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Report: Low income earners
poorly saving for retirement

Retirement Benefits Authority chief executive officer Edward Odundo (left) presents RBA information pack to RBA chairman,
Mr Kanyi Gachoka, who was appointed by the government the chairman of board of directors of the Authority starting July 2,
2012.

Insurance
Kenya on growth path

Inside

Mbao Pension Plan
Record massive growth

Financial education
Regulators' push for syllubus

The Pensioner | September 2012

Message From The CEO

What's Inside
Contents

Report: Low income earners poorly saving
for retirement
8

Service Delivery Charter
Our service

Our standards

We aim to:
• Make sure that all economically active people,
either in the formal or informal sector are aware of
and have access to our services, and have access
to channels for saving for retirement;
• Educate the public, trustees, members and
sponsors on their rights and responsibilities in
relation to a retirement beneﬁts scheme;
• Protect the interests of members and sponsors of
retirement beneﬁts schemes by ensuring that the
schemes are steered in their best interest;
• Supervise the retirement beneﬁts industry in
accordance with the Retirement Beneﬁts Act;
• Work closely with other stakeholders and the
Government for the overall development of the
retirement beneﬁts industry; and,
• Promote and support the welfare of people in
retirement.

Identiﬁcation
Whenever you contact us, the person you deal with will
give you his or her name. When you meet a member of
our staff , they will wear a name badge.

Information on retirement beneﬁts
When you request information on retirement beneﬁts
or information about your scheme, we will do the
following:
• Give you information, advice and help on how you
can save for your retirement;
• Give you information on all types of schemes.
However, we shall not recommend any;
• Give you information, advice and help on all
beneﬁts which you may be entitled to;
• Take up and follow up, on your behalf, any ofﬁcial
complaint you ﬁle with regard to your beneﬁts or
retirement beneﬁts scheme;
• Let you know what beneﬁt you will get, and when,
or let you know if we need more information;
• Let you know your rights and responsibilities as far
as your beneﬁts are concerned; and,
• Tell you how changes in your circumstances can
affect your beneﬁts. We will also tell you about any
other help you may be able to get.
Further information
We also off er a full range of leaﬂets and information
about other services that are available.
Contacting us
If you want to contact us, our ofﬁces are open from:
8.15 am to 5.00 pm, Monday to Friday each week. We
are, however, closed on public holidays and have a
one hour lunch-break between 1.00 pm. and 2.00 p.m.
on weekdays.
Tel: +254 20 2809000
If you know the extension number of the person you
wish to speak to, you can call direct by dialing +254 20
2809 followed by the extension number.
Fax : +254 20 2710330 Email: info@rba.go.ke
If you would like to visit us, we are based at
Rahimtullah Towers, Upper Hill, Nairobi, 13th Floor
Information on the internet
You can get more information about us on our website:
www.rba.go.ke

When you phone us
We aim to answer calls and enquiry lines within 20
seconds. If we cannot deal with your enquiry immediately,
we will arrange to return your call at an agreed time.
Our telephone numbers are: +254 20 2809000
When you visit the ofﬁce
When you visit our ofﬁces we will ask you how we can
help.
If you call without an appointment, we will try to see you
within 15 minutes. If you have an appointment, we aim
to see you within 10 minutes of your appointed time. If
you will need to wait longer, we will keep you informed.
Other arrangements
If you cannot call at our ofﬁces, certain
circumstances, we can arrange to meet with you at
your convenient place and time.
When you write to us
When you contact us by lett er, fax or e-mail, we will
reply to any request for information within 7 working
days from the date we receive your communication.
If we cannot deal with your letter, fax or e-mail
fully within 7 working days, we will let you know
how much longer it will be before we can give you
a full answer. It may be that we require further
information from you with regard to your request.

Responsibilities
What we will do for you
We will:
• Treat you with respect and be polite and helpful in
all our dealings with you;
• Treat you fairly and in line with current law,
irrespective of your religious belief, gender,
political opinion, race, age, marital status or any
other discriminatory factor;
• Have staff who are fully trained to carry out their
duties quickly and effectively;
• Keep any information you give us conﬁdential and
only pass on information where necessary;
• Provide a face-to-face service in our ofﬁces, which
will have modern open-plan facilities that provide
a welcoming and pleasant environment;
• Return your personal documents to you as quickly
as possible;
• Consult customers regularly and take account of
their comments; and
• Aim to continuously improve services for our
customers.
What we ask of you
In return, we request you to:
• Be polite and considerate to our staff ;
• Be polite and considerate to other clients; and,
• Give us relevant and honest information when

Kenya insurance companies are
innovative, growing – report
we ask for it, including information about our
services and any suggestions for improvement.
We will not tolerate violent or abusive behavior
towards our staff or our property.
Decision making
If you think a decision on your applicati on is wrong:
• You can ask us to look at the decision again; or
• You may be able to appeal to the independent
tribunal.
The letter telling you about our decision will tell you if
you can appeal. If you want to appeal to the tribunal
you must do this within the stipulated one month of the
date of the letter giving you the decision. You can get
more information from our legal department.

Complaints
Complaints relating to your scheme or service
providers
If you have a complaint or dispute with
regard to the running of retirement beneﬁts
schemes, you can ﬁle an ofﬁcial complaint.
Please see our Complaints Booklet for the procedure
for ﬁling complaints
Complaints relating to our services
Our complaints procedure is easy to use. You can
make a complaint in writing to the Chief Executive
Ofﬁcer by post; fax; or e-mail.
If you complain about our services, we will:
• Acknowledge your complaint within two working
days;
• Aim to reply within 10 working days; and
• Try to learn from your complaint to improve our
service
Our targets and performance
We have targets that deal with issues of the retirement
beneﬁts sector. You can ﬁnd out if we are meeting
our targets each year from our annual reports,
performance contract or by contacting us. We will
display information about our performance on our
website.
More about the service charter
A service charter is a public commitment by a public
organisation to deliver high quality services to its
customers. This service charter sets out the service
standards that you can expect when you deal
with the Authority. The charter also identiﬁes your
responsibilities and seeks your help in maintaining the
standards.
The charter will normally undergo an internal review
every twelve months. In each review we will consider
all customer comments and, where relevant, the
ﬁndings of the most recent customer surveys.
The Authority will also commission an independent
audit of compliance with the charter every three years.
Our performance against the service standards
contained in this charter will be monitored by the
Authority’s Board of Directors.
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J

oin me in welcoming our new chairman of the Board of Directors,
Mr Kanyi Gachoka, who was appointed by the Government on July
Govt appoints new Board Chairman
10
6, 2012. Mr Gachoka, a distinguished lawyer and a former RBA director, was appointed for a period of four years with effect from July 2,
Mbao Pension in massive members, fund
2012. Mr Gachoka is not new to RBA having joined the Authority’s Board
value growth
10
of Directors on January 5, 2007 and has been a member of various board
Govt employees with disabilities to retire at committees and he chaired ICT committee.
In line with our mandate of developing the retirement benefits in65
11
dustry, we in August released findings of a study on micro-pension we
Survey: An estimated 650 million people did in conjunction with United States International University, which
recommended strengthening of micro-pension product for the informal
worldwide experience some form of
disability
11 sector workers. Although the sector offers the bulk of employment to
Kenyans, at 80 per cent, only one per cent of those in the sector save
for their retirement. The study recommends that as we focus on capturSecure your income now for the benefit
of your retirement years
12 ing informal sector workers, we should also target professionals such
as doctors, lawyers and valuers, who are not saving for retirement.
Further, the study found that despite being aware of the existence of the
RBA set to revise investment rules
13
Mbao Pension Plan, 89 per cent of the participants did not know how to
14 join the scheme or how the scheme operates.We will continue to support
Pictorial
communication initiatives by Mbao Pension Plan’s service providers. Latest
information indicate that the pension plan is on growth trajectory with its
membership more than doubling during the first eight months of this year
from 13,200 to 35,163 members, while the scheme’s fund value rose by
more than eight times from Sh3.5 million to Sh28.7 million during the period.
We have begun a comprehensive review of our investment guideThe Pensioner is published by: lines which was informed by our risk based supervision implemented
Corporate Communications Department last year which required us to take a more pro-active risk mitigation
approach as opposed to the previous reactive compliance approach.
Retirement Benefits Authority

P. O. Box 57733 Nairobi 00200
Telephone: +254 20 2809100
Cell: 0722 509939/ 0735 339132
Fax: +254 20 2710330
Email: news@rba.go.ke

I wish you a happy reading.

Dr Edward Odundo, Ph.D., MBS
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Kenya insurance companies are
innovative, growing – report

A

lthough Kenya insurance compa- develop a segment that accounts for about a
nies are small organisations by third of all premiums written in the insurance
most standards, they are innova- sector as a whole, according to the report.
tive and clearly understand the “In other words, they have collectively built
needs and challenges of their customers, ac- sufficient trust among those Kenyans who
cording to Business Monitor
can save for the long-term,”
International’s recent report.
the report says. “Given
“As of mid-2012, we rethe country’s tendency for
main of the view that Kenya’s
high(ish) inflation, this is
insurance sector is dynamic
very much to their credit.”
and resilient,” says Business
Unlike in some Eastern
Monitor International in its
European
countries, the
Kenya Insurance Report Q3
development of the segment
2012. The Kenya Insurance
has not been driven entirely
Report considers the prosby multinational giants. South
pects for both life and nonAfrica’s Metropolitan Life has
life insurers in the country.
a subsidiary in Kenya. Sanlam,
Initiatives that have been
another South African major,
announced in recent months
has a strategic relationship
include agricultural risk prodwith Pan Africa, as well as
ucts that cover farmers against Kenya Insurance Report
its own subsidiary in African
the impact of natural disaster, Q3 2012 by Business
Insurance. However, the
facilities to pay premiums and Monitor International.
local life companies have
via mobile phones and takaful. Business Monitor Interna- also been key players in
Another indicator of the tional is a market leader
the segment’s evolution.
potential for the non-life seg- in Business Intelligence.
Life density is low by
ment is that Kenya is one of Their Service is relied
many standards but is clearly
only four countries in Africa upon by 90% of the Global growing rapidly. “We remain
(the others being South Africa, Fortune 500 companies,
optimistic about the prosEgypt and Uganda) in which Investment Banks, and
pects for Kenya’s insurance
global property and casualty Government Agencies.
sector, and this is reflected
insurance giant Chartis has an
in our projections through
on-the-ground presence. Nonto 2016,” the report says.
life penetration exceeds 2%, which is a high level
Over the last quarter, BMI has made
for a country with Kenya’s per capita income. the following changes: - The analysis incorIn a country where many households are porates BMI’s latest forecasts for Kenya’s
too poor to consider saving for the future, economy, including details in relation to auto
Kenya’s life insurers have still managed to sales and trends in the healthcare sector.

Company
1 Apollo Insurance
2 British American
3 CFC Life
4 Corporate Insurance
5 Heritage Insurance
6 ICEA
7 Jubilee
8 Kenindia
9 Kenya Alliance
10 Madison
11 The Monarch
12 UAP
13 Pan Africa Life Insurance
14 Mercantile Insurance
4

Financial Sector Regulators on
benchmarking tour to Japan

- The analysis incorporates the latest comments on developments of leading local insurers.

Lessons to start financial studies in Kenya schools at early age

P
South Africa's Metropolitan Life has
subsidiary in Kenya, while Sanlam, also
South African has a strategic relationship with Pan Africa as well as own
subsidiary ― African Insurance.

‘Another indicator of the
potential for the non-life segment is that Kenya is one of
only four countries in Africa
(the others being South
Africa, Egypt and Uganda)
in which global property
and casualty insurance giant
Chartis has an on-the-ground
presence. Non-life penetration exceeds 2%, which is a
high level for a country with
Kenya’s per capita income.’

INSURANCE COMPANY NET RATES OF RETURNS TO RETIREMENT BENEFITS SCHEMES
2000
2001
2002
2003
2004
2005
2006
2007
2008
10.00% 10.50% 10.00% 10.00% 8.00% 11.00% 12.50% 11.00% 4.00%
10.00% 9.60% 8.60% 10.00% 7.50% 10.25% 18.00% 10.50% 6.00%
11.50% 11.50% 9.00% 8.00% 7.50% 8.50% 11.00% 9.50% 5.00%
10.00% 5.00% 5.70% 10.50% 5.00% 5.00% 10.00% 8.00% 8.00%
11.00% 10.50% 8.50% 8.00% 8.00% 8.75% 15.00% 13.00% 8.00%
10.00% 10.00% 6.50% 7.25% 6.00% 7.62% 9.00% 9.25% 8.10%
12.00% 11.75% 10.75% 10.25% 9.50% 10.50% 12.75% 12.00% 8.00%
11.50% 11.50% 10.50% 9.25% 8.50% 10.00% 11.00% 11.00% 9.50%
7.50% 7.50% 8.50% 8.00% 5.00% 10.00% 10.00% 11.00% 6.00%
5.00% 7.50% 6.00% 6.00% 6.00% 7.00% 10.00% 9.00% 5.00%
10.00% 10.90% 10.79% 5.60% 6.00% 9.00% 10.00% 10.00% 12.00%
10.00% 10.50% 8.00% 15.00% 12.50% 12.50% 16.00% 10.00% 7.50%
7.00% 10.00% 9.00% 9.00% 9.00% 11.00% 12.50% 11.00% 10.00%
8.00%

2009
10.00%
9.00%
6.00%
8.00%
6.00%
8.15%
8.20%
11.00%
7.00%
8.25%
12.00%
5.00%
10.00%
8.00%

2010
11.00%
15.00%
10.00%
8.00%
10.00%
11.50%
12.75%
12.00%
10.00%
10.00%
10.00%
10.00%
12.50%
7.00%

2011
7.00%
6.00%
3.00%
8.00%
6.00%
7.50%
6.50%
12.00%
12.00%
6.00%
8.00%
5.00%
5.00%
7.50%

lans to have financial literacy
included in the current curriculum
are at an advanced stage following
financial regulators visit to Japan,
a leading country in integrating financial
literacy into the school curriculum starting at
primary school.
The financial regulators – comprising
Retirement Benefits Authority, Capital
Markets Authority, Central Bank of Kenya
and Insurance Regulatory Authority – visited
Japan on May 14-18, 2012 to experience
firsthand the success of the Japanese
Curriculum on Financial Literacy for schools.
The curriculum to be integrated in Kenya’s
existing school syllabus will address the
knowledge, attitudes, and behaviour of an individual toward financial topics and concepts.
The
regulators’
Public
Relations
Committee that was given the assignment of
developing the financial literacy curriculum
for schools identified Japan for benchmarking
purposes because Japan is the only country in
the world battling the challenge of getting the
Japanese to spend, whereas majority of countries world-wide are struggling to surmount
the challenge of getting their nationals to save.
During the visit to Japan, the
delegation was accompanied by Kenya
Institute of Education senior deputy director in-charge of curriculum development
Ms Mercy Kiragu. The team held meetings
with officials from Bank of Japan, which is
the Secretariat to the country’s Central
Council for Financial Services Information
(CCFSI), which spearheads the development
of a curriculum on financial literacy. The team
paid a courtesy call on the Kenyan Embassy
to Japan and briefed the Ambassador Ben
Ogutu on their mission upon arriving in Japan.
Japan officially introduced Financial
Literacy into its school curriculum in the
1970s when the Designation of Schools for
Monetary Education started. A curriculum
targeting school children from 1st grade (Class
1) all the way to High School was introduced
in February 2007. The curriculum has been
infused into subjects like Mathematics, Social
studies, Home Economics, Civic Education and
Moral Studies (to value money and materials).
Any economy is driven by the
rate of savings and investment and Kenya
as an economy is no exception. Research
undertaken by RBA in 2009 on how Kenyans
spend their income revealed that Kenyans do
not have a saving culture. In the findings, saving was ranked eighth in the list of priorities
with Kenyans considering saving only after
they had done everything conceivable with

Content of Financial Education by Age Group
(Japan)
their

in-

attributed to low
financial literacy levels and lack
of appreciation of the importance of

come. This is largely

saving amongst the majority of Kenyans.
To change the mindsets of Kenyans, it is
imperative that a saving culture is inculcated
at an early age. The youth constitute 75% of
Kenya’s population. This young generation
is not equipped with skills on savings and
investments to enable them make informed
decisions that will lead to self economic
independence. Whenever young people are
challenged to meet basic needs, respond
to un-anticipated emergencies, or take
advantage of investment opportunities, they
never know what to do. Often, they take
up high cost debt or expensive mortgage
assets which claim their future income.

Japanes pupils in class. Japan pioneered
financial literacy curriculum in 1970s.
Below: Kenya currency.

1st to 2nd Grade
Learn fund management skills
and abilities of decision making
through; understanding the value of
money, being able to buy goods within
budget, trying to save pocket money
and understanding the necessity of
planning before buying goods.
2nd to 4th Grade
Pupil recognise the difference
between needs and wants and the
scarcity of resources. They are also able to
understand the significance of saving and
acquiring the habit of planning to save.
5th to 6th Grade
By the time kids are in 5th and 6th
grade, they are able to make independent
decisions and developed a positive
attitude towards saving and basic functions
of banks, why prices of goods change,
and that firms invest by borrowing.
Secondary School
Secondary students are taught
about stocks and bonds, understanding
how interest rates are determined,
the reasons for economic fluctuations,
and the necessity of life planning
based on one’s own sense of value.
High School
In High School, students understand
the characteristics of various financial
products such as bank accounts,
stocks, bonds, pension and social
security system and insurance.
They can also understand risks of
return of financial products, interest
rates and reasons of their fluctuations,
Central Bank’s Monitory policy and
government’s package of measures,
understanding that observing the rule of
law is important for the market economy
to work effectively (Good Citizenship)
and Globalisation of the Economy.
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Number of trained trustees rise as
December 31, 2012 deadline nears

T

he increasing complexity of a
trustee’s duty has created a need
for a clear understanding of the
roles and responsibilities. The
investment of a retirement scheme assets
can be considered the single most important
function of a trustee and at the same time
the greatest area of exposure in case of negligent performance. It is on this realisation
that the Authority in August 2011 launched
Trustee Development Programme Kenya. The
training is currently carried out by College
of Insurance although the curriculum for
this five-day course was developed with help
from Canada’s Humber Institute of Technol-

ogy and Advanced Learning.
The training sessions are designed to
enhance trustee and retirement scheme
officer understanding of investments and
the respective investment vehicles available
to retirement schemes, the legislative and
regulatory environment, trusteeship and
the fiduciary responsibilities of trustees, the
service providers and their respective roles.

‘Each scheme must have
at least one trustee certified by December 31, 2012.
The requirement also applies to trust corporations.’

Retirement Benefits Authority issued a
Practice Note in August 2011 requiring every
scheme to ensure it has at least one trustee
trained through the programme by December
31, 2012. The requirement also applies to
trust corporations. So far 512 trustees have
been trained, which in other terms means 264
schemes have at least one trustee trained, out
of 1,300 registered schemes. The numbers are
expected to go higher in the coming days as the
deadline nears and as the Authority, College
of Insurance and Association of Retirement
Benefits Schemes step up awareness about the
training programme and the trainings spread
outside Nairobi to reach more trustees..

NOTICE TO SPONSORS, TRUSTEES AND MEMBERS OF RETIREMENT BENEFITS SCHEMES

The Retirement Benefits Authority is established under the Retirement Benefits Act to inter
alia regulate and supervise the establishment and management of retirement benefits
schemes and protect the interests of members and sponsors of retirement benefits schemes.
1.

Pursuant to the provisions of section 55(3) of the Retirement Benefits Act, the Authority has
published Practice Notes for the better administration of retirement benefits schemes.
Practice Notes for the conversion of schemes from Defined Benefit to Defined
Contribution schemes and the implementation of the income drawdown payment option
are also available on the Authority’s website.

2. Pursuant to the provisions of Legal Notice No. 56 of 2012, effective 15th June, 2012, Individual
Retirement Benefits Schemes must ensure that they appoint independent corporate trustees
that are not in any way related to the scheme’s sponsor.
3.

The Authority would also like to bring to the attention of sponsors and members of
retirement benefits schemes the following provisions of the Retirement Benefits Act, 1997
relating to registration of retirement benefits schemes:
a. Section 22 (1) provides that NO person shall establish a retirement benefits scheme
except in accordance with the provisions of the Retirement Benefits Act and under the
authority of a certificate issued under the Act.
b. Section 22 (4) provides that a person who establishes a retirement benefits scheme
contrary to the provisions of the Act commits an offence and shall be liable on
conviction, to a fine not exceeding five hundred thousand shillings, or to imprisonment
for a term not exceeding two years, or both.
c.

Section 23 (1) provides that a person proposing to establish a retirement benefits
scheme SHALL apply to the Authority for, and obtain a certificate of registration
before establishing the scheme.

It has come to the attention of the Authority that some sponsors of retirement benefits
schemes are purporting to be running retirement benefits schemes notwithstanding the
above-stated registration procedure. This is to notify the general public, sponsors and
members of retirement benefits schemes whose schemes may not have been duly
registered; or members who may want to confirm the registration status of their own
schemes; or who have information on any retirement benefits scheme that is not registered
with the Authority, to contact us providing relevant information on these schemes.
4. The registration of retirement benefits schemes with the Authority is free of charge. For
purposes of scheme registration, the application forms together with a list of other requisite
registration documents are available on the Authority’s website. In addition, a template trust
deed and rules is available on the Authority’s website to facilitate the process of registration.
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Pension: Report ranks low-income
earners poorly in retirement saving

RBA research and development manager Nzomo Mutuku
(left) receives Critical Success Factors for a Sustainable Micropension Scheme in Kenya study findings from USIU DVC
- Academic Affairs Prof Mathew Buyu. USIU is only private
university among five universities RBA is working with in
various research projects.

A

lthough the informal sector employs more than 80 per
cent of the Kenya workers, less than one per cent of the
participants are saving for retirement, according to findings of a new study on micro-pension.
However, informal sector workers have the ability and
willingness to save but they lack the competence and saving
avenues to transform these savings into substantial retirement
income, according to Critical Success Factors for a Sustainable
Other key findings:
• Majority of the informal sector workers (76%) save
their incomes with the majority (43%) saving in their
bank accounts and micro finance institutions.
• Of the savers, 83 per cent set aside less than 10% of
their income (less than Ksh. 600 per month).
• 55 per cent of the savers save more than three times in
a month.
• The number of savers is not significantly different on
the basis of industry of operation and gender.
• Eighty five per cent of the participants have no objection to joining a government supported pension plan.
• Despite being aware of the existence of the Mbao
pension scheme, 89 per cent of the participants did not
know how to join the scheme or how the scheme operates.

RBA's research alliances with campuses

Representing Retirement Benefits Authority chief executive Edward
Odundo during the function, the Authority’s Research & Development
manager Nzomo Mutuku said that to perform its mandate of being
the government advisor on pension matters, RBA is working with
five universities in doing research. “For us to competently advise the
government we must advise based on empirical research,” Mr Mutuku
said during the release of Critical Success Factors for a Sustainable
Micro Pension Scheme in Kenya report at USIU. “Currently we have
memorandums of understanding with five universities and USIU is taking
the lead having so far done two studies and embarked on a third one.”
USIU is the only private university among the five.
Mr Mutuku said the findings of the study will be
subjected to RBA’s internal processes of reviewing research findings and thereafter decision will be
made
on

8

Micro Pension Scheme in Kenya report done by Retirement
Benefits Authority and United States International University.
Participants in the informal sector have specific characteristics
that alienate them from formal pension arrangements. These
factors are low incomes, income uncertainties, constant change
of jobs, frequent opts to self-employment, temporary nature of
their employment contracts, are often illiterate and unfamiliar
with the concept of pensions and they have little experience
of dealing with formal financial institutions and are the worst
affected by turbulent political and economic movements.
Despite being aware of the existence of the Mbao
Pension Plan, 89 per cent of the participants did not know
how to join the scheme or how the scheme operates.
The study’s lead researcher Prof Amos Njuguna of USIU
said some of those sampled save with bank and majority are in
merry-go-rounds. But long term saving for retirement is not there.
An overwhelming 83 per cent save less than three per cent of their
income, most of them are in less than Sh6,000 monthly income.
Asked how they plan to fund their retirement, they responded
that they will start their business. “Some still believed their children
will take care of them,” Prof Njuguna said. “Only six per cent are
saving for retirement and that are saving less than 10 per cent
of income but older people are saving higher proportion than
young.” Banks remains most saving model, the study found.
The study found that 20 per cent of the participants have
no plan to save for retirement. The plans that 73 per cent of
the participants have are not reliable avenues for retirement
savings as they include starting businesses, bank savings and
support from their children. Only seven per cent think of
funding retirement through NSSF or other pension scheme.

Mr Mutuku recives a curving from Prof Buyu as a token for
the research relationship between the university and the
Authority.
which recommendations will be passed on to the government as
policy recommendations. Other recommendations which might be of
administrative nature will be implemented by the authority, he said.
Mr Mutuku said that for RBA, the research is not an academic exercise but the outcome is used to make relevant changes.
One of our strategic objectives is to increase pension coverage, which currently stands at 16 per cent. It’s only 16 per cent of
the working people is covered. Vision 2030 targets 60 per cent
coverage ratio. One of the ways we are expanding pension coverage is Mbao Pension Plan. Mbao Pension Plan membership has
more than doubled during the first eight months of the year
from 13,200 to 35,163 members, according to the latest report by
the pension plan’s administrator Eagle Africa Insurance Brokers.
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USIU starts annuities study for RBA

I

n a bid to streamline hitches facing annuities providers, Retirement Benefits
Authority has contracted United States
International University to conduct a
study on annuities in Kenya.
As part of the on-going study looking
at annuity products, RBA and USIU on July
27, 2012 at Panafric Hotel held a workshop
to discuss challenges that insurance providers face while offering annuities and to
get views from the industry players. This
research is coming at a time when countries,
especially African are pursuing strategies
towards making their retirement systems
more responsive to the needs of all people.
RBA chief executive Edward Odundo said
the consultative forum was timely, because
whereas a lot of efforts have been made to
ensure that members save for retirement, little has been done to ensure that the annuities
purchased by the pensioners are harmonised.
Dr Odundo said that research shows that
the main problems facing annuity providers
relate to several factors, among them adverse selection, mortality risk, interest rates,
reinvestment, inflation risk, use of out-dated
tables that fail to reflect the modern market
conditions, governance issues in management
of the insurance companies and mispricing.
He told the workshop that the Authority
has been at the fore front on mobilisation of
long term savings to contribute to the country’s development. The retirement benefits
industry asset base has increased by almost
10 folds in last one decade from Sh50 billion
in 2000 to Sh430 billion in December 2011.
“It is important to note that a huge amount
of these funds will be used to purchase annuities as members reach their retirement age,”
Dr Odundo told the forum. “This therefore
calls for the development of a sustainable
anuities market to ensure that pensioner get
value for their long-term retirement savings.”
This study is therefore timely and
important as it seeks to critically review
the annuity market in Kenya and explore
alternative strategies to provide retirement
income to retirees. The findings of the study
will inform the life insurance industry
and policy makers on the measures to
take in order to enhance the provision of

An annuity is a contract
between you and an insurance
company that is designed to
meet retirement and other longrange goals, under which you
make a lump-sum payment or
series of payments. In return, the
insurer agrees to make periodic
payments to you beginning immediately or at some future date.
Annuities typically offer
tax-deferred growth of earnings

RBA CEO Dr Edward Odundo makes official opening remarks before the start of
a consultative stakeholder meeting at Panafric Hotel, Nairobi, on July 27, 2012.
Participants
retirement income and also the Authority.
Dr Amos Njuguna, a lecturer at the
USIU's Chandaria School of Business and
the lead researcher for the annuities study,
said that securing retirement income is a
global issue that warrants attention after
retirees have saved within their working life.
In the world of information asymmetry, Dr Njuguna said the market may
be tilted in the favour of service providers,
but at the same time fraud is a key issue amongst insurance service providers.
He said that it is argued that the life
insurance companies are slow to adjust
their rates of return to the advantage of
the pensioners and companies fail to reflect
the market conditions. “Annuitants on the

Definition of 'Annuity'

and may include a death benefit
that will pay your beneficiary a
specified minimum amount, such
as your total purchase payments.
There are generally three
types of annuities — fixed,
indexed, and variable. In a fixed
annuity, the insurance company
agrees to pay you no less than a
specified rate of interest during
the time that your account is
growing. The insurance company

other hand fail to disclose all they know
and they may not have knowledge on the
products,” Dr Njuguna said. “Annuities should
ideally be adjusted to reflect the changing
patterns of work, longevity and lifestyle.”
He said that two-thirds of the retirement
income is invested in annuities.With assets exceeding Sh470 billion, significant amounts will
be invested in annuities. “Kenyan pensioners
have raised concerns over minimal amounts
paid to them after investment in annuities –
market conditions and failure to understand
the terms and implications,” Dr Njuguna said.

also agrees that the periodic payments will be a specified amount
per dollar in your account. These
periodic payments may last for
a definite period, such as 20
years, or an indefinite period,
such as your lifetime or the
lifetime of you and your spouse.
In an indexed annuity, the
insurance company credits you
with a return that is based on
changes in an index, such as

the S&P 500 Composite Stock
Price Index. In a variable annuity,
you can choose to invest your
purchase payments from among
a range of different investment
options, typically mutual funds.
Source: U.S. Securities and
Exchange Commission
http://www.sec.gov/answers/
annuity.htm
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Govt appoints new Board Chairman
Mr Gachoka is a distinguished lawyer and former RBA director

T

he Government on
July 6, 2012, appointed
Mr Kanyi Gachoka
the Chairman of the
Board of Directors of Retirement
Benefits Authority. Mr Gachoka, a
distinguished lawyer and former
RBA director, was appointed
for a period of four years with
effect from July 2, 2012. “It is with
pleasure that I convey the decision of the Government of Kenya
to appoint you as the Chairman
of the Board of Directors of the
Retirement Benefits Authority,”
Mr Joseph Kinyua, the Permanent Secretary in the Ministry of
Finance, said in the appointment
letter.
On receiving the news,
Retirement Benefits Authority
Chief Executive Edward Odundo
applauded the new chairman
on his appointment. “I take this
early opportunity on behalf of
the Board, Management and staff

to congratulate and welcome
him back and assure him of our
total support,” Dr. Odundo told
the Authority’s employees. Mr
Gachoka joined RBA board on
January 5, 2007 and has been a
member of board committees
and chaired ICT committee.

“I take this early
opportunity on
behalf of the Board,
Management and
staff to congratulate
and welcome him
back and assure
him of our total
support,” — Dr
Odundo

C
Mr Gachoka (second right) and RBA CEO Edward Odundo
(right) welcome Central Bank of Kenya board of directors
member, Ms Florence K. Muindi, (left), to RBA stand during Mombasa International Show on August 30, 2012.

Mbao Pension in massive members, fund value growth
Mbao Pension Plan membership has more than doubled
during the first eight months of the year from 13,200 to
35,163 members, according to the latest report by the pension plan’s administrator Eagle Africa Insurance Brokers.
Investment report for eight months ended August 31, 2012 by
Co-op Trust, a subsidiary of
Co-operative Bank of Kenya,
shows an even higher growth
in the scheme’s fund value,
which rose by more than
eight times from Sh3.5 million
in January 2012 to Sh28.7
million on August 31, 2012.
The accrued income
to August 31, 2012 was
Sh 1,067,811.55 which
is four per cent of the
scheme fund value.
Mbao Pension Plan
is gaining ground because it targets informal workers, who were
initially left out by traditional retirement benefits products.
But they can now save for their retirement through M-Pesa or
Airtel Money by sending a minimum of Sh20, which gives them
convenience and affordability because the transaction charges
are much lower than normal money transfer transactions.
A joint Retirement Benefits Authority and United States
International University study released in August 1, 2012 found that
of the 300 Mbao Pension Plan members sampled, six per cent or
18 were house-helps underlining the plan’s growing membership.
Though supported by Retirement Benefits Authority,
the pension plan is managed by service providers. Co-op
Trust invests the scheme’s funds, Kenya Commercial Bank
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Govt employees with disabilities to
retire at 65

are the custodian and corporate trustee while Eagle Africa
Insurance Brokers are the scheme’s administrators.
Retirement Benefits Authority chief executive Edward Odundo
said that the growth of Mbao Pension Plan, especially its membership
was a big step in the right direction because it shows Kenyans are
increasingly appreciating the need to save for their retirement.

ivil servants and teachers with
disabilities are to work five years
longer than their counterparts
following a new rule that comes
into effect this month.
In a circular to all public servants, Public
Service ministry permanent secretary
Titus Ndambuki said the government had
decided to push the retirement age of
government employees with any form of
disability from the current 60 years to 65.
Active years
The move comes after public servants
with disabilities successfully petitioned
for an extension of the retirement age
as part of affirmative action that would
allow them to live more comfortable
lives during their active years.
“It had been decided to accord this
category of employees a longer working
period with guaranteed earnings as a way
of cushioning them against the uncertainties usually associated with retirement
from formal employment,” he said.
The new ruling covers all workers with
disabilities in government departments and
parastatals as well as those working in public
universities, the Parliament, the Judiciary,
the Teachers’ Service Commission and the
National Security Intelligence Service.
Also to benefit are staff with
disabilities working for constitutional
commissions and independent of fices such
as the electoral commission.
It is estimated that one in every 20
Kenyans has some form of disability. Of
those with disabilities, a majority are

Public Service minister Dalmas Otieno, (right) and his Permanent Secretary Mr Titus Ndambuki.

affected by physical or visual impairment.
According to the current Kenya National
Survey for Persons with Disabilities, Nyanza
Province has the highest number of affected
people (6.8 per cent), while North Eastern
Province has the lowest (2.6 per cent).
The data also show that the proportion
of people with disabilities is larger among
older people. Mr Ndambuki’s circular
asked all parastatal heads and government
departments affected by the new move
to inform concerned staff immediately.
It means any public servant with a
disability who was due to retire this month
can work for five more years. The new order
is the second piece of good news for the
affected civil servants in less than three years.
In 2009, the government raised the
retirement age for all public servants
from 55 to 60. The move affected about
500,000 civil servants, teachers, staff
of parastatals and commissions.

Remain competitive

The changes, announced by Public

Service minister Dalmas Otieno,
heralded the government’s implementation
of a private sector style of management to
remain competitive in the labour market.
The extension meant that 12,000
employees who would have retired in 2009
are still in service. In total there are 193,000
civil servants and 295,000 teachers.
The new retirement age was meant to
help the government deal with succession
problems and a shortage of higher level
professionals and technical staff because
of recruitment bans in the 1990s and
under-funding for training, Mr Otieno said.
The extension of retirement age
was also meant to reduce government
spending on pensions that stood at
about five per cent of total revenue.
Raising the retirement age also lessens
the burden on taxpayers as pensions would
be paid out for a shorter period.
By SAMUEL SIRINGI
Daily Nation

Survey: An estimated 650 million people worldwide experience some form of disability

Retirement Benefits Authority chief executive Edward Odundo
receives Mbao Pension Plan application form from Central
Bank of Kenya senior bank officer Mr James Angwenyi who
joined the pension plan during Eldoret National Show on
March 7, 2012. Although Mbao Pension Plan targets informal
sector workers, formal employees have also joined the pension
plan that enables members to save for retirement by contributing at least Sh20 daily through their mobile phones.

According to the World Health Organization (WHO), disability affects 10% of every population. An estimated 650 million people worldwide, of whom 200 million are children, experience some form of
disability. Surveys conducted in 55 countries by the Disability Statistics
Compendium show prevalence rates varying from 0.2% to 21%.
Longer viewed as merely the result of impairment, disability has many causes. Today, the most common form of
disabilities are associated with chronic respiratory diseases, cancer,
diabetes, malnutrition, HIV/AIDS, other infectious diseases, and
injuries such as those due to road accidents, falls, land mines
and violence. The number of people living with disabilities is
growing as a result of factors such as population increase,
aging, and medical advances that preserve and prolong life.
This has in turn increased the demand for
health and rehabilitation services.
Disability is both a cause and a consequence of poverty.
About 80% of the world’s persons with disabilities (PWDs) live
in low income countries where they experience social and
economic disadvantages and denial of rights. Their lives are
made more difficult by the way society interprets and reacts
to disability. In addition to this, environmental barriers
and poor policies exacerbate the impact of disability.

Kenya National Survey of Persons with Disabilities findings in March 2008:
• 4.6% of Kenyans experience some form of disability.
• More disabled persons reside in rural than in
urban areas.
• 15% of PWDs are likely to be affected by environmental factors on a daily basis and 3% on a
weekly basis.
• 65% of PWDs regard the environment as major problem in their daily lives.
• A quarter of PWDs work in family businesses,
but a third do not work at all.
• 16% women with disability aged 12–49 years
use some form of family planning.
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By SUNDEEP K RAICHURA AND ANTHONY KILAVI
Around the globe — and it is no different in
Kenya — people consistently underestimate how much
money they will need for their retirement years.
The importance of saving and investing throughout your working life — ideally for at least 30
years — simply cannot be emphasised enough.
Remember, you want your retirement nest egg to be
big enough to keep you comfortable. Preferably, you want
your pension to be as close to your final salary as possible.
You also need it to last for the whole of your retirement.
Research has shown that the average Kenyan retiree is expected
to have generated savings that will purchase a pension of only 22
per cent of the salary they were earning before they retired.
This is a poor statistic, and the question is:
“What are Kenyan retirees doing wrong?”
The mistakes to avoid in your retirement planning include
starting to save too late, spending your retirement benefits
when you change jobs, investing incorrectly during your working
life, timing the stock markets, and not taking expert advice.
Many young people are more concerned about spending money
on a fancy car and making ends meet than saving for their retirement.
This is understandable, but neglecting to save for
retirement at an early age is a huge mistake. Contributions
made earlier in life will have a longer time to multiply.
Instead of choosing a cash payout when you leave your retirement
fund, try to be disciplined and preserve your retirement benefit.
This means that when you change jobs, you should keep it
preserved (either in your current scheme, a new employer’s
fund, or a personal pension plan) so that the lump sum saved
and invested is not only untouched, but can continue to grow
through appropriate exposure to investment markets.

A common mistake many people make is to invest too
conservatively for retirement. It is true that over the short
term, cash can be a safe investment. But you must remember
that over the long term, cash returns cannot beat those
of a balanced portfolio comprising shares and bonds.
Further, cash returns (over the long term) do not beat inflation
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by very much. Unfortunately, many people think that they can predict

Mr Sundeep Raichura, Managing Director of Alexander
Forbes Financial Services East Africa
what will happen with the stock market and change investments
in line with their predictions. Research shows that this seldom works.
Some retirement fund members adopt a do-it-yourself approach. However, an appropriately trained financial adviser can
add enormous value, saving you from making costly mistakes.
Start consulting a financial adviser during your working life
and continue to get professional help even after retirement.
The more you educate yourself about your pension fund and
general financial matters, the more likely you are to achieve a
retirement that is comfortable, secure, and free of money worries.

‘Research has shown that
the average Kenyan retiree is
expected to have generated
savings that will purchase a
pension of only 22 per cent
of the salary they were earning before they retired.’

RBA set to revise investment rules

A

lthough Retirement Benefits Authority has been pursuing
various initiatives and reforms of protecting members’
benefits and developing the retirement benefits industry,
risk profiling exercise for the various schemes has found
that one of the greatest areas of risk they face is in investment.
Investments by retirement benefits schemes in Kenya are
governed by quantitative asset restrictions as laid out in Investment
Guidelines in Table G of the schedules to the regulations under
the Retirement Benefits Act. The guidelines were intend to ensure
investment diversification and eliminate questionable investment
practices while taking into account issues of risk, liquidity and the
rate of return that can be expected from different asset classes.
However, since the guidelines where initially formulated, the
industry has grown from less than Sh100 billion to Sh471 billion thus
necessitating the need to review the investment guidelines. This means
there is a lot more money to be invested than there was back then.
When opening a workshop to review the investment
guidelines at a Nairobi hotel on August 2, 2012, RBA chief
executive Edward Odundo said investment markets have become
extremely dynamic with new products being introduced regularly.
It is for this reason that the Authority has occasionally proposed
amendments to the guidelines in line with market changes
and, indeed, many of these proposals have been accepted.
“For example, the maximum allowable investment in Corporate
Bonds was increased from 15 per cent to 30 per cent in 2002 as
these bonds became more widely tradable,” Dr Odundo told the
workshop. “Similarly, the maximum for ‘other’ assets was increased
from five per cent to 10 per cent in 2009 in line with increased
availability of alternative investment vehicles in the economy.”
On other occasions the Government has opted to
amend the guidelines in line with its stated policy objectives
such as the inclusion of Uganda and Tanzania as domestic
investments in 2006 and the inclusion of parastatal infrastructure
bonds in the government securities category in 2009.
Dr Odundo said that notwithstanding the various piecemeal
changes that have been made to the investment guidelines over

‘Vision 2030 identifies the pensions sector as a critical source of
funds for the infrastructure and
other long term resource requirements programmed therein.’
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the years, the Authority earlier this year felt that, 12 years later,
it was time to undertake a comprehensive review of the regulatory framework for investment. This was also informed by our
having fully implemented risk base supervision last year which
required us to take a more pro-active risk mitigation approach
as opposed to the previous reactive compliance approach.
“In addition, we took cognizance of the fast changing and volatile
investment environment, the need to open up for other alternative
investments and also the need to benchmark with international best
practices that will be able to make the investment guidelines more
vibrant and responsive to current economic dynamics,” he said.
Vision 2030 identifies the pensions sector as a critical source of
funds for the infrastructure and other long term resource requirements programmed therein. For the pensions sector to play this
role there is need for progressive investment guidelines that can
contribute to these requirements while ensuring that the primary
objective of member retirement security is not compromised.
RBA had organised the investment guidelines review workshop
in conjunction with Efficient Securities Markets Institutional
Development (ESMID) Africa. ESMID is a joint International
Finance Corporation and World Bank programme funded by the
Swedish International Development Cooperation Agency (Sida)
to develop well-functioning securities markets to finance priority
sectors such as infrastructure, housing and microfinance.
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Pictorial

Mombasa International Show

Central Bank of Kenya directors peruse RBA's information materials during the official opening of Mombasa International Show on
August 30, 2012, at Mkomani Grounds, Mombasa.

RBA's Patricia Odera pins executive badge to
RBA chairman Mr Kanyi Gachoka's lapel during
Mombasa International Show.

<

RBA corporate comunications manager Rose Kwena
(right) briefs RBA
chief executive
officer, Dr Edward
Odundo, (left)
and RBA chairman, Mr Kanyi
Gachoka, on the
Authority's preparations for Mombasa International Show. RBA
shared the stand
with the Pensions
Department,
which is under
Finance ministry
that administers
the Government’s
public pensions
policy.

Are you saving
for your sunset
years?
Live the promise!

>

RBA chief excutive Dr Edward
Odundo (left) welcomes Central
Bank of Kenya currency operations
& branch administration director,
Mr James Teko Lopoyetum, to RBA
stand at Mombas International Show.
Looking on is CBK board of directors
member , Mr John G. Msafari. As Joint
Financial Sector Regulators, Central
Bank of Kenya, RBA, Capital Markets
Authority and Insurance Regulatory
Authority partner in all shows by
having their stands next to another for
easier accessibility by visitors seeking
financial information.

‘Safeguarding your retirement benefits’
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