performance

net of any reimbursemcnt.

Con tingen t li abi li ti es

LAPruND does not recog,nize a contingent liability, but discloses details of any contingencies in
the notes to the financial statcments, unless the possibility of an outflow of resources

embodying economic bcnefits or service potential is remote.

Contingent assets

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

cxistencc is contingent on the occurrence or non-occurrence of onc or more uncertain future
cvents not wholly within the control of thc Entity in thc notes to the financial statcmcnts.

Contingcnt assets arc assessed continually to ensure that devclopments arc appropriatcly
reflected in the financial statemcnts. If it has becomc virtually ccrtain thal an inflow of
economic bcnefits or scrvice potential will arisc and thc asset's valuc can be mcasured rcliably,
the asset and the relatcd revcnuc are reco.gnizcd in thc financial statements of the perioci in
which thc change occurs.

i) Naturc and purpos ofteserves

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 members, where the amount credited to
members'balances exceeds the surplus for thc year.

Resetves

LAPruNI) has reserve funcl which was established to take into account any potential future
diminution in valuc of assets and also uscd for transfer of intercsts to mcmbers in case

member's balances exceeds the surplus for thc year. 'Ihe entity has found it prudcnt to transfer
thcse reservcs to accurnulated surplus which the Entity has recognized as retrospective change

of accounting policics.

lPage

For

LAPFUND has been amortizing, thc interest of the outstanding debt of the sponsors. Considcring
the current situation, this is not prudent sincc most counties havc not been payin5i thc debt

especially thc ones for the defunct Incal Authorities. Thc Entity is rctrospectivcly changin.g this
policy by writing off all thc intercsts throu.gh impainnent.
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{'}
Changes in accounting policies and estimates - IPSAS 3

LAPruND recognizes the effects of changes in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively if retrospective application is

impractical.

D Employee benefits - IPSAS 25

Retirement benefit plans

LAPruND provides retirement benefits for its employees. Defined contribution plans are post-

employment bencfit plans under which an entity pays fixed contributions into a separatc cntity
(a fund), and will have no leg,al 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 payntent of
retirenrent benefits are charged against income in the year in which they becomc payablc.
Defined benefit plans are post-employment benefit plans other than defined-contribution
plans. Thc defined benefit funds are actuarially valued tri-annually on the projected unit credit
method basis. Deficits identified 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-cmployrnent benefit obligation.

Foreign curency transactions - IPSAS 4

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on

the date of the transaction. Trade creditors or debtors denominated in foreign currency are

reportcd at the statement of financial position reporting dateby applying the exchan.gc ratc on

that date. Exchange differences arising from the settlement of creditors, or from thc rcportinS;

of creditors at rates different from those at which they were initially recorded during, the
period, arc reco2;nized as inconte or cxpenses in the period in which they arise.

P
Related parties Transactions - IPSAS 20

LAPruND rcgards a related party as a person or an entity with the ability to excrt control
indiviclually or jointly, or to exercise significant influence, or vice versa. During thc ycar,
LAPI'UNI) had several transactions with related partics.

I Loans due from related parties Ksh'OOO'
krans advanccd to manaqcmcnt 58, l 57

L:ans to nlanagcmcnt carry 3"/" intcrcst. f)iffcrcncc bctwccn intcrcst char5icd by LAPI'UNI)
ancl thc statutory ratc as pcr Scc 27(l) b of Incomc Act of 2OO4 is compcnsatcd by taxcd loan
bcncfit rcccivccl.'l'hc loans advanccd to managcmcnt arc rccovcrcd through thcir salarics.

ii

Contributions due from County Governments, W'ater
conmpanies and other companies

Ksh'OOO'

County Clovcrnmcnts l4,t):38,O27
'Watcr Collurarlics tt9:t,6 I 7

Ot llcr Collrl)anics l7(;..1-18

Total 16.OO8.O92

111 Remuneration to Board members 43.733
1V Receipts from related oarties Ksh'OOO'

County Liovcrnnrcnts, w.ltcr conlp{lnics and othcr cr)nlpanics 5,525,tt58
Stlrll rcpayrncnt loalls 7,764
I'olal 5.533.626

I Page
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Mana5gcment personnel are describcd as those persons having authority and responsibility for
planning, directing and controlling LAPFUND.

Service concession arran4ements - IPSAS 32

LAPFUND analyses all aspccts of seruice concession arrangements that it enters into in
determining the appropriate accounting trcatment and disclosure requirements. In particular,
where a pfivate party contributes an asset to the arrangement, LAPFUNL) recognizes that asset

when, and only when, it controls or regulates the scrvices the opcrator must provide together
with the assct, 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

recognized are measured at their fair value. To the extent that an asset has been recognized,
LAPFUND also recognizes a corresponding liability, adjusted by a cash consideration paid or
received.

Cash and cash equivalents comprisc cash on hand and cash atbank, short-term dcposits on call
and highly liquid investments with an original maturity of threc months or less, which are

readily convertible to known amounts of cash and arc subjcct 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 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 thc end of the financial ycar.

p) Comparative figures

Where neccssary comparativc figures for the prcvious financial ycar havc been amendcd or
reconfi.gured to conform to the requircd chang,es in presentation.

q) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on

the financial statements for the year ended June 30, 20 18.

I

5 SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINry

The preparation of the Entity's financial statemcnts in conformity with IPSAS requires
managcnlent to make judgments, estimates and assumptions that affect the reportcd amounts of
revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the cnd of
the reporting period. However, uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of the asset or liability
affected in future periods. Thc judgements, estimates and assumptions made includc;

Estimates and assumptions

l

I 
fhe key assunrptions concerning, the future and other key sources of cstimation uncertainty at the

I reporting, datc, that have a significant risk of causing a material adjustment to the carrying
amounts of asscts ancl liabilities within the ncxt financial yearl are dcscribcd below. The llntity

I based its assumptions and estimates on parameters availablc when the consolidated financial

I statemcnts wcrc prepared. However, existing circumstances and assumptions about future

lPage
I
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may chan5;e due to market chan.ges or circumstances arising beyond the control

Entity. Such changes are reflected in the assuntptions whcn they occur. IPSAS l. 140

Useful lives and residual values

The useful lives and residual valucs of assets arc assessed using, thc following, indicators to

potential future use and value from disposal:

. The condition of the asset based on the assessment of experts employcd by the Entity

. The nafurc of the asset, its susccptibility and adaptability to changes in technology
processes

. The nature of the processes in which the assct is deployed

. Availability of funding to replace thc asset

. Changes in the markct in relation to the assct

Provisions

Provisions were raised and management detcrmined an cstimate based on thc information
avallable. Additional disclosure of these estimates of provisions is inclucled in Note 8.

Provisions are measured at the management's best estimate of the expenditure required to settle

the obligation at the reporting date, and are discounted to present value where the effect is

material.
LAPruND makes provision for;

i) Depreciation

Depreciation is provided for at a straight-line methocl at thc following rates:

and

Motor Vehicles
Computers

s0%
50%

t)fficc tquipment and l'urniturc
Fixture and Fittings

50o/o

s0%

Assets purchased in the first half of financial year are charged full year deprecation during the

Financial Year while assets purchased in second half of financial year are depreciated in the

subsequent Financial Year.

ii) Bad & Doubttul Debts

When due contributions are not remittcd by l5tr, of thc following month, a l37o compounded
interest is charged. 'l-he mana5;ement makes a provision for all the interest charged and still
outstanding at the end of the financial year

Page

For



a

Authorities Provident Fund
and E inancial Statements

Ended 30 2018

the financial statements (continued)

Revenue attributable to members

Contributions

Less: Benefits to members

Terminal benefits

Gnrup life benefits

Net Contributions due

kvies on outstanding, contributions

Revenue attributable to members

Finance income - external investments

Fixed income
Government Bonds

Treasury Bills

Fixed deposits

Corporate bonds

Dividend income
Investnrents in quoted equities

Gain on sale of investments
(toss) /Gain on sale of quoted shares

Property Income
Rental incomes

Total finance income - external investments

0ther income

Interest on loans to staff

Deposit Refunds &Adverts in the fund Magazine

Disposal ofassets

Iotal other income

5,525,858 4,969,26

5,327,631

58,984

2,707

139,243
2,372,834

2,227,360

2,512,017

2017 / 2018
'000'

4 13,56r-)

15I.i.579

21,:421

92,447

680,907

174,414

5,744

5,744

36,:J92

36,392
837,456

3,132

3.132

201,6/ 2017

'000'

I

964,755

114,4l4 l6rl,

6It9,306

2r10,469

42,625

160,308

70,882

36,869
1,172,914

'2,t7 |

4l

510

2,757

a ge

For

3
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the financial statements (continued)

Employee costs

Salaries and wages

Contributions to Pensiorn

Contributions to medical aids

Commuter and other allowances

Gratuity
Housing benefits and allowances

Total employee costs

Board Costs

Chainnan Honoraria

Meeting costs

Medical aid contnbutions

Travel, conferences and other costs

Total board members' remuneration

iation, amortization and provision costs

Plant and equipment

Intangible assets

depreciation

Admi nistrative recharges amorlized

Provision for doubtful debts

ftuipment
Vehicles

General Office Repairs

repairs and maintenance

a

2017 / 2018
'000'

2016/ 2017
'000'

t45,328
26,i\21

19,093

29,1.98

6,140

1.307

78,898

13,789

13,178

15,845

18,852

257,387 14 0,562

I 3,691

1,214

28,829

850

6,896

1,094

54,064

4]f ]3 62,904

73,241

1,039

17,004

891

74,280

598,01 I

2,372,834

17,895

47 4,927

139,476

amortization costs and provisions

depreciation, amortization and provi si ons

and maintenance

2,970,845 614,403

3,045,124 632,298

974

1,807

1,753

945

1,340

1,129

3,4144,534

age
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d services

Investlnent management lees

Custrxiial fees

Property valuations

Debt collection fees

Perforrnance contracting costs

contracted services

eneral expenses

Audit fees

Corporate and public reiations

Fees and levies

Investment prmurement costs

Legal Expenses

Member Education & Recruitmetrt Costs

Office running costs

Telecommunication

Employee development

ICT Costs

Bank Charges

2017 / 2018
'000'

2016/ 201
'000'

23,861

I 1,196

850

56,4 l3
5,000

ll,1 l9
3,60.9

1513,4 I 1

81,046

10,073

72,994

818

1,942

15,891

297,156

313,047

38,3s2

94.776 6l 68

I 68,1 66 754,820

24,961
1ti,800

1,830

47,761

5,ooo

8,848

12,366

103,857

63,9 16

3,862

72,101

6,989

963

164,029

53,717

217,746

850

48,778

general expenses

zed gain/ (loss) on fair valrte of investments

bonds investments

shares investments

unrealized loss

389,276 327,530

6I e
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the financial statements (continued)

and cash equivalents

Cash in Bank

Cash-on-hand

Cesh r'ln transil

cash and cash equivalents

and cash equivalents

Current Account
Cash in Bank Account Number

Co opcrativc Bank Opcration 0 I I 36 I 982 45400

Kcnya Commcrcial Bank - Opcrations Account ll4 921 2292

Co-opcrativc Bank - Collcction Account 01 I 361 982 45401

Kcnya Corruncrcial Bank - Collcction Accoutrt I I 14898767

National Bank ofKcnya - Collcction totoozoogOszoo

NIC Bank 1002063:116

Sub- Total

Others

Cash-on-hand
Pctty Cash Nairobi

Pctty Cash Kisumu

Pctty Cash Nycri

Pctty Cash Mombasa

Pctty Cash Nakuru

Pctty Cash Wajir

Pctty Cash Isiolo

Pctty Cash Garissa

Pctty Cash Board

Pctty Cash Mavoko

- Total
h on transit
Golfvicw Mpcsa Pay bill

Total

and cash equivalents

2017 / 2018

'000'

44,952

9:3

:'t I

2016/ 201.7

'000'

52,1J65

titz
itat4

45,076 ,2,8315

5,t74
.9,l8lJ

1.t,649

I r),605

I l,6t I

4,7itj

:J,599

5,ll2tl

29,275

ti9

I 11,529

Ir,546

44,952

93

:3 I

52,365

t8
t2

lt
lll

7

Irl
4

6

7

5

25

l9
49

27

I

4

133

itia4

31 334

45,O7 6 52,831

I 7lP

For
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the financial statements (continued)

vables from exchange transactions

receivables

Contributions due

current receivables

nt receivables

due

irnpainnent allowance

portion transferred to current receivables

non-current receivables

receivables

les from non-exchange contracts

receivables

re-charges due

impainnent allowance

current receivables

loans

deblors

receivables

receivables

rc-char'.gcs cluc

allowancc

porlion transferred lo currcnl receivables

receivables

receivables

2017 / 2018

'000'

632,643

2016/ 2017

'000'

524,363

632,643 JJt)245

16,008,092 12,281,753

(5,727,2t9)

7
7,908,039

(632,643)

6,554,534
(524,363)

712 7 5,396 6,030,771

7,909,039 6,554,534

864,328

( 172,866)

689,229

( 137,846)

69t,462

I 13,917

1,1 l5

551,383

109,1 I I

1,298

806,494 661,792

4,304,828

167)

3,440,501

(2,276,156)

7
1,430,667

(691,462)
7

1,764,345
(55 r,383)

739,799 612,962

7 39,199 612,962

1,545,693 7,274,754

I BlPa

For

14

l5

Total

Total

Total
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to the financial statements (continued)

rty, plant and equipment

I July 2O 16

sposals

30 June 2077
tions

Motor
Vehicle

'ooo'
26,172

24,754
( 2t)ll)

Computer and
Equipment

'ooo'
121,47 I

2,697
(5,8613)

Furniture and
F i tti ngs

'ooo'
134,Oii2

4,U 113

Total

'ooo'
287,67 5

32,264
(6,1 56)

5O,633
24.5!\4

1 18,3O5
9,3 14

"1,38,845

64.673
3O7,783

98,581
S

30 June 2018
preciation and impairment
1 July 20 16

iatiertt

O Jwne 2017

,O June 20 18

book values

'O June 2Ol8

.icles

ipment and Furniture

7 5,227

26,t72

(29:r)

127,679 203 5I8 406,364

s

loa,298
7,026

( 5,8613)

120,4135

t),978
254,9O5

77,OO4
(6,1 56)

265,7 53
73,247

25,879
24,674

'1,o9,461

10,206

730,414
34.362

s

t7

N

At
At

L)

Asset

while
Year.

24,674

Jwne 2Ol7 24,754 8,844

ible assets - software

2016 25,563

June 2Ol7 25,563

At June 2Ol8 25 563
ation and impairment

At 2076
ion

23,634
89r

At 2017 24 525
1,0138

At 2014 25 563
values

20ta
2017 1,O38

is provided for at a straight-linc nlethod at the following, rates

5O,5 53 179,667 768,775 338,995

7 953 34 743 67,37O
a,431 42,O29

5Oo/o

s0%
Computcrs
Fixture and l'ittings

50o/o

5Oo/o

in the first half of Financial Year are charged full year deprecation during the year

19 lPage

rchased in second half of Financial Year are depreciated in the subsequent t'inancial

For

I6



J
Jrl

Authorities Provident Fund
Report and Financial Statements

Ended 30 2018

to the financial statements (continued)

Trade and other payables from exchange transactions

2017 / 2018

'000

39,818

25,907

49,320

2016/ 2017

'000'

payables

payable

payables

trade and other payables 115,044 76,333

benefit obligations

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

butes l2o/o and employcr 75o/o of thc monthlyg,ross salary. At the timc of retirement, the

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

conlpany also contributcs to the statutory National Social Securily lund (NSSD.'l'his is a
contribution scheme registered under the National Social Security Act. 'l'he company's

ion undcr the scheme is limited to specific contributions leg,islated from time to time and

rrently at Kshs.20O per entployee per month

RiskManagement

D's activities expose it to a variety of financial risks includinpi credit and liquidity risks

effects of chan5;es in foreign currency. The company's overall risk management

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

ise the potential adverse effect of such risks on its performance by setting acceptable

of risk. 'fhe company docs not hedge any risks and has in place policies to ensure that

is only extended to customers with an established credit history.

compeny's financial risk managcment objectives and policies arc dctailcd below:

II cr=ait 
"i.k'Ilic entity has exposure to creclit risk, which is thc risk that a counterparty will bc

i unable to pay atnounts in full whcn due. Credit risk arises front cash and cash

\ cquivalents, ancl cleposits with banks, as well as tracle ancl other receivablcs and
\ available-for-sale financial investmcnts.

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

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

on internal or external assessment in accordance with limits set by the directors. I'he

amounts presented in the statement of financial position are net of allowances for
doubtful receivables, estimated by the company's management based on prior
experience and their assessment of the current economic environment.

,Thc board of directors sets the company's credit policies and objectives and lays down
parameters within which the various aspccts of credit risk management are operated.
I

54,735

2,361

19,237

20.

2t
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Liquidity risk management
Ultimate responsibility for liquidity risk rranaScment rests with the cntity's dircctors,
who have built an appropriate liquidity risk manaplement framework for the

nlanaSement of the entity's shod, medium and long-term funding ancl liquiciity
nlanagenlcnt requirements. 'l'he cntity manages liquidity risk throug,h continuous
nronitoring of forecasts and aclual cash flows.

(iii) Market risk

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

Market risk is the risk arising from changes in market prices, such as interest rate,

equity prices and foreign 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 Management Committee.

The company's Finance Deparlment is responsible for the development of detailed risk
management policies (subject to rcview and approval by Auclit and Risk Management
Committee) and for the clay lo day implementation ol those policies.

There has been no change to the entity's exposure to market risks or the manner in
which it manapies and measures the risk.

Foreign currency risk

'l'he entity has transactional currency exposures. Such exposurc arises throug,h
purchases of g,oods and services that are clone in currencies other than the local

currency. Invoices denominated in foreign currencies are paid after 30 days from thc
date of the invoice and conversion at the time of payment is done using the prevailing
exchange rate.

LAPFUND at the end of the period clicl not have any carrying, anlount of foreign
currency denominated monetary assets and monetary liabilities

Intercst rate risk
Interest rate risk is thc risk that the entity's financial condition may be adversely
affected as a result of changes in interest rate levels. The company's interest rate risk
arises from bank deposits. This exposes the company to cash flow interest rate risk. 'l'he

interest rate risk exposure arises mainly from interest ratc movcments on the

\company's deposits.

'iManagemen t ol' interest ra le risk

[o *rnrg. the interest rate risk, management has endeavoured to bank with
{nstitutions that offer favourable interest rates.

$nsitivily artatysis
T[re cntily analyses its intercst rate exposure on a dynamic basis by conducting a

$nsitivity analysis. This involves detcrminin.g, the irnpact on profit or loss of clefined
rqte shifts. 'fhc scnsitivity analysis for interest rate risk assunles that all other variables,

(v)
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2017 / 18 2016/ 17,ement compensation
Ksh'000' Ksh'000'

4i4,73|1 62,904Dire

r to key manaqement 82,01 1 42,918

105.822
Conll

725,7 44

or
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in particular forei5in exchange rates, remain constant. The analysis has been

on thc samc basis as thc' prior ycar.

C apit al Risk Management

The objective of the entity's capital risk management is to safe5;uard the Board's ability
to continue as a going, concern.

partybalances

rclated p afi relationships

other parties related to the entity include those parties who have ability to exercise control
influence over its operating and financial decisions. Related parties include

pcrsonnel, their associates and close family members.
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Notes to the fnancial statements (continued)

l9 Investments

'000'

6,779,597

5,141,181

'000'

6,733,074

578,069

(3,221,485)

164,029

Treasury Bills Fixed deposits

'000' '000'

7,424,918 1,731,886

3,107,545 9,464,610

(2,213,640\ (lrl,llt8,555)

Corporate and
commercial

paper
'000'

796,561

109,40r')

( 127,899)

Quoted shares

'000'

3,577,472

7,497,O54

(2,194,085)

53,717

Unquoted
shares

'000'

Total

'000'

20,995,767

19,887,860

( 17,895,664)

217,747

71,72O

Fair value

At 1 July 2016

Additions

Maturity/Disposals

Change in fair value

At 30 June 2017

Total investments

Total current investments

Total non-current investments

Additions

Maturity/Disposals

Change in fair value

At 30 June 2018

Total investments

Total current investments

Total non-current investments

17,920,7 7 g 4,253,687 2,378,823 7,057 ,g4l 778,062 2,864,099 11,720 23,205,770

322,552 2,378,823 7,O57,941 87,465 3,786,787

771920,778 3,931,135 0 690,597 2,864,099 11,720 79,418,330

2,343,875 739,166

( 1,931 ,1149)

15.891

1,493,296

(3,100,ti79)

3,766,673

(4,295,051)

3,657

( 130,91 7)

325,403

(503,426)

302,9rr0

9,662,070
(9,967,327)

318,791

570,866 701,240 529,563 38,37 7 7,840,o4o

14,264,653 612,431 2,988,977 77,720 20,384,670

Property inveslmenls include an amounf of Kshs l,lgOp7s,OOO which comp ser of development of ShoppinS Centre, Nunery School and l3lunits
Maisonetles (LAPruND Gardens) in Mavoko sub Counly, Machakos County which arc ofl sale. The amount is net of costs, deposits and fully bouSht units.
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Progress on Follow up of Auditor Recommendations

t) l' auditor, and management cornments that were provided to the auditor. We have norninated focal
ISSUCS AS shown below with the associated tirne frame within which we expect the issues to be resolved.

'I It.

Reference No. Issue / Observations from Auditor Management comments
Focal Point person to

resolve the issue
Status

Time
frame

l{a kascnrLrcr

Ilstltlc KisurnLr

As reported in lhe previous years, the Fund did nol collect renl during
lhe 2016/ 20 I 7 financial year from its property situated in
Makasembo Estate Kisunru because the National Housing Corporation
(NHC) continued to collect rent wilhout remittirrpi lhe proceeds to
tAPruND. This was as a result of faihrre by the defunct Kisumrr
Murricipal Coutrcil to service undermined debl arisin3 from
collstruction of the houses in the estate by the National Housing
Corporation. As in the previous year, rental income lotalling Kshs

1,452,000.00 was due fronr lhe property during the 2016/2017
financial year bul was not received by LAPFUND. The total accrued
retrt form the property which had been earned bul not received since
the lransfer of the property by the defunct courrcil to LAPFUND stood
at Kshs 10,525,0O0 as at 30t',June 2018

LAPFUND has taken a two approach to resolve the
nlaller:

i) Instituled a recovery measnre of the
renlal income loss and conlrol of the
estate throu8h the legal system. The
matter is currenlly irr Court wailing
determination.

ii) Initialed a lripartile negotiation between
National l{ousing Corporatiorr, Courrly
Council of Kisunru and ourselves to
resolve lhe dispute. The results of lhe
negotiations al'e yet to be concrelized.

Bemard Mbogoh
Chief Manager -

Finance arrd
Investments

Not
resolved

30 June
2019

Mariakani
Estate Nairobi

Similarly, as reported in the Previous year, the Nairobi City County
contirrrred to collecl rerrl during 2017 /2018 financial year in respecl

of thirty blocks of eig,ht flats in Marikani Estate Nairobi which had
been transferred to LAPFUND in April 2Ol3 by lhe defunct Nairobi
City Council under a debt swap agreenrent. Rental irrcome for
2L)17 / 2t)18 totalling Kshs 28,51 0,t100.0t1 was therefore not received

by LAPFUND, lhus resulting lo tolal accrued rental income from the
property of Kshs 122,1 10,000.t10 as at 3tl June 20 l8

'flre case that was pending in courl, case No. 76 of
2tll5 Republic vs. Counly Goverrlllrent of Nairobr,
Registrar of 'Iilles, Iocal Authorities Providenl Fund,
Roba [)uba & Others ex-parte I\4ariakani Welfare
Association was settled in court and irnnredialely
lhereafter, we rrrade arran8enlerlt to slal'l lenritting
the rcntal income to our bank accounl.
l'ront lhe month of October 2t)16, we have received
Kshs 29tl,0tl0 lrom the few who are renrilting the
rnonthly rentals to us. We are llow in parlnelship
with Nairobi City Counly Goverrrnrent pursuing
nleasllres to erlsure all tenants are payirrg rents as it
falls due.

Bernard Mbogoh
Chief Manager -

Finance and
Illvestnlerlts

Resrrlved
3Ll June

2rl l9
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