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1. Acronyms, Abbreviations and Glossary of Terms

A: Acronyms and Abbreviations

BSC Balanced Score Card

CEO Chief Executive Officer

CBK Central Bank of Kenya

GLA Group Life Assurance

ICPAK Institute of Certified Public Accountants of Kenya
IPSAS International Public Sector Accounting Standards
KRAs Key Result Areas

LAPFUND Local Authorities Provident Fund

MOU Memorandum of Understanding

NSE Nairobi Stock Exchange

OCOB Office of the Controller of Budget

OAG Office of the Auditor General

OSHA Occupational Safety and Health Act of 2007
PFM Public Finance Management

PPE Property Plant & Equipment

PSASB Public Sector Accounting Standards Board
RBA Retirement Benefits Authority

SAGAs Semi-Autonomous Government Agencies
SC State Corporations

SMS Short Messaging Service

TNT The National Treasury

B: Glossary of Terms

Fiduciary Management- Members of Management directly entrusted with the responsibility of financial
resources of the organisation

Comparative Year- Means the prior period.
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2. Key LAPFUND’s Information and Management
(a) Background information

LAPFUND was established under the law of Kenya, The Local Authorities Provident Fund Act, CAP
272, on the 5t of July 1960. At cabinet level, LAPFUND is represented by the Cabinet Secretary
for The National Treasury and Economic Planning who is responsible for the general policy and
strategic direction of LAPFUND

(b) Principal Activities

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

The Act provides for the establishment of the fund to be credited with:

Assets transferred from other Funds

Amounts contributed each month by contributors and sponsors

Dividends, interest and other incomes accruing from investments of the Fund

Sums contributed by 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

o TP

(c) Key Management

LAPFUND’s day-to-day management is under the following key organs:

Board of Directors Hon. Johnson Osoi
Hon. Beatrice P.C Kones
Mr. Samwel Kariuki Maina

RERASS R e e S B S S e s Ryt iy W anonyt s G|
Hon. Roba Duba

e e T e e RS A e T L T R R
Mr. Patrick Muchoki

e e O O TP TR R e ey

Ms. Barbara Kawira Jap:

Ms. Jane Wambwu
Ag. Chief Executive Officer Mr. Bernard Mbogoh
Chief Manager Benefits Administration, Marketing & Customer Service
Chief Manager Strategy, ICT, Human Resource & Administration Mrs. Veronicah Leseya
Manager, Internal Audit Mr. David Methu

Manager, Human Resource & Administration Ms. Jane Mmasi |

Manager, Finance & Investment Ms. Chemashack Ndiwa

Manager, Supply Chain Management Mr. Danie Kibet

Manager, Benefits Adminstration & Customer Care Ms. Golda Akolo
Mananager, Marketing & Member Recruitment Mr. Eliud Kiborek

Manager, Information, Communication & Technology Mr. Martin Ayoo
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(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30th June 2023
and who had direct fiduciary responsibility were:

1 Mr. Bernard Mbogoh 'Ag. Chief Executive Officer

3 Mrs. Veronicah Leseya Chief Manager Stratezy, ICT, Human Resource & Administration

5 Mr. David Methu Manager, Internal Audit
m

7 Ms. Jane Mmasi Manager, Human Resource & Administration
ﬂ

9 Mr. Danie Kibet Manager, Supply Chain Management

Mananager, Marketing & Member Recruitment

11 Mr. Eliud Kiborek
Manager, Information, Communication & Technology

Mr. Martin Ayoo

13 Mr. Martin Ayoo

(¢) Fiduciary Oversight Arrangements

®

LAPFUND has put in place key fiduciary oversight arrangements covering:
i) Board Committees
o Audit Committee;
o Finance & Asset Committee
o Strategy & Investments Committee and
o0 Human Resources & Governance Committee.
ii) Transparency and Accountability Governance Structures.

Head Quarters

P.O. Box 79592 — 00200

316 Upperhill Chambers, 2nd Ngong Avenue
Nairobi, KENYA

ISDN 0709 805 000, 0709 805100

E-mail: info@lapfund.or.ke

Website: www.lapfund.or.ke

() Contacts

Telephone: +254 709 805 000, +254 709 805 100, +254 709 805 700
E-mail: info@lapfund.or.ke
Website: www.lapfund.or.ke

v|Page



Local Authorities Provident Fund (LAPFUND)
Annual Reports and Financial Statements

For the year ended June 30, 2023
Branch Offices
Coast Western
2nd Floor, Imara Building 2nd Floor, Almran Plaza
Dedan Kimathi Road Oginga Odinga Street
Mombasa Kisumu

Telephone: +254 709 805 300
mombasaoffice@lapfund.or.ke

South Rift
1st Floor, Polo Centre
Kenyatta Avenue

Nakuru
Telephone: +254 709 805 500
nakuruoffice@lapfund.or.ke

Central

1st Floor, Fortress House
Kimathi Way

Nyeri

Telephone: +254 709 805 400
Nyerioffice@lapfund.or.ke

(h) 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 41862 — 00506
Nairobi, Kenya

KCB Sahal

Kipande House

P.O Box 27618 — 00506
Nairobi, Kenya

(i) Independent Auditors
Auditor General
Office of Auditor General

Anniversary Towers, University Way

P.O. Box 30084 -~ 00100
Nairobi, Kenya
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Telephone: +254 709 805 600
kisumuoffice@lapfund.or.ke

Upper North Eastern
Desert Trail Building
Isiolo-Marsabit Main Road

Isiolo
Telephone: +254 709 805 000

isiolooffice@lapfund.or.ke

North Eastern

Lilac Centre, 1ST Floor

Off Kismayu Road

Garissa

Telephone: +254 709 805 000
garissaoffice@lapfund.or.ke

Kenya Commercial Bank
Gateway Park /Kipande House
P.O Box 27618 — 00506
Nairobi, Kenya

NCBA Bank

Kenyatta Avenue

P.O Box 44599-00100
Nairobi, Kenya

Gulf African Bank
Kenyatta Avenue
+254711075000
customercare@gab.co.ke
Nairobi, Kenya
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Our Vision
The preferred savings and retirement benefits provider

Our Mission
To receive, prudently invest and manage members’ contributions for prompt payment of benefits for
secured retirement.

Our Core Values
In an endeavour to realize our vision and mission, LAPFUND is guided by the following core values,

Customer focus
Continuous improvement
Professionalism
Teamwork
Integrity
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3. The Board of Directors

The Board of Directors were appointed on 6t March 2023 via gazette Notice No. 2871. The
Chairperson was appointed on 29th June 2023 vied Kenya Gazette Notice No. 8472.

The Board of Directors are listed below;

Johnson P. Osoi

Board Chairperson

Mr Osoi was the Speaker of Kajiado County
Assembly from 2013 — July 2022. He
founded and chaired the County
Assemblies’ forum, an umbrella body of the
47 County Assemblies of the Republic of
Kenya. He headed diagnostic platforms in
Eastern and Western Africa with BD East
Africa Ltd.

He holds a diploma in Pharmacy from
Kenya Medical Training College, an
advocate of the

High Court of Kenya and a member
of the
Chartered Institute of Arbitrators, UK. He
also holds a BA and MA in Public
Administration. Osoi is result oriented and
a self-driven professional who works with
minimal or no supervision.

Hon. Beatrice P.C Kones

Board Member

Hon. Kones is an educationist and a seasoned
politician. She has many years of experience in law-
making, advocacy of public interest, oversight of
public funds, and stakeholder engagement.
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- Mr. Samwel Kariuki Maina
Board Member

Ms. Ruth Charity Wanyonyi
Board Member
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Mr. Maina is an educationist and a
businessman with vast experience in
financial management and resource
mobilization skills.

Ms. Wanyonyi is an expert in Business
Administration and Business Management.
Her experience includes pension scheme
management, strategy development and
policy development.
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Mr. Robley Otieno Ngoje

Board Member

Mr. Robley is an expert in employee relations,
wellness and human resource management.

He is also an experienced Lawyer, mediator and
banker with many years of experience. His
experience includes formulation of robust human
resource strategies and policies, customer
relationship, risk management, employee wellness,
health and safety programs and handling of
industrial relations.

Mr. Patrick Muchoki

Board Member

Mr. Muchoki is an expert in the sales and
marketing field. He is also businessman with
diverse experience in strategy development,
product development, brand visibility,
customer service and development of
affordable homes.
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M:s. Christine Kibet
Board Member

M:s. Barbara Kawira Japan
Board Member
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Ms. Kibet is an industrial technology
medical engineer. She has vast experience
in installation, calibration, maintenance
and electrical safety testing of clinical
equipment, devices, and systems.

Ms. Barbara Kawira Japan is an advocate of
the High Court of Kenya and a Master of
Science degree holder in Governance, Peace
and Security. She holds a certificate in public
leadership from the Nelson Mandela School of
Governance, at the University of Cape Town.
She is also a certified mediator. Her experience
Spans over 13 years as a Governance expert at
the national, regional and global level through
the development of strategic plans, advocacy
strategies, leadership and management
manuals among others.

She has particular interest and has worked
extensively on matters human rights, gender
and the law, social justice, sexual harassment
advocacy, women and children rights
advocacy, ethics and anti-corruption. She has
strengths in collaboration, network and
partnership building, resource mobilization,
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ADR and Mediation, legal research,
administration and management.

Mr. Seth Panyako

Board Member

Hon. Roba Duba
Board Member
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Mr. Panyako is a nurse by profession and is
a seasoned trade unionist with unmatched
passion in advocating for the rights of
workers.

He is currently the Secretary General of the
Kenya National Union of Nurses, a position
he has held since 2013.

Hon. Roba Duba is a career civil servant.

He served as a Town Clerk in the previous
government dispensation. Hon. Duba is an
advocate for workers’ rights and is the
current Secretary General of the Kenya
County Government Workers Union
(KCGWU)
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Ms. Jane Wambugu
Board Member

Mrs. Wambugu is an Alternate Director to
the Cabinet Secretary of The National
Treasury and Economic Planning, where she
currently serves in the department of
Government Investment and  Public
Enterprise.

She has over 12 years’ experience as
Certified Public Accountant having served
in various Government Ministries in senior
management, Project Accountant in World
Bank and AFD donor funded projects in the
Ministry of Energy and Ag. Head of
Accounts Unit in the Ministry of Tourism,
among others.

She holds a master’s degree in business administration (Finance), Certified Public Accountant
(CPA) and a member of the Institute of Public Accountant of Kenya (ICPAK) as well as the
Institute of Certified Investment and Financial Analyst (ICIFA).

Mr. Bernard Mbogoh

Ag. Chief Executive Officer

s s = . Mr. Mbogoh holds a Bachelor of Arts
i LE e d . .

e E egree in Economics from Kenyatta

University and is a Certified Public
Accountant, CPA(K)

He has a wide area of expertise in
Financial, Investments Management,
Reporting, Pension Management and
Human Resource.

Previously served as a trained Auditor and
Human Resource Expertise. He has served
for over 17 years in different capacities at
LAPFUND.
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4. Management Team

Y,
Mr. Bernard Mbogoh
Ag. Chief Executive Officer
BA Economics, CPA (K)

Mis. Veronicah Soila Leseya-Owende
Chief Manager, Strategy, ICT, HR &
Bachelor of Arts (Hons), AIIK, CPAM
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Mr. Galm Jaldesa Ms. Kellen Njue

Chief Manager, Benefits Administration, Corporation Secretary & Manager,
Marketing & Customer Service Legal Services
MBA, BCom Finance LLB, LLM, Dip (KSL), CPS (K)

Mr. David Methu Mr. Sylvester Mutie
Manager, Internal Audit Manager, Strategy, Research &
Business Development
CPA (K), BSC (Applied Statistics) MBA Finance, CPA (K), CIPS (M),

BCom (Finance)

xv|Page



Local Authorities Provident Fund (LAPFUND)
Annual Reports and Financial Statements
For the year ended June 30, 2023

Ms. Cheméshack Ndiwa

Manager, Finance & Investments Manager, Human Resource &
MSC (Finance), B Com (Accounting), CPA(K) Administration
IHRM, BBM (HRM), HSC

Mr. Martin Ayoo Mr. Eliud Kiborek

Manager, ICT Manager, Marketing & Member
MSc (D. Comm), BSc (IT), Dip (IT) Recruitment

BBM (Marketing)
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Mr. Daniel Kibet Ms. Golda Akolo
Manager, Supply Chain Manager, Benefits Administration
B Com, MCIPS, MKISM MSc (Actuarial Science), BSc

(Actuarial Science)

xvii|Page



Local Authorities Provident Fund (LAPFUND)
Annual Reports and Financial Statements
For the year ended June 30, 2023

5. Chairperson Statement
‘ Dear Members,

I am honoured to share the Directors’
report for the Annual Report and Financial
Statements for the year ended 30t June
2023.

I wish to sincerely thank Cabinet Secretary
for The National Treasury & Economic
Planning for the appointment, vide Kenya
Gazette Notice No. 8472 of 29t June 2023.
As Board of Trustees, we feel privileged to
be entrusted with the task of steering
LAPFUND to achieve its mandate.

LAPFUND continues to meet its mandate of receiving, prudently investing and managing
members’ savings for prompt payment of benefits for secured retirement. The scheme continues
to grow principally because of the overwhelming support by members, sponsors and all other

stakeholders coupled with the prudent investment decisions made by the Board.

The Board has put in place key strategies especially around risk management, monitoring and
evaluation, resource mobilization and management, customer and stakeholder management,
information and communication technologies, operational efficiency, quality assurance and

human resource management to ensure LAPFUND achieve its targets.

I wish to assure our stakeholders that we are driven by customer focus and a passion to ensure
maximum return on investment to our members. This is achieved through innovation, practicing

good corporate governance, and ensuring effective and efficient operations.

I take this opportunity to thank Directors, Management, staff and other key stakeholders for

their informative contributions towards the growth and success of LAPFUND.
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6.

Dear Stakeholders,

Report of the Chief Executive Officer

It is my pleasure to present to you Annual Report | A

and Financial Statements for the period ended
30th June 2023.

Performance Review

a)

b)

c)

d)

e)

Contributions

Contribution received for the period ended
30t June 2023 reduced by 4% from Kshs |
8.39bn in FY 2021_22 to Kshs 8.09bn. This
was due to;

e Contractual staff such as MCAs, CECMs |
term came to an end and did not |
contribute voluntary contributions during
the transition. |

e late remittances of gratuities by County Assemblies and County Governments as a result
of delay in disbursement of funds by the Exchequer.

Members’ benefits

As of 30 June 2023, the scheme paid member benefits totalling to Kshs. 8.9bn compared to
last year same period where we paid benefits amounting to Kshs. 7.63bn. The rise in benefits
payment was due to exit of the Members of County Assemblies who were refunded gratuities
and voluntary contributions at the end of their term.

Interest Income

Interest income increased by 28% from Kshs 12.21bn last year same period to Kshs. 15.63bn.

The increase was caused by;

e Increase in accrued interest on outstanding contributions by 36% from Kshs. 10.74bn to
Kshs. 14.55bn. This was caused by late remittances of contributions by some sponsors
and compounding of interest charged on the outstanding contributions.

e Increase in income from the call and fixed deposits by 11%

e Increase in interest on loans to staff by 6%

Investments income

Investments income during the period under review decreased by 29% from Kshs 1.65bn in
FY 2021_22 to Kshs 1.17bn. The reduction in income was caused by liquidation of equities
to pay member benefits. There was also reduced cashflow in form of contributions as the
term of contractual staff ended.

Operating Expenses
Total operating expenses increased by 28% from Kshs. 1.01bn last year to Kshs. 1.29bn in
the current year. The increase was attributed to;
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e Increase in personnel emoluments by 20% from Kshs. 405m last year to Kshs. 487m.
This was caused by;

v" Confirmation of staff on contract to permanent and pensionable basis which meant
improved terms of employment.
v Annual salary increments and increase in pension contribution which is a factor of
basic salary and house allowance.
v' Increase in medical costs due to additional beneficiaries as a result of young
workforce.
e Increase in land rates for LAPFUND properties located in Nairobi County
e Increase in office operating expenses and utility cost
e Costs associated with enhancing organizational brand visibility through advertisement

e Increase in motor vehicle insurance premium rates as a result of new regulatory
framework.

f) Surplus
Surplus increased by12% from Kshs.5.31bn last year to Kshs. 5.92bn due to increased
gratuity and voluntary contributions from the members of County Assemblies and executives
officer.

) Fund value
Fund value increased by 10% from Kshs. 56.74bn June last year to Kshs. 62.67bn due to
increase in receivables due and the interest charged on outstanding contributions.

I sincerely thank all our members and stakeholders for their commitment and continued support
in ensuring LAPFUND remains the best scheme in providing retirement benefits

Thank you

Bernard 20
Ag. Chief Executive Officer
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7. Statement of Performance against Predetermined Objectives for FY 2022/2023

LAPFUND has 4 strategic pillars/ themes/issues and objectives within the current Strategic Plan for the
FY 2019/2024. These strategic pillars/ themes/ issues are as follows:

Pillar /theme/issue 1: Customer & Stakeholder

Pillar/theme/issue 2: Financial Performance

Pillar /theme/issue 3: Business Process

Pillar/theme/issue 4: Organizational Capacity

LAPFUND develops its annual work plans based on the above Four (4) pillars/Themes/Issues. Assessment
of the Board’s performance against its annual work plan is done on a quarterly basis. LAPFUND achieved
its performance targets set for the FY 2022_2023 period for its 4 strategic pillars, as indicated in the table
below:

KRA 1: To increase 1.1 To grow membership base 73%
customer and 1.2 To enhance products 100% 97.65%
stakeholder 1.3 To increase customer and stakeholder
satisfaction satisfaction 120%

2.1 To grow revenue 72%
KRA 2: Financial 2.2 To optimize return on investments 38% 56.13%
Performance 2.3 To reduce debt 53%

2.4 To optimize financial resources 62.5%

3.1 To Improve Communication 79%
KRA 3: Business 3.2 To Improve Operational Efficiency 86% 74.16%
Process 3.3 To Strengthen Risk Management 45%

3.4 To enhance Quality Assurance 87%

4.1 To enhance performance management | 43%
KRA 4 Organization | 4.2 To promote organizational culture 44% 91.08%
Capacity 4.3 To Improve staff capacity 34%

4.4 To enhance the working environment | 242%

The Strategic Plan was premised on four Key Result Areas (KRAs) and key metrics were developed
for each strategic initiative to measure the progress of implementation. The key result areas were
weighted for their contribution to the overall score. The status as at the year ended June 2023
and the KRAs and respective weights are: -

Customer & Stakeholder 30 97.65%

Financial Performance 25% 56.13%
Business Process 30% 74.16%
Organisational Capacity | 15% 91.03%

Total weights =100% | Overall Weighted average = 79.23%
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The Weighted average is a calculation that considers the varying degrees of importance of the
Key Result areas towards the Core Mandate. The weights were derived from the Corporate Score
Card and were used to calculate the overall score of the organisation as follows:

Overall Performance

Strategic Plan 2019/24 Annual Overall Score

100.00%

90.00%
80.00%
70.00%
60.00%

50.00%
40.00%
30.00%
20.00%
10.00%

0.00%

2019/20 2020/21 2021/22 2022/23 2023/24

Annual Score  seeeeeee- Linear Trend

It was observed that the overall performance has generally had an upward trend, although the
performance in the year under review stagnated as per the previous’ performance.

Strategic plan highlights for the period

In the period under review, the following was observed:

LAPFUND managed to recruit a total of 15,318 members against a target of 20,990. The
recruitment efforts were affected by the high cost of living that reduced the savings ability
of prospective members, especially from the Alternative markets and AMAL segments.

We recorded contributions of Kshs 8.033 billion against a target of Kshs 8.138 billion this
was an achievement rate of 98.7%.

The new revenue opportunities were affected by the members recruited in the Alternative
markets and AMAL segments. There have been changes, including increase in the staff
assigned to the Alternative markets segment to improve the performance.

The revenue from cost centres saw an increase to Kshs 47million against the target of Kshs
27million. This was due to the implementation and a positive uptake of the Rent to Own
property disposal option for our property LAPFUND gardens in Mavoko.

The assets held by fund managers managed a commendable return of 14.6% against a
target of 13%.

The return on the property portfolio was 0.2% against a target of 5%. LAPFUND is currently
undertaking projects to unlock the value in property investment and it is therefore key to
ensure that the expected returns are reviewed periodically with the progress made in case
of any increases in costs.
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® The debt collected was Kshs.1.3bn which was 6% of the debt in the prior years’ financial
statements. This was against a target of 60% and the collection was affected by a change in
the stakeholders due to elections, and the reluctance to pay the accrued penalties.

e Contributions collected were Kshs 6.9billion of the Kshs 8.1billion of total contributions in

the financial year. This represents 86% collection and was affected by the delay in
disbursement of funds to counties by the Exchequer.

® Development of Draft Business Intelligence as a tool for high-level reporting for Risk &
Compliance, Finance & Investments, Marketing, and Benefits Administration. The same are
being reviewed before approval for implementation.

* Achieved a score of 86.67% in the ICT automation audit carried out by ICT Authority.

e LAPFUND endeavoured to improve Employee motivation and the average satisfaction from
rating internal services through a series of internal surveys missed target by 7.5% after
achieving 72.5% against a target of 80%.

e To Promote teamwork and cohesion, online staff activities were conducted including
Online health talks and financial wellness.

* LAPFUND surpassed the optimal staffing level at 82% in the against a target of 80%
Strategic plan.

e Staff Sensitizations were carried out online to improve employee wellness. The following
topics were covered Breast Cancer, Prostate Cancer, Cervical Cancer, and mental wellness.

Strategic Plan Implementation Challenges.

The challenges noted that had an effect on performance in the year include:

e LAPFUND being in a highly political ecosystem, experienced a challenging environment
especially being an election year, this led to high numbers of withdrawals from the scheme
and changes of office bearers which means relationships would need to be rebuilt with the
new stakeholders.

 The investments were affected by fluctuation in value of equities due to slow market and
pulling out of foreign investors as a result of prolonged electioneering period and high
inflation rates.

e There is an opportunity to improve Customer and Stakeholder satisfaction by aggregating
the feedback and designing improvements in service delivery.

* The high cost of living affected the saving power of members especially from the alternative
markets and AMAL window.

 Late disbursement of funds from the exchequer to counties led to delayed payment of
contributions.

e Late disbursement of funds from the exchequer to counties led to delayed payment of
contributions.

e A Court order barring implementation of the revised rent charges in Mariakani housing
led to lower than anticipated income from properties.
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8. Corporate Governance Statement

The Board is charged with ensuring that LAPFUND is managed in a sound manner and delivers members
value within an environment of good corporate governance. It’s in this view that the Board considers
corporate governance as a key to good performance of LAPFUND.

The Board continually reviews 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.

The Board of Directors

The Board comprises 11 (eleven) non-executive members and a secretary who is also the Chief Executive
Officer of LAPFUND. The Board members were appointed on 6th March 2023 via gazette Notice No.
2871. The Chairperson was appointed on 29th June 2023 vied Kenya Gazette Notice No. 8472.

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

The Board is required to meet at least four times in every financial year to discuss the overall performance
of LAPFUND. All full board meetings are convened by the Secretary to the Board upon instructions from
the Chairman or upon the requisition of at least five members of the Board. All decisions are passed by a
majority of present members voting with the Chairperson having the decisive vote in the event of a tie.

In order to monitor performance, LAPFUND Board enters into a Performance Contract every financial
year with the government to evaluate its Performance against set targets. The boards members individual
performance is also evaluated by the State Corporations Advisory Committee

The Committees of the Board

Section 9 of the State Corporations Act (CAP 446) allows the Board of Directors of LAPFUND to establish
a number of Board Committees consisting of Board members to deal with specific issues as the Board
deems fit. The Board MUST also give notice to the State Corporations Advisory Committee of such
committee. The purpose of these working committees is to handle comprehensively technical issues
before presentation to the Board for approval. The following committees have been established:

a) Finance and Assets Committee

The purpose of the Finance and Assets Committee is to determine and advise on all matters relating
to finance and assets. The Finance and Assets Committee is constituted by the Board and the
responsibilities are summarized as follows:

i.  Review of LAPFUND’s quarterly financial reports and other matters related to its continued
solvency.
ii.  Advise the Board on all aspects of financial responsibility including financial risks, policies,
controls and strategies; and review these periodically.
iii.  Recommending policies that maintain and improve the financial health and integrity of the
organization.
iv.  Reviewing and recommending a long-range financial plan for the organization.
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v.  Reviewing and recommending an annual operating budget and annual capital budget
consistent with the long-range financial plan and financial policies.

vi.  Reviewing the financial aspects of major proposed transactions, new programs and services,
as well as proposals to discontinue programs or services, and making action
recommendations to the board.

vii.  Reviewing and recommending unbudgeted capital and operating expenditures.

viii.  Monitoring the financial performance of LAPFUND as whole and business lines against
approved budgets, long-term trends, and industry benchmarks.

ix.  Review quarterly and annual performance contract reports from management

X.  Requiring and monitoring corrective actions to bring the organization into compliance with
its budget and other financial targets.

xi.  Review the annual financial statements of LAPFUND and recommend them to the Board for
approval.

xii.  Review financial policies and procedures of LAPFUND periodically and align the same to the
requirements of the Public Finance Management Act 2012 and the Regulations thereon from
time to time.

xiii.  Oversee the maintenance of organization wide assets, including prudent management of
organizational investments.
xiv.  Considering significant asset acquisition and disposal and making recommendations to the
Board as appropriate.
xv.  Reviewing and monitoring the management and utilization of buildings and grounds
xvi.  Monitoring program status against contractual arrangements.
xvil.  Reviewing and monitoring capital projects and works program of LAPFUND.
Xviil.  Monitoring insurance arrangements for LAPFUND assets.
Xix.  Periodically reviewing the arrangements for insurance.

b) Strategy and Investment Committee

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

1.

iii.
1v.

Vi.
vil.

viil.

iX.

Develop the Investment policy document.

Review the strategic asset allocation targets for the prudent investment of members
contributions and investment incomes.

Conduct quarterly review of LAPFUND's investment structure and the asset allocations
Review Investment performance against set performance benchmarks spelt out in the
Investment Policy and market performance

Receive report on selection of Custodial and Investment Management services in line with
the Retirement Benefits Act, 1997.

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

Monitoring the performance of investment pools including the performance against
benchmarks relative to marked performance.

Receiving regular reports on changes in the management of investment portfolios.

Review quarterly reports on membership, contributions received and due, and present to the
Board for adoption before submission to RBA.
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¢) Human Resources and Governance Committee

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

Terms of Reference

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

ii.

1il.

1v.

Vii.

Viii.

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

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

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

Evaluating and determining compensation for the Chief Executive Officer

Such other related initiatives as may be necessary or desirable to enhance human resource
performance

Review and recommend for approval employee benefit plans, including medical/dental, life
and disability benefits.

Submit to the Full Board for ratification, confirmation and approval, all such matters as the
Committee may deem appropriate.

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

d) Audit Committee

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

ii.

iii.

1v.

Vi.

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

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

Provide additional assurance regarding the quality and reliability of both the financial and
operating information;

Take special interest in audit matters and therefore pay special attention to the work plans
and activities of the internal audit function;

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

Influence the organizational status of internal audit unit and foster an independent climate
for its operation.
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vii.  Evaluate the adequacy and effectiveness of the management reporting and control systems
used to monitor adherence to policies and guidelines and limits approved by the Board for
management of risks;

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

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

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

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

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

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

Board Induction and Training

The training programme was executed, which allowed the Board Members to be trained on their roles in
assessing and managing risks that LAPFUND might be exposed to. The course also equipped them with
risk assessment and management skills which consequently have helped oversee the good operation and
performance of LAPFUND.

Attendance in the Board and Committee meetings

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

Finance & Husun

Name of Board Member Asset
Committee

Strategy &

Number of Scheduled meetings
Hon. Johnson Osoi

Hon. Beatrice P.C Kones

Mr. Samwel Kariuki Maina
Ms. Ruth Charity Wanyonyi
Hon. Roba Duba

Mr. Robley Otieno Ngoje

Mr. Patrick Muchoki

Ms. Christine Kibet

Ms. Barbara Kawira Japan
Seth Sindani Ambusini Panyako
Ms. Jane Wambugu
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9. Management Discussion and Analysis

a. Operational and Financial Performance

Operations

LAPFUNDs operations were affected by the prolonged electioneering period. Some of the planned
activities were postponed to a more opportune period economically. We remain positive that the
future is brighter as we continue to implement, review and monitor the strategic plan for
2019/2020~ 2023/2024.

Financial Performance
We continued to record improved financial performance results in the past five years.

i. Contributions
Over the past years, we continued to record increase in contributions. This we achieved

through increased member sensitization and education on the importance of saving for
retirement. This helped to increase our membership.

Kshsin M Members Contributions

8

FY19/20 FY20/21 FY21/22 FY22/23

ii. Investment

We continue to diversify our investments to cushion members contributions against volatile
economy

Government
Securities
189%

Deposits
4%

Corporate Bonds
UnquotedEquities W 0%
0% Quoted Equities
7%
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ili. Fund Value

The fund value continues to pose an increase as per the graph below.

FY19/20 FY20/21 FY21/22 FY22/23

b. Key Projects and Investments

1. Makasembo Estate

We are happy to inform our stakeholders that the mixed-use housing development in Kisumu
County that kicked off in May 2022 that is to be done in IIl phases, is currently 20% complete
for Phase 1. The development is aimed at achieving the National Government agenda
provision of affordable housing. Once completed, the estate will have 1,870 units comprising
of 570 Low~Cost Units and 1,300 Premium Units. Makasembo Estate has been designed to
have modern amenities i.e. Landscaped gardens/communal activity areas/play areas, pre-
school, ample parking, solar powered, borehole and high-speed lifts.
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2. Bellevue Park Residences

C.

d.

ii.

This is another major milestone that the Fund achieved during the financial year. This is one
of the projects that feasibility study had been done and development is underway. The site
was handed over to the contractor in February for mobilization and ground breaking held in
May 2023 officiated by his excellency the president of Kenya. The project will be
implemented in II phases, Phase I is 5% complete. The estate is envisaged to have a studio, 1
bedroom,2 bedroom and 3, bedroom units. The following support amenities will be available
kindergarten, recreational garden, shopping arcade, swimming pool, ample parking and
Borehole water supply.

Pictures of Bellevue Park Residences once completed
Compliance with Statutory Requirements

LAPFUND has continually complied with all identified relevant laws and regulations, and the
Board has continued to implement the outstanding remedial actions on all identified areas.

Major Risks Facing LAPFUND
We achieved a lot during the year however this has also exposed us to a number of risks. We
have been doing and continue to do our best to mitigate the identified risks as follows;

The enactment of the County Governments Retirement Scheme Bill of 2018 into Law
(CGRS Act 2019) hinders our legality. its implementation was stopped through court stay
orders. LAPFUND has kept up on engaging the stakeholders involved in an effort to lift
the stay orders so that the same can be implemented without further delay.

Governance & Strategy Risks - these risks may hinder the Fund’s ability to achieve its
strategic objectives and eventually its ability to continue operating in the long run. These
risks impact the Members and Stakeholders directly if not well managed.
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lii.  Financing & Investment Risks -~ these risks involve the Fund’s ability to harness resources
to run its operations as well as the impact of market instability on the Fund’s investments.

iv.  Operational & Infrastructure Risks — these risks relate to the effectiveness and efficiency
of LAPFUND’s operations. The Funds’ operational effectiveness and efficiency is a three-
faceted approach of people, processes, and technology. A failure in any of these could
lead to serious risk of the ability to achieve our strategic objectives.

v.  Compliance & Regulatory Risks ~ these risks relate to possible non-adherence to laws and
regulations which LAPFUND is subject to. We are regulated by the Retirement Benefits
Authority (RBA) among other regulators and we have made an effort to ensure we comply
with all statutory and regulatory requirements.

vi.  Significant arrears in statutory and other financial obligations. The outstanding debts
from both the Sponsors continues to grow. The growth is as a result of delayed
remittances and accrued interest thereupon by several sponsors. This causes liquidity and
investment risks to LAPFUND and if not resolved, may affect LAPFUND’s ability to meet
its responsibility and the mission to refunds members promptly. The Board of Directors
together continue to seek a permanent solution to this matter with the relevant
Stakeholders.

e. Review of the Economy and the Pension Sector

Kenya’s retirement benefits industry is composed of the National Social Security Fund (NSSF),
The Public Service Superannuation Scheme, occupational retirement benefits schemes and
individual pension schemes; whose legal structures are either through an Act of Parliament
or a Trust Deed. These schemes are regulated by the Retirements Benefits Authority Act and
the Pensions Act. Their models vary in terms of membership, funding, sector (formal or
informal) and structure.

The pension sector continues to be the major economy driver world over. It is worth noting
that most Kenyans have not embraced the savings culture. This is partially due to lack of
knowledge on importance of saving for retirement and partially due to inability for most
Kenyans to have extra income to save. In order to aid in bridging the gap, LAPFUND has
developed an avenue for members to save, especially those in informal sector. Benefits paid
to a retiring member can be invested or used as capital for starting a business during old age.
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10. Environmental and Sustainability Reporting

LAPFUND exists to change lives. This is our purpose; the driving force behind everything we do. It’s
what guides us to deliver our strategy, which is founded on four pillars: putting the customer/Citizen
first, delivering relevant goods and services, and improving operational excellence. Below is a brief
highlight of our achievements in each pillar

a. Environmental performance

Purpose

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

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

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

1. Use Reusable Bags. Plastic grocery-type bags that get thrown out end up in landfills or in
other parts of the environment. The company gives out reusable bags often
ii. LAPFUND discourages Printing as much as possible.
iii. Recycle. Employees are advised to use a Reusable Beverage Containers.
iv. Employees are encouraged to save Electricity and water as much as possible. There are
notes next to switches to remind staff to turn off lights when not in use.

The following are the environmental Principles

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

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

iii. We Strive to better understand both the direct and indirect impact that our practices may
have on the environment.

iv. We Promote environmental awareness throughout all operations of the company.

v. We Provide training/newsletters/posters to staff on implementing sustainable policies.

vi. We dispose waste thoughtfully, and develop an attitude of "reducing, recycling and reusing."

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

viii. We Work with our entire supply chain in order to gain mutual benefits of incorporating
environmentally sustainable goals into everyday business.

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

We have an E-Waste Policy since LAPFUND utilises a wide range of electronic products which

results in e-waste. In addition, LAPFUND being one of the leading institutions in Retirement

Benefits Administration in Kenya stands with the Government in seeking to mitigate against

environmental concerns as articulated in the National Environmental Policy.
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The following are the guiding principles of the e-waste policy:

i. Environmental Conservation.
The Organization endeavours to ensure environmental conservation and protection from the
effects of e-waste.

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

iii. Public awareness.
The Organization acknowledges the importance of an informed society in the sustainable
management of e-waste.

The success of implementing E-Waste policy is that all electronic wastes are disposed in guidance
of the policy. This has greatly reduced environmental impact of the organization’s products like
computers.

b. Employee welfare

LAPFUND is guided by the Human Resources Procedure Manual and Policy Number on
Recruitment and Selection Policy in all its hiring process which states that, Recruiting and
selecting the right people is of paramount importance to the continued success of LAPFUND. This
Recruitment and Selection Policy sets out how to ensure, as far as possible, that the best people
are recruited on merit and that the recruitment process is free from bias and discrimination in
accordance with the values and principles of Public Service as enshrined in the Constitution.

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

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

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

Training Needs are identified by both staff and supervisors. LAPFUND facilitates staff to attend in

house and External Trainings and workshops all year round. This process is spearheaded by the
Training Committee which comprises of all Heads of Departments.
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Performance Management

Performance Management Policy guides the performance management system to implement the
staff appraisal and progression. LAPFUND uses the Balance Scorecard and the Performance
Contracting Targets to appraise staff and evaluate the performance of both individual and the
organization

Measures Put in Place fo Enhance Health & Safety at The Workplace

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

LAPFUND, has taken the following measures to ensure health and safety at the workplace:

i. Appointment of a vibrant Health and Safety Committee whose core mandate is to ensure
compliance to all OSHA guidelines
ii. Registration of LAPFUND offices~All LAPFUND office are registered with the Directorate of
Occupational Safety & Health (DOSH)
iii. Annual Health and Safety Audits conducted in all LAPFUND offices
iv.  Participation and Involvement of staff in Health and Safety matters through continuous
awareness and sensitization activities
v. Conducting annual work environment surveys
vi. Engagement of a cleaning company to ensure clean working environment
vii.  Fire Audits and Servicing of fire equipment
viii.  Provision of sanitary utilities
ix. Prompt repair of fixtures, equipment and furniture

c. Market place practices

LAPFUND’s efforts in ensuring respousible competition practice.
Responsible Competitiveness means markets where businesses are systematically and
comprehensively rewarded for more responsible practices, and penalized for the converse

Responsible Competition enhances productivity by shaping business strategies and practices and
the context in which they operate, to take explicit account of their social, economic, and
environmental impacts.

LAPFUND operates in a competitive environment with direct and indirect competitors. The
organization therefore has an established marketing and communication department who deal
with sales of the product and services offered. While carrying out these activities, LAPFUND
ensures that all staff and especially those charged with the function of marketing lives one of the
core values of being professional in all the undertakings.

LAPFUND practices responsible marketing by delivering value proposition to members. Members
are sensitized on the benefit they derive from our product offering in terms of convenience, easy
access to information, quick turnaround time on payment process and other riders that benefit
members. LAPFUND views competition as an opportunity to improve on areas that does not have
a competitive advantage over such as product development and customer service.
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In responding to member’s queries, and dealings with other stakeholder, LAPFUND adheres to
ethical practices, code of conduct, healthy dialogue and ensure that we deliver on the promises
made in the service charter. LAPFUND endeavours to be proactive rather than reactive.

Responsible Supply Chain and Suppliers relations

We do the following in Supply Chain Unit to maintain good business practises and treating
suppliers responsibly.

o We ensure that the bid process is open, free and fair

o The procurement process is available to the public

o We adhere to PPDA Act 2015 and Regulations 2020

o All suppliers are paid within 30 days.

Responsible marketing and advertisement-outline efforts fo maintain ethical marketing practice.
LAPFUND is actively present in the market place through marketing teams, social media, print &
TV and outdoor advertisement through billboards. These activities are aimed at creating a strong
brand proposition in the market. Strong brand equity creates customer loyalty that ensures
business sustainability in a competitive environment. LAPFUND promises quality and timely
service delivery by adhering to the quality statement and resolve service charter that is always
available to the public in all

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

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

d. Community Engagements

Corporate social responsibility forms part of important activities of LAPFUND. The Fund ensures
that all its operations are undertaken in a socially and environmentally responsible manner. The
Fund has extended its hand to different needy groups and impacted positively on society and its
environment. The involvement in social responsibilities enhances our values and improves the
image to the public. The guiding principle for CSR activities is based on their sustainability and
the impact they have on the scheme and society.

The Corporate Social Responsibility Committee prepared a work plan of all activities for the
period ending 30 June 2023. The guiding principle for CSR activities is based on their
sustainability and the impact they have on the scheme and society.

During the period under review, LAPFUND focused on the following areas;

LAPFUND carried out an activity under the key focus to promote accessible education to children,
people living with disabilities and sensitization of youth through sponsorships in partnership
with the County Government of Bungoma and Trans Nzoia. The organization in conjunction with
Trans Nzoia Youth Network organized a programme to carry out Menstrual Health Management
Programme in Mt. Elgon Sub County in Bungoma County and Saboti Sub County in Trans Nzoia
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County. Schools in the Counties were provided with sanitary towels for the young girls. The
programme included sensitizing the participants on the effects of HIV/AIDS and early

pregnancies at a cost of Kes 2,500,000.00

LAPFUND carried out an activity with key focus to promote the government agenda on
supporting the drought relief campaign by donating food stuff to Kajiado County Government

worth ksh.1,800,000 to help aide in the drought relief within the County.

OFFICE OF THE GOVERNOR
COUNTY GOVERNMENT OF KAJIADD
HEADQUARTERS
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County Government of Kajiado Governor Flagging of Food relieve Exercise

LAPFUND also participated in the Chemususu Dam Half Marathon with the aim of conserving
the environment and fighting climate change. The Marathon took place in Eldama Ravine led by
Member of Parliament Eldama Ravine, Hon. Musa Sirma, thereafter LAPFUND participated in the
tree planting exercise with aim of conserving the environment and further supported the tree
planting initiative with the sponsorship of Kes. 1,500,000 to Chemususu Dam. We also
participated in the 7th Edition of the Kaptagat Forest Annual tree planting event, which was held
at Kessup Forest Block, Elgeyo Marakwet. The Tree planting exercise was graced by the president
of the Republic of Kenya, H.E. Dr. William Samoei Ruto, C.G.H. The event was coordinated by
National Environment Trust Fund (NETFUND). LAPFUND sponsored the activity with 4,500
indigenous tree seedlings at a cost of Kshs. 225,000.
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LAPFUND Staff and other Participants at the 7th Edition of the Kaptagat Forest Annual tree
planting event
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LAPFUND Ag. Chief Executive Officer and Staff planting a tree at the 7th Edition of the
Kaptagat Forest Annual tree planting event
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Report of the Directors

The Directors submit their report together with the audited financial statements for the year ended June
30, 2023 which show the state of LAPFUND’s affairs.

Principal activities

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

Results

The results for the year ended June 30, 2023 are set out on page 1 to 29

Directors

The Board of Directors were appointed on 6th March 2023 via gazette Notice No. 2871. The Chairperson
was appointed on 29th June 2023 vied Kenya Gazette Notice No. 8472.

Dividends/Surplus Remission

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

Auditors

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

By Order of the Board

k-

Bernard Mbogoh
Secretary to the Board and Chief Executive Officer
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11. Statement of Directors Responsibilities

Section 81 of the Public Finance Management Act, 2012 and section 14 of the State Corporations Act;
require the Directors to prepare financial statements, which give a true and fair view of the state of affairs
at the end of the financial year and the operating results that year. The Directors are also required to
ensure that LAPFUND keeps proper accounting records which discloses with reasonable accuracy the
financial position. The Directors are also responsible for safeguarding the assets.

The Directors are responsible for the preparation and presentation of the financial statements, which give
a true and fair view of the state of affairs for and as at the end of the financial year ended on June 30,
2023. This responsibility includes: (i) maintaining adequate financial management arrangements and
ensuring that these continue to be effective throughout the reporting period; (ii) maintaining proper
accounting records, which disclose with reasonable accuracy at any time the financial position of the
entity; (iii) designing, implementing and maintaining internal controls relevant to the preparation and
fair presentation of the financial statements, and ensuring that they are free from material misstatements,
whether due to error or fraud; (iv) safeguarding the assets; (v) selecting and applying appropriate
accounting policies; and (vi) making 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 and estimates, in
conformity with International Public Sector Accounting Standards (IPSAS), and in the manner required by
the PFM Act and the State Corporations Act. The Directors are of the opinion that the financial statements
give a true and fair view of the transactions during the financial year ended June 30, 2023, and of the
financial position as at that date. The Directors further confirm the completeness of the accounting records
maintained, which have been relied upon in the preparation of the financial statements as well as the
adequacy of the systems of internal financial control.

Approval of the financial statements

\
The entity’s financial statements were approved by the Board on { 9\!\ oT ?&CQ_% 2023 and signed on
its behalf by:

Name: Johnson P. Osoi Name: Bernard Mbogo.
Chairperson of the Board Accounting Officer
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REPUBLIC OF KENYA
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Monrovia Street

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI

Website: www.oagkenya.go.ke

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON LOCAL AUTHORITIES PROVIDENT
FUND FOR THE YEAR ENDED 30 JUNE, 2023

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Opinion

| have audited the accompanying financial statements of Local Authorities Provident
Fund set out on pages 1 to 29, which comprise of the statement of financial position as
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at 30 June, 2023, and the statement of financial performance, statement of charges in
net assets, statement of cash flows and the statement of comparison of budget and
actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article
229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have
obtained all the information and explanations which to the best of my knowledge and
belief, were necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects, the
financial position of the Local Authorities Provident Fund as at 30 June, 2023, and of its
financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Accrual Basis) and comply with, the
Local Authorities Provident Fund Act, 1960 and the Public Finance Management Act,
2012.

Basis for Opinion

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

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
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. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my conclusion.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described in the basis for conclusion on
effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, nothing has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

Basis for Conclusion

Weaknesses in Collection of Long-Term Receivables from Exchange
Transactions

The statement of financial position and Note 18 to the financial statements reflects a
balance of Kshs.19,282,219,000 in respect of long-term receivables from exchange
transactions after deducting cumulative impairment allowance of Kshs.29,463,051,000
and transferring a balance of Kshs.1,126,019,000 to current receivables. Non-current
receivables increased by Kshs.6,275,034,000, from Kshs.43,596,255,000 to
Kshs.49,871,289, due to penalties charged on outstanding debts. As previously
reported, Management has not aggressively pursued the collection of the receivables
to minimize levies on outstanding contributions which represent a significant portion of
long-term receivables from exchange transactions.

In the circumstances, existence of an effective mechanism to ensure full and efficient
collection of the long-term receivables could not be confirmed.

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

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards
(Accrual Basis) and for maintaining effective internal control as Management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error and for its assessment of the
effectiveness of internal control, risk management and overall governance.

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

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

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

Auditor-General’s Responsibilities for the Audit

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

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied
in an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems
in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and
submit the audit report in compliance with Article 229(7) of the Constitution. My
consideration of the internal control would not necessarily disclose all matters in the
internal control that might be material weaknesses under the ISSAIls. A material
weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial

Report of the Auditor-General on Local Authorities Provident Fund for the year ended 30 June, 2023
4



statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.

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

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

o Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks and obtain audit evidence that is sufficient and appropriate to provide a
basis for 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.

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

e Conclude on the appropriateness of the Management’s use of the applicable basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Fund’s ability to continue to sustain its services. If | conclude that a material
uncertainty exists, | 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 to sustain its services.

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

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

e Perform such other procedures as | 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.

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

‘\c:_ N\ J
FCPA -1".' ~

AUDITOR- GENERAL

Nairobi

22 January, 2024
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Local Authorities Provident Fund (LAPFUND) LA e
Annual Reports and Financial Statements
For the year ended June 30, 2023

13. Statement of Financial Performance for the Year ended 30t June 2023

Notes  2022/2023 2021/2022

Kshs'000' Kshs'000'
Revenue from non-exchange transactions
Revenue attributable to members , 6 13,685,752 11,502,124
Revenue from exchange transactions t
Finance income - external investments 7 1,226,322 1,691,549
Other income 8 14,919 11,287
Total Revenue . 14,926,993 13,204,959
Expenses
Employee costs 10 487,171 405,449
Remuneration of Board members 11 34,714 32,138
Contracted services ' 12 43,665 31,994
Expenses on operations relating to Core Mandate 13 516,037 342,419
Administrative Expenses 14 210,349 193,933
Repairs and maintenance 15 8.479 6,381
Total expenses 3 1,300,415 1,012,315
; Depreciation, amortization and provision costs 16 8,366,683 6,351,566
Total depreciation, amortization and provision costs 8,366,683 6,351,566
Unrealized gain on fair value of investments 9 (632,378 (1,543,290)
Total other gains/ (loses) (632.378) (1,543,290)
Administrative recharges 19 1,300,415 1,012,315
Surplus 5,927,932 5,310,103

The notes set out on pages 8 to 29 form an integral part of the Financial Statements.
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Local Authorities Provident Fund (LAPFUND)
Annual Reports and Financial Statements
For the year ended June 30, 2023

LAPFU

Secured Retirement

14. Statement of Financial Position as at 30t June 2023

Assets

Current assets

Cash and cash equivalents

Receivables from exchange transactions
Receivables from non-exchange transactions
Current Investments

Non-current assets

Motor Vehicles, Plant & Equipment

Intangible assets

Non-current investments

Long term receivables from non-~-exchange transactions
Long term receivables from exchange transactions

Total assets
Liabilities
Current Liabilities

Trade and other payables from exchange transactions
Total Liabilities

Net Assets

Reserves
Accumulated surplus

Total Net Assets and Liabilities

Notes

17
18
19
23

20
21
23
19
18

22

2022/2023 2021/2022

Ks