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Legal Support Worker. Aerospace Engineer. Author. Dental Hygienist. Biological Scientist. Surveying Technician. Geographer. Law Clerk. 

Office Clerk. Designer. Decorator. Punching Machine Setter. Dentist. Design Draughtsman. Financial Analyst. Brazier. Waste Treatment 

Plant Operator. Fire Inspector. Epidemiologist. Transportation Worker. Urban Planner. Boiler Operator. Biologist. Weapons Specialist. Court 

Clerk. Film Laboratory Technician. Air Crew Manager. Boat Builder and Shipwright. Crew Captain. Motorboat Mechanic. Landscaper. Heating 

Equipment Operator. Administrative Services Manager. Aviation Inspector. Healthcare Practitioner. Heating and Air Conditioning Mechanic. Surveying 

and Mapping Technician. Equal Opportunity Representative. Environmental Scientist. Fast Food Cook. Nutritionist. Maintenance Supervisor. Fashion 

Model. Graphic Designer. Funeral Attendant. Butcher. Maintenance Equipment Operator. Mail Machine Operator. Automotive Specialty Technician. 

Avionics Technician. Surveyor. Valve Repairer. Moulder. Radiologic Technologist. Dancer. Event Planner. Account Manager. Healthcare Support Worker. 

Credit Analyst. Moulding and Casting Worker. Health Technologist. Domestic Worker. Environmental Science Technician. Piano Tuner. Wildlife Biologist. 

Auxiliary Equipment Operator. Entertainment Attendant. Adjustment Clerk. Public Relations Manager. Radar Technician. Regulator Repairer. Crushing 

Grinding Machine Operator. Brake Machine Setter. Survey Researcher. Pump Operator. Courier. Fabric Mender. Engineering Manager. Database Manager. 

Watch Repairer. Detective. Metal Pourer and Caster. Tree Trimmer. Psychiatric Technician. Xhosa Translator. Civil Drafter. Bicycle Repairer. Dental 

Assistant. Auditor. Internist. Choreographer. Environmental Engineer. Petrol Attendant. Market Research Analyst. Radio and Television Announcer. 

Advertising Sales Agent. Mystery Shopper. Botanist. Health Educator. Financial Examiner. Motion Picture Projectionist. Payroll Administrator. Motorboat 

Operator. Marine Cargo Inspector. Metal-Refining Furnace Operator. Court Reporter. Government Service Executive. Gaming Supervisor. Underground 

Mining Welder. Engineering Technician. Fraud Investigator. Manufacturing Sales Representative. Farm Equipment Mechanic. Primary School Teacher. 

Executive Secretary. First-Line Supervisor. Landscaping Manager. Lawn Service Supervisor. Groundskeeper. Financial Specialist. Public Relations 

Specialist. Purchasing Agent. Bartender. Woodworking Machine Operator. Accountant. Audiologist. Purchasing Manager. Meter Mechanic. Bookkeeper. 

Jewellery Model. Mould Maker. Afrikaans Copywriter. Marine Architect. Business Director. Gaming Service Worker. Fish Game Warden. Financial Services 

Sales Agent. Supervisor of Police. Office Machine and Cash Register Servicer. Hand Presser. Landscape Architect. Military Officer. Photographer. Exhibit 

Designer. Benefits Specialist. Extraction Worker. Gauger. Bench Jeweller. Nursing Instructor. Surgical Technologist. Makeup Artist. Radiation Therapist. 

Cleaning Supervisor. Jeweller. Dog Walker. Taxi Driver. Art Director. Extruding Machine Operator. Vending Machine Servicer. Custom Tailor. Firefighter. 

Transportation Equipment Painter. Baker. Funeral Director. Interviewer. Keyboard Instrument Repairer and Tuner. Travel Guide. Fibre Product Cutting 

Machine Operator. Laboratory Animal Caretaker. Veterinary Assistant. South African Olympian. Veterinary Technician. Obstetrician. Glass Blower. 

Maintenance and Repair Worker. Environmental Compliance Inspector. Fence Erector. Landscape Artist. Cricket Player. Fabric Presser. Crane and Tower 

Operator. Brick Mason. Explosives Expert. Typesetting Machine Operator. Geological Sample Test Technician. Hairdresser. Cosmetologist. Head Nurse. 

Actuary. Craft Artist. Boilermaker. Claims Examiner. Psychiatrist. Biochemist. Radio Operator. Phlebotomist. Usher. Farm Labour Contractor. Able Seaman. 

Health Services Manager. Automotive Technician. Rugby Player. Database Administrator. User Experience Researcher. Claims Adjuster. Meteorologist. 

Gaming Dealer. Marine Engineer. Production Manager. Geological Engineer. Public Health Social Worker. Etcher and Engraver. Credit Authoriser. Gaming 

Manager. Civil Engineer. Geologist. Public Transportation Inspector. Administrative Support Supervisor. Brazing Machine Operator. Gas Appliance 

Repairer. Video Editor. Automotive Body Repairer. Automotive Mechanic. Lathe Operator. Freight and Material Mover. Veterinarian. Advertising Manager. 

Promotions Manager. Graduate Teaching Assistant. Biomedical Engineer. Strategist. Swimmer. Layout Worker. Bindery Machine Operator. Bookbinder. 

Customer Service Supervisor. Deburring Machine Operator. Grounds Maintenance Worker. Machine Tool Operator. Automatic Teller Machine Servicer. 

Psychologist. Oil Service Unit Operator. Offset Lithographic Press Operator. Fibreglass Laminator and Fabricator. Microbiologist. Mixing and Blending 

Machine Operator. Butler. Librarian. Mining Machine Operator. Mail Clerk. Lawyer. Corporate Social Investment Specialist. Independent Manufactured 

Building Installer. Motorcycle Mechanic. Biological Technician. Umpire. Garment Cutter. Civil Engineering Technician. Referee. Laundry Worker. General 

Practitioner. Millwright. Fire Investigator. Administrative Law Judge. Entertainer and Performer. Financial Adviser. Travel Agent. Irradiated Fuel Handler. 

Radio Mechanic. Typesetter. Motor Vehicle Operator. English Language Teacher. Gas Distribution Plant Operator. Furniture Finisher. Audio and Video 

Equipment Manager. Account Collector. Blogger. Technician. Webmaster. Office Machine Operator. City Planning Assistant. Gaming Surveillance Officer. 

Freight Inspector.  Consultant.  Polisher.  Rail  Car

Repairer. Gas Compressor Operator. Receptionist. 

Barber. Glazier. Audiovisual Collections Specialist. 

Biophysicist. Marine Oiler. Machine Feeder. Curator.

Truck Driver. Hand Sewer. Woodworking Machine 

Setter.  Atmospheric and Space Scientist.  Data Entry

Operator. Occupational Therapist. User Experience

Manager. Maintenance Worker. General Manager. 

Travel Clerk. Mine Cutting Machine Operator. Food

Preparation Manager. Management Analyst. Data

Technician. Fashion Designer. Farmworker. Dental 

Laboratory Technician. Legal Secretary. Actor. Lawn

Service Manager. Government Property Inspector. 

Diagnostic Medical Sonographer. Interpreter. Motor

Vehicle Inspector. Utility Meter Reader. Machinist. 

Geological Visual Designer. Freight Agent. Office

and Administrat ive Support  Worker.  Transport 

Security Administrator. Geoscientist. Environmental

Engineering Technician. Data Processing Equipment

Repairer.  Automotive Master Mechanic. Scholar 

Patrol Officer. Heat Treating Equipment Operator.

Washing Equipment Operator.  Surgeon. Online

Marketing Analyst. Banker. Desktop Publisher. Milling

Machine Operator. Automotive Glass Installer. Metal

Worker. Upholsterer. Criminal Investigator. Gluing

Machine  Operator. Nursery School Teacher. Doctor.

Data Web Developer. Logistics Manager. Extruding 

and Drawing Machine Operator. Health Practitioner.

 

Coronation is an authorised fi nancial services provider and approved manager of collective investment schemes. Trust is Earned™.

For nearly a quarter of a century, Coronation has maintained 
one of the best records for long-term outperformance, 
putting South Africa’s retirement money to work. 

Whatever you do, you work
hard for your retirement
money. Let us put it to work 
for you.
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Once again, we welcome all our readers 
and stakeholders to this new edition 
of PensionsAfrica® which is packed 

with insightful articles, analysis, news and 
features from across the African continent. 
Although our coverage is Africa wide, our 
regional feature for this edition is East Africa, 
and we have specifically focused on the pen-
sions and retirement industry in Kenya.

As the year 2017 ended, two key announce-
ments were made that had serious implica-
tions on the Pensions and retirement indus-
try within Southern Africa. The Steinhoff 
announcement of financial and accounting 
irregularities for the South African retailer 
as well as the Kgori capital directors' alleged 
involvement in suspected money laundering 
deals in Botswana both pointed at issues of 
governance within the administration, man-
agement and investment of pension funds 
assets. 

The Kgori capital development led to the 
termination of a BWP3.9 Billion BPOPF asset 
management contract. In South Africa, ac-
cording to a joint statement issued by GEPF 
and PIC following Steinhoff accounting ir-
regularities, the estimated loss was 0.6% of 
total GEPF portfolio by December 6th 2017. 
The need for diversification has once again 
been brought to the fore by the unfolding 
Steinhoff revelation and has demonstrated 
concentration risk for pension funds in South 
Africa according to experts. This indeed im-
plores upon investors to consider portfolio 
diversification in different markets, asset 
classes and currencies. Increase in offshore 
exposure is a suggested option.

Africa’s infrastructure funding gap is esti-
mated at USD 31 billion per annum out of 
its total requirement of USD93 Billion infra-
structure investment. Nazmeera Moola ex-
plores opportunities for Africa presented by 
this funding gap, including PPPs and the role 
pensions and insurance funds can play.

To meet the rising demand for affordable 
housing within the province, Gauteng Part-
nership Fund (GPF) and FutureGrowth have 
partnered under the department of human 
settlements to provide funding to property 
developers investing in affordable housing. 

In South Africa, New regulations meant to 
harmonise the taxation of retirement contri-
butions and benefits have been put in place 
with the sole goal to significantly simplify tax 
treatment of contributions to and benefits 
from retirement funds by treating all funds in 
the same way for tax purposes. The regula-
tion also intends to assist on how one should 
manage retirement funds at retirement and 
to provide an opportunity for individuals to 
obtain a larger tax saving in the process of 
increasing contributions to their retirement 
funds. 
Kenya’s pensions and retirement industry has 
shown tremendous growth in both assets un-
der management and membership over the 
last couple of years with current assets un-
der management totaling 1 trillion shillings 
(USD 10 Billion). We take an in-depth look at 
the industry specifically on key levers driving 
this growth, challenges, innovations and key 

reforms. This country focus also features an 
interview with the CEO of RBA, Mr Nzomo 
Mutuku and covers additional issues on gov-
ernance, trustee development as well as key 
stakeholders within the industry in Kenya.

A recent report in Kenya has shown that 86% 
of Kenyans are uncertain of their financial 
security in retirement. We focus on some of 
the issues geared towards improving this sta-
tus quo such as improving financial literacy. 
The government has also chipped in with a 
cash transfer programme targeting the aged 
from 65 years and above and will be target-
ing improving social security for the elderly. 
In addition to the previously existing pension 
plans in Kenya, Umbrella schemes have now 
been introduced. 

South Africa is edging closer to achieving 
sustainable energy goals with the announce-
ment that the signing of South Africa’s re-
newable energy power purchase agreement 
(PPAs) will proceed for the 27 wind and solar 
energy projects under the 60 billion renew-
able energy producers procurement pro-
gramme (REIPPPP).

Carla Roussow of Allan Gray explores the 
advantages and disadvantages of certain in-
vestments products in relation to how they 
impact your tax obligations. In essence look-
ing at how you can take advantage of gov-
ernment incentives to pay less tax.

Our lifestyle feature for this edition is on the 
much anticipated introduction to the South 
African market of the new Jaguar- E-pace 
model. The model will be launched in South 
Africa in March.

Zambia has rolled out an ambitious social se-
curity expansion programme with the sign-
ing of a memorandum of understanding with 
the national institute for health and welfare 
(THC) of Finland and the international la-
bour organization (ILO) targeting the infor-
mal sector and ultimately impacting on the 
entire country’s peoples’ welfare.

On my behalf and that of Pensions Africa, I 
take this opportunity to wish all our readers 
and stakeholders’ a great year ahead.
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Source: Sunday Standard

Botswana: A time bomb is ticking regarding Botswana’s pensions industry. By 
far the country’s biggest pension scheme in the country is the Botswana Pub-
lic Officers Pensions Fund. So large is this Fund that it has started to attract 

all sorts of nefarious characters with nefarious intentions other than to make good 
investments that will yield returns for pensioners. But that is a smaller matter. 
An even bigger concern is that BPOPF has become so big in size that it has become 
crucial to the economic well-being of the country. Thus how well it is managed, 
or how badly it is mismanaged will also have serious ramification for the country’s 
economic well-being. If for any reason BPOPF implodes, the country’s economy will 
implode with it. 
Government employees are making contributions to their pension scheme with a 
legitimate expectation that upon retirement they will be able to draw on these. The 
global economy is slugging through a protracted era of low prospective returns.  It 
won’t be long before public pension fund lacks the required money to pay the re-
tirement benefits for the current and retired workers. Industry insiders say it will not 
be long before accounts at BPOPF are qualified.
The BPOPF is already so big that it is already a problem for the Government. Should 
the fund run into trouble, turning it around, or saving it will become a mammoth 
task. Across the world, big pension deficits have led to bankruptcies for countries.
 

Unless we change the way BPOPF is managed 
and the quality of trustees, we are headed for 

future financial problems. That also includes the 
way companies managing the assets are 

appointed as well as how they are monitored, 
including their governance. As things stand, 

there is some national soul searching that has to 
happen regarding the long term sustainability 

and adequacy of BPOPF. There might be difficult 
and even unpopular decisions that have to be 
made. The current management of BPOPF has 

made welcome decisions to involve citizens and 
citizen companies among asset managers.

That should continue. But where citizens are found to be transgressors of the rules 
of governance there should be no mercy. The stakes are simply too high to tolerate 
poor governance on account of citizenship. If we tolerate such sloppy governance, 
then we better wake up to reality that disaster looms. If we cannot make hard 
choices now there will come a time when public taxes will have to feel the deficit 
or if not so, where benefits for pensioners are cut. Either way will be painful. With 
weak Trustees, there is no guarantee that wrong investments decisions will be de-
tected well on time. With weak Trustees, there are no guarantees that redflags in 
the management accounts will be discovered and right questions asked, much less 
right remedies suggested. Early indications so far point to hefty provisions for bad 
investments. These are a result of investments not making sufficient returns.

How Safe Are Pensioners 
Money?

But where citizens are found to be 
transgressors of the rules of governance 
there should be no mercy. The stakes 
are simply too high to tolerate poor 

governance on account of citizenship. 
If we tolerate such sloppy governance, 
then we better wake up to reality that 
disaster looms. If we cannot make hard 

choices now there will come a time 
when public taxes will have to feel the 
deficit or if not so, where benefits for 
pensioners are cut. Either way will be 
painful. With weak Trustees, there is 
no guarantee that wrong investments 

decisions will be detected well on 
time. With weak Trustees, there are no 
guarantees that redflags in the manage-
ment accounts will be discovered and 
right questions asked, much less right 

remedies suggested. 

These are deficits that have to be filled 
one way one another. The world over, 
pension funds estimates their liabilities 
based on future returns. If returns fall 

below projections for whatever reason, 
then pension funds fall into a collision 
course. BPOPF Trustees are advised 
that they cannot ignore or defy eco-
nomic realities forever. They have to 
always probe the average returns on 
their investments on an annual basis 
as a way of measuring the extent to 
which they will either succeed or fail 
in meeting their future obligations. 

If huge provisions are made because 
investments are not performing it is the 
responsibility of Trustees to act and do 

so decisively.
If nothing happens, it is almost inevitable 
that the result will be a huge black hole 
that might prove impossible to fill. For 
now there seems to be a thinking within 
some in management that BPOPF will 
never run out of cash. Or that the Fund 
is, as the Americans like to say too big to 
fail. That is a fallacy. That is the last thing 
that a struggling economy, with a cash-
strapped government needs.
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PIC/GEPF statement following 
a meeting on Steinhoff
South Africa: The Investment 

Committee of the Government 
Employees Pension Fund (GEPF) 

and the Public Investment Corpora-
tion (PIC) held a meeting yesterday 
(12/12/17) to discuss the recent devel-
opments regarding Steinhoff. 

It is important to note that notwith-
standing the collapse in the Steinhoff 
share, the GEPF portfolio remains fi-
nancially healthy, because of its diversi-
fied nature. It is also important to note 
that GEPF members’ benefits will not be 
changed by these developments, given 
that the GEPF is a defined benefit pen-
sion fund.

The investment loss recorded was 0.6% 
of the total GEPF portfolio on 6 Decem-
ber 2017. Despite the fall in Steinhoff 
share, the total GEPF equity portfolio 
had created a value of approximately 
R140 billion over the preceding 12 
month period, and had performed bet-
ter than the equity benchmark. Albeit 
a relatively small reduction in the total 
portfolio, and despite the signs of re-
covery in the share price this week, the 
PIC and GEPF remain deeply concerned 
about Steinhoff.

GEPF and PIC agree that the recent 
developments point to serious 
governance challenges at Stein-
hoff and that the following steps 
are necessary to secure the GEPF’s 
interest in the company:

1. GEPF and PIC will insist on the ap-
pointment of at least two indepen-
dent non-executive directors on the 
Steinhoff and Steinhoff Africa Retail 
(STAR) boards.

2. GEPF and PIC will highlight their 
discomfort with the lack of indepen-
dence of the Board, including the pos-
sible conflict of interest by Dr Christo 
Wiese as interim Chief Executive Of-

ficer. Furthermore, the GEPF and PIC 
will express their concern about the 
Steinhoff Audit Committee conclud-
ing the terms of reference of the in-
vestigations independently.

3. GEPF and PIC will insist on repre-
sentation on the Board Committee 
tasked with investigating the Stein-
hoff situation, so as to ensure that 
the process is transparent and that, 
amongst other matters, the terms of 
reference address critical governance 
issues.

The GEPF and PIC believe that now, 
more than ever, the Steinhoff matter 
makes a case for the need to rotate au-
ditors and long-serving board members 
in investee companies, an issue that the 
PIC has continuously raised.

The PIC would like to state that it has 
engaged with Steinhoff consistently but 
has often not received positive feedback 
from the company. Specifically, the PIC 

The investment loss record-
ed was 0.6% of the total 

GEPF portfolio on 6 Decem-
ber 2017. Despite the fall 

in Steinhoff share, the total 
GEPF equity portfolio had 
created a value of approxi-

mately R140 billion over the 
preceding 12 month period, 
and had performed better 

than the equity benchmark. 
Albeit a relatively small 

reduction in the total portfo-
lio, and despite the signs of 
recovery in the share price 

this week, the PIC and GEPF 
remain deeply concerned 

about Steinhoff.

has previously pointed out structural is-
sues relating to the material sharehold-
ing of the Steinhoff and Wiese families, 
which are perceived to create the domi-
nance of controlling shareholder repre-
sentatives on the Board and as a result, 
potential conflicts of interest.

The PIC has also raised concerns about 
the absence of a clear assessment of the 
risks introduced by the Steinhoff group’s 
acquisitive strategy as the company has 
become progressively complex.

The GEPF and PIC 
believe that now, 
more than ever, 

the Steinhoff 
matter makes a 

case for the need 
to rotate auditors 
and long-serving 

board members in 
investee 

companies, an 
issue that the PIC 
has continuously 

raised.

Whilst the PIC has tried to use its po-
sition as a major shareholder to vote 
against some of the resolutions tabled 
at Steinhoff annual general meetings, 
the reality is that the PIC is only one 
amongst many shareholders who have 
voted differently on certain resolutions.
The PIC, on behalf of the GEPF will 
continue to raise environmental, social 
and governance issues in all its investee 
companies for the benefit of their stake-
holders.

Source: GEPF/PIC
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Retirement Benefits Authority (RBA) partners with 
SMEs authority targeting informal workers in 
counties

Nzomo Mutuku:  Ag. Chief Executive Office, Retirement Benefits Authority (Kenya).
Photo: Diana Ngila/ NMG
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KENYA: The Retirement Benefits 
Authority (RBA) has partnered 
with the Micro and Small Enter-

prise Authority (MSEA) to increase its 
membership and assets held by pension 
schemes in counties. RBA chief execu-
tive Nzomo Mutuku said in Kwale the 
organisation is targeting jua kali artisans, 
vegetable vendors and other small en-
trepreneurs in the informal sector to join 
pension schemes.
“We have teamed up with MSEA in 
counties where our main target is small 
scale enterprises in the informal sector.
"We started in Machakos, Kisumu, 
Kakamega and we are now eyeing the 
coast region. We shall soon start in Kilifi. 
The response in the other regions has 
been good,” Mr Mutuku said.

Daily engagement

He said decision to incorporate MSEA 
in the plans was because the latter has 
been engaging in the industry players 
on the ground on a daily basis. “With 
MSEA, it will be easy to work directly 
and engage the small enterprises and 
encourage them to start or join pension 
schemes.

"Most of the new jobs are now found 
in the informal sector, where for long, 
did not have a defined pension arrange-
ment,” the CEO said.

Mr Nzomo said for the past three years, 
coverage ratio had increased from 15 
per cent to 20 per cent of the labour 
force.

“We have currently 
recorded 20 per cent of 

Kenyans on pension 
scheme and the reason it is 
low is because the labour 

force is in the 
informal sector 

where they don’t have an 
elaborative pension ar-

rangement like the formal 
sector,” he added.

Formal sectors

Traditionally, he said, pension targeted 
at formal sectors where deductions 
were pegged on the payroll, hence 
making it hard to enforce the same to 
the informal sector. “There are new 
innovations pushing the industry for-
ward like the Mbao Scheme where 
one can contribute from as little as 
Sh20 through mobile phone to the 
scheme. It is working well and has 
currently recorded 100,000 members 
countrywide,” Mr Nzomo said.

Mr Mutuku said the assets under RBA 
management had hit Sh1 trillion mark 
by December last year and was look-
ing forward to record more business 
this year. “Currently, we are managing 
the assets of 1,200 pension schemes in 
the country. I am urging more people 
to come up with products that will 
accelerate the growth of this sector 
especially in the informal sector,” he 

said.
The RBA boss urged players in the in-
dustry to introduce pension schemes 
for informal workers in a bid to increase 
coverage so that Kenyans can enjoy old 
age.

“We are currently doing a lot of cam-
paigns to sensitize Kenyans on how they 
can save and benefit at RBA,” he said.

Source: Business Daily Africa

"Most of the new jobs 
are now found in the 
informal sector, where 
for long, did not have a 

defined pension 
arrangement,” the CEO 

said.
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Court cases mounting against 
Steinhoff

Cape Town - Steinhoff is now fac-
ing at least two possible class-
action style lawsuits in Europe, 

as aggrieved investors try and recoup 
losses from its share price plunge. 

On Friday (2/2/18) a Dutch investor as-
sociation said it wants to take the global 
retail conglomerate to court over pub-
lishing incorrect and misleading financial 
statements.  

In December 2017 German law firm 
TILP said it had filed a lawsuit against 
the firm.

Steinhoff has its headquarters in Stel-
lenbosch but is registered in the Nether-
lands and falls under Dutch law. 

The international retail group has been 
under a cloud since its former CEO 
Markus Jooste stepped down in early 
December amid a still-ongoing account-
ing scandal. Since its share price crashed 
in the wake of Jooste's abrupt resigna-
tion, some R200bn in shareholder value 
has been erased. 

In a media statement posted to its web-
site on Friday, the Dutch Vereniging van 
Effectenbezitters (VEB) said that Stein-
hoff had published “inaccurate and mis-
leading information about the company 
in at least two annual reports (2015 and 
2016) and various press releases”. 

“Steinhoff also wrongly maintained the 
accuracy of this information,” it said. 

The firm’s finances are being investigat-
ed by forensic auditors PwC, and it has 
said that investors can no longer rely on 
the veracity of its 2015 and 2016 finan-
cial statements.  

Steinhoff’s share price has fallen by over 
80% since the news of Jooste and the 
PwC investigation broke. 

On Monday at 11:30 it was trading at 
R6.14 a share on the JSE. 

'Misleading statements' 

The VEB said on Friday it wants a court 
in Amsterdam to declare that Steinhoff 
was responsible for making a number 
of incorrect and misleading statements 
around its financial situation. If a court 
were to declare this, it would constitute 
a first step in opening Steinhoff up to 
possible class-action style lawsuits. 

The VEB argued that, due to the incor-
rect information made public by Stein-
hoff, investors bought and held onto 
Steinhoff shares at too high a price. 

Its director Paul Koster told De Telegraaf 
that, if a judge were to rule that Steinhoff 
is responsible for the losses, the investor 
association could recover damages.

Steinhoff’s leadership, who appeared 
before Parliament last week, meanwhile 
said they could not yet say when the 
PwC investigation would be complete.

This investigation, they said, would 
show the extent of financial irregulari-
ties at the firm. 

The retailer has, however, referred its for-
mer CEO Markus Jooste to the Hawks, 
based on initial feedback from PwC. 

In addition to VEB, German law firm 
TILP  also filed a lawsuit against Stein-
hoff on December 19 on behalf of an 
aggrieved shareholder. It has also filed a 
petition requesting a lawsuit under Ger-
many’s Capital Markets Model Case Act, 
which it says would allow more share-
holders and bondholders the opportu-
nity to jointly litigate their claim before 
a court. 

Local trade union the Public Servants 
Association, for one, has said it would 
likely join legal action against the com-
pany. 
Steinhoff did not immediately reply to a 
request for comment. 

LUANDA - Angolan President Joao 
Lourenço removed the son of his 
long-serving predecessor Jose Edu-
ardo dos Santos as head of the coun-
try’s $5 billion sovereign wealth fund 
on Wednesday, the latest in a series 
of moves that sidelined dos Santos 
allies.

Lourenço, who took office in Septem-
ber when dos Santos stepped down 
after nearly four decades in power, 
has swiftly wrested control of key 
areas of the state by pushing aside 
powerful figures associated with his 
predecessor.

He announced on Wednesday that he 
was replacing the board of the fund, 
including its head Jose Filomeno dos 
Santos, after an external inquiry into 
the fund’s performance and gover-
nance.
The new board chairman was named 
as Carlos Alberto Lopes, a former fi-
nance minister.
Last month Lourenço dismissed the 
former president’s daughter Isabel 
dos Santos as chairwoman of the 
state oil company Sonangol, replac-
ing her with Carlos Saturnino, an oil 
industry veteran.
Lourenço has also appointed allies 
and former prime ministers Lopo For-
tunato Ferreira do Nascimento and 
José Carlos Marcolino Moco as non-
executive directors of Sonangol, fur-
ther solidifying his power within the 
company.

Oil accounts for a third of Angola’s 
gross domestic product and more 
than 95 percent of its exports, ac-
cording to the World Bank, making 
the leadership of Sonangol one of the 
most important and powerful jobs in 
the southwest African country.
Source; Reuters

Angola head 
of sovereign 
wealth fund
sacked
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NIGERIA: As part of efforts to 
properly monitor the manage-
ment of contributions to Pension 

Fund Administrators (PFAs), the Nation-
al Pension Commission (PenCom) has 
directed risk management departments 
of all PFAs with Funds Under Manage-
ment (FUM) of N100 billion and above 
to report directly to their managing di-
rectors/chief executive officers.
The latest directive is as a sequel to an 
earlier one given in 2011 where the 
Commission had specifically directed 
legal/company secretary, internal audit 
and compliance of the fund managers to 
report to the chief executive officers.
According to the Commission, the new 
order, via a circular signed by its Head, 
Surveillance Department, Mohammed 
Datti, on January 19, 2018 and issued 
to all licensed pension fund operators, 
supersedes that of 2011.
The Commission said: “As the risk man-
agement function is a vital control func-
tion for management, it is impressive 
that risk management department of 
PFAs also report to the MD/CEOs to en-
sure sufficient oversight and supervision 
of the risk management process.
“Consequently, risk management de-
partment in all PFAs with fund under 
management of N100 billion and above 
shall be required to report directly to 
the MD/CEO.”
The pension regulator had, since the 
inception of the Contributory Pension 
Scheme (CPS), ensured prudent man-
agement of the contributions that had 
hit over N7 trillion.
It has also ensured that investment of 
the funds is done as prescribed by the 
Pension Reform Act 2014, spreading 
across capital market portfolios.
According to the record of investment, 
over 70 per cent of the funds have been 
put into federal and state securities.
The investment, totalling over N6 trillion 
out of the N7.41 trillion assets, is as at 
the end of last November.
Data from the National Pension Com-
mission (PenCom) revealed that while 
about N6.28 trillion had been invested in 
Federal Government securities, N148.21 

PenCom reaffirms interest in PFAs’ management of 
over N100bn

billion went into state government se-
curities.
A breakdown of the investments re-
vealed that N4.02 trillion, amounting 
to 54.30 per cent, went into Bonds; 
N1.21trillion in Treasury Bills (16.29 per 
cent); N5.99 billion in Agency Bonds 
(NMRC & FMBN), (0.08 per cent) and 
N55.69 billion in Sukuk.
While N662.72 billion, which is 8.95 per 
cent of the funds, was invested in do-
mestic ordinary shares, N102.89 billion, 
amounting to 1.39 per cent, went into 
foreign ordinary shares.
The fund managers also invested 
N148.21 billion (2.00 per cent) in state 
government securities; Corporate Debt 
Securities got N255.21 billion (3.44 
per cent); Superannuation Bonds got 
N11.33 billion (0.15 per cent); com-
mercial papers, N44.59 billion (0.60 per 
cent); banks, N564.68 billion (7.62 per 
cent).
Others are Reits, N15.60 billion, (0.21 
per cent) Foreign Money Market Secu-
rities, N31.77 billion, (0.43 per cent); 
private equity fund, N23.99 billion, 
(0.32 per cent), Real Estate Properties, 
N224.72 billion, (3.03 per cent); infra-
structure funds, N6.07billion, (0.08 per 
cent) and cash & other assets, N15.35 
billion, (0.21 per cent).
As at May last year, a total of N5.31 tril-
lion was put into Federal Government’s 
securities. PenCom stated that 73.63 per 
cent of the total funds were invested in 
Federal Government securities.
The breakdown was N3.80 trillion; N1.12 
trillion and N39.37 billion amounting to 

56.47 per cent invested in the 
FGN bonds,16.67 per cent of 
the funds invested in the FGN 
treasury bills and 0.59 per 
cent invested in Agency Bonds 
(NMRC & FMBN) respectively.
The data revealed that 
N539.78bn, which is 8.02 per 
cent of the funds, was invested 
in domestic ordinary shares; 
while N385.08billion totalling 
5.72 per cent of the funds, was 
invested in banks.

About N258.2 billion, N216.07 billion, 
N106.2 billion and N93.4 billion, repre-
senting 3.8 per cent, 3.2 per cent, 1.5 
per cent and 1.3 per cent were put into 
corporate debt securities, real estate 
properties, state government securities 
and foreign ordinary shares, respective-
ly.

Superannuation bonds got 
N11.66 billion; commercial 
papers, N42.48 billion; Reits, 
NN10.90 billion; private eq-
uity fund, N17.93 billion; in-
frastructure funds, N3.39 bil-
lion and cash & other assets, 
N40.89 billion.

The immediate past Director-General of 
PenCom, Mrs. Chinelo Anohu-Amazu, 
had often maintained that the pension 
fund was not idle in any bank account as 
alleged by those who do not understand 
the working of the CPS.
She noted that all pension funds are 
invested according to the industry’s in-
vestment guidelines, stressing that the 
industry’s investment guidelines speci-
fied how the funds are to be invested.
She said some investors do not get funds 
from the industry because they fail to 
meet the requirements in the guide-
lines.
According to her, the industry is willing 
to invest in infrastructure and other proj-
ects, but the terms and conditions spelt 
out in the investment guidelines must be 
strictly adhered to.

Source: New Telegraph Online



February, 2018 (Gaborone & Johannesburg) – MNCAPITAL GROUP, 
a leading international investment advisory and institutional business devel-
opment firm, today announced that Botswana pension funds are to convene 
in Kasane on a country specific Forum on Investments and Management set 
in March. The Botswana Pension Funds Investment & Management Forum is 
scheduled for the 21st & 22nd of March 2018 at the Cresta Mowana Hotel in 
Kasane.

The 2018 Edition is themed: “Putting the spotlight on alternative investment 
for Pension Funds: Discovering key asset classes.” The Forum is expected to 
host over 150 delegates from various Pension Funds in Botswana. Invitations 
have been sent to leading Financial Institutions, Government representatives, 
local and International Investment experts and Media and will open dialogue 
on how pension funds, their fund managers and the general investment man-
agement industry in Botswana should focus on long-term strategic collabora-
tions to advance economic growth in the country.

Retirement funds in Botswana have a total asset base of P69.9 billion, of which 
about 70% are invested offshore, leaving only 30% invested locally. This Fo-
rum is set to help the industry at large identifying opportunities locally and 
significantly increase the proportion of pension fund assets invested locally.
Pro Mkwanazi, Chief Operating Officer of MNCapital Group said: “We are 
really excited at the prospect of this forum, bearing in mind that we will have 
professionals from not only Botswana but from other African countries as well. 
This Forum has been designed with a deliberate inclination towards the for-
mulation of pragmatic solutions, challenges and the alignment of Investment 
structures, regulations and best practices with current global expectations and 
competitiveness”
"Growing investment in Africa's economic development along an inclusive and 
green path depends upon the long-term investment of institutional investors in 
Africa because sustainable investment depends on Africa's own pension funds 
investing in Africa's future. Long-term investment depends upon factoring all 
economic, environmental, social and corporate governance factors into invest-
ment decisions.” Graham Sinclair, Principal at SinCo (USA). SinCo - Sustainable 
Investment Consulting LLC - is a supporting partner to the Botswana Pension 
Funds Forum 2018.

Retirement funds in Botswana have a total asset base of P69.9 billion, of which 
about 70% are invested offshore, leaving only 30% invested locally. This Fo-
rum is set to help the industry at large identifying opportunities locally and sig-
nificantly increase the proportion of pension fund assets invested locally. In the 
post global economic crisis environment, developing economies like Botswana 
need to establish alternative investment strategies that will foster development 
and leverage the localization of Pension Funds Investments towards local op-
portunities. In this regard, careful analysis is required to identify ways of fund-
ing most lucrative industries. One of the top financial muscles is the pension 
fund industry as it contributes or has the potential to contribute immensely on 
national prosperity.
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The Botswana Pension Funds 
Investment & Management 
Forum

Source: MNCapital Group
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Offshore markets-Investors 
should ‘stay the course’ 
South African markets have again highlighted the 
concentration risks for Pension funds.
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GilesMokoka: Managing Director, SEI 
Investments-South Africa

Analysis
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2017 proved to be a very good 
year for global markets in gener-
al. Most indicators in the U.S and 

Europe were positive during the calen-
dar year. Investor appetite for higher risk 
assets continued to underpin most asset 
class performances. Emerging market 
and European equities posted some of 
the best performance numbers, in U.S. 
dollar terms. Both the Euro and Pound 
sterling appreciated against the U.S. 
dollar.
Emerging markets outpaced the devel-
oped world across asset classes in 2017 
amid a synchronized global economic 
expansion. At a sector level, the tech 
sector led globally, energy lagged, along 
with telecommunications.

Where to from here?
The major worry for investors comes 
down to the stock market’s valuation, 
but elevated valuations can be justified 
by the low level of bond yields and the 
strong trend in profits growth. Of course 
the higher the valuation, the more vul-
nerable the stock market becomes to 
unexpected bad news. 
South African) markets have again high-
lighted the concentration risks for Pen-

sion funds.  In December, global furni-
ture manufacturer Steinhoff lost some 
90% of its value, on the back of ac-
counting irregularities coming to light. 
Having been in the top 10 shares by 
market cap, it is fair to say most South 
African retirement funds held the stock, 
at the time of its collapse. 
This loss would have been amplified for 
index investors (Due to its high market 
cap weighting, Steinhoff was in the top 
40 Index, prior to its spectacular col-
lapse). This dramatic fall of the Steinhoff 
share price was shortly followed by As-
pen Pharmacare’s share price losing 10% 
in a single trading session, and therefore, 
local investors continue to remain on 
edge due to reports that another large/ 
prominent listed corporation may have 
something to hide.

In such uncertain environments, it is im-
perative for investors to stay the course, 
that they continue to focus on the long 
term, to intimately understand the risks 
of having most of their assets invested 
in one market, and to ensure that their 
portfolios are properly diversified across 
many regions, asset classes and curren-
cies. 

Global markets continue to offer excep-
tional opportunities for African Investors. 
The past decade has witnessed an ex-
plosion of innovative global technology 
firms, which continue to push boundar-
ies and achieve in areas which were pre-
viously thought to be light years ahead 
of us. 
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Companies like Apple, Facebook, Ama-
zon, Tesla, Netflix, Tencent, Google, 
Space X and many others are busy re-
defining the future, as we speak.  Al-
though not listed, last year alone, Space 
X launched 18 space missions, and they 
are now targeting 36 such launches in 
2018 alone.

Japan, the world’s third largest economy, 
hitherto infamous for its “lost decades” 
status, is now a pioneering consumer-
driven economic giant. This is on the 
back of a successful, central bank driven 
“Abenomics” program of the past five 
years, where the focus on infrastructural 
projects and other stimulatory actions 
has proven to be very successful in re-
versing decades of low spending and 
deflation.

Looking ahead to 2018
The year can be summed up by with the 
exclamation that, at long last, the global 
financial crisis appears to be in the rear-
view mirror. In its place is synchronized 
expansion across most developed and 
emerging economies.

The absence of volatility around the 
world and across most asset classes was 
a huge surprise, which was contrary to 
our expectations for the year. It is ex-
pected that global growth can remain 
vibrant enough in 2018 to provide a 
continued underpin to risk assets.

SEI would certainly not rule out a garden-
variety correction in U.S. stock prices of 
5% to 10% somewhere along the line. 
The market is overdue for one-in 2017, 
the S&P 500 Index didn’t even register a 
price correction of 3%. We won’t be re-
ally concerned, though, unless there is a 
more aggressive swing in Fed policy to-
ward monetary tightness-something we 
do not anticipate in the coming year. 
It is possible that the US will see infla-
tion pressures finally begin to build in 
the New Year, but US companies have 
proven able to maintain profit margins 
without resorting to price increases. 
A low inflation climate is more favorable 
to sound, sustainable economic growth 
and job creation. For African investors, 
where inflation normally runs in the 
double digits, the U.S. market should 
continue to provide an attractive invest-

ment opportunity.

The way is clear for further growth in 
economic activity during the year ahead, 
and a continuation of the past year’s 
strong revival in corporate revenues and 
earnings is expected. For South African 
investors, a particularly attractive cur-
rency window exists for taking funds 
offshore. The local currency started the 
year in a much stronger position, and is 
now at a two-and-a- half year low, trad-
ing at 12.01 to the USD on 19 January, 
2018.

In such uncertain 
environments, it is 
imperative for in-
vestors to stay the 
course, that they 
continue to focus 
on the long term, 

to intimately 
understand the 
risks of having 

most of their as-
sets invested in 
one market, and 
to ensure that 

their portfolios are 
properly diversi-
fied across many 

regions, asset 
classes and 
currencies. 

It is SEI’s view that local investors should 
take advantage of this unique opportu-
nity to increase their offshore exposure. 
While increasing offshore investments 
does not guarantee superior returns to 
the local market, it can bring a much-
needed element of diversification, and 
this can be viewed as good way to 
potentially guard against idiosyncratic 
risk. Independent research has shown 
that the optimal offshore asset level for 
South African retirement funds is in the 
region of 30-35 percent, a level which 
is, strictly speaking, unattainable under 
current exchange control regulations.

Giles Mokoka: Managing Director, SEI 
Investments-South Africa

• Southern Africa Venture 
Capital Association (SAVCA) - 
20th Anniversary Conference, 
21st - 22nd February 2018, 
Stellenbosch, Cape Town, 
South Africa

• HedgeNews Africa Sympo-
sium, February 22nd at the 
Vineyard Hotel in Cape Town

• The 23rd Annual Pension 
Lawyers Association Confer-
ence 25th - 27th February 
2018 - Cape Town Interna-
tional Convention Centre

• The Botswana Pension 
Funds Investment & Manage-
ment Forum, 21st & 22nd 
of March 2018 at the Cresta 
Mowana Hotel in Kasane.

• Pension Funds  and Alterna-
tive Investments Conference- 
2nd Annual Pension Funds 
and Alternative Investments 
Conference 15th-16th March 
2018, Balaclava, Mauritius

• 2nd Annual Pension Funds 
Conference 2018 -18, 19 
& 20 April 2018,  Zimbali 
Coastal Resort, Dolphin 
Coast, South Africa

• Africa Venture Capital As-
sociation (AVCA)- 15th An-
nual conference- 22nd -26th  
April, Marrakech, Morocco

• PensionsAfrica Expo, 15-
17th May 2018, Gallagher 
Convention Centre, Johannes-
burg, South Africa.

• 14th Annual Pensions Con-
ference & The Africa pensions 
Excellence Awards 2018, 
16th- 17th May 2018, Gal-
lagher Conventio centre, Mid-
rand, Johannesburg, South 
Africa.
 

Upcoming Events
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Infrastructure funding gap 
creates opportunities in Africa 

Africa still requires at least US$93 
billion in infrastructure investment 
per annum, with an estimated infra-
structure funding gap of some US$31 
billion per annum.

To page 15

Nazmeera Moola: Investec Asset 
Management

The Standard Gauge Railway project: Kenya, East Africa

African markets have gone through 
a challenging period, marked by 
less accommodative US mon-

etary policy, negative sentiment towards 
emerging markets and the fallout from 
the sharp plunge in commodity prices 
between 2013 and 2015.  Investor sen-
timent towards emerging markets has 

Photo: Courtesy

improved over the last few months and 
many commodity prices have enjoyed a 
bounce. While the fundamental struc-
tural drivers of economic growth on the 
continent are still intact, lack of funding, 
especially in the infrastructure space re-
mains a challenge. 

The fall in commodity prices and slow-
down in economic growth in Africa 
have put pressure on both government 
and international private sector financ-
ing. After steadily increasing direct 
investment in Africa since 2000, Chi-
nese entities have sharply reduced the 
number of new projects since 2013. In 
addition, commercial banks have with-
drawn funding due to worries about the 

Africa growth outlook and Basel III re-
quirements.  Government finances are 
constrained and rising bond yields have 
pushed up Africa’s borrowing costs sig-
nificantly since 2014. 

Private-public partnerships gain-
ing traction

Africa still requires at least US$93 billion 
in infrastructure investment per annum, 
with an estimated infrastructure funding 
gap of some US$31 billion per annum. 
We believe it is an ideal opportunity for 
private-public partnerships (PPPs) to 
provide long-term funding for African 
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infrastructure. This should boost long-
term potential growth on the continent. 
We are starting to see PPPs gaining 
traction.   Investec Asset Management 
is the fund manager for the US$670 
million Emerging Africa Infrastructure 
Fund (EAIF).  EAIF is currently funding 
42 projects across Africa, all of which are 
run by the private sector.  The bulk of 
them rely on offtake agreements from 
the public sector. 

One of the most 
successful countries in 
this space is Uganda, 

where the GET FiT pro-
gramme has provided 
a template for renew-

able PPPs.  Senegal and 
Mali have also suc-

cessfully utilised PPPs. 
For example, the EAIF 
has helped to finance 

the Tobene power 
plant in Senegal. The 
96MW power station 
provides electricity to 

1.5 million Senegalese.   
Boosting energy gen-
eration in Mali is also 
enjoying top priority, 
with the government 
making use of PPPs in 
the power sector.  In-
vestec Asset Manage-
ment is also providing 
financing via the EAIF. 

What is heartening is that we are seeing 
new entrants to this space. The govern-
ment of Benin has identified 45 key in-
frastructure projects worth US$15 billion 
that will be rolled out over the next five 
years. More than 60% of these projects 
will be financed through PPPs.

In our view, insurance and pension funds 
need to develop asset-liability manage-
ment strategies that require good qual-
ity debt instruments with long maturities 
such as investments in the infrastructure 
asset class. The reality is that infrastruc-
ture projects are more likely to be funded 

by development finance institutions (e.g. 
the EAIF, International Finance Corpora-
tion, World Bank, African Development 
Bank and Islamic development banks) 
than by commercial banks and pension 
and insurance funds in developed mar-
kets.    
Infrastructure projects need long-term 
investors who can stay invested, typically 
for 15 to 20 years. Because commercial 
banks have a much shorter investment 
horizon, funding infrastructure projects 
generally does not fall within the ambit 
of these institutions. The mandates of 
pension and insurance funds in devel-
oped markets typically exclude invest-
ment in sub-investment grade debt; 
hence, these funds are also not in a posi-
tion to access infrastructure investment 
opportunities in sub-Saharan African 
countries.      

Pension funds in Africa are still relatively 
small.  The four countries with reason-
ably sized pension funds are Namibia, 
Botswana, Nigeria and Kenya.  Namib-
ia and Botswana are trying to channel 
their funds into infrastructure projects 
in their countries.  However, the flow of 
projects in both has been slow.  Projects 
have been more plentiful in Nigeria and 
Kenya.  In those two countries, pension 
funds are relatively new and are there-
fore risk averse.  They desire liquidity – 
which infrastructure investing does not 
offer.  

Strong demand for long-term 
funding  

The African debt markets are much less 
developed than those of the large finan-
cial markets, such as the US.  In particu-
lar, the corporate credit markets are still 
in their infancy.  Therefore, private sec-
tor real estate developers, infrastructure 
sponsors and companies are much more 
dependent on either bank funding or 
private debt funding to grow.  In the last 
three years, the breadth and depth of 
the credit market have both expanded 
significantly as the number and size of 
issuers have grown.

While there is some liquidity in sover-
eign debt markets, this has fallen signifi-
cantly in recent years.  The private credit 
markets, which include infrastructure, 

are by definition illiquid.  However, in-
vestors in these areas are well aware of 
the constraints and benefits of these in-
vestments. 

The slowdown in economic growth has 
had a bigger impact on the supply of 
capital than on potential ventures on 
the continent.  Many projects have been 
shelved.  But given the lack of facilities 
in many countries, there are still viable 
projects and opportunities for business 
expansion. This is particularly true in the 
infrastructure space.  However, even 
within the broader economies, there is a 
huge lack of shopping facilities, schools 
and accessible financial services.  
Ensuring the long-term viability of 
projects

Our decision to invest in a credit op-
portunity is always dependent on:  (1) 
the fundamental assessment, (2) market 
conditions, (3) supply and demand dy-
namics, and (4) valuations. 

We seek to find projects where the 
fundamentals are intact.  Challenging 
market conditions have resulted in less 
demand for credit from other providers.  
We have therefore found that valuations 
have become much more attractive. But 
we remain very cautious, making sure 
the fundamental assessment is solid be-
fore we consider investing.  

In order to induce private sector financ-
ing into infrastructure, it is crucial that 
projects are commercially and financially 
viable at initiation. The availability of 
reasonably priced debt is a key determi-
nant of commercial viability. However, 
the deteriorating economic circumstanc-
es have also brought challenges that 
must be carefully considered with all 
new projects. These are primarily: 

• Finding private sector sponsors still 
willing and able to bring projects to frui-
tion;
• Where offtake agreements are re-
quired, securing the revenue stream that 
will fund the projects; and
• Retaining the affordability for end us-
ers of the newly built infrastructure. 

Despite the challenges, we are still able 
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to find viable, bankable investments in 
Africa at this juncture.  The shortage of 
traditional sources of funding has pro-
vided an opportunity for private sector 
funding to fill the          gap – and to 
make good long-term returns.  

Conclusion 

While the fundamental structural drivers 
of economic growth on the continent 
are still intact, governments in Africa 
have a key role to play in attracting more 
investments into infrastructure. In short: 

• They need to create clear regulatory 
environments that allow projects to be 
structured in a manner that makes proj-
ects financially viable and provides suf-
ficient protection to project sponsors. 
Greater transparency, clearly defined 
regulatory frameworks and appropriate 
policies will help to bolster private sector 
investment.   
• The focus should be on infrastructure 
programmes instead of mega projects.  
We believe smaller, replicable projects 
are more likely to go ahead.  South Af-
rica’s renewable energy programme and 
Uganda’s GET FiT programme provide 
ample evidence of this.  
• Correctly pricing infrastructure for 
end users is crucial. Political and socio-
economic realities need to be balanced 
with the need to introduce more mar-
ket-related pricing that is less reliant on 
government subsidies. 
• Pension funds should be allowed to 
invest in regional projects to facilitate 
diversification and project programmes.  
While countries would prefer their scarce 
savings to be channelled into local proj-
ects, these are often not available.  In 
contrast, regional projects that could 
create significant regional benefits are 
neglected.
• The development of local bond mar-
kets should be supported.     
• Political stability and liberalisation in 
foreign exchange markets should help 
to build investor confidence. 

JOHANNESBURG, Feb 5 - South Africa’s Public Investment Corporation (PIC), 
Africa’s biggest investment fund, said on Monday it had given cash-strapped state 
power firm Eskom a 5 billion rand ($416 million) loan to fund the utility’s operations 
in February. The country’s sole power supplier has said it is facing serious liquidity 
issues. Eskom is emerging from a leadership crisis and appointed a new board of 
directors last month.
The PIC, which holds a large chunk of government bonds and stakes in leading South 
African companies, said in a joint statement with Eskom that it was approached by 
the power firm, which is “experiencing enormous liquidity constraints.”
The loan, given on behalf of the Government Employees Pension Fund, is backed by 
a government guarantee, the PIC said, adding that it welcomed the board changes 
at Eskom.
In addition to the loan, Eskom said it had approached other lenders for more fund-
ing, including commercial banks. The utility has said it plans to raise 20 billion rand 
to fund its operations.
Credit ratings agencies have said South African state firms such as Eskom should 
be reformed and they also cite the cost of propping them up as a threat to public 
finances. ($1 = 12.0232 rand)

Source: Reuters

South Africa's Public Investment 
Corp gives loan to Eskom
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Futuregrowth has partnered with the Gauteng 
Partnership Fund (GPF) to provide funding to property 
developers investing in projects that add to the supply 
of rental accommodation in the affordable housing 
sector in the Gauteng province.

PensionsAfrica Feb 2018- Mar 2018         www.pensions-africa.com 17

Investments

Investing more 
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Affordable 
Housing 
Market
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Futuregrowth has committed R250 mil-
lion of senior debt which will be used to 
fund developments alongside the GPF’s 
junior debt and the property developer’s 
own equity investment into the devel-
opment. 
The GPF is a fund which was established 
by the Department of Human Settle-
ments, with a vision to be: “The partner 
of choice in affordable housing delivery 
in Gauteng”. By focusing on leverag-
ing off the synergies between both the 
public and private sector as funders of 
long-term and sustainable housing de-
velopments, the GPF and Futuregrowth 
are a prime example of where the “two 
worlds” can come together on commer-
cial terms for the greater good of our 
country.
 
Hemmingway Heights, Vanderbijlpark - 
one of the first projects we approved
Many South Africans are faced with a 
long daily commute to and from work, 
and in the current economic climate the 
transport costs eat into people’s incomes 
to the point that basic needs (like food) 
can at times be extremely difficult to af-
ford. Imagine earning R10 000 a month, 
and needing to use a significant portion 
of this on transport over and above pay-

ing for essential items like food, cloth-
ing or school fees. This is where the 
availability of affordable, good quality 
accommodation close to one’s place of 
work is a great alternative.  

When considering affordability, the 
following is taken into account:

• Units are aimed at families with a 
household income up to R18 000;
• The monthly rental payments may not 
take up more than 35% of household 
income; and
• Rental developments are located with-
in 10km of a CBD.

The R250 million committed by Future-
growth on behalf of our clients will be 
used to fund up to 60% of the total de-
velopment costs on approved projects. 
This will be repaid over a 15 year term 
through the monthly rental income re-
ceived from the building tenants. 

The main types of projects that will be 
funded range from refurbishments/
conversion of existing buildings into 
residential units to greenfield develop-
ments, i.e.  constructing a residential 
development on previously vacant or 

undeveloped land.
The committed funding may also be 
channelled towards student accommo-
dation. This sector is currently facing a 
crisis of large proportions due mainly 
to the shortage in supply of accommo-
dation as well as the unaffordability of 
some developments. 

According to a review carried out by 
Department of Higher Education and 
Training in 2011, less than 10% of first-
year students can be accommodated in 
the on-campus residences at our public 
universities as well as the Technical and 

Thina Tiyo: Investment Analyst, Future-
Growth 
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Vocational Education and Training Col-
leges. 
The “Fees Must Fall” movement and 
students’ grievances are being brought 
more and more to the fore, a clear indi-
cation that something needs to be done. 
Perhaps a part of the solution to this 
crisis lies in both the public and private 
sector “pulling in the same direction” to 
deliver the units needed at affordable 
prices to foster a conducive learning en-
vironment for this country’s future.
 
Hemmingway Heights
One of the first projects approved as part 
of this joint-funding agreement with the 
GPF is a development in Vanderbijlpark 
called Hemmingway Heights. Situated 
in southern Gauteng in the Vaal, this 
affordable rental housing development 
has 84 units each with two bedrooms 
and one bathroom. 
The Vaal is a major industrial region with 
an established road network and public 
transport system to service its popula-
tion and has a wide variety of amenities 
available for residents. Hemmingway 
Heights was built by an established and 
experienced developer who has com-
pleted projects in Gauteng as well as 
KwaZulu-Natal. Construction started in 
early 2016 and by September 2016 the 

From page 17

development had received the required 
occupation certificate from council al-
lowing the first tenants to move in.
To date, we have approved funding for 
seven developments (five affordable 
rental housing and two student hous-
ing developments) with another afford-
able rental development currently going 
through our internal credit approval pro-
cess. 
Futuregrowth’s main aim is to achieve 
commercial returns for our clients, in line 
with the risk being taken, while contrib-
uting to the supply of the fundamental 
need for housing in our country.
By investing alongside a partner like the 
GPF, we can pool skills and resources to 
deliver quality, affordable accommoda-
tion which is close to people’s places of 
work. This has a knock-on effect on in-
dividuals’ financial health and the well-
being of many families in the Gauteng 
Province. 

Hemmingway Heights, Vanderbijpark: One of the first projects to be approved 

Thina Tiyo-Investment Analyst at 
FutureGrowth. Thina is responsible for deal 
origination in unlisted market, 
investment analysis and deal negotiation 
and structuring. In addition she plays a 
supporting role in the execution and 
implementation of deals. 

PensionsAfrica® put a few questions 
to Thina Tiyo, FutureGrowth's Invest-
ment analyst regarding this partner-
ship fund.

PA: Who is eligible for this 
      funding?

Thina: The funding committed has 
a number of eligibility criteria which 
each development assessed for po-
tential funding should meet. These 
criteria include a minimum senior 
debt amount, various predetermined 
covenants, properties funded need to 
be within a certain proximity from a 
main city centre as well a minimum 
number of units per development. 

One of Futuregrowth’s key drivers to-
wards entering into this joint-funding 
arrangement with the Gauteng Part-
nership Fund (GPF), was to make 
funding available to those developers 
that met the predetermined require-
ments and would be able to deliver 
good quality and affordable accom-
modation to the people of Gauteng 
while ensuring that Futuregrowth’s 
client funds earn returns commen-
surate with the risk inherent in these 
types of investments.

PA:  Futuregrowth’s client funds     
       Do these include pension     
       funds?

Thina: Yes, Futuregrowth’s client 
funds include pension funds as well 
as a variety of other types of clients.

PA: Who are some of the 
      current recipients of this    
       funding.

Thina: Currently, seven new proper-
ty developments have been approved 
for funding. Five of these develop-
ments are focussed on delivering af-
fordable rental housing and will col-
lectively provide more than 450 units 
to the market. The other two devel-

More On FutureGrowth & 
GPF's partnership fund.

To page 19
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opments are in the student accom-
modation space and will bring more 
than 350 student beds to this market 
which has a dire shortage of supply.

PA: In terms of Project and fund 
management - is Futuregrowth 
involved?

Thina: Each of the property de-
velopers which have been funded 
under this facility employ an experi-
enced professional team to execute 
the planned development and a 
project manager would form part of 
this team. Additionally, the GPF has 
the necessary skills in-house to pro-
vide further oversight in terms of the 
construction progress on-site and to 
ensure that the development is com-
pleted within the estimated time and 
budget as well as the planned speci-
fications. Frequent progress reports 
during the construction period ensure 
that the lenders are kept abreast of 
the progress on site. Once construc-
tion is complete, a property manager 
would then be employed by the de-
veloper. The duties of the property 
manager could include tenant vet-
ting and screening, rental collection, 
ensuring any maintenance issues that 
arise are resolved, attending to secu-
rity concerns, etc.

PA: What time-lines are set for 
the funding and what are some 
of the expected outcomes, total 
number of projects or units?

Thina: The committed funding is 
available for a period of two years 
which may be extended if mutually 
agreed by Futuregrowth and the GPF. 
And while there are no specific out-
comes with regards to a specific num-
ber of units or developments, both 
Futuregrowth and the GPF have been 
working tirelessly to ensure that the 
committed funding is invested in 
qualifying projects to deliver the 
much-needed supply of affordable 
housing units in Gauteng, the most 
densely populated province in our 
country.PA

Background
Pension funds and other institutional investors play an increasingly critical role 
in long-term finance and capital markets, through the mobilization and alloca-
tion of stable, long term savings to support investment. The different levels 
of development of pension systems in Africa provide a useful context for ex-
change of knowledge and expertise amongst industry participants across the 
continent, with some countries having well developed private pension systems 
and others only moving to funded pension schemes

It is in this context that the MFW4A Secretariat, with the support of leading 
pension industry participants from across Africa has decided to establish the 
Africa Pension Funds Network (APFN).

The Africa Pension Fund Network provides a platform for exchange of knowl-
edge and expertise amongst industry participants across the continent. The 
network also facilitates cross-country collaboration through co-investments 
and peer-to-peer learning and provides a forum for engagement with other 
financial sector stakeholders at the Pan-African level.

Main Achievements 
• Developed a functional intranet platform to connect members, which allows 
for the identification of opportunities for collaboration, exchange of docu-
ments, ideas and discussions;

• Established an intranet based library with virtual knowledge resources, from 
within and outside the continent, including member generated content; and

• Supported publication Pension Funds and Private Equity - Unlocking Africa's 
Potential, available in the Knowledge Centre. 

Membership 
Current Membership includes:
• South African Retirement Industry Association (BATSETA)
East and Central Africa Social Security Association (covering Burundi, Kenya, • 
Rwanda, Tanzania, Uganda, and Zambia) 
• Pension Fund Operators Association of Nigeria 
• Botswana Pensions Society 
• Namibia Pensions Society
• Governance Structure
• Chair: Dave Uduanu, Pensions Alliance, Nigeria
Vice Chairs: Wanjiru Kirima, BATSETA South Africa 
• Margaret Osure, East and Central Africa Social Security Association

Source: MFW4A

Africa Pension 
Funds Network 
(APFN) profile
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Following extensive 
public consultation, SARS 
has made significant 
changes to the tax laws 
governing contributions to 
and benefits from the 
different types of 
retirement funds.  

Harmonisation of the taxation 
of retirement contributions 
and benefits in South Africa 
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In South Africa, contributions to and 
benefits from the different types 
of retirement funds, being pension 

funds, provident funds and retirement 
annuity funds historically each had their 
own different, complex rules regulating 
tax deductions and limitations.

Simplistically, a tax deduction was not 
permitted for contributions to a provi-
dent fund; and pension funds and retire-
ment annuity funds each had their own 
set of complex deduction rules. The re-
tirement pay out from a provident fund 
was however not subject to any limits or 
tax, whereas the pay out on retirement 
from a pension fund or a retirement an-
nuity fund was subject to complex taxa-
tion rules and limitations.

This regime proved confusing and dif-
ficult for taxpayers who often did not 
understand the differences between the 
various retirement funds and the practi-
cal implications of the different rules.

Following extensive public consultation, 
SARS has made significant changes to 
the tax laws governing contributions to 
and benefits from the different types of 
retirement funds.  This amended legisla-

tion came into effect on 1 March 2016. 

The new regulations are intended to 
significantly simplify the tax treatment 
of contributions to and benefits from 
retirement funds by treating all funds 
in the same way for tax purposes. They 
also regulate how a person must man-
age their funds at retirement and pro-

vide an opportunity for individuals to 
obtain a larger tax saving in the process 
of increasing contributions to their re-
tirement funds.  In essence, these regu-
lations are trying to encourage everyone 
to save more and preserve their funds 
for longer into their retirement. 

The new regulations can be looked 
at under five broad categories.  

Tax deduction for contributions 
made to a fund

As of 1 March 2016,  irrespective of 
whether a person has a pension, provi-
dent or retirement annuity fund, or even 
a combination of these, each individual 
will qualify for a tax deduction of up to 
27.5% of the greater of taxable income 
or remuneration, to a maximum of R350 
000, per year.  This limit applies to the 
total contributions made to all funds for 
the year by both the employer and the 
employee.

Employer contributions to a fund 

Contributions by employers to pension, 
provident and retirement annuity funds 

To page 28

Dale Cridlan: Tax practitioner, Norton 
Rose Fulbright



A look at Kenya's Pensions & 
Retirement Industry 
The Kenya pensions and retirement industry has 
recorded an unprecedented growth over the last 
decade, with current AUM figures close to 1 Trillion 
Shillings ($9.8Bil) In this two part feature-Part 1 we profile RBA CEO.

Mr.Nzomo Mutuku: Ag CEO, Retirement Benefits Authority (Kenya), , Photo:RBA

Country Focus-Kenya

Nzomo Mutuku is since May 1, 2017 the Acting Chief Executive Officer of the Retirement Benefits Authority in Kenya. 
Prior to his appointment, Mr. Mutuku worked at the National Treasury as the Senior Advisor, Financial Sector and Act-
ing Director, Financial and Sectoral Affairs Department working on policy matters relating to financial sector develop-

ment including financial inclusion, efficiency and stability.  Previously he was the Chief Manager, Research & Development at 
the Retirement Benefits Authority and has also worked in the Research Department of the Central Bank of Kenya.  

Mr Mutuku holds a Masters of Arts degree in Economics as well as a first class honours Bachelor of Arts (Economics) degree 
from the University of Nairobi and a Certificate in Digital Money from Tufts University. He has also undertaken training in 
pensions and financial markets in various countries including the UK and Canada and at Harvard University and the Wharton 
Business School in the United States. 
He has authored a number of papers on financial sector issues including “the Case for Consolidated Financial Sector Supervi-
sion in Kenya“ and “the Impact of the Global Financial Crisis on the Pensions Sector in Kenya” which are widely quoted in 
the region.
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PA  What is the current state of 
the pensions and retirement 
industry in Kenya. 

NM  In general, Kenya’s pension indus-
try is relatively stable and vibrant com-
pared to most countries in Africa. How-
ever, other countries like South Africa 
and Nigeria are ahead of Kenya in terms 
of pension assets and coverage. It is im-
portant to note we share common chal-
lenges like covering the informal sector 
and the self-employed. We still grapple 
with issues of pension adequacy (re-
placement rate) and this is the main 
thrust of the NSSF reforms –NSSF Act 
2013.

Old NSSF Act NSSF Act, 2013

Employer contribu-
tion rate: 5% of basic 
salary, capped at Shs. 
200

Employer contribution 
rate: 6% of pension-
able earnings

Employee contribu-
tion rate: 5% of basic 
salary, capped at Shs. 
200

Employee contribution 
rate: 6% of pension-
able earnings

No tiered contribu-
tions

Tier I and Tier II con-
tributions

Pensionable earnings: 
All wages payable to 
employees excluding 
fluctuating emolu-
ments

On overall the retirement benefits as-
sets under management grew by 5.23 
percent from Kshs. 912.66 Billion in De-
cember 2016 to Kshs. 963.05 in June 
2017. 
Overall Industry Investment Vs 
Statutory Maximum 

Comparing with the same  period  last  
year  (June  2016)  the  assets  grew  
by  13.63%  up  from  Kshs.  831.78 
billion.

The slight growth of the assets can be 
attributed to the gradual recovery in 
the stock market after the bank crisis in 
2016 and the election fever.
Currently, there are 1248 registered 
schemes with over 2.4 million members ( 
inclusive of National Social Security fund 
(NSSF). There are 18 fund managers, 10 
custodians, and 29 administrators.

PA   Outline a brief history of the 
retirement and pensions industry 
in Kenya- with key regulatory and 
reform milestones.

NM  Over the last decade, Kenya has 
undertaken a major reform of parts of its 
pension system. Whereas the primary 

motivation for reform of pension sys-
tems in many countries worldwide has 
been to address the growing fiscal bur-
den of pension liabilities, in Kenya the 
major driver for reform was to strength-
en the governance, management and 
effectiveness of the existing pensions 
system. 

A new Retirement Benefits Act was 
enacted in 1997 and a comprehensive 
framework of regulations was imple-
mented three years later in 2000. The 
Act created a regulatory authority, the 
Retirement Benefits Authority whose 
main mandate was to regulate, super-
vise and promote the development of 
the retirement benefits sector in Kenya. 

Reform of the National Social Security 
Fund, the mandatory scheme for all for-
mal sector employees in Kenya (other 
than public service employees) has also 
been firmly on the national agenda with 
wide debate on the nature and extent of 
role the NSSF should play as part of the 
pension and social protection system in 
Kenya. 
Kenya also has a separate pension plan 
for public service employees financed on 
a pay-as-you-go basis which is currently 
also part of the broader pension reform 
programme under consideration. A law 
was passed recently to have the scheme 
convert to contributory

RBA was created as part of the Gov-
ernment’s financial reforms to mobilize 
domestic savings, develop the capital 

Country Focus-Kenya

To page 24 
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market and enhance economic develop-
ment.

The primary objective of RBA is to pro-
tect the interest of members and spon-
sors of schemes, to develop the sector 
and to alleviate  old age poverty through 
enhanced saving for retirement.

Prior to the creation of RBA, there was 
no harmonized legal framework govern-
ing the sector. This resulted in the well-
documented cases of misappropriation 
of scheme funds, dubious investments 
of members’ funds, denial of benefits to 
members, delay in payments of benefits, 
and a myriad of other ills within the sec-
tor.

PA  Kenya has witnessed a huge 
growth over the years in the 
retirement industries AUM’s- 
what are some of the key levers 
and sectors associated with this 
growth.

NM  Overall, this growth can be attrib-
uted to the expanding kitty from mem-
ber contributions and diversified invest-
ments by the pension schemes.

The assets under fund management 
include Kshs.133.62  billion of NSSF 
funds that are managed  by  5  external  
managers.  Assets  managed  internally  
by  NSSF  are  majorly  in immovable  
property, quoted  equities, fixed  depos-
its,  as well as  unquoted securities. The 
schemes continued to invest heavily in 
government  securities  with the asset 
class recording 36.7 percent of the total 
assets under management.

There is also the  Trustee Development 
Programme Kenya which was launched 
in August 2011 to improve scheme ad-
ministration and governance. 

By June 2017, over 3,681 trustees had 
been certified and over 77 non Kenyans 
had been trained through the pro-
gramme.
This has seen schemes’ governance 
greatly improve and we are currently 
reviewing the programme to make it 
relevant to growing and changing needs 
of the sector. RBA has been implement-
ing various programmes and initiatives 
to enhance pension coverage and the 
development of the sector. We target 
business owners and employers with 
messages on the importance of estab-
lishing a pension arrangement for their 
employees.

Employers don’t have to establish a fully-
fledged pension scheme if they have few 
employees. We’ve registered umbrella 
pension schemes, which allow employ-
ers to register members from different 
companies to save for retirement.

Another major driver for reform that has 
seen the industry is due to strengthened 
governance, management and effective-
ness of the existing pensions system. 
To ensure integrity and financial health 
of the schemes, the Authority has now 
adopted ‘risk-based supervision’ mean-
ing there is quick intervention whenever 
a scheme shows signs of ‘ill-health’.

PA   Although the retirement in-
dustry in Kenya has grown over 

the years, the issue of coverage, 
especially the informal sector has 
been a challenge. What are some 
of the measures in place to in-
crease coverage within this sector 
which forms a huge percentage of 
the Kenyan workforce.

NM  The Authority has taken a multi-
faceted approach. The Authority is cur-
rently carrying out media campaigns to 
encourage individuals to save for their 
retirement. The Authority is also engag-
ing the people in the informal sector and 
various business owners to establish 
schemes for their employees or enroll 
them in already existing schemes. The 
Authority also undertakes various pub-
licity campaigns, e.g., Road shows, Agri-
cultural Society of Kenya Shows, sensi-
tizing county governments through their 
fora, and placed adverts in media both 
radio and TV preaching the same mes-
sage on the importance for saving for 
retirement amongst other efforts. 

Going forward, the authority is plan-
ning to have Automatic enrolment into 
pension schemes introduced so that we 
have all eligible workers and the self-
employed covered.

PA   Has Kenya considered micro 
pensions and if yes, what are the 
current numbers.

NM  The informal sector is biggest em-
ployer in Kenya with 85% of workers. It 
creates most new jobs in Kenya. [>90% 
of jobs in the continent] and contributes 
significantly to GDP, about 18%. 

To page 25 
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Earnings in the sector are irregular, gen-
erally low making it difficult to make 
predetermined monthly contributions as 
prescribed by normal pension schemes 
towards their retirement savings.

The Authority is engaging the people in 
the informal sector and various business 
owners to establish schemes for their 
employees or enrol them in already ex-
isting scheme.
One particular scheme that has gener-
ated global interest is the Mbao Pension 
Plan, launched in June 2011 and target-
ing members from the informal sector. 
The term Mbao is a colloquial term 
meaning 20 shillings in Kenya. It denotes 
that members save on average 20 Kenya 
shillings (0.2US dollars) every day. 

To encourage establishment of this 
scheme the authority had to ‘bend’ the 
law to allow flexibility befitting people 
in the informal sector. In this scheme, 
contribution is voluntary and there 
are no strict deadlines on deposits and 
withdrawals. Mbao membership stands 
at over 100,000 members with a fund 
value of Kshs. 119 million as at Decem-
ber 2016. 
A study supported by World Bank has 
been done and there are recommenda-
tions on how to make the scheme ro-
bust.
Employers don’t have to establish a 
fully-fledged pension scheme if they 
have few employees. We’ve registered 
umbrella pension schemes, which allow 
employers to register members from dif-
ferent companies to save for retirement. 
This works so well with the informal 
sector where members can now enrol 
in individual pension schemes under an 
umbrella scheme.

PA   Kenya has introduced a new 
universal social security scheme- 
kindly provide an update on this 
development especially from a 
regulatory point of view.

NM  Under the plan labelled Inua Jamii 
(Swahili for ‘Uplift Society’),  more than 
700,000 elderly will receive a bi-month-
ly stipend of Sh4,000 and also get a Na-
tional Health Insurance Fund (NHIF) 
cover.

The stipend, considered a non-contribu-
tory social pension for the elderly, is be-
ing implemented by the Ministry of East 
African Community, Labour and Social 
Protection.
Senior citizens aged 70 and above will 
receive the first bi-monthly government 
stipend of Sh. 4,000 in March which will 
comprise monthly disbursements for 
January and February under the Inua 
Jamii plan.
This is an enhancement given that the 
previous cash transfer initiated in 2012 
targeted individuals above 65 years liv-
ing in extreme poverty.
Better health care has seen life expec-
tancy in the country rise even as the el-
derly lack pension plans. It gets worse if 
they live in urban areas where inflation is 
unforgiving in a period when the social 
setup of relying on relatives is collaps-
ing.
Labour and Social Protection secretary 
Phyllis Kandie has revealed that the 
government will disburse monies for the 
Programme this March (2018).
They will also get free medical cover 
through the National Hospital Insurance 
Fund (NHIF).  To qualify for the Inua Ja-
mii scheme, senior citizens ought to have 
been born before 1947 and with valid 
first generation identification cards.

The 2009 National Census projected the 
2017 population of older persons aged 
70 and above at 973,000. (A) World 
Health Organisation (WHO) report of 
2015 estimates life expectancy in Kenya 
at 63 years. When the cash transfer pro-
gramme for those aged above 65 was 
introduced in 2012, the plan was to en-
sure that the country’s senior citizens do 
not slide into extreme poverty, hunger 
and consequent premature death.

PA   How will Kenya achieve a sus-
tainability for this new universal 
scheme from a funding perspec-
tive. (NSSF, NHIF, Elderly people 
cash transfer) 

NM  The Treasury allocated Sh6.7 billion 
to kick off the scheme in January for the 
half year to June, implying the social se-
curity plan will cost taxpayers Sh13.4 
billion annually. 
Going forward, there is a proposal for a 
National retirement benefits policy that 

would see civil servants to start con-
tributing towards their retirement as 
opposed to the current scenario where 
treasury allocates funds each year for 
retirees.
This Policy provides a framework for the 
provision and management of retire-
ment benefits in Kenya and  seeks to 
have measures in place to broaden pen-
sion coverage in both formal and infor-
mal sectors to enhance social protection 
for all citizens.
An appropriate strategy for implemen-
tation of the policy will be put in place 
together with a Monitoring and Evalu-
ation (M&E) framework to monitor the 
progress and assess the level of achieve-
ment of the specific targets.

Review of the National Social 
Security Act is in the pipeline

Old NSSF Act NSSF Act, 2013

Employer contribu-
tion rate: 5% of basic 
salary, capped at Shs. 
200

Employer contribution 
rate: 6% of pension-
able earnings

Employee contribu-
tion rate: 5% of basic 
salary, capped at Shs. 
200

Employee contribution 
rate: 6% of pension-
able earnings

No tiered contribu-
tions

Tier I and Tier II con-
tributions

Pensionable earnings: 
All wages payable to 
employees excluding 
fluctuating emolu-
ments

PA  Across Africa, pension funds 
are considering investing in infra-
structure projects to cover the cur-
rent funding gap estimated to be 
close to $100 billion annually. 
What is the Kenyan take on this 
and is there any projects so far 
funded by pension funds? 

NM  This is the way to go. 
Invested through the Capital Market, 
pension funds in Kenya form a huge 
chunk in government issued infrastruc-
ture bonds. A case in point is the Ken-
Gen infrastructure bond that raised 

From page 24 
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Before the introduction of the 
Umbrella Scheme, there were 3 
types of pension plans in Kenya; 

the Public Service Pension Fund, Occu-
pational Retirement Benefits Schemes 
and Individual Retirement Benefits 
Schemes.  Recently, a fourth type of 
pension plan was introduced. This is the 
umbrella pension scheme. The scheme is 
provided for by the Retirement Benefits 
(Umbrella Retirement Benefits Schemes) 
Regulations. 

What exactly is an umbrella pen-
sion scheme and how is it oper-
ated and regulated?

An umbrella scheme is a pooled retire-
ment fund made up of several employ-
ers. In simple terms it is a single fund to 
which many different companies can be-
long. The establishment and operation 
of the scheme is like that of the other 
schemes. It is also regulated by the Re-
tirement Benefits Act and supervised by 
the Retirement Benefits Authority. 

An employer who wants to participate 
in the umbrella scheme will look at the 
suitability of the scheme and through 

a deed of adherence, bind itself to the 
trusts of the scheme and participate in 
the provision of retirement benefits to 
its employees on the terms expressed in 
the scheme rules. 

When the employer is considering 
an umbrella scheme to join, they 
look at whether the scheme:

1. Is registered under the Act;
2. Is fully funded;
3. Has qualified service providers; and
4. Has the professional and technical      
    capacity to manage a multi-employ      
    er scheme.

Is it any different from previously 
existing schemes?

Firstly, this scheme is provided for under 
separate regulations which is the Re-
tirement Benefits (Umbrella Retirement 
Benefits Schemes) Regulations. 

Secondly, in an umbrella scheme, the 
membership is made up of employees of 
a participating employer.  The members 
of the scheme can either be engaged in 
the same trade/ profession or have no 

commercial or professional relationship 
to each other. This bears some similarity 
to individual retirement benefit schemes 
which is open to any individual who 
is employed and above the age of 18 
years. 

It is however different from occupation-
al retirement benefits schemes whose 
membership is only open to employees 
of a specific organization.

Umbrella Funds - The New 
Scheme In Town 
An umbrella scheme is a pooled retirement fund made 
up of several employers. In simple terms it is a single 
fund to which many different companies can belong.

Carole Ayugi: Managing Partner MMAN 
Advocates.
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Umbrella Schemes

How will the fund be managed?

A trust deed must have a Trust Deed 
containing a set of general rules and 
special scheme rules for participating 
employers. The special scheme rules 
touch on;

1. Date of participation; 
2. The rates of contribution; 
3. Retirement age; and 
4. Power of amendment of the       
         special rules by the parties

A participating employer in an umbrella 
scheme must nominate three of its mem-
bers to form a management committee 
whose duty shall be to keep the par-
ticipating employer informed on matters 
and activities of the scheme. 

The Scheme is administered and man-
aged by a board of trustees or a trust 
corporation. The number of trustees 
should be 9; five of whom are nomi-
nated by participating employers from 
amongst members of the management 
committee and four whom are nomi-
nated by the sponsor. Trustees shall hold 
office for a period of 3 years but shall be 
re-eligible for appointment for an addi-
tional term of three years.

Benefits of an umbrella scheme. 

(a) It provides a cost-effective option 
for small or medium sized companies 
for whom it would be a financial bur-
den to establish their own schemes.
  
(b) It offers a simple and cost-effective 
way for employees and employers to 
access retirement benefits. 

(c) It enables companies avoid nu-
merous administration costs that they 
would have originally been subjected 
to such as preparing and submitting fi-
nancial statements and actuarial valu-
ations.

(d) In joining an umbrella scheme 
there is savings and gains on econo-
mies of scale as the costs of running 
the scheme are shared with other em-
ployers and it allows for pooling of re-
sources. 

This in turn boosts the scheme’s invest-
ment capacities to invest in what they 
previously would not have been able 
to. 
An example of such an investment is 
the Heathrow Airport in London. It is 
known as the busiest airport in Europe 
which more than 1,000 flights landing 
and taking off daily. 
What most people do not know is that 
in 2013, 8.65% of its stake was bought 
by a the Universities Superannuation 
Schemes. It is one of the largest principal 
private pension schemes for universities 
& other higher education institutions in 
the UK. 

The Scheme is admin-
istered and managed 
by a board of trustees 
or a trust corporation. 
The number of trust-
ees should be 9; five 
of whom are nomi-
nated by participat-
ing employers from 
amongst members 
of the management 
committee and four 

whom are nominated 
by the sponsor. Trust-
ees shall hold office 

for a period of 3 years 
but shall be re-eligible 

for appointment for 
an additional term of 

three years.

The stake was valued at 392 million 
pounds and is the largest infrastructure 
investment to date. It is an attractive 
investment that will bear high returns 
not only to the Scheme but also to the 
United Kingdom by providing jobs and 

promoting economic growth. 

The Scheme has already committed to 
financing the construction of Heath-
row’s new runway. This shows the capa-
bility of schemes to make large invest-
ments especially with pooled resources 
and commitment to a common goal. 

Downside of an umbrella scheme.

The main problem resulting in this 
scheme is that the scheme is managed by 
a small representative committee which 
apparently is supposed to fully represent 
the interests of all employers. Input on 
important issues such as the scheme’s 
investment strategy and distribution of 
death benefits is left to the determina-
tion of the Board of Trustees only.  It is 
prudent that the Trustees find ways of 
ensuring that most if not all employers 
voices are heard e.g. during AGMs.

Examples of umbrella schemes in 
Kenya

The Retirement Benefits Authority re-
cently registered 16 umbrella retirement 
schemes. An example of one of this is 
the Zamara Fanaka Retirement Fund es-
tablished by Zamara Actuaries, Adminis-
trators and Consultants Limited.
We understand that it presents a profes-
sional and well-managed programme 
requiring minimal employer involvement 
thus allowing the employer to focus on 
its core business. 
This step by the Authority will hopefully 
encourage other existing non-registered 
umbrella schemes to register with the 
Authority and new umbrella schemes to 
be set up.

Carole Ayugi: 
Carole is the Managing Partner and Head 
of Employment & Pensions Practice Group 
at MMAN Advocates. She has over 15 
years' experience in commercial and cor-
porate law with a focus on Employment & 
Pensions, Corporate Transactions, Projects 
and Alternative Dispute Resolution. She 
can be reached on cayugi@mman.co.ke 
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The de minimus 
threshold is increased 

from R75 000 to 
R247 500 meaning 

that members with a 
fund worth no more 
than R247 500 at re-
tirement will be able 
to withdraw the full 

amount and will not be 
required to purchase 

an annuity.  This effec-
tively means that only 
members who have a 
retirement benefit in 
excess of R247 500 
will be required to 

annuitise.  This thresh-
old will only become 

applicable on 1 March 
2019 when the re-

quirement to purchase 
an annuity becomes 

effective. 

close the perceived loophole whereby 
Estate Duty was avoided by making 
excessive contributions to retirement 
funds and  other amendments are part 
of the wider retirement reform objective 
of harmonising the tax deductibility of 
contributions to the different types of 
retirement funds. 
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Dale Cridlan: is a tax practitioner special-
ising in corporate tax, corporate restructur-
ing, mergers and acquisitions, deal structur-
ing, due diligence and structured finance. 
His practice experience includes advising 
on tax disputes with revenue authorities, 
restructuring of groups of companies, tax 
aspects of debt and equity financing, tax 
aspects of corporate acquisitions and dis-
posals and mining tax.L

on behalf of employees will become a 
taxable fringe benefit for the employee. 

Requirement to purchase an 
annuity

The new regulations permit a withdrawal 
on retirement of up to one-third of the 
total balance of the fund as a lump sum, 
with the remaining two thirds of their 
retirement benefit being used to pur-
chase an annuity that will pay a monthly 
amount for the rest of the person’s life.  
The effective date of the obligation to 
purchase an annuity has been delayed 
until 1 March 2019.

If you are 55 years or older on 1 
March 2016

Members of retirement funds who are 55 
or older on 1 March 2016 are exempted 
from the new regulations and can access 
their full provident funds at retirement, 
including any contributions made after 
1 March 2016, if the member remains 
with the same provident fund.

De minimus threshold increased
 
The de minimus threshold is increased 
from R75 000 to R247 500 meaning 
that members with a fund worth no 
more than R247 500 at retirement will 
be able to withdraw the full amount and 
will not be required to purchase an an-
nuity.  This effectively means that only 
members who have a retirement benefit 
in excess of R247 500 will be required 
to annuitise.  This threshold will only be-
come applicable on 1 March 2019 when 
the requirement to purchase an annuity 
becomes effective.

The new rules only apply to contributions 
made after 1 March 2016.  The total bal-
ance in a provident fund on 29 February 
2016, together with any growth in that 
balance, will be available for a member 
to withdraw in full at retirement. Only 
the amount contributed after 1 March 
2016, together with any growth on that 
will be subject to the new regulations. 

The recently enacted 2017 Tax Laws 
Amendment Act has brought into effect 
a few further amendments to the retire-
ment fund regime.  These amendments 

• Southern Africa Venture 
Capital Association (SAVCA) - 
20th Anniversary Conference, 
21st - 22nd February 2018, 
Stellenbosch, Cape Town, 
South Africa

• HedgeNews Africa Sympo-
sium, February 22nd at the 
Vineyard Hotel in Cape Town

• The 23rd Annual Pension 
Lawyers Association Confer-
ence 25th - 27th February 
2018 - Cape Town Interna-
tional Convention Centre

• The Botswana Pension 
Funds Investment & Manage-
ment Forum, 21st & 22nd 
of March 2018 at the Cresta 
Mowana Hotel in Kasane.

• Pension Funds  and Alterna-
tive Investments Conference- 
2nd Annual Pension Funds 
and Alternative Investments 
Conference 15th-16th March 
2018, Balaclava, Mauritius

• 2nd Annual Pension Funds 
Conference 2018 -18, 19 
& 20 April 2018,  Zimbali 
Coastal Resort, Dolphin 
Coast, South Africa

• Africa Venture Capital As-
sociation (AVCA)- 15th An-
nual conference- 22nd -26th  
April, Marrakech, Morocco

• PensionsAfrica Expo, 15-
17th May 2018, Gallagher 
Convention Centre, Johannes-
burg, South Africa.

• 14th Annual Pensions Con-
ference & The Africa pensions 
Excellence Awards 2018, 
16th- 17th May 2018, Gal-
lagher Conventio centre, Mid-
rand, Johannesburg, South 
Africa.
 

Upcoming Events
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sh2.3 billion.
We have already made proposals to 
Government to allow pension schemes 
invest in infrastructure projects through 
a public-private- partnership model. This 
is expected to diversify investment op-
portunities for the pension schemes.

PA  On the innovation and technol-
ogy aspects, what are some of the 
major innovations and disruptions 
experienced within the industry 
over the last couple of years?

NM   Employers don’t have to establish 
a fully-fledged pension scheme if they 
have few employees. We’ve registered 
umbrella pension schemes, which allow 
employers to register members from dif-
ferent companies to save for retire-
ment.
To ensure integrity and financial health 
of the schemes, the Authority has now 
adopted ‘risk-based supervision’ mean-
ing there is quick intervention whenever 
a scheme shows signs of ‘ill-health’.

This means an upward trajectory is likely 
due to the strengthened governance, 
management and effectiveness of the 
existing pensions system. The schemes 
are also expected to venture into invest-
ing in alternative assets classes given the 
broadening of the allowable investment 
categories.

Post-Retirement Medical Fund
Underway is a policy that will require 
every scheme to make provision in the 
scheme rules allowing for  contributions  
in  respect  of  funding  of  a  Post-Re-
tirement Medical Fund. The main objec-
tive of this Guideline will be to facilitate 
the setting up of postretirement medical 
funds. Specifically the Guideline intends 
to regulate and supervise the establish-
ment and management of Post Retire-
ment Medical Funds.

It will also provide a guidance for 
schemes and  Post-Retirement Medi-
cal Funds to  allow  members  and/or  
sponsors  to  make  additional  volun-
tary contributions in respect to funding 
a medical fund and provide for members 
to transfer a portion of their retirement 
benefits to a medical cover provider at 

retirement.

The  Trustees  may  seek  written  profes-
sional  advice  from  an  Actuary  when  
determining  the  appropriate  design  
and  funding,  including advice  on  con-
tribution  levels  expected  to  meet  tar-
get  set  of  medical  benefits at retire-
ment, of the medical fund.

Umbrella schemes
This is a recent development gaining 
prominence in the sector.
Employers don’t have to establish a ful-
ly-fledged pension scheme if they have 
few employees. 
We’ve registered umbrella pension 
schemes, which allow employers to reg-
ister members from different companies 
to save for retirement. This works so well 
with the informal sector where mem-
bers can now enrol in individual pension 
schemes under an umbrella scheme.

PA  What is the current uptake of 
alternative investments in Kenya 
especially private equity?

NM  Our regulations allow investment in 
these options but take up is still low 
probably due to low supply of the prod-
ucts. We have however seen a lot of in-
terest of late and the appetite is expect-
ed to grow.

In a June 2017 report, most of the in-
vestments in the various asset categories 
showed slight growth except the guar-
anteed funds, listed  corporate  bonds 
and  un-quoted  equities  which  slightly 
dropped  in  absolute  terms. 

In  terms  of  the  percentage  distri-
bution  per  asset  class category, gov-
ernment securities still accounted for 
the biggest share of the total assets at 
36.7  percent,  followed  by  property  
which  accounted  for  21.5  percent,  
investments  in quoted  equities  shares  
accounted  for  18.73  percent,  invest-
ments  in  guaranteed  funds accounted  
for  10.76  percent.

36.7%
Government 

Securities

21.5%
Property

Distribution per asset class  category

Part II: Kenya Pension 
Industry

From page 25

To page 32
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86 per cent of Kenyans 
uncertain of financial security 
in retirement  
Only one in seven working Kenyans is fully confident 
about their financial well being after retirement.

To page 31

Only one in seven working Ke-
nyans is fully confident about 
their financial well being after 

retirement. Some of the leading factors 
affecting the saving behaviours of work-
ing individuals and how they prepare to 
secure their life after retirement are their 
current income, health, number of de-
pendents and literacy levels. 
A report released recently in Kenya by 
Enwealth Financial Services in partner-
ship Strathmore University and Institute 
of Human Resource Management also 
shows that an average person, saving 
in a pension scheme, will not be able to 
meet their monthly expenses with their 
retirement income.
Dubbed ‘Retirement Confidence Re-
port’, the survey showed that the aver-

age Kenyan man saves only a third of 
the money he anticipates he will need in 
retirement while the women saves half 
the amount they will need. 
Overall, only 15 percent of Kenyans 
are members of a registered pension 
scheme. Despite the low retirement con-
fidence levels, the Retirement Benefits 
Authority in 2017 reported 16 percent 
increase in the value of pension fund 
assets to US$10 billion and anticipates 
tremendous growth in the sector. 
 “There is a gap in ensuring adequacy 
of retirement savings. These findings 
suggest that financial literacy courses 
can include modules focusing on 
activities for anticipating individuals 
expenses in retirement and that edu-
cating couples improves confidence in 

retirement. 
Therefore, 
institutional 
policies 
need to 
focus on ef-
fectiveness 
of financial 
literacy 
courses 

to trigger positive behavior leading to 
higher retirement confidence,” says 
Enwealth Financial Service CEO, Simon 
Wafubwa
According to the report, respondents 

Sundeep Raichura (Centre): Actuarial Society of Kenya Pension Working Party leader, holds discussion with members of the actuarial 
fraternity during a convention in Nairobi. Photo; TASK (Supplied)

John Robinson Njiru: 
Actuarial Society of Kenya
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John Robinson Njiru: Communications 
and PR, Actuarial Society of Kenya. John 
holds a BSc in Actuarial Science from the 
Jomo Kenyatta University of Science and 
Technology 

estimated they would need US$500 for 
upkeep expenses like housing, food, 
clothing and medical expenses. With 
a median gross annual salary of US20, 
000, it means Kenyans expectations 
translate to an estimated replacement 
ratio of only 40 percent compared to 
the recommended global standards of 
75 percent.  
James Olubayi, the President of The 
Actuarial Society of Kenya (TASK) and 
Executive Director, Zamara Financial 
Services, supports the sentiments. “The 
number of people who are in the pen-
sion is a very small number. It is almost 
200,000. The level of disposable income 
is not too much. People do not un-
derstand retirement funding and pen-
sions.”
The above scenario paints a gloomy 
forecast for most of the retiring Kenyans 
who rely on friends and relatives to foot 
bills for basic needs and hospital check-
ups.
To reprieve the suffering of the aged, the 
Kenyan government introduced a cash 
transfer project in 2012 targeting indi-
viduals above 65 years. This has been 
upgraded to an annual cash injection of 
US$650,000,000 to a kitty that will ca-
ter for free medical cover apart from a 
monthly stipend.
The move, though noble, is predicted 
to be unsustainable, and the State has 
been urged to introduce a contributory 
pension scheme for its workers, who 
constitute over 60 per cent of Kenya’s 
workforce.
Mooted in 2009, the move would have 
lessened the impact of pension-less re-
tirees. Unfortunately the roll-out of the 
contributory scheme has been suspend-
ed more than three times.
The proposal would have seen civil ser-
vants contributes two per cent of their 
monthly income in the first year, five per 
cent in the second and 7.5 per cent from 
the third year onwards. This would have 
been matched by the government with 
15% of the salaries.
Also, the workers would have benefited 
with a life insurance policy worth a mini-
mum of five times the member’s annual 
pensionable emoluments.
In the meantime, the government is 
forced to set aside pensions for its retir-
ing workers, denting its coffers. Accord-
ing to estimates from the Kenyan Trea-

sury, the annual pension bill will increase 
to US$718 million in the year ended June 
2018, from a projected US$556 million 
for the year ending June 2017.  The bill 
has risen from US$150 million in 2002.
This is despite the government increas-
ing retirement age of its workers to 60 
years from 55 years to curtail runaway 
pensions.
The burden is exacerbated by Public 
Service Commission, which, through 
a report, announced that government 
workers approaching retirement rose to 
37 per cent in 2017 compared to 35 per 
cent in 2016.
This meant that over 66,ooo of Kenyans 
working in government would be re-
tired within 10 years, and with lack of a 
pension facility, crowd out government 
spending on development and on other 
essential services.
Zamara, which was previously known as 
Alexander Forbes East Africa, is Kenya’s 
largest private pension fund administra-
tor in terms membership and assets un-
der administration. Others are Sanlam 
(formerly Pinebridge) (at 17 per cent), 
GenAfrica (14pc), OMIG (11pc) Stanlib 
(10pc), ICEA (8pc) and Britam (at 5 per 
cent).
Majority of pension administrators in 
Kenya invest in traditional assets such as 
equities and fixed income securities. Re-
cent findings by Zamara Consulting Ac-
tuaries Survey show that fixed income 
still had the largest share of investment 
by pension funds of 70.8 per cent in 
three months to September last year, 
while equities, properties and offshore 
investments stood at 23.9 per cent, 3.9 
per cent and 1.4 per cent respectively.

“The proportion invested in alterna-
tive asset classes such as private equity 
is negligible, but there is a growing in-
terest in this asset class,” says Sundeep 
Raichura, Zamara Group Chief Execu-
tive Officer.

Market pundits still believe the admin-
istrators can diversify their pension in-
vestments and yield optimal returns, 
while offering social satisfaction to the 
retirees.

“While all these avenues provide re-
turns, whether they are the ideal vehicles 
is debatable at least from a ‘social-good’ 
viewpoint. Is it possible for pension 
funds to invest members’ contributions 
in a win-win scenario?” Asks Dr Edward 
Omete, the Managing Director of In-
formed healthcare.

Retirement Benefits Authority (RBA), 
the industry regulator, recently adopted 
a risk-based approach to supervision in 
line with financial services regulation. 
Also, it has introduced changes aimed 
at strengthening the independence of 
Boards of Trustees. Members can also 
withdraw their contributions at any time, 
compared to a lapse of at least 5 years. 

“Whereas this is positive for members, 
disappointingly, preservation of ben-
efits remains low following the dilution 
of the preservation rules in 2010,” says 
Mr Raichura.

Mr Raichura also heads the Pension 
working party at The Actuarial Society 
of Kenya. The team guides the pension 
stakeholders through risk-based analysis 
and expertise.

The working party researches and ad-
vises on scheme funding, investment 
strategies, scheme designs, accounting 
for pensions, management of risks, cor-
porate transactions and individual ben-
efits. For example, the team is working 
on proposals on the new NSSF Act.

Sundeep Raichura: (left) TASK’s Pension 
Working Party leader and IAA’s representa-
tive Richard Galbraith during the inaugural 
ethics and professional workshop held at Vil-
la Rosa Kempinski, Nairobi. Actuaries were 
asked to uphold the highest of standards 
of professionalism in the financial industry.
Photo; Supplied
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PA  What is the current ceiling or 
asset class caps for offshore in-
vestments within funds? 

Refer to table below: 

NM  
PA  With a backdrop of major gov-
ernance and compliance issues 
raised in some regions in Africa, 

what are some of the safety nets 
the authority has put in place to 
ensure governance and compli-
ance issues are dealt with? And 
two, what measures have been put 
in place to safeguard members 
savings?

NM  To improve pension governance 
and minimize risks in retirement benefits 
industry, the Authority signed a MOU 
with other financial regulators.

The MOU creates a platform for In-
formation sharing, pursue the issue of 
financial stability jointly and a collabo-

ration to undertake financial education 
and literacy programmes jointly. This has 
made regulation robust to the benefit of 
scheme members.
All  Trustees  and  Directors  of  Corpo-
rate  Trustees  of  Retirement Benefits  
Schemes  now  undergo  the  Trustee  
Training  Program  in  order  to  be cer-
tified and approved by the Retirement 
Benefits Authority.

This means they are empowered to pro-
vide oversight in management of their 
schemes. Through support of World 
Bank, we have conducted a comprehen-
sive study on how to expand the Mbao 
pension plan which is targeting the infor-
mal sector. We are in the process of im-
plementing the recommendations which 
are aimed at dealing with the teething 
problems around governance and man-
agement of the scheme to make it ro-
bust and appealing to many. 

PA  What are some of the key re-
forms introduced in the last few 
years in Kenya’s pension industry.

NM  Taskforce led by The National Trea-
sury with RBA as Secretariat is working 
on the Retirement Benefits policy. This 
Policy is necessary for proper coordina-
tion, governance and development of 
the sector. 
We have also seen in the recent past 
strengthening of Risk Based Supervision 
meaning it is easy to detect trouble in 
the schemes and intervene in good time.
We have also seen deliberate efforts to 
expand coverage into the Informal Sec-
tor  by designing flexible products.

In this scheme we collaborated with the 
Kenya National Federation of Jua Kali 
Associations resulted in the Mbao pen-
sion plan which we launched in June 
2011. The pension plan targets informal 
workers who can save for their retire-
ment by remitting contributions of a 
minimum of Sh.20 daily through their 
mobile phones hence the name “mbao” 
(slang for twenty bob)
This has opened up the market to other 
Individual Pension Plan providers to cre-
ate products that target the informal 
sector.
The use of mobile technology is another 
factor this is catapulting growth in the 
industry especially in schemes target-
ing the informal sector. For the Mbao 
scheme for instance, members can de-
posit and withdraw via the mobile plat-
form.
In most schemes, members are also able 
to vote via mobile during the Annual 
General meetings. This means member 
involvement in management of schemes 
has gone up. The Authority has also es-
tablished Market Conduct Regulations 
to better monitor and quickly intervene 
to avoid scenarios where action comes 
too late.

PA   What are the key stakeholders 
in Kenya’s pension fund industry 
and their key roles and functions?

NM  The key intermediaries in the retire-
ment benefits sector are Administrators, 
Custodians and Fund Managers.  Cur-
rently, there are 1248 registered schemes 
with over 2.4 million members  inclusive 
of National Social Security fund (NSSF). 
There are 18 fund managers, 10 custo-

To page 33
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dians, and 29 administrators.

The Retirement Benefits Act assigns 
each specialized yet complementary 
roles with the primary objective being 
to bring on board their professional ex-
pertise and knowledge that is necessary 
for prudent management of retirement 
benefits schemes and to promote a fi-
nancially sound and secure sector.  

• Administrators plays an administra-
tive role of ensuring that the retire-
ment benefits schemes are managed 
in accordance with the provisions of 
the Retirement Benefits Act and the 
Regulations.  This includes keeping 
and updating member records as 
well as computing benefits.  

• On the other hand, the Fund man-
agers carry out analysis and research 
on available investment options 
while offering advice and investing 
scheme funds.  

• Meanwhile Custodians, mainly 
banks, are responsible for safekeep-
ing of assets of retirement benefits 
schemes.  This includes receiving 
and keeping in safe custody tile 
documents, securities and cash of 
the scheme.  

The separation of roles among the inter-
mediaries, requirement for reporting as 
enshrined in the Retirement Benefits Act 
and the Regulations is extremely impor-
tant in ensuring that retirement benefits 
assets are safeguarded.  

PA   Trustees have a fiduciary role 
to play regarding funds and mem-
bers' interests; but key questions 
have been raised within the indus-
try regarding trustees’ understand-
ing of some the technical issues 
related to for example invest-
ments, governance, compliance, 
risk etc. Has Kenya considered the 
issue of trustee education and if 
so; what are some of the initia-
tives the authority has put in place 
to tackle the down sides of this 
growing narrative?

NM  Kenya has robust training pro-
gramme for the trustees.

Pursuant  to  the  provisions  of  Sections  
26 (3)  and  55  (3)  of  the  Retirement  
Benefits  Act,  the Retirement Benefits 
Authority in conjunction with the Col-
lege of Insurance, the Association 
of  Retirement  Benefits  Schemes  and  
the  Humber  Center  for  Employee  Ben-
efits (Canada) developed  the “Trustee  
Development  Program – Kenya” whose  
objective  is  to  facilitate training of 
Trustees for the better administration of 
retirement benefits schemes in Kenya. 

The programme, a five (5) day certifica-
tion course, comprising six (6) units with 
examinations held at the end of each 
unit commenced on 29th August 2011. 

The training is provided by the College 
of Insurance.  All  Trustees  and  Direc-
tors  of  Corporate  Trustees  of  Retire-
ment Benefits  Schemes  are  required  to  
undergo  the  Trustee  Training  Program  
in  order  to  be certified and approved 
by the Retirement Benefits Authority.

PA   What are some of key devel-
opments, achievements and initia-
tives within your tenure that you 
can highlight.

NM  As indicated above, we now have a 
robust training programme for the Pen-
sion Scheme Trustees. This means 
schemes are well managed and there is 
phenomenon reduction in mismanage-
ment of scheme members’ funds.  

This in essence has meant reduction in 
mismanagement of schemes and wise 
investment of funds which assures 
growth. We have actually witnessed 
governance and compliance in schemes 
improve. Consequently returns have 
been rising meaning we have had some 
kind of stability.
RBA has recently reviewed Investments 
Assets Classes to align them with mar-
ket developments, enhance portfolio 
diversification, manage risks and boost 
returns:

• New products introduced recently in-
clude REITs (Development & Income), 
Private Equity & Venture Capital, Deriv-
atives, Exchange traded funds (ETFs).  
• We have also proposed the 15th In-
vestment Assets Class for debt financ-

ing of Public Private Partnership (PPP) 
projects approved under the PPP Act for 
infrastructure or housing.

PA  What are some of the key fac-
tors associated  with the growth 
and development of the retire-
ment industry in Kenya?

NM  We now have more products where 
schemes can invest in through the capi-
tal market.
RBA undertakes regular review of In-
vestments Assets Classes  to align them 
with market developments, enhance 
portfolio diversification, manage risks 
and boost returns:

• New products introduced recently in-
clude REITs (Development & Income), 
Private Equity & Venture Capital, Deriv-
atives, Exchange traded funds (ETFs).  
• We have also proposed the 15th In-
vestment Assets Class for debt financ-
ing of Public Private Partnership (PPP) 
projects approved under the PPP Act for 
infrastructure or housing.

The robust training programme for the 
Pension Scheme Trustees is a key factor 
for growth in the industry. This in es-
sence means reduction in mismanage-
ment of schemes and wise investment 
of funds which assures growth.
We have actually witnessed governance 
and compliance in schemes improve 
leading to stability in the industry.
The use of mobile technology is another 
factor this is catapulting growth in the 
industry especially in schemes targeting 
the informal sector. 
Our collaboration with the Kenya Na-
tional Federation of Jua Kali Associa-
tions for instance resulted in the Mbao 
pension plan which we launched in June 
2011. The pension plan targets informal 
workers who can save for their retire-
ment by remitting contributions of a 
minimum of Sh.20 daily through their 
mobile phones hence the name “mbao” 
(slang for twenty bob).
This has opened up the market to other 
Individual Pension Plan providers to cre-
ate products that target the informal sec-
tor. For the Mbao scheme for instance, 
members can deposit and withdraw via 

To page 32
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the mobile platform.
Members are also able to vote via mo-
bile during the Annual General meet-
ings. This means member involvement 
in management of schemes has gone 
up.
The Risk Based Supervision model was 
officially adopted in Kenya in 2010 and 
has seen reduction in Overall Risk Score 
from 1.15 in 2011 to 0.524 in June 
2017.
We have taken outreach to the County 
levels to encourage more Kenyans to 
save for retirement. We have been work-
ing with the Micro and Small Enterprise 
Authority to run the campaign amongst 
workers in the informal sector.

PA   Looking at the future of the 
retirement industry in Kenya and 
the region, kindly provide a 2018 
and beyond outlook? 

NM  The future is bright due to the many 
innovations and policy changes imple-
mented. To ensure integrity and finan-
cial health of the schemes, the Authority 
has now adopted ‘risk-based supervi-
sion’ meaning there is quick intervention 
whenever a scheme shows signs of ‘ill-
health’.
The Risk Based Supervision model, 
which was officially adopted in Kenya 
in 2010 has seen  reduction in Overall 
Risk Score from 1.15 in 2011 to 0.524 
in June 2017.
This means an upward trajectory is likely 
due to the strengthened governance, 
management and effectiveness of the 
existing pensions system. 
We have made proposals to Govern-
ment to allow pension schemes invest in 
infrastructure projects through a public-
private- partnership model. This is ex-
pected to diversify investment opportu-
nities for the pension schemes.
There is also the Trustee Development 
Programme Kenya which was launched 
in August 2011 to improve scheme ad-
ministration and governance. By June 
2017, over 3,681 trustees had been 
certified and over 77 non Kenyans had 
been trained through the programme.
Schemes’ governance has greatly im-
proved as a result and we are currently 
reviewing the programme to make it rel-
evant to growing and changing needs of 
the sector.

From page 33
In the current scenario, employers don’t 
have to establish a fully-fledged pension 
scheme if they have few employees. 
We’ve registered umbrella pension 
schemes, which allow employers to reg-
ister members from different companies 
to save for retirement. The schemes are 
also expected to venture into investing 
in alternative assets classes given the 
broadening of the allowable investment 
categories.

We are also expecting new innovations 
in the sector, e.g.  SupTech which has 
emerged to help regulatory agencies 
digitize data, operational procedures, 
and automate the regulatory process. 
The technology is intended to proac-
tively monitor a financial institution’s 
transactions or client’s data to prevent 
non-compliance or respond to a compli-
ance violation in a shorter time than is 
possible today. 

The result being reduced costs and time 
taken to collect and analyze data allow-
ing supervisors to spot violations earlier 
and better monitor potential illicit ac-
tivity.’ We have taken outreach to the 
County levels to encourage more Ke-
nyans to save for retirement. We have 
been working with the Micro and Small 
Enterprise Authority to run the campaign 
amongst workers in the informal sector.

The adoption and customization of these 
emerging new technologies is the future 
for enhanced and efficient regulation for 
us. Talks are also at advanced stage for 
collaboration and eventual merger of 
RBA with other Financial Sector Regula-
tors (Capital Markets authority and In-
surance Regulatory Authority) for better 
management in the industry.

PA   Final question, according to 
your own assessment; would you 
confidently say Kenyans are saving 
enough for retirement?

NM  No.  Coverage is currently at 19.2 
percent of total workforce. Even Ke-
nyans in the schemes are not saving 
enough.
Only one in every seven working Ke-
nyans is fully confident about their fi-
nancial well-being after retirement. This 
means majority (86 per cent) risk sinking 

into poverty upon retirement.
This is according to the ‘Retirement Con-
fidence Report’ released in January 25th 
2018 by Enwealth Financial Services in 
partnership with Strathmore University 
and Institute of Human Resource Man-
agement.  Further the study shows that 
many Kenyans have never estimated 
how much money they may need after 
retirement. 
A majority have no plan at all about 
their health needs once they retire but 
instead, have put their hope in friend’s 
donations. This, the report says, has 
made them more vulnerable to impend-
ing poverty upon retirement with their 
savings not coming any closer to the av-
erage monthly expense that they will be 
facing. 
We have also developed guidelines that 
will require every scheme to make pro-
vision in the scheme rules allowing for  
contributions  in  respect  of  funding  of  
a  ‘Post-Retirement Medical Fund.’
The main objective of this Guideline will 
be to facilitate the setting up, regula-
tion, supervision and management of 
Post Retirement Medical Funds. It will 
also provide a guidance for schemes and  
Post-Retirement Medical Funds to  allow  
members  and/or  sponsors  to  make  
additional  voluntary contributions in 
respect to funding a medical fund and 
provide for members to transfer a por-
tion of their retirement benefits to a 
medical cover provider at retirement.

We are also currently working to increase 
the replacement rate for retirement ben-
efits so that we encourage workers to 
save more. This we shall achieve through 
robust supervision of the schemes to as-
sure higher returns. We have taken out-
reach to the County levels to encourage 
more Kenyans to save for retirement. 
We have been working with the Micro 
and Small Enterprise Authority to run 
the campaign amongst workers in the 
informal sector.

Interview by: Steve Munyao
PensionsAfrica® 
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After nearly two years of stalling 
and uncertainty, South Africa’s 
Public Enterprises Minister Lynn 

Brown announced on Friday 2 Febru-
ary that the signing of power purchase 
agreements (PPAs) for 27 wind and so-
lar renewable energy projects will go 
ahead. These projects have a total value 
of around R60 billion ($5,000 billion) 
and relate to projects in Rounds 3,5, 4 
and 4 of the country’s Renewable En-
ergy Power Producers Procurement Pro-
gramme (REIPPPP).

Mark van Wyk, Head of Unlisted Invest-
ments at Mergence Investment Manag-
ers, welcomed the development, saying 
it meant that renewables would con-
tinue to form a “sensible and meaning-
ful” part of the South Africa’s long-term 
Integrated Resource Plan. Recent news 
from Mergence spells further good news 
for the sector, following the fund man-
ager’s successful first exit from an invest-
ment in a solar energy project housed in 
the Mergence Renewable Energy Debt 
Fund I. 
This fund was the first of its kind in the 
sector, set up in 2013, when there was 
a lack of finance for renewable energy 
projects which were little understood 
and perceived as high risk.

In 2016 Mergence came alongside 
Deutsche Bank in a R213 million loan to 
Solar Capital De Aar 3 Proprietary Limit-
ed to complete the construction of a 90 
megawatt project in the Northern Cape. 
Following the successful commissioning 
of the plant it was possible to negoti-
ate a better loan rate, “refinanced” in 

late 2017 by Standard Bank, allowing 
Deutsche Bank and Mergence to exit 
their investment successfully.

“More efficient lending in the sector, 
as illustrated by this deal, means that 
the end consumer of alternative energy 
should start to benefit from lower tariffs 
as the cost of capital comes down for 
renewable energy projects”, said Mr van 
Wyk.

”Lowering the cost of capital will lead 
to a potential lower tariff from the plant 
whose output is governed by a power 
purchase agreement with Eskom, to the 
benefit of the consumer. Solar power 
rates are very competitive with coal,” he 

South Africa’s renewable 
energy programme back on 
track  
Signing of delayed power purchase agreements to go 
ahead; increased liquidity in renewables debt capital 
market spells possible lower tariffs 

said.
Benefits also flow to Mergence’s insti-
tuitonal clients as the fund manager has 
returned capital plus interest at a rate 
of CPI + 5% to retirement fund institu-
tional investors by realising an invest-
ment within the first four years of the 
debt fund’s existence. (The mandatory 
investment term is 15 years).

”Lowering the cost of capi-
tal will lead to a potential 
lower tariff from the plant 
whose output is governed 

by a power purchase agree-
ment with Eskom, to the 
benefit of the consumer. 

Solar power rates are very 
competitive with coal,”

Mr van Wyk says the development of a 
more liquid and efficient capital market 
within the REIPPPP bodes well for the 
industry as a whole. The nature of the 
asset is starting to be understood, com-
petition is increasing among lenders and 
the cost of capital will be reduced for in-
dependent power producers (IPPs).

“The potential ready supply of capital 
for projects bodes well for the future of 
the alternative energy industry in South 
Africa. Combined with Friday’s news 
signalling the end of a delay in further 
rounds of the REIPPPP, this brings the 
programme back on track,” he said.

Mark van Wyk:  Head of Unlisted Invest-
ments, Mergence Investment Managers,  
mark@mergence.co.za

Mark van Wyk:  Mergence Investment 
Managers, 
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The South African government has 
put in place numerous incentives 
to encourage South Africans to in-

vest for the long term, while saving on 
our tax bill. These incentives can be very 
attractive, particularly when you look at 
how the value compounds over time.
 
“Whether you are looking to reduce 
your current tax bill and save for your 
retirement, or reduce your future tax on 
investment return, there are products 
governed by legislation that can help 
you achieve your goals. Remember, 
every little bit counts when saving for 
the long term,” says Carla Rossouw, tax 
manager at Allan Gray.
 
There are a number of investment prod-
ucts on offer, including unit trusts, en-
dowments, retirement annuities and 
tax-free investments.
 
“These investment products fulfil dif-
ferent needs and you may need more 
than one depending on your goals and 
timeframes,” says Rossouw.
 
“A good course of action is to under-
stand the tax benefits of each and make 
sure your portfolio maximises these,” 
she notes, adding that it is worthwhile 
consulting with an independent finan-
cial adviser for help.  
 

“Remember some of these 
are annual tax benefits – if 

you don’t use them, you lose 
them.”

 

Unit trusts vs endowments
 
Unit trusts attract both income and Cap-
ital Gains Tax (CGT), but they offer the 
investor a lot of freedom, according to 
Rossouw. 

“Unit trusts are the most flexible invest-
ment vehicle as there are no contribu-
tion or withdrawal restrictions,” she 
says. 

However, investors pay tax on interest 
and dividends regardless of whether 
the income they earn is paid out or re-
invested. Interest is taxed at your mar-
ginal tax rate and dividends are taxed at 
20%. In addition, forty percent of any 
capital gains are taxed at your marginal 
tax rate.
 
By contrast, endowments come with 
many restrictions, most notable of 
which is that the investor is locked into 
the product for five years. You pay tax 
on all interest  at a standard rate of 30% 
rather than your marginal tax rate. “This 
is because it is not the policyholder, but 
the life insurance company which is 
taxed,” explains Rossouw, adding that 
you also pay tax on dividends at 20%. 
The effective CGT rate is also lower than 
a unit trust investment.
 

“If you’re a high-income 
earner, then an endowment 
might look more attractive 
from a tax perspective,” 

comments Rossouw.

Retirement annuities vs tax-free 
investments

The main differences between retire-
ment funds and tax-free investments 
are:
•   Retirement funds offer tax savings 
now, i.e. You pay less tax now because 
you make contributions with earnings 
on which you have not paid tax, but you 
will pay tax later, i.e. You defer paying 
tax. In return, there are rigid legal re-
strictions on withdrawing your money.

•  Tax free savings investments offer less 
tax savings and are capped at a lower 
amount, but are less restrictive – they al-
low you to take your money out at any 
time.

Be more savvy and pay less 
tax this tax year  
The end of February is the end of the tax year – a great time to take a 
closer look at your investments and consider taking maximum advantage 
of the incentives the government has put in place to encourage us to save. 
But, with a plethora of different products to choose from, how do you en-
sure that your investments are being taxed at the lowest rate possible? 
Carla Rossouw of Allan Gray explains the tax advantages and disadvan-
tages of certain investment products.

To page 41

Carla Rossouw: Tax Manager, Allan Gray 



Governance

The retirement benefits industry 
in Kenya has seen enormous de-
velopment in total value, gover-

nance, and service to members over the 
past 20 years. 
Prior to the enactment of Kenya’s Re-
tirement Benefits Act 1997 there was 
limited regulation and promotion of the 
retirement benefits industry. The Retire-
ment Benefits Authority (RBA) was es-
tablished under The Retirement Benefits 
Act to perform the regulatory functions 
and supervise development.
In 1998 a group of interested parties in 
the retirement benefits sector identified 
the need for an industry association to 
bring together the various stakeholders 
and provide a forum where the issues 

important to the industry could be ad-
dressed as well as to lobby the regula-
tors on behalf of the industry.

So the Association of Retirement Ben-
efits Schemes “ARBS” was formed in 
1999. 
Its mandate under its Constitution 
includes:

• “to encourage and contribute to 
closer links between trustees and 
sponsors of retirement benefits schemes 
and the various service providers and 
advisers”
• “to promote knowledge of and 
research into the retirement benefits 
sector”, and

• “to make representations to regula-
tors and provide support and advice to 
Association members”.

In 2011 Kenya saw the launch of Trust-
ee Development Programme Kenya 
“TDPK”. This development was the 
brainchild of Kenya’s Retirement Ben-
efits Authority “RBA”. TDPK was con-
ceived by RBA and developed in col-
laboration with College of Insurance in 
Nairobi, Humber Centre for Employee 
Benefits in Canada and Association of 
Retirement Benefits. 
The essence of TDPK’s development 
was to enhance governance of retire-
ment benefits schemes and throughout 
the retirement benefits industry, particu 

Developing Africa's Trustees  
TDPK was conceived by RBA and developed in collaboration with College 
of Insurance in Nairobi, Humber Centre for Employee Benefits in Canada 
and Association of Retirement Benefits. 

“The first point of  reference for all retirement
benefits matters in Kenya”

EXECUTIVE SECRETARIAT

The day to day administration of  the operations of  ARBS is undertaken by an 
Executive Secretariat, appointed by the Council. The Executive Secretariat is:

Kingsland Court Benefits Services Limited
Taj Tower 1st Floor, Upper Hill Road

GPO Box 10285-00100, Nairobi
Telephone: 254 733 748 952, 254 733 748954

E-mail: info@arbs.co.ke
Website: www.arbs.co.ke

To page 43



Most intelligent in class 

The E-PACE is one of the most connect-
ed and intelligent vehicles in its class. 
The next-generation touchscreen info-
tainment system connects customers 
to their favourite apps, such as Spotify 
through Jaguar Land Rover’s InControl 
apps. Digital connectivity can be found 
throughout its cabin, providing modern 
families with up to four 12-volt charging 
points and five USB connections, as well 
as a 4G Wi-Fi hotspot for up to eight 
devices.

All E-PACE models in 
South Africa will offer All-
Wheel Drive as standard, 

using Jaguar’s Active 
Driveline technology to 
deliver optimal stabil-

ity, driving engagement 
and fuel efficiency in all 

conditions. 

Under the bonnet, E-PACE features a 
choice of five efficient yet powerful In-
genium engines: from an ultra-efficient 

110kW Ingenium diesel engine that de-
livers consumption of 5.6 l/100km to 
high-performance turbo petrol that will 
power E-PACE from 0-100km/h in just 
6.4 seconds.

Customers can specify the engine that 
best suits them when configuring their E-
PACE or E-PACE R-Dynamic, and Jaguar 
offers the choice of four recommended 
trim levels to choose from: Standard, S, 
SE and HSE. 

A flagship E-PACE First Edition model is 
also available on order, only during its 
first year on sale.

All new Jaguar cars come with the Jag-
uar Five-year Care Plan: a five-year/100 
000km service plan, a five-year/100 
000km maintenance plan and a five-
year/100 000km warranty, as standard.
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New Jaguar- E-Pace launches 
in South Africa in March
Two petrol and three diesel engine options; AWD 
standard. Pricing starts at R598 500

Source: Wheels 24

Photo: Courtesy

Jaguar’s seriously smart compact 
SUV, the E-PACE, is almost here. 
Designed and engineered to intro-

duce new fans to the brand, the always-
connected E-PACE will start at R598 500 
when it launches in March 2018.

The E-PACE is the newest member of 
Jaguar’s SUV family, joining the World 
Car of the Year-winning F-PACE perfor-
mance SUV, and Jaguar’s first all-electric 
SUV, the I-PACE Concept.

Its exterior design is inspired by the F-
TYPE sports car and characterised by the 
distinctive Jaguar grille, muscular pro-
portions, short overhangs and powerful 
haunches. 

Optional 21-inch alloy wheels give the 
E-PACE a bold and purposeful stance, 
instantly communicating dynamic agil-
ity. Jaguar sports car DNA is also evident 
in the fast sweep of the roofline and the 
distinctive side window graphic.
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Country Feature- Zambia

Zambia Rolls Out Social 
Security Expansion
NAPSA, the umbrella body in Zambia,  has signed a 
Memorandum of Understanding (MoU) with the National 
Institute for Health and Welfare (THL) of Finland and the 
International Labour Organisation (ILO).

To page 40

Social Security  globally,   has a 
broader definition but its interpre-
tation, application or implementa-

tion, depends on what part of the world  
where it is being applied by respective 
interest groups.
A concept initiated in 1935  in Europe 
following the signing of the Social Secu-
rity Act,  ostensibly as a safety net for the 
millions of people,  social security  is and 
remains the foundation of  an econom-
ic safety catch for  millions of people-
retirees,  disabled persons, and families 
of retired, disabled or indeed, deceased 
workers to earn their living after formal 
employment. 
Traditionally, it is a provision for retire-
ment pensions, disability insurance, sur-

vivor benefits and unemployment insur-
ance.  By simple definition,  it is simply 
a social insurance. Ultimately, people re-
ceive benefits or services in recognition 
of contributions  made to an insurance 
program.  
The services typically include provision 
for retirement pensions, disability in-
surance, survivor benefits and unem-
ployment insurance-but one must have 
rendered a service to a respective Gov-
ernment before opting out of employ-
ment for various reasons including old 
age.
In Zambia, Social Security has been in 
practice since independence from Brit-
ain through the Social Security Act of 
1964.   This law has over the past 53 
years, faced various challenges hence 

undergone revisions to meet the chang-
ing desires of the workers and indeed 
Government.
Since then, several  social security acts-
all looking at the welfare of former em-
ployees, have been mooted and later 
revised-what with the setting up of the 
National Pensions Scheme Authority 
(NAPSA) in 1996,  to become the largest 
social security scheme, covering an esti-
mated  eight  percent of the country’s  
over 5 million labour force.
Despite other schemes-the Public Ser-
vice Pension Fund (PSPF), established 
under the Public Service Pensions Act 
and the Local Authority Superannua-
tion Fund (LASF), established under the 
Local Authorities Superannuation Fund 

Timo Sorsa (L) Chief technical advisor, SPIREWORKS, Yollard Kachinda (M) CEO NAPSA and Alexio Musindo, ILO dur-
ing the signing of the MoU with the National Pension Scheme Authority (NAPSA) of Zambia and the International Labour on the social 
security scheme
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Act, having come into place, NAPSA has 
remained a dominant force, having tak-
en most of the former members of the 
two other bodies.
All these workers’ bodies, despite their 
‘semi-autonomy’ status,  all quasi Gov-
ernment,  now, fall under  an umbrella 
law  of  the National Pension Scheme 
Act of 2015. This has been revised  to  

meet the current trends and  meet the 
aspirations of  workers’ social security 
needs.

However,  the increasing  need to wid-
en the social security safety net,  has 
prompted Zambia to join  hands with 
the international community. This is 
to ultimately capture the people in the 
informal sector,  ranging from bus and 
taxi drivers, farmers, marketers, among 
other citizens.  
It is a furtherance to ensure every citizen 
enjoys their human rights to health and  
better the people’s welfare.

NAPSA, being the umbrella body in Zam-
bia,  has since signed a Memorandum of 
Understanding (MoU) with the National 
Institute for Health and Welfare (THL) 
of Finland and the International Labour 
Organisation (ILO) for a partnership 
in the extension of social protection to 
the informal sector through the SPIRE-
WORKS project. 
SPIREWORKS, the acronym for “Social 

Protection to Informal Rural Economy 
Workers” also focuses on extending 
coverage to informal workers in the ag-
riculture sector.
The International  Labour Organization 
and the Finland Ministry of Foreign Af-
fairs pioneered  the agreement to devel-
op the Social Protection for Informal and 
Rural Economy Workers Sub-Project in 

Zambia.
The Social Protection scheme, mooted, 
is essentially earmarked to capture over 
80 percent of employees who are cur-
rently not covered under any form of 
social security scheme.
According to the Modus Operandi, the 
latter MOU signed on 17 November, 
2017 in Lusaka, will see the Finish gov-
ernment providing Euro 1 million (one 
million Euros)  for technical assistance 
towards the success of the SPIREWORKS 
project in Zambia  with the resultant ef-
fect of getting more informal workers 
into the social security net.
ILO Country representative for Zam-
bia, Mozambique and Malawi, Alexio 
Musindo stated during the signing of 
the second MoU  that the gesture was 
a ‘bridge builder’ over an earlier MoU 
signed in September  by the three parties 
to cover the informal and rural economy 
workers.

Under the two and half (2.5) year agree-
ment, ILO will be expected to  continu-

ously provide Technical Assistance in  
support  of the implementation of the 
main project. This is to seek to building 
integrated and comprehensive social 
protection system that ensures provision 
of social protection to all.

“As ILO, we are looking forward to see-
ing that our collective work on extend-
ing social protection coverage will make 
significant strides in contributing to-
wards the achievement of a number of 
Sustainable Development Goals,” said 
Musindo.

He cites (SDG) 1 on Poverty Reduc-
tion, SDG 3 aimed at ensuring “healthy 
lives and promote well-being for all at 
all ages”, SDG 5 on “Achieving gen-
der equality” and SDG 8 on “Promot-
ing inclusive and sustainable economic 
growth, full and productive employment 
and decent work for all”.
This partnership entails the parties car-
rying forward work initiated in Zambia 
through the Green Jobs Programme, 
particularly on promoting OSH and so-
cial protection in the informal economy 
embraced under ILO.

Ambassador of Finland, Timo Olkkonen 
says the SPIREWORK-ILO project on 
Social Protection for Informal and Rural 
Economy Workers, illustrates Zambia 
and Finish Governments as we’ll as their 
partners of unwavering commitment 
in promoting social protection for all in 
Zambia.

“SPIREWORK complements our sup-
port to the Social Cash Transfer scheme, 
which is a non-contributory component 
of social protection” added Olkkonen.

Olkkonen further disclosed that Finland 
remained one of the four country part-
ners involved in support for the GRZ-
UN Joint Programme reform.on Social 
Protection, which runs until the end of  
2018. 
He lauded ILO’s abundant knowledge of 
social protection systems and the mean-
ingful contributions to the sector and 
the support to the Social Protection Bill.

The SPIREWORK project is energized 
by the National Social Protection Policy 

Joyce Nonde: Zambia’s  minister of labour and social security speaking during the signing 
of the social security scheme with Finland.Photo: Supplied
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Zambia Rolls Out Social Security 
Expansion 

launched in 2014 and will be a compo-
nent of the ongoing social security 
NAPSA Chief executive Officer, Yollard 
Kachinda, Director General, NAPSA, 
signed the MoU on behalf of the Author-
ity,  Timo Sorsa, Chief Technical Advisor 
for SPIREWORKS Project and Musindo, 
signed on behalf of THL and ILO.

Zambia’s Minister of Labour and Social 
Security, Joyce Nonde Simukoko, and 
her counterpart, Minister of Employment 
of Finland, Jari Lindstrom witnessed the 
signing ceremony. The duo sought for 
more innovative solutions tailored to the 
informal sector to allow the capturing of 
more employees who are currently not 
covered under any form of social secu-
rity scheme.

Zambia’s population of 16 million em-
braces a paltry 4 million in formal em-
ployment,  leaving the majority with no 
access to any form of social security as  
they earn their living from informal em-
ployment  hence  cannot afford to sub-
scribe to social security schemes. 

According to data, the coverage of so-
cial security in Zambia is limited to em-
ployees in the formal sector, leaving 89 
percent of the employed labour plying 
their trade in the informal employment, 
being excluded from social security.

The signatures by the three parties, will 
undoubtedly see Zambia’s social security 
on informal workers being a reality and 
assure the affected people of sustainable 
life after work as is the case in Europe.

Be more savvy and pay less tax 
this tax year
 
“Retirement annuities (RAs) offer the 
best tax benefits, but they come with 
the most onerous conditions,” states 
Rossouw. Investors’ tax deduction is 
limited to 27.5% of the greater of their 
taxable income or their remuneration 
and is capped at R350 000 per year.
 

“What makes RAs 
so attractive is 

there is no tax on 
investment returns 

(interest, divi-
dends and capital 
gains) whilst in 

the product.” she 
says. “Although 

investors are taxed 
on exit (when they 
withdraw money, 
retire or die). In 

addition, the first 
R500 000 of your 

one-third cash 
lump sum is tax 

free, but investors 
are constrained 

by Regulation 28, 
which stipulates 
the maximum 

exposure you can 
have to certain as-

set classes.”
 
By comparison, tax-free investments 
(TFIs) do not have any interest, divi-
dends or capital gains tax and inves-
tors can access their money at any time, 
although they are not able to replace 
withdrawn amounts, and investors must 
be aware of contribution limits and as-
sociated penalties. 
When it comes to choosing tax-efficient 
investments, Rossouw firmly believes 

that it needn’t be an either/or approach. 
“Using a combination of different prod-
ucts can often be better suited to inves-
tors’ needs,” she says. 

“For instance, 
many parents use 
TFIs to save for 
their children’s 
education. They 

want access to the 
funds when their 

children go to 
university, where-
as RAs are used 

to plan for retire-
ment to make sure 
there are adequate 
funds when inves-
tors retire. Finding 
the right combina-

tion for each 
individual is key.”

 

You have until 28 February to benefit 
from tax savings this tax year

If you haven’t contributed 27.5% of 
your taxable income/ remuneration to 
your retirement fund in this tax year, 
you have until the end of the tax year 
(28 February) to open an account or top 
up your investment. You also have until 
28 February to open a TFI, or contribute 
up to R33 000 if you haven’t done so 
already.
 
To learn more about how to earn higher 
investment returns and pay less tax this 
tax year, sign up to the free Allan Gray 
online tax series.

Carla Rossouw: Carla joined Allan Gray in 
2006 and is responsible for taxation across 
the business. She has an Honours degree in 
Management Accounting, a Higher Diploma 
in Tax Law and a Post Graduate Diploma in 
Financial Planning
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Edward Odundo: Former CEO RBA, Photo; NMG

Source: Business Daily Africa

Pensions regulator 
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The Retirement Benefits Authority 
(RBA), which oversees the operations of 
the Sh1 trillion pensions industry,  kicked 
off the search for a substantive head in 
December 2017.

The RBA board invited applications for 
the position of chief executive officer 
to replace Edward Odundo who left 
in March (2017) after serving for 16 
years.

Dr Odundo, now director at School of 
Pension and Retirement Studies, is cred-
ited for growing the pensions industry 
from Sh50 billion and giving Kenya a 
global presence when he was appointed 
the President of the International Or-
ganisation of Pension Supervisors during 
his term in office.

Nzomo Mutuku has been acting CEO 
since April 1 (2017) after he was recalled 
from the Treasury where he had been 
seconded as director for financial and 
sectoral affairs in an acting capacity. Mr 
Mutuku was previously chief manager 
for research and development at RBA for 
12 years, where he joined from Central 
Bank of Kenya’s research department.

The RBA board said in a statement the 
prospective candidate should, among 
other qualifications, have at least 10 
years’ managerial experience in retire-
ment benefits, accounting, finance, in-
surance or the banking sectors.

“The office of the chief executive also 
coordinates the Authority’s compliance 
programmes in line with statutory re-
quirements, including development and 
implementation of accountability and 
performance contracts,” the RBA said.

Nzomo Mutuku has been act-
ing CEO since April 1 (2017) 
after he was recalled from the 
Treasury where he had been 

seconded as director for finan-
cial and sectoral affairs in an 

acting capacity. 

The board is also seeking to appoint a 
new chief manager for internal audit 
and risk management, a position last 
held by Elizabeth Waruingi.



Khaya Gobodo has been appoint-
ed as the new managing director 
of the Old Mutual asset man-

agement division (SA). 
Mr Gobodo holds a Masters degree 
(with distinction) in investment Man-
agement from Cass Business School 
(City, University of London), a Bachelor 
of Commerce from Wits University as 
well a Certified financial Analyst (CFA) 
qualification.

At his new role he will be responsible for 
the asset management division at Old 
Mutual Investment Group. 

He will draw on his extensive experi-
ence working at large, sophisticated in-
vestment firms and building a boutique 
investment business to unlock further 
value in our multi-boutique business 
model.
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Old Mutual appoints new MD- Asset management 
business

ARBS Executive Secretariat: Nairobi, 
Kenya

Previous Experience:
Khaya has previously worked 

at Investec Asset Manage-
ment; where he acquired a 
broad depth of experience, 
initially as an analyst and 

portfolio manager and more 
recently as strategic head 

of the Quality Capability in 
South Africa, which incorpo-
rates Absolute Return Invest-

ing. He has also served as 
an executive member of the 
Investec Asset Management 

(Pty) Ltd Board. 

His  experience 18 year industry experi-
ence includes boutique investment, as a 
founding partner and Chief Investment 
Officer of Afena Capital for eight years.

Photo: Courtesy

Khaya Gobodo: Managing Director, Old 
Mutual Asset Management division.

.....developing Africa's Trustees 
larly in recognition of the growth in assets under management which are now some 
Kshs1 trillion. The programme is delivered at College of Insurance “COI” in Nairobi 
and at other locations around Kenya and is administered by ARBS and COI. 

TDPK is a 5 days classroom based programme made up of 6 modules including Fun-
damentals of Retirement Benefits, the Law and Retirement Benefits, Governance, 
Investing and Funding, Contracts and Outsourcing and Administration and Over-
sight. 
The programme is open to candidates from around Africa and has seen partici-
pants from as far afield as Ghana, Tanzania, Malawi, Zambia as well as Uganda and 
Kenya. Participants include retirement benefits scheme trustees, service providers 
and employees of regulators. To date nearly 5,000 candidates graduated from the 
programme.

Candidates are examined after each 
module and those who pass receive a 
certificate of proficiency. Kenya’s RBA 
requires all trustees of retirement ben-
efits scheme and directors of corporate 
trustees to successfully undergo TDPK.

Having been in operation for some 6 
years, TDPK is now undergoing major 
revision to take account of rapid de-
velopment in the retirement benefits 
industry and enhancements in scheme 
governance.  In addition a training pro-
gramme for scheme administrators is to 
be developed as well as refresher pro-
grammes for trustees.

For information on TDPK contact the 
ARBS Executive Secretariat at;
info@arbs.co.ke 

In 2011 Kenya saw the launch of Trustee 
Development Programme Kenya “TDPK”. 
This development was the brainchild of 
Kenya’s Retirement Benefits Authority 

“RBA”. TDPK was conceived by RBA and 
developed in collaboration with College of 

Insurance in Nairobi, Humber Centre for 
Employee Benefits in Canada and Associa-

tion of Retirement Benefits.

From page 37
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Source: PM News

Global organisation, the United Na-
tions, has appointed Nigeria’s Minister 
of Finance, Mrs. Kemi Adeosun, into the 
Investments Committee of the United 
Nations Joint Staff Pension Fund (UN-
JSPF).
The Under-Secretary-General of United 
Nations, Jan Beagle, who confirmed Ad-
eosun’s appointment, disclosed that the 
Minister would serve a one-year term of 
office effective from January 1, 2018.
Beagle said, “On behalf of the Secre-
tary-General, I have the honour to in-
form you that at the 55th plenary meet-
ing of the seventy-second session of the 
General Assembly, the General Assem-
bly decided to appoint you as an ad-hoc 
member of the Investments Committee 
for a one-year term of office, beginning 
from 1st January, 2018.
“I would like to take this opportunity to 
congratulate you on your appointment 
and wish you success in your work.”
The Representative of the UN Secretary-
General on the Investments Committee 
of the UNJSPF, Ms. Carolyn Boykin, 
also congratulated the Minister on her 
appointment and welcomed her to the 
Committee.
Boykin explained that the purpose of 
the investments of the UNJSPF was to 
secure the pension entitlements of the 
international civil servants who partici-
pate in the Fund.
“The fiduciary responsibility is to all par-
ties concerned and it is the responsibil-
ity of the Secretary-General to ensure 

that those investments are managed to 
preserve the capital of the Fund and to 
obtain a long-term real rate of invest-
ment return that is line with the actuarial 
assumptions, without jeopardizing the 
capital of the Fund by taking excessive 
risks,” Boykin stated.
The UNJSPF is a Fund that provides UN 
pension, death, disability and the other 
related benefits for staff of the United 
Nations and the other organizations ad-
mitted to membership in the Fund.
The UNJSPF is a multiple employer de-
fined benefit plan and governed by the 
United Nations Joint Staff Pension Board 
(UNJSPB), the Staff Pension Committee 
for each member organization, and a 
secretariat to the UNJSPB and to each 
such committee.
The Fund was established through UN 

General Assembly resolution 248 (III) 
(passed December 1948) which came 
into effect on the 23rd January, 1949 
making it a permanent retirement 
scheme.
It currently serves 23 member organiza-
tions, with 128,262 active participants 
and approximately 75,000 retirees in 
nearly 200 countries.
The Honourable Minister has accepted 
her appointment by the United Nations 
into the Investments Committee of the 
United Nations Joint Staff Pension Fund 
(UNJSPF).

Kemi Adeosun: Nigeria Minister of 
Finance

“The fiduciary respon-
sibility is to all parties 
concerned and it is the 

responsibility of the Sec-
retary-General to ensure 

that those investments are 
managed to preserve the 
capital of the Fund and 

to obtain a long-term real 
rate of investment return 
that is line with the actu-
arial assumptions, without 
jeopardizing the capital of 
the Fund by taking exces-
sive risks,” Boykin stated.
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