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TAPFUND

I. IGyEntitylnformation atdlvlanagement

(a) Bac$rumd information

Local Authorities Provident Fund (LAPFUND) was established under the law of Kenya, The local

Authorities Provident Fund Act, CAP 272,, on the sth of July 1960. At cabinet level, LAPFUND is

represented by the Cabinet Secretary for National 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 aproirdent 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 l-ocal Authorities Provident Fund Board; and

for matters incidental thereto and connected therewith.

The Act provides for the establishment of the Fund and for the said Fund to be credited with:

a. Assets ffansferced from other Funds

b. Amounts contributed each month by contributors and sponsors

c. Dividends, interest and other incomes accraing from investments of the Fund

d. Sums contrlbuted by the then Local 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

(c) KeyManagement

LAPFUND's day-to-day ntanagernent is under the Local Authorities Provident Fund Board who also

double as the trustees of the Fund

(d) Fiduciary lvlanagement

The key manaSement personnel who held office during the financial year ended 30th June 201.7 and

whohad direct fiduciary responsibility were:

iilPage
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1

2

3

4

5

6

7

8

Mr. David Koross

Mr. Bernard Mbogoh

Mr. Galnr Gur acha J aldesa

Ms. Veronicahlrseya

Mr. Sylvester Mutie

Mr. David Methu

Ms.Jane Mmasi

Ms. Rhoda Chemashack

Znd Floor, lmar a Building
Dedan Kimathi Road
Mombasa

South Rift

1't Floor, Polo Centre
Kenyatta Avenue
Nakuru

Chief Executive Officer

Chief Manager, Finance and Investments

Chief Manager, Strateg and Business Development

Manager, Admissions and Benefits Administration

Manager, Research, Strategy and Business

Development

Ag. Manager, Internal Audit

Ag. Manage r, Human Resources and Administration

Ag. Manager, Supply Chain

2"d Floor, Alntran Plaza
Oginga Odinga Street
Kisumu

Upper North Eastern

Desert Trail Building
Isiolo-Marsabit Main Road
Isiolo

Kenyan

Kenyan

Kenyan

Kenyan

Kenyan

Kenyan

Kenyan

Kenyan

(e) Fiduciary Oversight Arrangements

LAPFUND has put in place key fiduciary oversight arrangenlents covering:

i) Board Committees i.e. Audit & Governance Committee; Finance, Strategy and Investments
Conrnrittee andHuntan Resources & Governance Committee.

ii) Audit, Risk & Compliance Committee.
iii) Transpa rency and Accountability Governance Structures.

(f) Contacts

i. Headqrnfierc

P.O. Box 79592 - 0O2OO

8th Floor, ICEA Building, Kenyatta Avenue
Nairobi, KENYA

Telephone: +254 7Og 805000, +254 7O987OO

E-mail: info@LAPFUND.or.ke
Website: www.LAPFUND.or.ke

ii. Branch Offrces

Coast Western

iiill'agc
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Central

1s Floor, Fortress House
Kimathi Way
Nyeri

Q) Bankers

Co-operative Bank of Kenya Limited
Co-operative Bank House
P.O Box 5772 - 00200
Nairobi, Kenya

National Bank of Kenya
Harambee Avenue
P.O Box 41.862 - 00506
Nairobi, Kenya

North Eastern

Lilac Centre, I't Floor
Off Kismayu Road

Kenya Commercial Bank
Gateway Park, Mombasa Road/ Kpande House
P.O Box 27618 - 00506
Nairobi, Kenya

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

(h) Independent Auditors

Auditor General
Office of Auditor General
Anniversary Towers, University Way
P.O. Box 30084 - 00100
Nairobi, Kenya

Our Vision

To Be the lrading Retirement Benefits Scheme in Kenya, Providing Secured Retirement

OurMission

To receive, prudently invest and ntanage members' contributions for prompt payment of benefits for secured

retirement.

Our Core Values

ln an endeavour to realize our vision and mission, LAPruND is guided by the following core values

i) Customer focus
ii) Teamwork
iii) Continuous improvement
iv) Professionalism and integrity

ivlPage
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tr. The Board of Directors

Hon. Silas Muriuki Rutere
Board Chairmarr

"'Resignd in May 2OI T

Mr. DavidKoross

Chief Exesutive Officer and Secrctaryto Board

Hon Muriuki is the former Member of Parliament for

North Inrenti, Chairnran Meru Parliamentary Group,

Chairman Parliantenlary Caucus and Member of PIC.

In his early years before joining politics he was a long

serving trade unionist as KNUT Meru Branch Executive

Secretary and member of the National Executive

Council of KNUT. Hon Muriuki has over 4oyears

experience in Public Service.

Hon Muriuki Holds a Diploma in Special Education

from the Moray House College of Education

Edinburgh.

Mr. David Koross has over 20 years' experience in

Pension Scheme Administration and Management. He

holds a Masters in Public Policy Management Degree

from Strathmore University and Bachelors of Arts

degree in Economics from the University of Nairobi

and.

Mr. Koross has also previously worked with RBA and as

a Fund Manager with Stanlib Investment. He also

previously served as a Director at the National

Government Constituency Development Fund.

vlPage
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Hon Lewis Nguyai

Board Member

Ivfr. Elijah IGU Iopuke

Board Member

Hon. Lewis brings a wealth of experience from various

executive roles both in Public & Private Sectors

spanning over 2Syrears. He also served as Assistant

Minister for Local Government and Member of

Parliament of Kikuy,u Constituency. Currently, he is the

Executive Chairman of Finance Plan Limited and First

Choice Global based in Kenya & the USA.

Hon. Lewis holds a BA majoring in Economics and

Mathenratics as well as a Global Executive MBA in

Strategic Management offered jointly by the USIU

Nairobi and Columbia University of Business School

(New York).

Mr Lopuke holds a Master of Arts Degree in Education

Adruinistration frorn 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.

He is currently the Chief Officer Lands, West

Pokot County.
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IvIr. Yunis Haji OmarMohamed

BoadMember

-l
Ms. Mary Namubuya Murongoro

BoaxdMember

Mr. Yunis holds a holds Post Graduate Diploma from

the Kenya School of Law and BA LLB (Honours) from

the University of Nairobi.

He is currerrtly a sole partner in his Law Firm which

specialises in Joint Ventures, Mergers and Acquisitions,

Property and Real Estate and Immigration. Mr. Yunis

has working experience of over 2\yearc in the Legal

andManagement

Ms. Murongoro is a long seruing Trade Unionist She is

the National Chairperson KCGWU, National Executive

Menrber KCGWU and Chairperson Kimilili Municipal

Council Workers Union.

She holds a Diplotrra in Civil Engineering fronr the

Kenya Polytechnic and a Diplonra in Public Relations

from the Foundation Institute of Professionals

She is also a nrenrber of LAPFUND
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Captatn Obo Ruweida
BoatdMember

"'Resigned in May 2OI7

Mr. Simon I€boo Ole Morintat, OGW
Board Member

Captairr Obo is a qualified Pilot with experience of over

8 years.

Slre is currently operating a private air Chafter

Serwices Conrpany in Kenya and South Sudan

Mr Monritat has hands on experience of over Z4years

in Managenrent of Public Affairs and Administration.

Currently, he is the County Chief Officer (PS) in

Clrarge of Public Service Management at the Nairobi

City County Government. He has also serwed as the

Deputy Town Clerk Nairobi County and Town Clerk in

Various Local Authorities.

He lrolds MBA in Strategic Management and BA in

Govenuuent and Public Administration from the Moi

University Eldoret.

He is currently the Ag. County Secretary of Nairobi

City Courrty Govemment

Mr. Leboo has been a r.uenrber of LAPFUND for the last

24 years.
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Dr. Sabana holds a PHD in Business Administration

from the University of Nairobi, Master of Business

Administration from the University of Leeds U.K and

Bachelor of Education Majoring in Business and

Econorrrics from the University of Nairobi.

l)r. Sabana has a wealth of experience in both Public

and Private Sector. She is a career Educationist, Banker

and Microfinance Specialist. She is the founder

Director of the Kenya Private Sector Alliance, Vice

Chairperson of the Kenya Institute of Management and

a founding Director of the New Partnership for Africa's

Developrrrent (NEPAD). She has worked with World

Bank/CGAPP Funded Microfinance Capacity Building

Project, carried out extensive Consultancy work in
rural finance in Africa and served as the Chief

Executive Officer of the Association of Microfinance

Institutions

She is currently the CEC Public Service Kakamega

County Government.

Dr. Beatrice Sabana

BoadMember
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m. MaragementTeam

Mr. David Koross
Chief Executive Officer
MPPM, BA Econontics

^,Ir. 
GalmJaldesa

Chief lvlanager, Research, Strategy and Business
Development

MBA, B Com Finance

MsJane L. Mmasi
dg. Human Resources and Administration.

MBA - on-going,IHRM, BBM (HRM)

DIr. Bernadl\4bogph
Chief lManager, Finance & Invesfrnents

BA Economics, CPA(K)

Ms. Vencnicah soil,a Irseya - Onrende
lvlanzge4 Benefits Adminishation

Bachelor of Afts (Hons), AIIK, CPAM

Mr. DavidM. Thrku
dg. Manager Internal Audit

CPA (K), BSC (Applied Statistics)
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Mr. SylvesbrMutie
tvlanage4 Research, Strategl and Business

Development
PHD Finance - ongoing

MBA Finance, CPA (K), CPS (K), CIPS (M), B Com
(Finance)

Ms. ChemashackNdiwa
Ag. Manager, Sup,ply Chain.

MSC (Finance), CPA(K), B Com(Accounting)
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LAPFUND

[V. Chairmam's Statement

LAPFUND delivered a good set of firrancial results for the year ended 3oth June 2017. We achieved this

growth by implementing our strategic plan, including: growth in nrembership, stakeholder satisfaction,

brand equity, improved technology, corporate Sovernance and institutional capacity. In addition, our

disciplined approach to cost control and our focus on prudent investment further supported this growth.

Investnrent environment was faced with challenges which are likely going to dampen the GDP growth in

2017. These challenges include the prolonged drought and slowdown in private sector credit growth. The

World Bank forecasts Kenya's econorrric groMh will decelerate to 5.5o/o in 2077 from 5.9o/o in the previous

year. Economic growth is projected to rebound to 5.8o/o in 2018 and 6.10/o in 2079. consistent with Kenya's

underlying growth potential.

Despite the unfavourable political environment, the Board is mindful of its role as guardian of LAPFUND

nrenrbers and sponsors nloney. Apart frour ensuring operuting excellence, the Board remains restless in its

lrunt for stakeholder value and will continue to monitor each of the investments and operutions to ensure

that LAPFUND is their most appropriate retirement scheme. The Board has continued to develop the

LAPFUND's strategy with its focus on our core ntandate particularly given the context of the highly

competitive environment in which we operate. The board ensures proper investment on diversified portfolio

with the objective of generating high returns for shareholders.

Financial Performance

Fronr the onset of devolution, LAPFUND has continued with an upward growth trend. In the year under

review, the fund value increasecl by 7 7o/o to Ksh.31 .1bn from Ksh.28bn in the previous year. Our concerted

efforts to ensure our members receive improved returns on their retirement savings as well as tin,ely

paynrent of benefits. Payments of members' benefits increased by 1610/o to ksh 2.7bn from ksh Ibn in the

previous year.

Although the year had been challenging to LAPFUND with unceftainty in the operative environnrent, good

perfornrance has been achieved through the dedication, passion and hard work by the staff, manaSement

and the Board. On behalf of the Board I would like to thank them for their contribution and continued

support during the year

Hon. Lewis Ngu1lai
Director

xiill'agc
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V. Report of the Ctrief Executive Officer

It is nry pleasure and privilege to present to you the

financial statements for LAPFUND for the year ended

30th June 2017.

Taking into account this financial performance coupled

with the strategic initiatives thathave been put in place

to respond to changes in the operating environrrrent ,

the Board and Management are confident that the

Fund's long-term competitive position will remain

sustainable.

o Performance

During the year under review;

* The Fund value grew to Ksh. 37.7bn as at 30tlr June 2077 despite the challenges in the economic and

political environment in which we operate.

* Surplus declined from ksh. 4.4bn in the previous year to Ksh 3.lbn. The decline is attributed to cash

outflow towards payment of Members of County Assembly Voluntary Contribution to the tune of Ksh

1.Sbn.

* The scheme recorded a reduction in total revenue. This was as a result of freezing of interest charged on

outstanding debts owed by the defunct Local Authorities whose recovery is doubtful.

Sustainability

We have put in place strategies aimed at retaining and sustaining membership. These strategies include

carrying out sensitization through member forums and expanding our outreach by opening more regional

offices. Management interventions through increased drive around reducing costs and efficiency of our

operations, expandingour innovation agenda and buildinga culfitre around customer focus will ensure that

we are well placed to seize opportunities and deliver growth.

Progress on strategic priorities

a

a

At LAPruND, we live our values, deliver our purpose and drive responsible growth through our five

strategic objectives. Our core focus is on customer satisfaction through service delivery and groMh. Though

the market performance was quite dismal for most of the sectors in the econonly, our diversified investments

enabled us to declare good returlls on members' savings. The focus will continue to be on turning aroutrd

the perfornrance of our investnlents. This is expected to achieve the desired expanded fund value and

returns to members.

xiiill'}agc'
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o future Ouflook

We anticipate the investment environment to be more challengrnS in 2Ol7 due to the forth coming generul

elections. However, we will remain focused and commifted on our strategy to continue delivering growth to

our menrbers. We will also continue to invent new products to ensure that we encovrage Kenyans to

entbrace the culture of saving for retirement.

We continue to explore into our potential and capabilities of introducing new products.

Some of the products that we intend to introduce are:

* Post-Retirement Health Cover product for members to assist them access health services after attaining

retirement age.

a Sharia Compliant Product that is based on Islamic Principles.

* M-secured; an integrated mobile money transfer platform for receiving voluntary members'

contribution that allows members to access their accounts through a combination of USSD, Android

and online web portal

Our investments in technology, people and new products will help us a long way in improving quality of

customer service, growing membership coverage, improving investment income and timely paynent of

members'benefits. In the medium-term, our emphasis will be on improving members'seryices provision

while maintaining cost-effectiveness.

We pride in having a dedicated Board that is willing to accept the substantial responsibilities in offering

leadership to LAPFUND.

LAPFUND trustees and staff are keenly focused on prudent pension fund portfolio management and efficient,

service-oriented delivery of valuable retirement and related benefits for its members. We are pleased to

report on our performance for the year 2077. We acknowledge the substantial support received from all our

stakeholders.

David Koross

Chief Exesutive Officer

xivlPage
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VI. Corporate Governance Statement

The Board is charged with ensuring that LAPFUND is managed in a sound rllanner that delivers members

value within an environment of good corporate goverrlance. It's in this spirit that the Board considers

corporate Sovernance as a key to good perfornrance of LAPFUND.

Tlre Board continued to review various policies and procedures used and the stewardship of LAPFUND's

assets and resources with the objective of maintaining and enhancing stakeholder value in the context of

LAPFUND's Vision, Mission and Values.

Tlrc Board of Directors

Tlre Board is currently comprised of 6 nrenrbers. This was occasionedby the resignation of Board chairman

and one non-executive member during the year under review. The Chief Executive Officer is the secretary

to the board. Board members and Board Chairperson were appointed by the Cabinet Secretary, The National

Treasury, through gazetle notice no. 7385 and 7467, dated 2"d October 2075 and 9rt March 2016

respectivelyrfor a period of three years fronr the date of appointnrent.

The Board ensures that proper standards of corporate governance are maintained andhave an oversight role

over the nlanaSement of LAPFUND, not only through the Board meetings but also through the various Board

Committees. The Board hacl three ordinary meeting and two special meetings.

TIre Board is required to meet at least four times in every financial year to discuss the overall performance of

LAPFUND. All full board meetings are convelled by the Secretary to the Board upon instnrctiorrs from the

Clrairr-narr or upon the requisition of at least five members of the Board. A11 decisions are passed by a

r-rrajority of present members voting with the Chairperson having the decisive vote in the event of a tie.

Board Members also enter into a Perfornlallce Contract every financial year with the Sovernnlent to evaluate

its Performance against set targets.

The Committees of the Boaxd

Section 9 of the State Corporations Act (CAP 446) allows the Board of Directors of LAPFUND to establish

the number of Board Comnrittees consisting of Board r-nembers to deal with specific issues as the Board

deems fit. The Board MUST give notice to the State Corporations Advisory Comrnittee of such committee.

xvll)arc
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The purpose of these working committees is to comprehensively handle technical issues before they are

presented to the Full Boardfor approval. The following conttrtittees have been established:

Strategy, Finance and Invesfuirent Crmmitt€e

The purpose of the Strategy, Finance and Investment Committee is to determine and advise on all matters

relating to finance and investment. The Committee is constituted by the Board and their responsibilities

include:

i. Developing the Investnrent policy docurrrent, Reviewing the strategic asset allocation tarSets for

prudent investment of menrbers contributions and investment incomes

ii. Conduct quarterly review of LAPFUND's investrrrent structure andthe asset allocations,

iii. Reviewing and recommending an annual operuting budget and annual capital budget consistent

with the long-range financial plan andfinancial policies,

iv. Reviewing the financial aspects of rrrajor proposed transactions, new proSrams and services, as well

as proposals to discontinue progranrs or services, and making action recommendations to the board

and

v. Reviewing Financial Regulations of LAPFUND periodically and align the same to the requirements of

the Public Financial Managenrent and the regulations thereon from time to time.

The Strategy, Finance and Investnrent Committee are composed of the following members

1

2

3

4

Hon. Irwis Nguyai

Mr. Yunis Haji Mohamed

Mr. Simon Leboo Ole Morintat, OGW

Mr. David Koross

Chairperson

Member

Member

Member

Kenyan

Kenyan

Kenyan

Kenyan

Human Resources and Goverzrance Commiftee

Objectives

The objectives of the Human Resources Committee are;

i. To oversee nlanaSenlent assessment, succession and conrpensation matters in accordance with these

Terms of Reference. The primary function of the Comnrittee is to oversee, review, and recommend

appropiate and effective human resource policies, strategies, processes andplans of the organization.

ii. The Comnrittee further ensures that the conlpany has an effective organizational structure, competitive

hunran resources, compensation policies and practices

xvill'}agc
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lll Reviews and recommends for approval overall ernployee compensation philosophy and policies,

including all bonus plans and other shofi and long ten1l colllpensation arrangenrents.

The committee comprise of the following merrrbers;

1

2

3

4

5

6

7

Mr. Yunis Haji Mohamed

Dr. Beatrice Sabana

Mr. Elijah Lopuke

Ms. Mary Murongoro

Mr. Simon lrboo Ole Morintat, OGW

Capt. RuweidaObo

Mr. David Koross

Chairperson

Member

Member

Member

Member

Member

Member

Kenyan

Kenyan

Kenyan

Kenyan

Kenyan

Kenyan

Kenyan

RislqAudit & Compliance Committee

This Conrnrittee is chaired by a non-executive member and rrreets on aquarterly basis. The Committee has

the responsibility of assisting the Board of Directors perfortn its role in:

i. Providing oversight over financial and compliance, reporting and disclosure process, results of the

process and also providing additional assurance regarding the quality and reliability of both the

financial and operating infornration ;

ii. The Committee furlher evaluates the adequacy and effectivetress of the nlanagenlent reporting and

control systems used to nronitor adherence to policies and guidelines and lirrrits approved by the

Board for managenrent of risks;

iii. Reviewing with Managelllent and External Auditors tlte annual financial statetnents to detertrtine

whether they are complete, corrsistent with the infornration known to Conrmittee members and

reflect appropriate accountitrg principles.

The conunittee is corrrposed of the following nrenrbers

'l

2

3

4

Capt. Ruweida Obo

Mr. Elijah Lopuke

Ms. Mary Murongoro

Dr. Beatrice Sabana

Mr. David Methu

Chairperson

Member

Member

Member

Member

Kenyan

Kenyan

Kenyan

Kenyan

Kenyan

Board Induction and Training
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The trainingprogramme was executed, which allowed the Board Members to be trained on their roles in

assessing and managqng risks that the Fund might be exposed to. The course also equipped them with risk

assessment and management skills which consequently have helped oversee the good operatton and

performance of LAPFUND.

Attendmce in the Boad and Committee meetings

During the financial year, the attendance of individual Board members in the scheduled meetings is as

shown below:

Number of Scheduled Meetingt

2 Hon. kwis Nguyai

4 MaryNamubuyaMurongoro

6 Dr. Beatrice Sabana

8 Simon Morintat kboo

6r
6

E
6E
6E
6

3II

3

3

3

2

2

23

N/A

N/A

N/A N/A

N/A

N/A

N/AN/A

Human
Resource

and
Governance

Finance,
Strategl and
Investments

Board

N/A

Audit, Risk
and

Compliance

1 IIon. Silas Muriuki Rutccrc N/A

3 Capt. Ruweida Mohamcd Obo

5 tilijah l.opukc N/A

7 Yunis Omar Mohammcd N/A
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VII. Corporate Social Responsibility Statement

Corporate social responsibility fornrs paft of imporlant activities of LAPFUND. The Fund ensures that all its

operations are undertaken in a socially and environrrrentally responsible nranller. The Fund has extended its

hand to different needy groups and intpacted positively on society and its envirorrnrent. The involvement in

social responsibilities enhances its values and improves its image to the public. During the year under

review, The Fund supported different community based activities by way of donations.

As per the LAPFUND CSR Policy guidelines, the following are the areas of focus when carrying out any CSR

activity:

a. Hunger, Poverty, IMalnutrition and Health: Support Member's children below 72 years to access

nredical, Support prograllurle that will eradicate extreme hunger, poverty and malnutrition; support

HIV/Aid and Cancers, druglAlcohol abuse, promoting preventive healthcare and sanitation and

nraking av allable safe drinkin g w ater.

b. Education: Promoting education, support low income contributor access education for their children

through bursary and scholarships for orphaned children, support educatiot't of cl,ildren of meurbers

who died because illness or natural calanrities, support special education and enrploynrent-enhancing

vocational skills especially among children, wolllen, elderly and the differently disabled, and livelihood

enhancement projects; monetary contributions to acadenric institutions for establishing endowment

funds, electrifications, electronic equipment, chairs, laboratories, etc., with the objective of assisting

students in their studies.

c. Rural Development Projects: Strengthening mral areas in counties we operate by improving

accessibility, low cost housing to members, support entreprerreurship endeavours, fatming as a

business, safe drinkingwater, sanitation, power and livelihoods, thereby creating sustainable county

homes.

d. Equality and Empowerment of the Minoritf Prorrroting gender equality and errrpowerirrg women;

people with disability prograrlulles, procurernent opportunities to nrinorities, care of orphans; caring

tlre elderly, setting up old age homes and such other facilities for senior citizens; and adopting

nleasures for reducing inequalities faced by socially and economically backward Sroups.

e. Environmental Sustainability Ensuring environnrental sustainability, ecological balance, protection of

flora and fauna, anirrral welfare, agro-forestry, maintaining datrrs, waste nratragement, carbon trading,

conservation of natural resources and ntaintaining the quality of soil, air and water.
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f. National Heritage, Art and Culttrre: Protecting national heritage, aft and culture including restoration

of buildings and sites of historical importance and works of art; setting up public libraries; promoting

and dev eloping t radition al arts and han dicr afts.

During this year, LAPFUND undertook the following CSR activities:

o Food Relief- The Office of the Governor Baringo County made an appeal for humanitadan relief for

food and drought management response due to farlwe of the short rains between October-

Decenrber 2016.The appeal was to aid six sub-counties; Tiaty, Mogotio, Baringo South, Baringo

North, Eldama Ravine and Baringo Central. We responded to the request by purchasing assorted

foodstuff worth Ksh.9OO, 000 towards the fanline relief.

FI9.I IAPFILND STAITINMOGOflO SW-coUNry BARINCO COINWDITRING TIIE IOODSTUI:TDISTRIBUUON.
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a Support to Children's' Home- Manta Fatuma Goodwill Children's Home made an appeal for

assistance during the month of Ramadhan for lftar, Fitr,, Zakat-Ul-Mal and Sadaka. The children's

home, which caters for 65 in-house children and 20 on home-based care, requested for basic needs

of food, shelter, education, clothing, medical carc and other arising needs. LAPruND supported

them with foodstuff worth ksh. 200,000.

Flg;z. LAPFLIND STAI:F AT*A tA FAftIMA COODWIU CHILDRENS HOME

We have demonstrated our commitment to Corporate Social Responsibilityr and have aligned our business

values, purpose and strategy with the needs of our clients and stakeholders whilst embedding these

responsible and ethical principles into everything we do.

r
:i-{i
i,' tt
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VIU. Rcport of the Directors

The Directors submit their report together with the auditedfinancial statements for the year endedJune 30th

2Ol7 which shows the state of LAPFUND's affairs.

Principal astivities

The principal activities of LAPFUND continues to be to provide a fund for the.employees of Lacal Authorities,
now County Government employees, where contributions made each month by the employee and the
sponsor and incomes earned from investment activities are credited

Rseults

The results for the year endedJune 30th, 2017 are set out onpage I

Dirrestors

The members of the Board of Directors who served during the year are shown on page v. During the year

20 1, 7, 2 directors resigned.

Auditors

The Auditor General is responsible for the statutory atdit of LAPruND in accordance with Article 229 of the
Constitution of Kenya andthe Public Audit Act 2075.

By Order of the Board

Chief E:recutive Offrcer
Nairobi

,u,.,Es][s[*srf
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IX. Statement of Directors' Responsibilities

Section 81 of the Public Finance Management Act, 2072 and section 14 of the State Corporations Act;
require the Directors to prepare financial statements, which give a true and fair view of the state of aff airs at
the end of the financialyear and the operating results thatyear. The Directors are also required to ensure
that LAPFUND keeps proper accounting records which disclose with reasonable accuracy the financial
position. The f)irectors are also responsible for safeguarding the assets.

The Directors are responsible for the preparation and presentation of the firrancial statements, which gtrve a

true and fair view of the state of affairs for arrd as at the end of the financial year ended on June 30, 2077 .

This responsibility includes: (i) nraintaining adequate financiaL nlanaSenlent arrangentents and ensuring
that these continue to be effective throughout the repofting periocl; (ii) maintaining proper accounting
records, which disclose with reasonable accuracy at any time the financial position of the entity; (iii)
designing, implementingand maintaining internal controls relevant to the preparation and'iair presentation
of the financial statenlents, and ensuring that they are fi"ee from material misstatements, whether due to
error or fraud; (iv) safeguarding the assets; (v) selecting and applying appropriate accounting policies; and
(vi) nraking accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for the financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements arrd estirrrates, in conformity with
International Public Sector Accountirrg Standards (IPSAS), and in the manner required by the PFM Act and the

State Corporations Act. The Directors are of the opirriorr that tlie financial statenlents give a true and fair view
of the transactions during the financial year ended June 30, 2077, and of the financial position as at that date.

The Directors furlher confirm the completeness of the accounting records nraintained, which have been relied
upon in the preparution of the financial statements as well as the adequacy of the systems of internal financial
control.

Nothing has come to the attention of the Directors to indicate that LAPFUND will not remain a going concern
for at least the next twelve months from the date of this statentent.

App'oral of the finartcr.al statements

The financial statements were signed on behalf of the Board by:

Chief tive Officer

xxiiill)agc



REPUBLIC OF KENYA

Telephorte: + 254-20-342330
Fax: +254-20-311482
E-mail : oag@oagkenya.go.ke
Website: www.kenao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR.GENERAL
REPORT OF THE AUDITOR.GENERAL ON LOCAL AUTHORITIES PROVIDENT
FUND FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of LocalAuthorities Provident Fund
set out on pages 1 to 20, which comprise the statement of financial position as at 30 June
2017, and the statement of income and expenditure, statement of changes in reserves,
statement of cash flows and statement of comparative of budget and actual amounts for
the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit. ln my opinion, except for the effects of the matter
described in the Other Matter section of my report, the financial statements present fairly,
in all material respects, the financial position of Local Authorities Provident Fund as at 30
June 201 7 , and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
comply with the Local Authorities Provident Fund Act, (Cap 271) and the Retirement
Benefits Authority Act 1997.

ln addition, 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 public money has been
applied laMully and in an effective way.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of LocalAuthorities Provident Fund in accordance
with ISSAI 30 on Code of Ethics. I 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. I believe that the audit evidence I have obtained
is sufficient and appropriate to provide a basis for my opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in the audit of the financial statements, except for the matters described in
the Other Matter section of my audit report, I have determined that there were no Key
Audit Matters to report in the year under review.

Report o/'the Auclitor'-Generul on the Finunt'iul Slutemenls of Loc'ul Aulhoritics Provident Rrnd./ir lhe veurendcd
30 .lune 20I7
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Other Matter

1. Mariakani Estate - Nairobi

LAPFUND started collecting rent from Mariakani Estate tenants during the year under
review after the court case was settled that had been pending for some time. LAPFUND
is working in partnership with Nairobi City County Government to ensure all tenants pay
rent to the Fund and that the recovery of the accrued rent arrears of Kshs.64, 800,000
that had been collected by the county Government is refunded.

2. Makasembo Estate - Kisumu

The court case concerning the continued collection of rent by National Housing
Corporation (NHC) from Makasembo Estate was not yet determined by the court at the
end of the year and National Housing Corporation did not remit the collected rent for the
year to LAPFUND. As in the previous year, rental income of Kshs.1 ,452,000 was due
from the property during the financial year 201612017 but was not received by LAPFUND.
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.9,075,000 as at 30 June 2017. 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.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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 such 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.

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
to going concern and using the going concern basis of accounting unless the
management either intends to liquidate the Fund or to cease operations, or have no
realistic alternative but to do so.

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.

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

Reporl ofthc Auclitot-Gencrul on the Finunt'iul Stutcncnls o/-Ltrcul Authorilies Prtn'itlant Fundjir thc y'curencletl
30 .lune 201 7
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Auditor-General's Responsibilities for the Audit of the Financial Statements

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 of Kenya. 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 when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

o Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for purpose of giving
an assurance 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.

. 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.

o 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 acieves
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.

a

Rcport o/ the Auclitot'-Genaral on lhc Finunc'iul Slulement.s of Loc'ul Authorilies Providenl Funtl /itr lhe t'eur encled

30 June 20I t
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a Perform such other procedures as I consider necessary in the circumstances

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

16 March 2018

Rcport o/'thc Auditot-Ganerul on Ihc Finunc'tul ,Slulemenl.s of.Loc'al Aulhoritrcs Prtn'klenl Fttnd /ir lhc veurcncled
30 Junc 20 I -
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XI. Statement of Financial Performance for the Year ended 3@ fine 2Ol7

Revenue from non-exchange transactions
Revenue attributable to members 3

2016/ 2017
'ooo'

2015/ 2016
'ooo'

7,297,749

1,169

2,366,936 4,422,064

Revenue from exch art.g,e transactions
Finance income - external investments

Other income

Total Revenue
Expenses
Employee costs

Board Costs

Deprec iation and amorlizat i on costs

Repai rs and maintenance

Contracted services

General expenses

Total expenses
Other gains/ (losses)
Unrealized gain on fair value of investments

Total other gains/ (loses)

Admi nistrative recharges

Surplus

4

D

7,'1,72,9'1,4

2,757
3,542,407 5,720,391

6

7

8
I
10
11

72

15

140,562

62,9O4

632,297

3,414

754,82O

327,53O

735,182

32,O47

7,229,315

5,755

149,794

254,611
1,321,528 1,806,704

2'17,746 (104,601)

217,746 (104,601)
689,229 577,389

31127 1854 413861465

The notes set out on paSes 6 to 2l form an integral part of the Financial Statements.
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X,. Statement of Financial position ss s139t*. lurrc ZOIZ

Assets
Current assets
Cash and cash equivalents
Receivables from exchange transactions
Rece ivables from non-ex cLrange transactions
Current Investments

Non-current assets
Motor Vehicles, Plant & F4uipment
Intangible assets

Non-current i nve stments
long term receivables from non-exchange transactions
Iong term receivables from exchange transactions

Total assets
Liabilities
Current tiabilities
T r ade and other p ay able s from e xc hange tra nsac ti ons

Total Liabilities

Net Assets

Reserves

Accumulated surplus

Chief E:<ecutive Offrcer
David Korross

26,704,531 23,238,940
37,73O,298 27,998,957

76,333 72,846
76,333 72,846

31,O53,965 27,926,710

2016/ 2077
'ooo'

2015/ 2076
'ooo'

73
74
15
19

16
77
19
15
14

18

52,831
524,363
66'1,792

3,786,787

743,468
466,5O7

512,159
3,637,994

5rO25r767

42,O3O

1,O38

19,418,329
612,962

6,O30,172

4r760rO77

26,77O
7,929

77,357,284
488,737

5,364,826

57,550
30,996,415

57,550
27,868,560

31,O53,965 27 926 110
Total Net Assets and Liabilities 37,73O,298 27,998,957

The Financial Statements set out on pages 7 to 27 were signed onbehalf of the Board of Directors by:

Dircstor
Iewis Nguyai

D,,. aslselast+
2lPage
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)UII. Statement of Changes in Net Assets for the Year Ended 30 fiine 2Ol7

Attributable to members of
LAPFUND

Surplus/(deficit) for the period

Transfers to accumulated surplus

Balance as at 30 Jane 2016

Capital
Reservefund revaluation

reserve

'000' '000'

Accumulated
surplus

'000'

Total

'000'

Balance as at 30 June 2075 57,550 lrt45r468 22,336,628 23,599,646

4,386,465

1)145,468

413961465

( 1,145,468)

57,550 27 1868,667 27 1926,711

Surplus for the period

Transfers to accumulated surplus

Balance as at 30 Jane 2017

3,127,954 31727 ,854

57,550 90,996,475 31,053,965

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

the surplus for the year.
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)CV. Statement of Cash llows for the Year Ended SOthlune 2017

Cash flows from operating activities
Receipts
Contributions received
Investment income
Other income

Payments
Benefits paid
Employee costs

Remunerati on of board me mbers

Purchase ofgoods and services

Total payments

Net cash flows from operatinc activities

Cash flows from investing activities

Purchase of plant and equipment
Purchase of property
Net investments
Net cash flows used in investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at 1 July

Cash and cash equivalents at 30 June

4lPage

2016/ 2017
'ooo'

419691267

1,172r814
2,757

6r1441838

2,741,9O7
140,562

62,9O4
479,914

2015/ 2016
'ooo'

3,893A87
lr235rOO4

1.168

5,1291659

1,049p56
135,,182

32,O47

398,25O

3,4251288 116141536

2-71 55() 3-518-123

32,264
5r7411187

(2,363,258)

31,667
111841739

2,235,518
2rg7or187 314511924

(90,637) 63r199

143,468 80,269

52r831 143,468
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Local Authorities Provident Fund
Reports and Financials Statements
For the Year Ended 30th June 2017

XVI. Notes to the Financial Statements for the Year Ended 39l&. lune 2077.

1. General lnformation

The principal activities of LAPFUND 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 authorities, and for the administration of the fund by a lncal 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 local authorities (Sponsors) towards the expenses of management

and administratron of the Fund

e. Such other moneys as may from time to time be received by the Board

2. Statement of compliance ard basis of preparation -IPSAS 1

LAPFUND'S financial statements have been prepared in accordance with and comply with

lnternational Public Sector Accounting Standards (IPSAS). The financial statements are

presented in Kenya shillings, which is the functional and reporting currency of LAPFUND and

all values are rounded to the nearest thousand (Ksh 000). The accounting policies havebeen

consistently applied to all the years presented.

T\e financial statements have been prepared on the basis of historical cost, unless stated

otherwise. The cash flow statement is prepared using the direct method. The financial

statements are preparcd on accrual basis.

3. Adoption Of NewAnd Revised Standards

l. Relevant new standards and amendmenb to published standards effective for the year

endedSOfi;rrre2OlT

Standard lmpact

IPSAS 33:

First time adoption of

(Effective for ann'ul periods beginnint on or afterJanuary 1, 2O7n

ln January 2015, the IPSASB published IPSAS 33, First-time

Adoption of Accrual Basis IPSASs. IPSAS 33 grants transitional

6lPagc



Local Authorities Provident Fund
Reports and Financials Statements
For the Year Ended 30'h June 2017

Standard

Accrual Basis IPSAS

IP&{S 34:

Separate financial

Statements

IPSAS 35:

Consol idated I in ancial

Statements

lmpact

exemptions to entities adopting accrual basis IPSASs for the first

time, providing a major tool to help entities along their journey to

implement IPSASs. It allows first-time adopters three years to

recognize specified assets and liabilities. This provision allows

sufficient time to develop reliable models for recognizing and

measuring assets and liabilities during the transition period.

LAPruND adopted IPSAS in the year ended 30 June 2074 and

therefore provisions of first time adoption of accrual basis does not

apply to the entity.

(Effcctivc for annual periods betinniry on or afterJanuary 1, 2O7n

ln January 2015, the IPSASB published IPSAS 34, Separate financial

Statements. IPSAS 34 prescribes the accounting and disclosure

requirements for investments in controlled entities, joint ventures

and associates when an entity prepares separate financral

statements.

LAPruND does not have any subsidiaries , joint ventures or

investments and therefore the standard does not apply

Effective for annual perids bctinniry on or afterJanuary 1, 2O7n

ln January 201.5, the IPSASB published IPSAS 35, Consolidated

Financial Statements. IPSAS 35 establishes principles for the

preparation and disclosure of consolidated financial statements

when an entity controls one or more entities. It requires an entity

that controls one or more other entities to assess control over those

entities based on the following:

- Its power over the other entity

- Its exposure or rights to varrable benefits from involvement

with the other entity

- Its ability to control the nature, timing and amount of

benefits from the other entity.

Once control is assessed the controlling entity is supposed to prepare

consolidated financial statements unless it meets all the criteria

under section 5 of IPSAS 35.

The entity does not have any subsidiaries , joint ventures or

7ll'ltoc
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Standad

IPSAS 36:

Investments in

Associates and Joint

Ventures

IPSAS 37:

Joint Arrangements

IPSAS 38:

Disclosure of Interests

in Other Entities

lmpact

investments and therefore the standard does not apply

(Effective for annual periods beginniry on or afterJanuary 1r20l7)

ln January 2075, the IPSASB published IPSAS 36, Investments in

Associates and Joint Ventures. The Standard prescribes for the

accounting for investments in associates and joint ventures and to

set out requirements for the application of the equity method when

accounting for investments in associates and joint ventures. The

standard shall be applied by all entities with significant influence

over, or joint control of, an investee where the investment leads to

the holding of a quantifiable ownership interest.

LAPruND does not have investments in associates or joint ventures

and therefore the standard does not apply

(Effective for annual perids bedmfutt on or afterJanuary 1, zoln
In January 2015, the IPSASB published IPSAS 37, Joint

Arrangements. IPSAS 37 establishes principles for financial

reporting by entities that have an interest in aruangements that are

controlled jointly.

LAPruND does not have an interest in a joint arrangement and

therefore the standard does not apply

(Effective for annual periods beginning on orJanuary lr2Ol7)
ln January 2015, the IPSASB published IPSAS 38, Disclosure of

Interests in Other Entities. IPSAS 38 requires an entity to disclose

information that enables users of its financial statements to evaluate

the nature of and risks associated with, its interests in controlled

entities, joint arrangements and associates, and structured entities

that are not consolidated; and the effects of those interests on its

financial position, financial performance and cash flows.

LAPruND does not have an interests in other entities and thercfore

the standard does not apply

u. New and amended standads and interpretations in issuc but not yet effective in the year

endeASOlune2OTT
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Standard

IP&{S 39:

Employee Benefits

IPSAS 40:

Public Sector

Combinations

Effective date and impactz

Applicablc: lst larutary 2018

The objective to issue IPSAS 39 was to create converSence to changes

in IAS 19 Employee benefits. The IPSASB needed to create

convergence of IPSAS 25 to the amendments done to IAS 19. The

main objective is to ensure accurate information relating to pension

liabilities arising from the defined benefit scheme by doing away with

the corridor approach.

Applicablc: l* Januaty 2Olg:

The standard covers public sector combinations arising from

exchange transactions in which case they are treated similarly with

IIRS 3(applicable to acquisitions only) Business combinations and

combinations arising from non-exchange transactions which are

covered purely under Public Sector combinations as amalgamations.

Early adoption of standards

LAPruND did not early - adopt any new or amended standards in year 2077

4. Summary of significant accounting policies

a) Rpvcnuc rccognition

i) Revenue fiom non-exchaqge hansactions - IPSAS 23

1lr.

Mcmber Contributions and fines

LAPFUND 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 liability to repay the amount, deferred income is

recognized instead of revenue. Other non-exchange revenues arc 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 canbe measured reliably.

Ttansfers from othcr gwernment cntities

Revenues from non-exchange transactions 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.
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ii) Revenue from exchange transactions - IPSAS 9

[nterest 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 pfincipal outstanding to

determine interest income each perrod.

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.

b) Benefit Payable.

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

c) Budtet informatim - IPSAS 24

The annual budget is prepared on the accrual basis, that is, all planned costs and income are

presented in a single statement to determine the needs of the entity. As a result of the adoption of the

accrual basis for budgeting purposes, there are no basis, timing or entity differences that would

require reconciliation between the actual comparuble amounts and the amounts presented as a

separate additional financial statement in the statement of comparison of budget and actual

amounts.

d) Taxes-LAS 12

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

e) Lnveshment properly- IPSAS 16

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

amount includes the rcplacement cost of components of an existing investment property at the time

that cost is incurred if the recognition criteria arc met and excludes the costs of day-to-day

maintenance of an investment property.

Investment property acquired through a non-exchange transaction is measured at its farr value at

the date of acquisition.

Investment properties arc 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

l0 lPase
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potential is expected from its disposal. The difference between the net disposal proceeds and the

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.

0 Properly, 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 attributable to the acquisition of the items. When

significant parts of property, plant and equipment are required to be replaced at intewals, 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 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.

d Infangible asscb - IPSAS 31

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets

acquired in a non-exchange transaction is their fair value at the date of the exchange. tollowing

initial recognition, intangible assets are carried at cost less any 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.

h) Financial instsrrmcnb - IPSAS 29

Financial asscts

Initial twognition and measutenent

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and

Measurement are classified as financial assets at fair value through surplus or deficit, loans and

receivables, held-to-maturity investments or avallable-for-sale financial assets, as appropriate.

LAPruND determines the classification of its financial assets at initial recognition.
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Lunsand tweiuables

Loans 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 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 ability to hold it to

maturity. 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. Tlte losses arising from impairment are recognized in surplus or

deficit.

Impairment of financial assts

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 recognition of the asset (an incurred 'loss

event') and that loss event has an impact on the estimated future cash flows of the financial asset

or the entity of financial assets that can be reliably estimated. Evidence of impairment may

include the following indicators:

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

ii. Default or delinquency in interest or principal payments

iii. The probabrlity that debtors will enter bankruptcy or other financial reorganrzation

iv. Observable data indicates a measurable decrease in estimated future cash flows (e.9. changes

in arrears or economic conditions that correlate with defaults)

funortizd&sts
LAPruND has been amortizing the interest of the outstandingdebt of the sponsors. Considering

the current situation, 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.
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i) Provisions - IPSAS 19

Provisions are recognized when LAPruND 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 required to settle the obligation and a rehable 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.

bntingent liabilities

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.

Conthgenta,sree

LAPruND does not rccognize 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 financial 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 the asset's value can be measured rcliably, the asset

and the related revenue arc recognized in the financial statements of the period in which the

change occurs.

j) Naturc and purpose of reserves

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 the year.

Rcswes

LAPruND has reserve fund which was established to take into account any potential future

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
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transfer these reserves to accumulated surplus which the Entity has recognized as

retrospective change of accounting policies.

k) Changes in accounthg 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.

l) Employee benefits - IPSAS 25

Retirement benefit plans

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

employment 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 pay'rnent of

retirement benefits are charged against income in the year in which they become payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution plans.

The 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 paJ,rrnents reduce the post-employrnent benefit obligation.

m) Foreign cumency 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

reported at the statement of financial position reporting dateby applying the exchange rate on

that date. Exchange differences arising from the 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.

n) Related parfies Transactions - IPSAS 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.
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i. Loans due frcm rclatrA parties

Loans advanced to management

Kes OOO'

85.727

Loans to manaSement carry 37o interest. Difference between interest charged by LAPFUND and

the statutory rate as per Sec 27(1) b of Income Act of 2OO4 is compensated by taxed loan benefit

received. The loans advanced to management are recovered through their salaries.

ii. Contributions duc fnrm County Governmcnt, Water Companies and other Companies

County Government

Water Companies

Other Companies

Total

iii. Remuneration of Board Members

iv. Receipts from rclated parties.

County Governments, water companies and other companies

Staff Repayment Loans

Total

Kes '0OO'

77,446,778

695,877

139.158

uJa7J53

Kes OO0'

___s2-909

Kes'O0O'

4,966,939

4.270

4,9lLoAE

Management personnel are described as those persons having authority and responsibility for

planning, directing and controlling LAPFLIND.

o) Scrice concession amar.rtements - 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 prlate

party contributes an asset to the arrangement, LAPFUND 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 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.

15 lPape



Local Authorities Provident Fund
Reports and Financials Statements
For the Year Ended 30th June 2017

p) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash atbank, short-term deposits on call and

highly liquid investments with an original maturity of three months or less, which are readlly

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 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 .

q) Comparafive figurts

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

r) Significant judSments and sources of estimafion uncertainfy - IPSAS 1

The preparation of LAPFUND's financial statements in conformity with IPSAS requires management

to make judgments, estimates and assumptions that affect the reported amounts of revenues,

expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of the reporting

period. However, uncertainty about these assumptions and estimates could result in outcomes that

require a material adjustment to the carrying amount of the asset or liability affected in future

periods.

Estimates and assumfiions

The key assumptions concerning the future and other key sources of estimation uncertainty at the

reporting date, that have a significant risk of causing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year, are described below. LAPruND 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 LAPFLIND. Such

changes are reflected in the assumptions when they occur.

Ureful lives and rcsidual ualues

The useful lives and residual values of assets are assessed using the following indicators to inform

potential future use and value from disposal:

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

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

processes

l1
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iii. The nature of the processes in which the asset is deployed

iv. Availability of funding to replace the asset

v. Changes in the market in relation to the asset

Ptouisiotts

Ptouisionswere raised and management determined an estimate based on the information avarlable.

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.

Assumptions were used in determining the provision for rehabilitation of landfill sites. Landfill areas

are rehabilitated over years and the assumption was made that the areas stay the same in size for a

number of years.

Provision is made for the estimated cost to be incurred on the long-term environmental obligations,

comprising expenditure on pollution control and closure over the estimated life of the landfill. The

provision is based on the advice and judgment of qualified engineers.

The estimates are discounted at apre-tax discount ratethat reflects current market assessments of

the time value of money.

The increase in the rehabilitation provision due to passage of time is recognized as finance cost in

the statement of financial performance.

The cost of on-going programs to prevent and control pollution and rehabilitate the environment is

recognized as an expense when incurred.

s) Financial Insfirrmcnts: Disclosues- IPSAS 30

Risk is the unpredictability of future asset value, and specifically, the chance that the value of assets

may decrease or increase in value. Investment principles and practical experience both support the

notion that expected returns are proportional to market risk taken.

The Board recognizes that the assumption of risk is necessary to meet LAPIUND's objectives, i.e.

there are no risk free assets which are sufficient to generate LAPFUND's required rate of return. The

Board also recognizes that LAPFUND's risk management does not require the elimination of risk, but

the balancing of risk and expected return. Risk in itself is intrinsically neither good nor bad as it is a

resource used to Senerate investment returns.
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Recognized Risks

The Board recognizes anumber of risks involved in the investment process of LAPFUND assets:

r) Under-pedormance risk

There is the risk that the Fund Manager will fail to meet the return benchmarks set by the

Board. This will be addressed by the Trustees undertaking regular performance reviews of the

Fund Manager and taking necessary action where performance is not satisfactory.

u) Risk of volatile returns

This will be addressed by diversification of LAPruND investments across various asset classes

and among different shares/stocks in each asset class. However, the Board also recognizes the

need for focused diversification necessary to achieve superior returns to the average market

return.

iii) Liquidify risk

There is the risk that LAPFUND will be unable to realize its assets to meet liability pa5rments as

they fall due. This will be addressed by ensuring that LAPFLIND maintains an adequate

proportion of its assets in marketable securities and that LAPruND invests to ensure adequate

matching of its liabilities.

M Currencyrisk

Given that LAPruND liabilities are denominated in Kenya Shillings, there is the risk that

exchange rate fluctuations will impact directly on the value of Fund assets as denominated in

Kenya Shillings. In the absence of appropfiate hedging strategies, tAPruND will need to limit

its exposure to offshore investments.

Asset/liability miss-match risks

r) Basis risk

This risk arises where LAPFUND's liabilities cannot be perfectly matched. The Board manaSes

this risk by defining a strategic portfolio which is the portfolio of assets which mostly replicates

the expected liability cash flows.

u) Shategic investnent risk

This is the risk arising from the failure of the selected long term investment strateSy to

deliver the level of expected return or risk characteristics necessary to meet the Board's

objectives The Board manages this risk by setting appropriate long and short term risk
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measures and limits. These are monitored regularly if the level observed or experienced risk is

inconsistent with these limits the investment strategy will be reviewed.

t) Subsequent events - IPSAS 14

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

frnancral statements for the year ended June 30,201.7.
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NOTES TO THE FINATICLAT SIAIIMENTS (Continued)

S Revenue attributable to members

Contributions

Less: Benefits to members

Terminal benefits

Group life benefits

Net Contributions due

Levies on outstandi ng contributions

Revenue attributable to members

4 Finance income - external investments

Fixed income
Government Bonds

Treasury Bills
Fixed deposits

Corporate bonds

Commercial paper

Dividend income
lnvestments in quoted equities

Gain on sale of investments
Gain on sale of treasury bonds

([oss) /Gain on sale of quoted shares

Property Income
Rental incomes

Total finance income - external investments

5 Other income

Sale of tenders

Intere$ on loans to staff

Deposit Refunds & Adverts in the tund Magazine

Disposal ofassets

Total other income

2016/2017
'000'

2015/2016
'000'

4,969,267 4,654,005

2,707,296

34,611

I,015,876
33,180

2,227,360
739,476

s,604,949
817 115

2,S66,836 4.422,064

639,306

200,469

42,625
82,355

748,413

81,026

161,998

109,532

964,755

160,308

I ,1 oorg6g

134,958

160,308 194,958

10,882 (e4)

10,882

36,869

(e4)

61,316

96,869 61,9I6
7,172r814 1,297,149

2,171

41

545

1

1,011

155

2,757 I,168

20 lPape



Local Authorities Provident Fund
Reports and Financials Statements
For the Year Ended 30rh June 2017

NOltrS TO THE FINAI{CLAL SIATEMENTS (Continued)

6 Employee costs

Salaries and wages

Contributions to Pension

Contributions to medical aids

Commuter and other allowances

Housing benefits and allowances

Total employee costs

7 Remuncration of board members

Chairman allowances

Meeting costs

Medical aid contributions

Travel, conferences and other costs

Total board membcrs' rcmuneration

8 Depreciation, amortizltion and provision costs

Plant and equipment

Intangible assets

Total dcpreciation

Administrative recharges amortized

Provision for doubtful debts

Total amortization costs and provisions

Total depreciation, amortization and provisions

9 Rcpairs and maintenance

ftuipment
Vehicles

General Office Repairs

Total repairs and maintenance

614,402 1.201.852

632,297 7,229,315

2076/ 2077

'000'

78,898

13,789

I 3,1 78

15,845

I8,852

2015/ 2016

'000'

71,527

13,470

12,987

17,552

19,646

140,562 t35,tE2

850

6,996

1,094

54,064

340

5,994

569

25,144

62,904 32,017

17,004

891

24,861

2,602

17,895

474,927

139,476

27,463

384,737

8l 1r5

945

1,340

1,129

3r414

1,318

2,254

2,184
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NOITS TO THE FINAT.ICLAL SIATEMENTS (Continued)

10 Contracted services

Investment management fees

Custodral fees

Property valuations

Debt collection fees

Performance contracti ng costs

Total contracted serYices

1 1 General expenses

Audit fees

Corporate and public relations

[ees and levies

Investment procurement costs

Legal Expenses

Member [ducation & Recruitment Costs

Office running costs

Telecommunication

Employee development

ICT Costs

Bank Charges

Total general expenses

12 Unrealized gain/(loss) on fair value of investments

hoperty investmenh

Government bonds investments

Quoted shares investments

Net unrealized loss

2016/ 2017

'000'
2015/2016

'000'

24,961

18,800

1,830

47,761

61,468

31,162

18,936

20,315

29,553

49,829

154,820 1491794

850

48,778

5,000

8,848

12,366

103,857

63,916

3,862

72,101

6,989

963

1,154

48,330

5,000

5,835

4,304

80,496

50,729

7,829

44,272

5,990

671

327 r5g0 254,611

164,029

53,717

672,,577

(15,868)

(761,310)

2t7,746 (104,601)
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2016/ 2017

'000'

2015/2016

'000'

13 Cash and cash cquivalcnts

Cash in Bank

Cash-on-hand

Cash on transit

Total cash and cash equivalcnts

I3(a) Cash and cash equivalents

a) Current Account

Kenya Commercial Bank - Operations Account

Co-operatrve Bank - Collechon Account

Kenya Commeru-ial Bank - Collection Account

Natronal Bank of Kenya - Collection

NIC Bank

Sub- Total

Staff Car Loan/Mortgage

Co op ratrve Bank t)peratron

Sub - Total

b) Others

Cash in transit
Mpesa Pay brll

Sub- Total

Cash-in-hand

Petty Cash Nainrbi Offrce

Petty Cash Kisumu Offrce

Petty Cash Nyen tTfice

Petty Cash Mombasa Office

Petty Cash Nakuru cYfice

Petty Cash Isrolo Office

Sub- Total

Total cash and cash equivalents

52,365

132

334

143,147

301

20

52,831 143,468

Account Numbcr

r t4 921 2292

t)l I 361 982 45401

u 1 489 8767

0 t0 020 090 374)

I LtO zOG :tS l6

L)ll 361 98245400

5t2 9:t4

48,766 134,97E

3,599 8,368

5,328

29,275

89

10,529

3,546

8,324

118

93,914

23,190

9,432

3,599 E,S6E

lJ34 20

334 20

25

t9

49

62

t9

I

12

3

4

27

9

4

132 101

52,E31 143,46E
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l4 Receivables fromexchange transactions

Current receivables

Contributions due

Total current receivables

Non-current receivables

Contributions due

kss: impairment allowance

Cunent portion transferrcd to current receivables

Total non-current receivables

Total receivables

1 5 Receivables from non-exchange contracts

Curent receivables
Administrative re -charges due

Less: impairment allowance

Total current receivables

Staff loans

Other debtors

Total current receivables

Non-cument receivables
Administrative re-charges due

Less: impairment allowance

Current portion transferred to current receivables

Total non-cument rrcccivables

Total nm-curent receivables

Total receivables

524,363 466,507

524.363 466.507

12,281,753 11,419,075

(5,727,219) (5,587,7411)

6,554,535 5,831,332

' {sz4,s6s) ' {466,s07)

6,030,172 3,364,E26

6,554,5S5 s,ESl,SS2

689,229
( 137,846)

577,389
(l r 5,478)

551,S8S

109,111

7,298

461,9I1
48,873

7,374

661,792 512,159

3,44O,501
(2,276,156)

l,16/,s45
(551,383)

2,757,272

0,801,229)
950p43

(46r,911)

612,962 488,131

612,962 4E8,I91
1,274,754 1,000r9O
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16 Proeertyrplant andequipment

Crst

At I July 2015

Additions

Disposals

At 30June 2016

Additions

Disposals

At 90June 2017

Depreciation and impairment

At I July 2015

Depreciation

Disposals

At SOJune 2016

Depreciation

Disposals

At SOJune 2017

Net bookvalues

At S0June 2017

At S0June 2016

17 Intangible assets - software

Crst

At I JuIy 20I5

Additions

At 30June 2016

Additions

At 30June 2017

Amortization and impairment

At 1 July 2015

Amortization

At SOJune 2016

Amortization

At S0June 2017

Net book values

Al3OJwrc2Ol7

At 30Jtute 2016

Ilotor
Vehicle

'oo0'

26,172

Computer and
Equiprnemt

'000'

107,824

73,647

furnitue and
fittiry!

'000'

116,072

18,020

Total

'o00'

2s0p09

31,667

26,172

24,754

(2913)

l2l,47l
2,697

(5,t3(;13)

134,033

4,813

281,676

32,264

(6,I56)

50,633 118,905 138,846 3O7,7E4

24,653

1,519

98,291

10,007

r07,r00
13,335

230,045

24,E61

26,172

(2911)

1o8,298

7,026

(s,8613)

120,435

9,978

254,906

17,oo4

(6,156)

25,879

24,754

109,461 l3o,4t4 265,754

E,E44 EAs2 42,O30

13,173 13,597 26,770

25,563

25,563

25,563

21,032

2,602

23,634

891

24,525

1,03E

25 lPase
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2016/ 2017

'000'

2018/ 2016
'000'

IE Trade and othcr payablcs from exchange transactions

Trudepayables
Benefits payable

Other payables

Total tradc and othcr payablcs

54,735

2,361

19237

61,927

71345

3,574

76,333 72,846
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19 Inrstncnts

frir vduc

.tt lluh'lt15

.{rlditirns

l.{alurihi Osptrals

Clrange in tiir rnlur

At 30Junc 3016

Totrl inrcstmnls

Tolrl currcnt imeslcnls

Totd non*umnt inrtstments

.{dditicns

ItaturihiDsprals

t'hange in tairrdue

Al 30Junc 1017

Totrl inrtslnrnls

Totrl cunent inveslmnts

Tohl non-cuntnl iartslnents

Corponte rnd

Pmperty Goverruacnt Bonds Trersury Bills tired depoits ccrnnercirl Qoded sharcs

ptrpcr

'u)0' '000 '000' '0N' '000' '000 'q)0' '00(}.

Unquded

slurts
Totrl

18p53,995

l3*62,6E2

(loll6r8i!)

( lo{,637)

5.59{S5;

511.r63

0tiJr r

6:61"691

l.{6.ld3l

(9is.i85)

( l5s6E)

;E3.i38

l.ilri.ilrl

(s6633r)

$13.ilr3

9rt&t.191

(E.r9r.e)9)

8S:":36

f.i5:

(95.{:i)

3.6i5rt{8

686:{0

(sl-530)

(761.3{6)

I l.ilr

6,779'697 6,?33p7{ t,{1{BlE 1,79tr886 796161 31517,{ l? 11,710 !0,9t 6,16?

{ltpl{ l,t11pl8 t,7ilrEE6 37166 s,a9inE{

6,?79189? 6*E9*61 i59191 sisl?,rlg 11,720 l7p57IE{

5.1{ t.lEl 5?8rS9

(3:3r.{S5)

l6.lrt19

3.10i5{5

(3.:13.6{0)

9.{6.1$10

( 10.r3s555)

109.{N

[:is99)

l.{E7rt5.l

(3.191rtS5)

C.1.r I r

l9rEE7rE60

( I i1E95,66{)

2ti,71i

11,910,7?E {183,687 !,818,618 tp5?B{l ii8f6,2 2$6/.p99 ll,?20 13l06,il0

s22,882 21318023 lp57B{ r 67,{65 3,7E6,7E1

I lB!0,77E S,93l,lS8 690p97 1r64p99 I1,710 19,{18}939

Property investments include an amount of Kshs 1,135,876,000.00 which comprises of

development of Shopping Centre, Nursery School and 131units Maisonettes (LAPruND Gardens) in

Mavoko Sub County, Machakos County which are on sale. The amount is net of costs, deposits and

fully bought units.
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20. Financial Risk Management

LAPFUND's activities expose it to a variety of financial risks including credit and liquidity risks and

effects of changes in foreign currency. The company'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 performance by setting acceptable levels of risk. The company

does not hedge any risks and has in place policies to ensure that credit is only extended to customers

with an established credit history.

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

(r) Crrdit risk

The entity has exposure to credit risk, which is the risk that a counterpafty 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 avallable-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

frnancial 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.

The board of directors sets the company's credit policies and objectives and lays down parameters

within which the various aspects of credit risk management are operated.

(ii) Liquidify risk management

Ultimate responsibility for liquidity risk management rests with the entity's directors, who have

built an appropriate liquidity risk management framework for the management of the entity's short,

medium and long-term funding and liquidity management requirements. The entity manages

liquidity risk through continuous monitoring of forecasts and actual cash flows.

(iii) IMarket risk

The board has put in place an internal audit function to assist it in assessing the risk faced by the

entity on an ongoing basis, evaluate and test the design and effectiveness of its internal accounting

and oper ational 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

28 l[)at'-
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exposures within acceptable parameterc, while optimising the return. Overall responsibility for

managing market risk rests with the Audit and Risk Mana5qement Committee.

The company's Finance Department is responsible for the development of detalled 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

mana9es and measures the risk.

a) Foreign cumencyrisk

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.

LAPFUND attheend of the period did not have any carrying amount of foreign currency

denominated monetary assets and monetary liabilities

D Interrst 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 company's interest rate risk arises from bank

deposits. This exposes the company to cash flow interest rate risk. The interest rate risk

exposure arises mainly from interest rate movements on the company's deposits.

Management of interest rute risk

To manage the interest rate risk, management has endeavoured to bank with institutions

that offer favourable interest rates.

Sensitivity analysis

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

analysis. This involves determiningthe impact on profit or loss of defined rate shifts. The

sensitivity analysis for interest rate risk assumes that all other variables, in particular

foreign exchange rates, remain constant. The analysis has been performed on the same basis

as the prior year.

Capitd Risk Management

The objective of the entity's capital risk management is to safeguard the Board's ability to continue

as a going concern.
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21. Relabd Party Balances

a) Natnre of rclateA party relationships

Entities and other parties rclated to the entity include those parties who have ability to exercise

control or exercise significant influence over its operating and financial decisions. Related parties

include mana3ement personnel, their associates and close family members.

The entity is related to

i) The National Government;

ii) TlteParcntMinistry;

iii) County Government

iv) Water Companies

v) Others - Companies related to County Governments

vi) Key management;

vii) Board of directors;

c) I(ey management remuneration

Directors'
Key management compensation

Total

2017
Kshs
62,9O9
47$38
1O4J47

2016
Kshs
32,047
46.769
zEsr6

1. fuenb a^fter the rcporting period

There were no material adjusting and non- adjusting events after the reporting period

2. UJfrmate and Holding Entity

LAPFUND is a State Corporation under the Ministry of The National Treasury. Its ultimate parent

is the Government of Kenya.

3. Cumency

The financial statements are presented in Kenya Shillings (Kshs)

30 lPase
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