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Postal Corporation of Kenya
Staff Retirement Benefits Scheme
Report of the Trustees

For the year ended 30 June 2018

The Trustees prasent their report together with the audited financial statements for the year ended 30 June 2016,

1 Establishment, nature and status of the scheme

The scheme was established under an irrevocable trust, and is governad by a Trust Deed dated 1 January

2010 and as subsequently amended with deeds of addendum.

It is a defined contribution scheme and provides, under the rules of the scheme, retirement benefits for the staff

of Postal Carporation of Kenya and relief for dependants of deceased members,

The founder and the members contribute to the scheme at the rate of 19.50% (founder - 12.00%, members -

7.50%) of the members pensionable emoluments,

2 Registration

The scheme is registered under the Retirement Benefits Act (Scheme reference number 01268 and cerlificate

number 01835). The Scheme is an exempt approved plan under the Income Tax Act.

3  Membership 2018
Contributing members 2,752
Deferred members 338
Dormant members S0

3,140
———

(a) Contributing members

At start of year 2,897
Add: Joiners 83
Less: Leavers (332)
Adjustments 104
At end of year _2752

(b} Deferred members

Al start of year 285
Add: Members whose benefits were deferred 17
Less: Leavers (11)
Adjustment 37
At end of year 338

2018

2,897
295

—
3273

3,156
58
(317)

2,897

268
33
(5)
— )

265

Deferred members comprise of those members who have left employment service of the founder and

have left all or part of their benefit within the schema.

{c) Darmant members

At start of year a1
Add: Additional dormant members in the year -
Less: Dormant members paid in the year (31)
At end of year 50

— (15
81



Postal Corporation of Kenya

Staff Retirement Benefits Scheme
Report of the Trustees (Continued)
For the year ended 30 June 2019

4  Financial review
The statement of changas in net aseats available for benefits on page 7 shows an increase in the net assets of
the scheme for the year of Kshs. 188 448,709 (2018: an increase of Kshs. 733,509, 131) and the staterment of
net assets available for benafits on page 8 shows the scheme's net assets as Kshs. 3.066,329,570 (2018;
Kshs, 2,877 880,861),
6 Investment of funds
Under the terms of their appointment, African Alliance Kenya Investment Bark Limited and Stanlib Kenya
Limited are responsible for the investment of funds. The overall responsibility for investment and performance
lies with the Trusteas,
The full investment allocation as at the end of the year was as follows:
Amount Portfolio RBA limit
Kshs percentage percenitage
Offshore investments 5,689 188 0.34% 15.00%
Cash balances 39,837 B22 2.37T% 5.00%
Fixed and call deposits 75,176,214 4.48% 30.00%
Corporate bonds 102,002 087 6.06% 30.00%
Local and regional quoted squities 386,223,705 23.01% 70.00%
Kenya government securities 1,089.721,125 63.72% 80.00%
1,678,660.141
6 Corporate governance policies
The trustees are in the process of farmulating and setting up the policies and procedures on good corporate
governance.
7 Auditor

The scheme's auditor, Mazars who were appointed during the year have indicated their willingness to continue
in office in accordance with the terms and condilions of the engagement,

For the Trustees

m [ 2% coplomibe 2018

Trust secretary




Postal Corporation of Kenya

Staff Retiremant Benefits Scheme
Statement of Trustees’ responsibilities
For the year ended 30 June 2019

The Retirement Benefits (Occupational Retirement Benefit Schemes) Regulations, 2000 requires the Trustees to
prepare financial statements in @ prescribed form for each financial year, They also require the Trustees to enzure
that the scheme keeps proper accounting records of its income, expenditure, liabilities and assets, and that
contributions are remitted to the custodian in accordance with the rules of the scheme They are also responsible for
designing, implementing, and maintaining internal controls relevant fo the preparation and fair presentation of the
financial statements that are free of material misstatements whethar due to fraud or error, selecting and applying
appropriate accounting policies and making reasonable estimates that are eppropriate in the circumstances. The
Trustees are also responsible for safaguarding the assets of the scheme.

The Trustees accept responsibility for the audited annual financial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgments and estimates, in conformity with
International Financial Reporting Standards and the Retirarmant Benefits (Occupational Retirement Benefit Scheme)
Regulations, 2000,

The Trustess are of the opinion that the financial statements give a true and fair view of the financial transactions of
the scheme and of the disposition of its assets and liabilities, other than liabilities to pay pensions and benefits falling
due after the end of the year. The Trustees further accept responsibliity for the maintenance of accounting records
which may be relied upon in the preparation of financial statements, as well as for safeguarding the assets of the
scheme and hence Tor taking reasonable steps for the prevention and detection of fraud and other iregularities,

The Trustees certify that fo the best of their knowledge and belief the information furnished to the auditors far the
purpose of the audit was correct and complele in every respect.

Nothing has come to the attention of the Trustess to indicate that the scheme will not remain a going concern for at
least the next twelve months from the date of this statement,

h . |
Approved by the Board of Trustees on ;f ¢ S'?I) f’E""LW 2019 and signed on its behalf by:-

‘SME M Nfb @Vta @C’&J!Hu ]

Trustee name Sign
StinoN W G be g %
Trustee name Sign
(R ps  Pnidee P
Trustee name ’ Sign
Trustee name Sign



Bl vazars

Report of the Independent Auditor

To the members of Postal Corporation of Kenya Staff Retirement Benefits Scheme
For the year ended 30 June 2019

Opinion

We have audited tha acsompanying financial statements of Postal Corporation of Kenya Staff Retirament Benefits
Scheme set out on pages 7 to 25, which comprise the staternent of net assets available for benefits as at 30 June
201€, the statements of changes in net assets available for benefits and statament of cash flows for the year then
ended, and notes, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the state of financial transactions
of the scheme during the year ended 30 June 2019 and of the disposition at that date of its assets and liabilities in
accordance with the International Financial Reporting Standards and the Retirement Benefits (Occupaticnal
Retirement Benefit Schemes) Regulations, 2000.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our reporl. We are independent of the scheme in accordance with the Internationsl Ethics Standards
Board for Accountants' Code of Ethics for Professional Accountants (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in Kenya, and we have fulfilled our ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provice a basis for our opinion.

Emphasis of matter

Without qualifying our opinion, we draw your attention to note 14 of these financial statements ghowing that the
Scheme has contributions receivable from the sponsor amounting to Kshs. 848,238,992 (2018: Kshs, 654,417 .504)
and interest on unremitted contributions of Kshs. 584,952 379 (2018: Kshs. 533,567 880) These conditions raise
substantial doubt about the Scheme's ability to continue paying future benefits to members as when they fall due
unless the sponsor commits to remit all outstanding contributions and the interest levied on there on.

Trustees' responsibility for the financial statements

The Trustees are responsible for the preparation and fair presentation of the financial statements that give a true
and fair view in accordance with International Financial Reporting Standards and the requirements of the Retirement
Benefits (Occupational Retirement Benefit Schemes) Regulations, 2000, and for such internal control as the
Trustees determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or emor.

In preparing the financial statements, the Trustees are responsible for assessing the scheme'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 Trustees eithar intend to liquidate the scheme or to cease operations, or have no realistic
alternative but to do so.



BEEvArzars

Report of the Independent Auditor

To the members of Postal Corporation of Kenya Staff Retirement Benefits Scheme (Continued)
For the year ended 30 June 2019

Auditor's responsibilities for the audit of the financial statements

Our objectives are lo oblain reasonable assurance about whether the financial statements as a whola are free from
material misstatement, whether due to fraud or errer, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered matenal 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 ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We 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 & basis for our 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, fergery, intentional omissions,
misrepresentations or the override of internal control,

- obtain an understanding of Internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
campany’s internal contral,

- evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures mads by management.

- conclude on the appropriateness of management's use of the going concem 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 scheme's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to medify cur opinion. Our conclusions are based on
the audit evidence obtained up to the date of the auditor's report. However, fulure events or conditions may
cause the scheme to cease to continue as a going concarn.

- 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,

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

The engagemeni partner responsible for the audit resulting in this independent auditor's report is CPA Alphonse
Karungu - Practising Certificate number 856.

MAZARS
Certified Public Accountants (K)
Nairchi. 2019




Postal Corporation of Kenya
Staff Retirement Benefits Scheme

Statement of changes in net assets available for benefits

For the year ended 30 June 2018

Contributions and benefits

Confributicns receivable
Transfers in

Less: Payments to and on account of leavers
Net sumplus from dealings with members
Return on investments

Investment income

Change in fair value of investments
Less: Investment management expenses

Met return on investments

Add: Interest on overdue contributions
Less: Administrative expenses

Less: Staff costs

Less: Tax expense

Increase in net assets for tha year

Net assets available for banefits at start of the year

Net assets available for berefits at end of the year

Note

02 0a -~

10
11

12

12

2019
Kshs

200,642,986
73,912

200,716,898

(148,845 834)

51.771,064

148 2397 857
(17,171.819)
(5,632,484)

127,083,554

91,384,398
(33,332,406)
(8,197 648)

(270,253}

2018
Kshs

210,011,640
10,673,145

188,448,709

2. 877,880,861
3,066 ,329,570

220,684,785

123,226,035

97,458,750

154,658 0438
40,317,609

5,824,602

185,451,085

492 971 B&2

(36,607 646)
(7,713,583)

(2,051,297)

733,509,131

2,877,880,861




Postal Gorporation of Kenya

Staff Retirement Benefits Scheme

Statament of net assets available for benefits
As at 30 June 2019

Note
Non-current assets
Investments 13
Current assets
Receivables 14
Cash and cash equivalents 15
Tax recoverable 12
Current liabilities
Unpaid benefits and other payables 16
Tax payable 12
Nel current assets
Total net assets available for benefils
Financed by
Members' balances ™

2014
Kshs

1,638,822 319

1,433,342 228
38,837 822

2,049 748

1,475,229 808

47,722,557

47,722 557

1,427,507,251

3,066,329.570
-_—

3,068 329,570

2018
Kshs

1,704,872,893

1,191,080,468
22 089 584

1,213,150,052

38,454,787

1,787,297
40,242 084

1,172,907,968

2,877,880,861

2,877,880,861

L ol
The financial stalements on pages 7 to 25 were approved by the Trustees on [ < o 30 pormbes 2019

i

and signed on their behalf by:

CALIM  NAEMD

Trustee name

Simon WL SACHR

Trustee name

Gémﬁz; drtasE

Trustee name

Trustee name

Sign

24,

Sign

?‘VG\,A%

Sign

Sign



Postal Corporation of Kenya

Staff Retirement Benefits Scheme
Statement of cash flows

For the year ended 30 June 2019

Cash flows from operating activities

Contributions received
Transfers in

Benefits paid

Adm|nistrative expenses paid
Tax paid

Net cash used in operating activities
Gash flows used in investing activities

Investment income received
Investment management expenses paid
Purchase of quoted equities
Purchase of treasury bonds
Purchase cf treasury bills
Fravision far impairment
Purchase of offshore investments
Sale of guoted equities

Sale of treasury bonds

Sale of treasury bills

Sale of comporate bonds

Sale of offshora investments

Net cash generated from investing activities
Decrease in cash and cash equivalents
Cash and cash equivalents at starl of year

Cash and cash equivalents at the end of year
Cash and cash equivalents
Bank balances

Fixed and call deposits maturing within 90 days
Cash and cash equivalents at the end of year

Note

12

13
13
13
13
13
13
13
13
13
13

18

15

2019
Kshs

6,823,498
73912
(142,058,665)
(38,590,672)
(4,107,298)

(178.859,225)

156,655,819
(5.808,832)
(2,566,934)

(194,185,981)

(425.887)
74,045 450
127,945,251

3,575,000
425,887

158,850,773

(19,190,452)

134,213,488

115,014,036

——laaaa

35837 822
75,176,214

2018
Kshs

13,179,432
10,673,145
(123,581,481)
(39,081,661)
(373.219)

(139,183,794,

128,447,086
(6,910,543)
(132,179,127)
(638,413,198)
(5,574,080)
12,000,000

117,738,165
568,148,908
84,000,001
11,780,287

-

139,026,621

(167,173)

134,380,661

134,213,488

22,089,584
112,143 904

115,014 036

134,213 488



Postal Corporation of Kenya
Staff Retirement Benefits Scheme
MNotes to the financial statements
For the year ended 30 June 2019

1

Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these financial stalements are set out below:

a) Basls of preparation

The financial statements are prepared In accordance with and comply with International Financial
Reporting Standards, the Retirement Benefits Act, 1997 as amended, and with the Retirement Benefits

(Qccupational Retirement Benefit Schemes) Regulations, 2000,

The financial statements summarise the transactions of the scheme and deal with the net assets at the
dispesal of the Trustees. They do not take account of obligations to pay pensions and benefits that fall due

after the end of the scheme year.

The financial statements are presented in Kenya Shillings (KShs) and are prepared under the historical

cost convention as modified by the carrying of certain investments at fair value.

Measurement basis

The measurement basis used Is the historical cost basis except where otherwise stated in the accounting

policies summarised below.

For those assels and liabilities measured at fair value, fair value is the price that would be received 1o sall
an assel or paid to transfer a liability in an ordery transaction between market participants at the
measurement date. \When measuring the fair value of an asset or a liabiiity, the company uses market
observable data as far as possible. If the fair value of an asset or a liability is not directly observable, it is
estimated by the scheme using valuation tachniques that maximise the use of relevant observable inputs
and minimise the use of unobservable inputs (e.g. by use of the market comparable approach that reflects
recent fransaclion prices for similar items or discounted cash flow analysis). Inputs used are consistent

with the characteristics of the asset / liability that market parlicipants would take into account,

Fair values are categorised Into three levals in a fair value hierarchy hased on the degree 1o which the
inputs to the measurement are ohservable and the significance of the inputs to the fair value measurement

in its entirety:

+  Leveal 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets

for identical assets or llabilities,

*  Level 2 fair value measurements are those derived from inputs other than quoted prices Included
within Level 1 that are observable for the assel or liability, either directly (i.e. as prices) or Indirectly

(i.e. derived from prices).

Level 3 fair value measurements are those derived from valuation technigues that include inputs for

the asset or iiability that are not based on observable market data (unobservable inputs).

Transfers befween levels of the fair value hierarchy are recognised by the company at the end of the

reperting period during which the change occurred.

10



Postal Corporation of Kenya

Staff Retirement Benefits Scheme

Notes to the financial statements (Contin ued)
For the year ended 30 June 2019

Summary of significant accounting policies {Continued)

b)

c)

d)

a)

h}

New and revised standards

f)  Adoption of new and revised Intsrqabonal Financlal Reporting Standards (IFRSs)

At the date of authorization of these financial statements, various new and revised standards and
interpretations became effective. The adoption of the new and revised siandards where relevant has had
no material effect on the scheme's financial statements.

ii)  New and revised standards and interpretations in issue but not yet effective

Al the date of authorization of these financial statements, various new and revised standards and
interpretations became effective. Where applicable to the scheme, the trustees have azsessed the

potential impact of the new and revised standards and interpretations and expect that they will not have a
significant impact on the scheme's financial statements for the year ended 30 June 2019,

il Early adoplion of standards

The Scheme did not early adopl any new or amended standards in year ende 30 June 2019,
Contributions and benefits

Contributions and benefits payable are recognised in the perlod in which they fall due.
Interest income

Interest income is accrued on a time basis by reference to the principal outstanding and the effeclive
interest rate applicable.

Dividend income

Dividend income from investments is recognised when the Schemes' rights to receive payment have been
established

Foreign currencies

Assets and liabilities denominated in foreign currencies are translaled info Kenya Shillings on rates of
exchange ruling at the end of reporting period. Transactions during the year which are expressed In foreign
currencies are translated at rates ruling at the dates of the transactions. The resulting exchange
differences are deall with in the statement of changes in net assets.

Taxation

The Scheme is a registered pension scheme and is, therefore, exempt from tax on investment income
arising from tax exempt contributions. Investment income from taxable contributions is taxed at the
prevailing corporate tax rates.

Quoted investments
Quoted investments are classified as fair value through profit or loss and are stated at market values as at

30 June 2018.
For financial instruments traded in an organised financial market, fair value is determined by reference to

quoted market prices.

11



Pastal Corporation of Kenya

Staff Retirement Benefits Scheme

Notes to the financial statements (Continued)
For the year ended 30 June 2019

1

Summary of significant aceounting policies (Continued)

i)

b

ki

m}

n)

Government securities

Government securities comprise treasury bills and treasury bonds, which debt securities are issued by the
Government of Kenya.

Treasury bills are classifled as held to maturity and are stated at amortised cost while treasury bonds are
classified as fair value through profit or loss and are stated at fair value,

Corporate bonds
Gorporate bonds are classified as fair value through profit or loss and are stated at fair valus.
Off-shore investments

Dffshore investments are transiated into Kenya Shillings at the exchange rate ruling on 30 June 2018.
These investments are classified as fair value through profit or loss and are stated at market value.,

Commercial papers

Commercial paper is classified as heid to maturity and is stated at face value less unearned discount.

Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents comprise cash and bank
balances, treasury bills maturing within three months from date of acquisition and term deposits.

Financial instruments

Financial assets and fiabilities are recognised when the scheme becomes & party to the contractual
provisions of the instrument.

i}  Receivables

Recelvables are financial assets with fixed or determinable payments and are not quoted In an active
market. After Initial measurement at cost, receivables are subsequently re-measured to amortised cost
using the efiective interest rate method, less allowance for impairment, Amortised cost is calculated by
taking Intu account any discount or premium on acquisition and fees and costs that are an integral part of
the effactive interest rate.

li}  Fimancial assets al falr value through profit ar loss (FVYTPL)

Financial assets at fair value through profit or loss are those which were either acquired for generating a
profit from short-term fluctuations in price or dealer's margin, or are securifies included in 2 portfollo in
which a pattam of shori-term prefit-laking exists. Invesiments classified as fair value through profit or loss
are initially recognised at cost and subsequently re-measured to fair value based on quoted bid prices or
dealsr price quotations, without any deduction for transaction costs. All related realised and unrealised
gains and losses are included in the statement of changes in nel assets. Interest earnad whilst holding
held for trading investments is reported as inlerest income.

12



Fostal Corperation of Kenya
Staff Retirement Benefits Scheme
Notes to the financial statements (Continued)

For the year ended 30 June 2019

Summary of significant accounting policies (Conti nued)
n) Financial instruments (Continued)
i) Held to maturity investment

Held to maturity financial investments are those which carry fixed or determinable payments and have
fixed maturities and which the Scheme has the imention and ability to hold to maturity.

After initial measurement, held to maturity financial investments are subseguently measured at amortised
cost using the effective interest rate method, less any allowances for impairment.

Amortised cost is calculated by taking into account any discount ar premium on acquisition and fees that
are an integral part of the effective interest rate. The amortisation and losses arising from impairment of
such investments are recognised in the statement of changes in net assets.

v Available for sale financial assets

Investment securities Intended to be held for an indefinite pariod of fime, which may be =old in response to
needs for liquidity, or changss in interest rates, exchange rates or equity prices are classified as available
for sale and are Initially recognised at cost. Available for sale investments are subsequently re-measured
to fair value, based on quoted bid prices or ameunt derived from cash flow models. Unrealised gains and
losses arising from changes in the fair value of securities classified as available for sale are recognised in
olher comprehensive income and accumulated in the investmenis revaluation reserve, with the exception
of Impairment losses, interest calculated using effective interest method, and foreign exchange gains and
loss on monetary assets which are recognized in profit or Ioss. When the investment is disposed of or is
determined to be Impaired, the cumulative gain or loss previously accumulated in the investments
revaluation reserve iz reclassified to the statement of changes in net assels.

o) Impairment

Al the end of each reporling perlod, the scheme reviews the carrying amounts of its financial assats o
determine whether there Is any indication that these assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated and an impairment loss is recognised in
the statement of changes in net assets whenever the carrying amount of the asset exceeds its recoverable
amount.

Critical accounting estimates and judgements in applying the accounting policles

In the process of applying the scheme's accounting policies, the frustess have made estimates and
assumptions that affect the reported amounts of assets and liabilities within the next financial year. Fstimates
and Judgements are continually evaluated and are based on historical experienca and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. These are dealt with

Held o maiurity invesiments

The Scheme follows the guidance of IAS 39 on classifying non-derivative financial assets wilh fixed or
determinable payments and fixed maturity as held-to-maturity, This classilication requires significant judgment.
In miaking this judgment, the Schems evaluates its intantion and abllity to hold such investments to maturity, If
the Scheme falls to keep these invesiments to maturity other than for the specific circumstances - for example,
selling an insignificant amount close lo maturiiy - it will be required to reclassify the entire class as available-for-
gale. The investments would therefore be measured at fair value not amortised cost.

13



Postal Corporation of Kenya

Staff Retirement Benefits Scheme

Notes to the financial statements (Contin ued)
For the year ended 30 June 2019

2  Critical accounting estimates and judgements in applying the accounting policies (Continued)
Impaiment losses on financial assets

At the end of each reporting period, the scheme reviews the carrying amounts of its financial assels lo
determine whether there s any indication that these assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated and an impairment loss Is recognised in the
statement of changes in nel assets whenever the carying amount of the asset exceeds fts recoverable amount.

3  Financial risk management objectives and policies

The Scheme generates revenues for the members by investing in varous income generating activities which
involve trading in the stock exchange, trading in govemment and other securities and offshore Investments.
These activities expose the Scheme lo a variety of financlal risks, including credit risk and the effacts of
changes in debt and equity market prices, foreign currency exchange rates and interesi rates, The Scheme's
averall risk management programme focuses on the unpredictability of financial markets and seeks to minimize
potential adverse effects on jts financial performance.

Risk management is carried out by the trustaes together with the investment managers under policies approved
by the trustees. The investment managers review the markst trends and information available to evaluate the
petential exposures. They then arrive at strategies to mitigate against market risks. The frustees provide written
principles for overall risk management, as well as writien policies cavering specific areas such as foreign
exchange risk, inferest rate risk, credit risk, use of derivative and non-derivative financial instruments and
investing excess liquidity. The Scheme also follows guidelines issued by the Retirements Benefits Autharity in
respect of maximum investment in different types of investments.

a] Market risk
i Foreign exchange risk

The scheme operates mainly within Kenya and its assets and liabilities are reported in the Jocal CUrTEncy.
The scheme also invests internationally and is exposed to foreign exchange risk arising from various
currency exposures, primarily with respect to the USD doller. Foreign exchange risk arises from
investment in offshore investments.

The scheme's evaluation of currency risk s low because the funds are held for 2 long term periad and any
currency losses are expected to be recouped through interest income received and which comprises the
value of the fund. The investment manager manages foreign exchange risk by limiting offshors
investments to strategic range of 15% of lotal portfolio.

At 30 June 2018, if the Shilling had weakened [ atrengthened by 5% against the USD dollar with all other
variables held constanl, the increase or decrease respectively in net retums on investments would amount
to approximately Kshs. 284 959 (2018: 284 325).

W Price risk

Tha Scheme is exposed lo equily securities price risk because of investments In quoted shares classified
at fair value through profit and loss. The Scheme is also exposed to the risk that the valua of debt
securities will fluctuate due lo changes in market value. To manage Its price risk ariging from Investments
in equity and debt securities, the Scheme diversifies its porifolio. For equities, the Scheme has invested in
companies in different sectors of the aconomy, while for debt securities; the Scheme has invested In
bonds of varying maturities. Diversificatien of the portfolio is done in accordance with resolutions passed
on investments during quarterly rustees meelings, All quoted shares held by the Scheme are traded on
the Nairobi Securities Exchange {NSE).
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Postal Corporation of Kenya

Staff Retirement Benefits Scheme

MNotes to the financial statements (Continued)
For the year ended 30 June 2019

3

Finaneial risk management objectives and policies (Contin ued)

a)

b)

c)

Market risk (Continued)
iij  Price risk (Continued)

At 30 June 2018, if the prices of all equity investments had increased / decreased by 5% with all other
variables held conslant, the increase or decrease in net assets would amount fo Kshs. 2,979,505 (2018:
Kshs. 2,036 052). Holding all other factors constant, an impact of a §% increase or decrease in prices of
treasury bonds would have increased or decreased net assats by Kshs. 2,116,222 (2018: Kshs. 8,571).

Credit risk

Credit risk arises from cash and cash equivalents, fixed deposits, interest bearing investments and
deposits with banks. As part of the credit risk management system, the investment manager and the
Trustees monitor and review information on significant investment. The Trusteea have approved a larger
portfolio investment with the Government of Kenya debt securities which have a low credit risk and no
default record. The credit risk for liquid funds and bank balances Is limited because the counter partles are
banks with high credit ratings assighad by tha regulator. For other investments the Trustees ensure thal
the izsuers of the investments have been assessed so as to reduce the risk of non-recoverabllity of the
amounts Invested as well as the Interest accrued on the same.

The amount that best represents the Scheme's maximum exposure to credil sk at 30 June 2019 is made
up as follows:

2019 2018
Kshs Kehs
Government securities 1,069 721,125 856,492 993
Caorporate bonds 102,002,087 105 696.475
Fixed and time deposits 75,176,214 112,143,904
Bank balances 39,837,822 22,069,584
1,286,737,248 1,196,402,857

m%

None of the above financial asseis are past dus or impaired. There are no collateral held against these
assets. Thers are no concentration risks as the investments are diversified.

Liguidity risk

The Scheme is required to make periodic payment in réspect of pension payments when members retire
from the Scheme, and is therefors exposed to the risk of difficulty in raiging funds to make such payments.
It therefore invests a portion of its assets in investments thal are readily convertible to cash. The
investment managers meniter the Scheme's llquidily on a regular basis and the trustess review [t on a

quarterly basis.

The undiscounted liabilities payable afier year end were:

2019 2018
Kshs Kshs
Unpaid benefitz and other payables 4?5?22.55? 38,454 787
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Staff Retirement Benefits Scheme

Notes to the financial statements (Continued)
For the year ended 30 June 2019

4  Contributions

Frem sponser - normal

From sponsor = excess

From members - normal

From members - addilional voluntary contribution

5§ Transfersin
Amount transfarred into the scheme from other schemes
6 Benefits paid and on account of leavers

Lump sum retirement benefits
Death bensfits
Transfers out

7 Investment income

Dividends from quoted equities

Interast on term deposits

Interest cn treasury bonds

Interest on corperate bonds

Discount on treasury bills

Other income - rebates

(Loss) [ gain on sale of quoted equities
Loss on sale / maturity of treasury bonds
{Loss) [ gain on sale of corperata bonds
Loss on disposal of offshore investments
Realised foreign exchangs gain

8 Change in fair value of investments
Fair value (loss) / gain on quoted equities
Falir value gain on treasury bonds

Falr value gain / (loss) on corporate bonds
Fair value gain / {loss) on offshore investments

8 Investment management expenses

Management fees
Custody fees

16

2019
Kshs

120,305,499

4 B07 6851

75,467,238
262600

200,642 956

73,8912

145,057,131
3,888,703

148945834

18,609,380
4,767 430
119,934 477
11,412,088

128,765
(5.561,743)

401 806

(9,030)

(69,748)

84,432
148,807,867

2018
Kshs

125,250,587
4,446,176
78,828.077
286,800

210,011,840
_—

10,673,145

113,405 373
8,137,718

1,882 944

123226035

21,425,697
4,580,641
107,578,518
12,731,515
5,574,060
70,734
3,587,604
(581,377)
(40,234)

154,058,048

(58,580,104) 40,721,037
42 324 445 171,414
11,408 (40,573)
82,434 (534 269)
(17,171.818) 40,317,609
3,798,777 4,014,718
1,835 707 1,800,864
5,632,484 5,824.602




Postal Carporation of Kenya

Staff Retirement Benefits Scheme

Notes to the financial statements (Continued)
For the year ended 30 June 2019

10

"

12

Interest on overdue contributions

Interest from sponsor on unremitted contributions

2018
Kshs

51,384,398

28
Kshs

482 971,862

in the year ended 30 June 2019, the trustees changed interesl computation from 3% compounded monthly in

the year ended 30 June 2018 to simple inferest method using the 91 days treasury bills rate,

Administrative expenses

Trustee expenses

Audit fees

RBA levy

Office rent and service charge
Insurance cosis

Members education programme éxpenses
Training expenses
Subscriptions and journals
Amortisation of intangible assets
Printing and stationery

Motor vehicle expenses
Repairs and maintenance
Travel cosls

Bank charges

Tax expense

Actuarial feas

Legal fees

Advertising costs

Depreciation

Office expenses

Impairment of financial assets

Staff costs

Salaries and wages
Staff medical scheme
Pension contributions
Other staff costs

17

2019 2018
Kshs Kshs
7,160,048 5,827 431
451 833 1,213,505
3,819,378 3.631,513
1,917,018 1,910,405
638,505 411,067
1,338,881 1,043,687
5,256,041 3,428,131
1,352 741 1,123,828
2,076,004 79,680
338,884 257181
240,244 155,773
185,310 103,891
263,203 207,138
73,145 71,042
= 70,884
2,436,000 -
2,337 404 4,020 689
482 040 127 447
822 577 624 442
295,309 apz222
2,098 950 12,000,000
33@32,406 36,607 646
5,719,133 5,713,120
205,357 180,297
283,237 288,143
989,921 532,032
3[197,645 7,713,593



Fostal Corporation of Kenya

Staff Retirement Benefits Bcheme

Notes to the financial statements (Contin ued)
For the year ended 30 June 2019

12 Tax status of the scheme

Postal Corporation of Kenya Staff Retirement Benefits Scheme has been approved by the Kenya Revenue
Authority and Is exempt from income lax on its investment Income relating to the tax exempt contributions,
Income relating te the non-tax axempt contributions is subjected to corporation ax at the prevalling tax rates as

follows:
2019 2018
Kshs Kshs
Investment income less expenses - unregisterad scheme 900.843 6,837 857
Tax chargeable at 30% {2018: 30%) 270,253 2,051,297
Statement of net assets
At 1st January 1,787,297 108,218
Charge for the year 270,253 2,051,297
Payment in the year (4,107,288 (373.219)
Tax (recoverable) / payable 52.049.?431 11?5 ?EZE\?
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Postal Corporation of Kenya

Staff Retirement Benefits Scheme

Notes to the financial statements (Continued)
For the year ended 30 June 2019

13

14

15

Investments (Continued)

The following table analyses investments other than shares (which have no fixed maturity) into relevant
maturity groupings based on the remaining period at 30 June 2019 to the contractual maturity date:

Upto 1 year 1to 2 years Over 2 years Taotal
Kshs Kshs Kshs Kshs

Treasury bonds 45,349,415 84,337,833 939,033,777 1,068,721,125
Corporate bonds 67,080,388 19,093,045 15,318,644 102 002,087
Fixed and call deposits 75,176,214 - - 75,176,214

The following table summarises the weighted average effective interast rates at the year-end on the main
interest bearing investments:

2019 2018
% %
Treasury bonds 12.13% 12.04%
Corporate bends 12.71% 11.04%
Fixed and call deposits 6.72% 7.33%
Contributions due and other receivablas 2019 2018
Kshs Kshs
Contributions due for upto 30days 16,189,800 17,286,815
Contributions due for more than 30days 832,047,192 637,130,680
Interest on overdue contributions 584 652 379 533 567 980
1,433,188 371 1187985484
Investment income receivable 152,867 2,859,651
Prepayments . 135,333
1433342235 1,191,080,468
Cash and bank halances
Cash at hand 100,000 100,000
Custodial account 10,138,405 12,758 462
Trustees disbursement account 29,589,417 9.211,122
39,837,822 22,089,584
For purposes of cash flow statement, cash and cash equivalents comprise of the following:
2019 2018
Kshs Kshs
Bank balances 39,837,822 22,069 584
Fixed and call deposits maturing within 90 days 75,176,214 112,143 804
115,014,036 134.213,4&3_
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Postal Corporation of Kenya

Staff Retirement Benefits Scheme

Notes to the financial statements (Continued)
For the year ended 30 June 2019

16 Unpaid benefits and other payables

Unpaid benefits

Audit fees payable

Fund management fees payable
Inter-fund balances

Custody fees payable

RBA levy payable

Sundry creditors

17 Members balances

At 1st July

Contributions for the year
Transfers in

Investment income

Fair value gain on investments
Withdrawals for the year
Investment managament expenses
Interest on overdue contributions
Administration expenses

Staff costs

Taxation

At 30th June

18 Contingent liabilities

2019 2018
Kshs Kshs
24,349,371 17,462,202
629,557 1,338,227
922,038 954,503
17,846,680 14,395,209
153 524 297 407
3,819,377 3,631,512
2,000 375.727

47,722 557 38 454 7&T
2,877,830,861 2,144.371,730
200,642,986 210,011,640
73,912 10,673,145

148 897,857 154,958,048
{17.171.819) 40,317 809
(148,945,834) {123,226,035)
(5,632,484) (5,824,602)
51,384,398 492,971,862
(33,332.408) (36,807 848)
(8,197,648) (7.713,593)
(270,253) (2,051,297
3.066,329,570  2,877.880,861

Other than the liability to pay fulure pensions and other benefits, there were no contingent liabilities of the

scheme at 30 June 2019.

12 Related party transactions

Related parties comprise of the Trustees, the administrator and Postal Corporation of Kenya (the sponser).
Except for the contributions receivable and payment of fess and allowances, there were no other

transactions carried out with related parties during the year.

20 Comparatives

Where necessary comparative figures have been adjusted to conform with changes in presentation in the

current year.
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