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ICEA LION Income DrawDown Fund
Report of the Directors of the Corporate Trustee
For the year ended 31 December 2020

The Directors of the Corporate Trustee present their report together with the audited financial statements for the year
ended 31 December 2020.

ESTABLISHMENT, NATURE AND PURPOSE OF THE FUND

The Fund was established by ICEA LION Life Assurance Company Limited (the Founder) under irrevocable trust and
commenced on 1st December 2016. It is governed by Trust Deed and Rules dated 27th October 2016 and as
subsequently amended.

The Fund is constituted as an Income DrawDown Plan whose purpose is to provide income draw down retirement
benefits for members on retirement at a specified age and relief for certain of the dependants of members who die. An
Income Draw Down Plan is an arrangement in which a member opis to access his/her retirement benefits as a regular
income through an investment fund from which retirement benefits are drawn.

The minimum drawdown period for the Fund is 10 years subject to a maximum draw down of 15% per annum of the
accumulated member's balance.

The Fund Is registered with Kenya Revenue Authority and its investment income is exempt from income tax (Tax
Exemption Certificate Serial No.P/20180323/228). The scheme is also registered with the Retirement Benefits
Authority (Scheme Reference No. 02044 and Certificate No:01588).

CONTRIBUTIONS
Contributions to the Fund by members are mainly in form of fransfers from accumulated funds in registered retirement
benefit schemes.

SCHEME MANAGEMENT
The Scheme Corporate trustee, Administrator and Approved Issuer are set.out on Page 1.

MEMBERSHIP
Individuals with a minimum age of 50 years and a maximum age of 65 years are eligible to join the Fund.

As at the end of the year the Fund had 181 active members (2019: 55 Members)

FINANCIAL REVIEW

The statement of changes in net assets available for benefits on page 8 shows an increase in the net assets of the
Fund for the year of Kshs.427,439,930 (2019: Kshs.338,734,071) and the statement of net assets available for
bensfits on page 9 shows the Fund's net assets as Kshs.792,346,333 (2019: Kshs.364,906,403).

INVESTMENT OF FUNDS
The Fund assets are invested with ICEA LION Life Assurance Company Limited in a Deposit Administration
(Guaranteed) Account and net interest was credited to the Fund at a declared net rate of 8% (2019:10.25 %)

AUDITORS
VC Karani & Associates, Certified Public Accountants, were appointed auditors for the year and have expressed their
willingness to continue in office.

For the Corporate Trustee:

1400400
Sectetary /Trustee e

Date e> ....... % .......... wrernsi 2021,



ICEA LION Income DrawDown Fund
Scheme Governance Disclosure Statement
For the year ended 31 December 2020

1. Directors of the corporate trustees in office

Category (Member
elected/Sponsor No. of Membership
nominated/Professi |meetings |Certified [Highest of other
Name of Director Age|onal) attended [(Yes/No) |Qualification |Boards
POST
FRED WASWA OVER 35|PROFESSIONAL 1|YES GRADUATE  [N/A
MASTERS
CAROL MUKONYORO | OVER 35[PROFESSIONAL 1]YES DEGREE N/A
MASTERS
GODWIN SIMBA OVER 35|PROFESSIONAL 1|YES DEGREE N/A
MASTERS
ANTHONY ODHIAMBO | OVER 35|PROFESSIONAL 1|YES DEGREE N/A

The Board of Directors of the Corporate Trustee held 1 meeting during the year ending 31st December 2020,
The meeting was held on 22nd December 2020.

3. The composifion of the Board of Directors of the Corporate Trustee is as hereunder:
a) Gender balance: Female 25%  Male75%
b) Skills mix: No. of Directors with financial skills 4

c) Age mix: No. of Directors younger than 35 years Nil  No. of Directors older than 35 years 4

4, Committees of the Board

No. of Any external advisors, invitees
Meetings [to meetings (Yes/No)(if yes,
Committee Name held mention purpose) Allowances paid (Kshs.)

NONE N/A N/A N/A

5.  Fiduciary Responsibility Statement

The Board of Directors of the Corporate Trustee is the governing body of ICEA LION Income Drawdown Fund
and is responsible for the corporate governance of the scheme. The directors are responsible for ensuring that
the administration of the scheme is conducted in the best interests of the scheme's members and the sponsor,
To achieve this, the directors embraced their fiduciary responsibility by:

a) Acting honestly and did not improperly use inside information or abuse their position;

b) Exercising the highest degree of care and diligence in the performance of their duties that a reasonable person in
a like position would exercise in the circumstances; and

¢) Performing their duties with the requisite degree of skill.

The scheme has complied with the laws, regulations and guidelines that govern retirement benefit schemes and
the scheme's operations.

The directors have ensured that the fund manager/approved issuer has carried oul all scheme investments and
that all scheme assets and funds are held by the custodian/approved issuer.

The Board charter for the scheme has been developed.
6. Responsible Corporate Citizenship

The scheme has participated in socially responsible investments and operations and has not been involved in
any activity that may undermine the well-being of the sponsor, members or the community in which it operates.



Icea Lion Income Drawdown Fund
Scheme Governance Disclosure Statement
For the year ended 31 December 2020

7.

10.

1.

Key Outcomes

The Board of Directors of the Corporate Trustee seeks to achieve the following:

a) Building trust with the members and sponsor of the scheme so that they are satisfied with the

administration of the scheme;

b) Supporting innovation and developing solutions that meet the members' and sponsor's needs; and
c) Ensuring that the scheme's administrative processes remain transparent and accessible to members

and the sponsor.

The Board of Directors of the Corporate Trustee will measure the progress towards these outcomes
through:

a) Triennial members' survey score.

b) Regular reports and feedback from the sponsor.

Annual General Meeting

The Board of Directors of the Corporate Trustee held the annual general meeting on 22/12/2020. The
Board adequately addressed the members' concerns.

The Board did not conduct member sensitization activites during the year under review.

Corporate trustee remuneration policy

During the year under review, the Corporate Trustee was paid a gross sum of Kshs 793,261. The
payments complied with the corporate trustee remuneration policy of the scheme.

Board of Directors of the Corporate Trustee Evaluation

The board of directors of the corporate trustee did not undertake board evaluation in the year under
review,

For the corporate trustee:

QCTAGON PENSION SERVICES LTD.
P. 0. Box 101300000}

1
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ICEA LION Income DrawDown Fund
Statement of Corporate Trustee Directors' Responsibilities
For the year ended 31 December 2020

The Retirement Benefits (Occupational Retirement Benefits Scheme) Regulations, 2000 require the
Directors of the Corporate Trustee to prepare financial statements in a prescribed form for each
financial period. They also require the Directors of the Corporate Trustee to ensure that the Scheme
keeps proper accounting records of its income, expenditure, liabilities and assets, and that contributions
are remitted to the custodian in accordance with the rules of the Fund.

The Directors of the Corporate Trustee accept responsibility for the annual financial statements, which
have been prepared using appropriate accounting policies supported by reasonable and prudent
judgments and estimates, in conformity with International Financial Reporting Standards and in the
manner required by the Retirement Benefits (Occupational Retirement Benefits Schemes) Regulations,
2000. The Directors of the Corporate Trustee are of the apinion that the financial statements give a
true and fair view of the net assets available for benefits and changes in net assets available for
benefits in accordance with International Financial Reporting Standards. The Directors of the Corporate
Trustee further accept respensibility for the maintenance of accounting records that may be relied upon
in the preparation of the financial statements as well as designing, implementing and maintaining
internal controls relevant to the preparation and fair presentation of financial statements that are free

from material misstatement whether due to fraud or error.

Having made an assessment of the Fund's ability to continue as a going concern, the Directors of the
corporate trustees are not aware of any material uncertainties related to events or conditions that may
cast doubt upon the Fund's ability to continue as a going concern.

The Directors of the Corporate trustees acknowledge that the independent audit of the financial
statements does not relieve them of their responsibilities.

For the Corporate Trustee:

..... ot ORBRGON PENSION SERVCES 11D .. OO
Trustee P. 0. Bou 7 7400400 Trustee \
A ,r.‘s'
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V.C. Karani B.Com, CPA(K), CPS(K) - CEO Certified Public Accountants
E .O. Ogari Msc, BSc (Actuarial Science), CPA(K), CIFA - Managing

REPORT OF THE INDEPENDENT AUDITOR VCK/ARP/2021/077
TO THE BOARD OF DIRECTORS OF THE CORPORATE TRUSTEE OF
ICEA LION INCOME DRAWDOWN FUND

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of ICEA LION Income DrawDown Fund, set out on pages 8 to 13,
which comprise the statement of net assets available for benefits as at 31 December 2020, the statement of
changes in net assets available for benefits and statement of cash flows for the year then ended, and notes
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Fund as at 31 December 2020 and of its financial performance and cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs) and the Retirement Benefits Act.

Basis of Opinion

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

Other information

The Directors of the Corporate trustee are responsible for the other information. Other information comprises
the information included in the annual report, but does not include the financial statements and our auditor's
report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact. WWe have nothing to report in this regard.

Responsibilities of the Directors of the Corporate Trustee for the Financial Statements

The Directors of the Corporate Trustee are responsible for the preparation and fair presentation of the
financial statements in accordance with International Financial Reporting Standards and the Retirement
Benefits Act, and for such internal control as the Directors of the Corporate Trustee determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the Directors of the Corporate Trustee are responsible for assessing the
Fund's ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the Directors of the Corporate Trustee either intend to
liquidate the Fund or to cease operations, or have no realistic alternative but to do so.

Bishop Road, Fort Granite Flats A6, Milimani * P O Box 45481 - 00100 Nairobi * Tel: 2710102
Mobile: 0738 561956 | 0722 895049 | 0725 632942 * Email: office@karaniassociates.co.ke, karaniassociates@gmail.com
6



Partians VC Ka_ram & Assoc:ates
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REPORT OF THE INDEPENDENT AUDITOR
TO THE BOARD OF DIRECTORS OF THE CORPORATE TRUSTEE OF
ICEA LION INCOME DRAWDOWN FUND

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material mistatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with I1SAs will always detect a material mistatement when it exists. Mistatements can arise from fraud or error and
are considered material if, individually or in aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise proffessional judgement and maintain proffessional
skepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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

+ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the Directors of the Corporate Trustee.

«  Conclude on the appropriateness of the Directors of the Corporate Trustee’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Fund’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Fund to cease to continue as a going concern.

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

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

The engagement partner responsible for the audit resulting in this independent auditor's report is CPA Evans Ogari -
P/No 1971.

Certified Public Accountants e S B ) (R

Nairobi | VC KARANI & ASSOCIATES |
| CERTIFIED PUBLIC ACCOUNTANTS

!
| 30 MAR 2021

g P. 0. Box 45481-00100
v NAIFS

Bishop Road, Fort Granite Flat - 00100 Nairobi=Tel: 2710102
Mobile: 0738 561956 | 0722 895049 | 0725 632942 * Email: office@karaniassociates.co.ke, karaniassociates@gmail.com
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ICEA LION income DrawDown Fund
Statement of changes in net assets available for benefits
For the year ended 31 December 2020

Notes
Income from dealings with members
Contributions 2
Outgoings from dealings with members
Benefits paid 3
Net additions from dealings with members
Return on investments
Investment income 4
Tax expense 5a
Net return on investments
Administrative expenses 6a
Increase in net assets for the year
Prior year adjustment 6b

Net assets available for benefits at start of year

Net assets available for benefits at end of year

2020 2019

Kshs Kshs
483,153,021 350,574,626
483,153,021 350,574,626

(96,511,140) (29,010,482)
386,641,881 321,564,144
43,404,018 18,671,064

(2,605,969) (1,501,137)
40,798,049 17,169,927
427,439,930 338,734,071
- 121,701
364,906,403 26,050,631
792,346,333 364,906,403




ICEA LION Income DrawDown Fund
Financial Statements
As at 31 December 2020

Statement of net assets available for benefits

2020 2019
Notes Kshs Kshs
Assets
Guaranteed Fund 7 792,346,333 364,906,403
792,346,333 364,906,403
Liabilities
Accrued expenses and other payables 8 - B
Total Net Assets 792,346,333 364,906,403
FINANCED BY:
Members' Fund 792,346,333 364,906,403

The financial statements out on pages 8 to 13 were approved by the Board of Directors of the
Corporate Trustee on \5 : \........2021 and signed on their behalf by:

T .00400

P L

- }ocrgs%w PENSION SERVICES LTo

........................................ i et
Trustee T — . | Trustee




ICEA LION Income DrawDown Fund
Financial Statements
For the year ended 31 December 2020

Statement of cash flows

Cash flows from operating activities
Contributions received

Benefits paid
Tax paid
Amount withheld to pay balance of tax

Net cash from operations
Cash flow from investing activities

Investment income received

Net cash from investing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

Guaranteed fund at end of year

10

Note

2020 2019
Kshs Kshs
483,153,021 350,574,626
(96,511,140) (29,010,482)
(1,313,494) a
(1,292,475) (1,501,137)
384,035,912 320,063,007
43,404,018 18,671,064
43,404,018 18,671,064
427,439,930 338,734,071
364,906,403 26,172,332
792,346,333 364,906,403
792,346,333 364,906,403




ICEA LION Income DrawDown Fund
Financial Statements
For the year ended 31 December 2020

Notes

1 Accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set out

below.

a)

b)

o
iii

c)

d)

e)

These policies have been consistently applied to all years, unless otherwise stated.

Basis of preparation

The financial statements have been prepared in accordance with and comply with International
Financial Reporting Standards, the Retirement Benefits Act 1997 as amended, and the
Retirement Benefits (Occupational Retirement Benefit Schemes) Regulations, 2000.

The financial statements summarize the transactions of the Fund and deal with the net assets at
the disposal of the Directors of the Corporate Trustee. They do not take account of obligations
to pay benefits that fall due after end of the financial period.

The financial statements are presented in the functional currency, Kenya Shillings (Kshs) and
are prepared under the historical cost convention as modified by the carrying of certain
investments at fair value.

Adoption of new and revised International Financial Reporting Standards (IFRSs)
New and revised standards effective '

At the date of authorization of these financial statements, various new and revised standards
and interpretations were issued and effective. None of them has had an effect on the scheme's
financial statements.

New and revised standards issued but not yet effective

At the date of authorization of these financial statements, various new and revised standards
and interpretations were issued but not yet effective. None of them has had an effect on the
scheme's financial statements.

Early adoption of standards

The directors of the corporate trustee have assessed the potential impact of application of these
standards and based on their assessment, they do not anticipate any significant impact on the
Scheme's financial statements.

Contributions
Contributions are accounted for in the period in which they are received.
Benefits payable

Benefits payable are taken into account in the period in which they fall due.

Interest income

Interest income is accounted for in the periad in which it is earned.

¥



ICEA LION Income DrawDown Fund
Financial Statements
For the year ended 31 December 2020

Notes (continued)

2020 2019
Kshs Kshs
Contributions
Fund transfers in 483,153,021 350,574,626
Benefits payable
Income draw down payments 96,511,140 29,010,482
Investment income
Registered fund 32,980,141 13,667,274
Unregistered fund 10,423,877 5,003,790
43,404,018 18,671,064

Interest for the year was credited by ICEA LION Life Assurance Company Limited at a declared net rate

of 8 % (2019: 10.25%) .
Taxation

ICEA LION Income DrawDown Fund has been approved by the Kenya Revenue Authority and its
investment income is exempt from taxation with effect from 28 February 2017.

Taxation reflected in the financial statements relates to tax payable on net investment income earned

by the unregistered portion of the fund and is as follows:

2020 2019
Kshs Kshs
Taxable investment income 10,423,877 5,003,790
Tax charge for the year at 25% (2019: 30%) 2,605,969 1,501,137
Tax paid (1,313,494) =
Amount withheld to pay tax balance (1,292 ,475) (1,501,137)
Balance of tax payable - -
Administrative expenses
Administrative expenses are borne by the sponsor.The expenses for the year are:
2020 2019
Borne by the Sponsor Kshs Kshs
RBA levy 1,438,519 729,813
Audit fees 174,000 104,400
Trustee fees 793,261 -
2,405,780 834,213
Borne C
RBA levy B 52,101
Audit fees - 69,600
- 121,701

Administrative expenses charged in the year 2018 were written back into the scheme in the year 2019

as a prior year adjustment.

2020 2019

Guaranteed fund Kshs Kshs
Registerd Fund 608,598,914 269,079,308
Unregistered Fund 183,747,419 95,827,095
792,346,333 364,906,403

The Fund assets are invested in a Guaranteed Fund Account with ICEA LION Life Assurance Company
Limited (The Approved Issuer). Interest was credited to the Fund by the Approved Issuer at a declared
net rate of 8 % (2019:10.25%).

12



ICEA LION Income DrawDown Fund
Financial Statements
For the year ended 31 December 2020

Notes (continued) 2020 2019
8. Accrued expenses and other payables Kshs Kshs
Payable by the Sponsor
RBA Levy 1,438,519 729,813
Audit fees 174,000 104,400
1,612,519 834,213
9. Comparatives

10.

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

Financial risk management disclosures

The Fund's activities expose it to a variety of financial risks, including credit risk and the effects of
changes in foreign currency exchange rates and interest rates. The Fund's overail risk management
programme focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on its financial performance, but the Fund does not hedge any risks.

Risk management is carried out by the approved issuer of the Fund in accordance with the deposit
administration agreement signed by the Directors of the Corporate Trustee.

Market risk

(i) Foreign exchange risk
The Fund has no investments in offshore markets and is therefore not exposed to foreign exchange
risk arising from various currency exposures, primarily with respect to the US dollar and Euro.

(ii) Cash flow and fair value interest rate risk
The Fund does not hold any interest bearing financial liability or overdraft at a variable rate which
would expose the Fund to cash flow interest rate risk.

Credit risk

Credit risk refers to the risk that a counterparty will default on its obligations resulting in financial
loss to the Fund and arises principally from the Fund's investments and contribution receivable. The
Fund invests all of its funds with the approved issuer under deposit administration agreement hence
concentration of credit risk. The approved issuer assesses the credit quality of each investment,
taking into account its credit rating and invests in investments with good credit rating. In addition,
the approved issuer has guaranteed preservation of the Fund's contributions and an annual
minimum interest rate of 4%.

The amount that best represents the Fund's maximum exposure to credit risk at 31 December 2020
is made up as follows:

2020 2019
Kshs Kshs
Guaranteed Fund 792,346,333 364,906,403

No collateral is held for any of the above assets.

Liguidity risk

Prudent liquidity risk management includes maintaining sufficient cash balances to cover
anticipated benefit payments, Liquidity risk management is carried out by the Approved Issuer
based on anticipated benefit payments and obligations as advised by the Corporate Trustee. The
Approved Issuer has guaranteed liquidity of the Fund.
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