





MEMBERSHIP

Who can join?

Any eligible employee of the Sponsor who has been duly admitted to membership
of the scheme and who has not ceased to be a member in terms of the rules of
the scheme and includes any person who is entitled to receiving a benefit under a
retirement benefits scheme.

N/B - You may not leave the Scheme or access any of the benefits while you are
working for the Sponsor.

These conditions are prescribed by law to ensure favorable tax treatment of the
contributions made by you and your Sponsor and the benefits payable by the
Scheme.

When can | join the Scheme?

On the first day of the month coincident with or next following the date of
becoming eligible to join the Scheme.

How do | join the Scheme?

To join the Scheme, you must complete an Application for Membership Form
obtained from the Scheme’s Office. You will be required to supply evidence of age
or any other information as required by the Trustees of the Scheme.

If I join, what about pensions | have elsewhere?

The Scheme can accept transfers from other approved pension arrangements.
Further details will be provided to anyone interested.

Am | also a member of the NSSF?

You and the Employer will be required to pay the statutory contributions to the
NSSF, but you will be entitled to all the benefits provided under this Scheme.



CONTRIBUTIONS
Both you and the Sponsor contribute to the Scheme.
How much do | contribute to the Scheme?

You will be required to pay Scheme contributions of 10% of your Pensionable
(basic) Salary. Your contributions will be deducted from your Pensionable Salary
in monthly installments and will be paid to your Scheme Credit.

How much does the Sponsor contribute to the Scheme?

The Sponsor pays an amount equal to 20% of your Pensionable Salary. The same
is paid to your Scheme credit in monthly installments.

Can | pay more for enhanced retirement benefits?

Yes. These payments are known as Additional Voluntary Contributions (AVCs) and
comprise a tax-efficient way of providing extra retirement income and benefits..

You can start paying AVCs on joining the Scheme or at any other time. More
information about AVCs can be obtained from the Trustees or Scheme'’s office.

Vesting of Benefits?

All benefits derived from contributions made by a Member and the Sponsor vests
immediately in that Member on commencement of membership of the Scheme.

How do | obtain tax relief?

Your contributions are deducted from your Pensionable Salary before tax is
calculated which means that full tax relief is granted without the need to claim it.
There are Investment and Income Tax limits on the extent to which tax relief is
available on your contributions to the Scheme. Besides, there may be tax
implications to you if the contributions in your respect exceed the limits of tax-
deductible contributions to the Scheme.



INVESTMENTS & INCOME

The contributions that accumulate in your Member Account are invested along
with all the other members’ Member Accounts. The Investments are diversified
into different asset classes with a long-term goal of maximizing growth while
ensuring income generation and sufficient capital to meet the payment of
benefits payable to retiring or exiting members.

It is important to note that the net investment returns earned are added directly
to your share of the Scheme. This means that your Member Account grows each
month by the investment performance but may also be reduced if the returns for
the month under consideration are negative. However, saving for your retirement
is a long-term process, and scheme investments are guided by a thought-out
investment policy. This ensures that the market's volatility is well managed, and
the pension funds can weather low market periods.

The Trustees are involved in the development of the investment policy and
subsequently in choosing the investment portfolios on offer to the members. To
ensure that the investment portfolios perform as intended, the Trustees monitor
these investment portfolios on an ongoing basis and could change the investment
portfolios on offer if they find it necessary to do so. The overall responsibility of
ensuring that the chosen investment portfolios remain appropriate for the
members of the Scheme remains the obligation of the Trustees.

Income returns on investments will be credited to your member account at rates
determined by the Trustees on the advice of the scheme actuary.
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RETIREMENT BENEFITS
When can | retire?

The Normal Retirement Age for the Scheme is Normal Retirement 60 years for
administrative staff, 65 years for senior administrative staff & PLWD and 70 years
for academic Staff. However, provided that the Sponsor agrees, you may retire at
any time after the age of fifty (50), or earlier on grounds of ill- health.

How much will | get at retirement?
The benefits you will receive at retirement will depend on the size of your Scheme
Credit at the time of your retirement.

This being a pension scheme, upon retirement, the law stipulates that you can
access a maximum of one third (1/3) of your Scheme Credit as a cash lump sum.
The remaining two thirds (2/3) must be used to either purchase a pension annuity
or an Income Drawdown arrangement or a combination of both.

What is a pension?

Pension is the term commonly used to describe the regular payments a person
receives upon retirement, usually under contract with an Insurance Company in
exchange for their scheme credit. A pension is payable for the life of the retired
member.

A pension, also known as an annuity, is secured from an Insurance Company
selected by the retired member.

What are the key factors to consider when purchasing a pension at retirement?
When a retiring member opts to purchase an annuity, the following are some of
the key factors to be considered when selecting the annuity of choice:

(i) Escalation.
This refers to annual growth. Annuities can be either constant-level
(non-escalating) or increasing (escalating)

A constant level annuity provides a fixed income that won’t change
from the date of retirement to the date of demise.

On the other hand, an escalating annuity will increase by a fixed rate
annually, usually at 3% or 5%, which is advantageous to offset the
effects of inflation.

With an escalating annuity, the starting pension is relatively lower
than one would get from a constant-level annuity but over time the
escalating annuity will increase and may exceed the constant-level
annuity.

(i) Guarantee period
This provision ensures that the annuity will be paid for a minimum
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number of years, usually, 5, 10,15, or 20 years, even if death occurs.
For instance, an annuity guaranteed for ten (10) years will be payable
for life or 10 years, whichever is longer. If the annuitant dies after two
(2) years, there would be eight (8) more years’ worth of annuity
payments that would be payable to the nominated beneficiary.

(iii) Single life or joint life Annuity
One key consideration to make when buying an annuity is whether
you want the income just for yourself (single life), or one that would
continue to pay out to a surviving spouse if you were to die (joint life).

A single-life annuity ceases immediately if the annuitant dies first,
leaving the spouse with no source of income. However, for a joint-
life annuity, payments will continue to be paid to the spouse when
the annuitant dies but may reduce by, say 25%, 33%, 50% or remain
the same depending on the terms agreed upon with the Insurance
Company.

What is an income drawdown arrangement?

Itis an arrangement in which a member opts to access his/her retirement benefits
as a regular income through an investment fund from which retirement benefit
payments are drawn.

The key features of an income drawdown arrangement are as below: -
(i) The income is not guaranteed but is entirely dependent on the
performance of the underlying investments backing the member's
accrued benefits, the amount of the periodic withdrawal, and the

member's lifespan.

(ii) A member has flexibility with regard to investment choice,
frequency, timing, and amount of income withdrawals.

(iii) In an income drawdown arrangement, a member assumes the
investment and longevity risk.

The law provides that;

. The minimum drawdown period allowable is ten (10) years from the
commencement date of the drawdown;

. A member may withdraw an income from his/her drawdown fund
subject to a maximum of 12% p.a. of one’s outstanding account
balance;

. A member may select a specific regular amount or percentage of the

investment fund value, subject to a maximum of the withdrawal
percentage of 12% p.a., to afford the selected regular payments for
the minimum period prescribed in the law;
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. The structure of each income drawdown will entail setting out the
frequency of the drawdown which can be monthly, quarterly, bi-
annually or annually;

. No later than ten (10) years from the commencement date of the
drawdown, the following options will be made available to a
member;

(i) The income drawdown arrangement can be continued,

(i) The Scheme balance can be used to purchase an
annuity from an insurance company, or

(iii) The Scheme balance can be converted into a cash lump
sum for the member to withdraw.

. Upon death of a member, the fund can be used to provide anincome
to the nominated beneficiaries either by;

(i) A continuation of the income drawdown arrangement;
or
(i) the purchase of an annuity; or
(iii) payment of the balance to the nominated beneficiaries

as alump sum.

Currently, the Scheme does not provide an income drawdown fund. Any member
interested in the income drawdown arrangement would enter into a contract with
a financial service provider with an income drawdown fund.

Can | take part of my benefit in the form of a cash lump sum?

You may take part of your Scheme Credit as a cash lump sum at retirement before
purchasing a pension. The current legislation restricts the amount that may be
taken as a cash lump sum at a third (1/3) of your Scheme Credit. Any accrued AVCs
may be taken in the form of cash, though it is recommended to use them for their
intended purposes.

What if | retire early?

You may, with the Sponsor’s consent, retire with a pension from any age after fifty
(50), or earlier incase of ill health, duly certified by a medical doctor. However, the
Retirement Benefits legislation and the Income Tax Rules prohibit withdrawing
your pension while you are working for the Sponsor. You may take up to one-third
(1/3) of your Scheme Credit as a cash lump sum on early retirement before buying
a pension or an Income Draw Down facility. Additionally, AVC's may also be taken
in the form of cash.
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No penalties are applicable on early retirement. However, since your pension will
depend upon the value of your Scheme Credit at the date of retirement, the
amount of your pension will be less than the amount you would expect to receive
at Normal Retirement Age. This is because you will have paid contributions for
fewer years and your Scheme Credit will have been invested for a shorter period.
Your pension will also be expected to be paid for a longer period.

Consequently, if you plan to retire early, you should consider increasing your
contributions to make up for this shortfall.

On receiving proof from a certified Doctor, you may, with the consent of the
Sponsor retire early on grounds of ill health. There will be no penalties applied to
ill-health retirement. However, your pension will depend upon the value of your
Scheme Credit at the date of retirement.

You may take part of your Scheme Credit as a cash lump sum on ill-health
retirement before buying a pension. The current legislation restricts the amount
that may be taken as a cash lump sum to no more than a third of your Scheme
Credit. Any AVCs may be taken in the form of cash.

Benefits payable as a result of ill-health retirement are not subject to taxation in
the current legislation.
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DEATH BENEFITS

What benefits are payable on death before retirement?

In the unfortunate case of your demise while in service, the following benefits are
payable to your beneficiaries:

(i) An amount equal to your Scheme Credit; plus

(i) Three times basic salary for three years in discretion of
the sponsor.

The amount will be paid as a lump sum, in the form of a pension or an income
drawdown to your adult dependents. For minors, their benefits will be held in a
Trust Fund until they attain majority age. However, wherever deemed necessary,
the minor's needs may be taken care of from the Trust Fund.

Who would receive the death benefits?

Your beneficiaries will receive your benefits. You must complete the beneficiary
nomination form indicating clearly the percentages allocated to each beneficiary.

The Scheme Trustee will consider (but are not bound by) your wishes when
determining the benefits. The trustees have a fiduciary duty to act in the best
interest of the member and confirmed beneficiaries. Please note, the Trustees are
independent of the Sponsor and always exercise appropriate due diligence and
caution in determining the beneficiaries of the funds of a deceased member.

What happens if | pass away whilst retaining a deferred benefit in the Scheme?

If you pass away after leaving Service with an entitlement to a deferred benefit
before attaining Normal Retirement Age, the Scheme will pay to your beneficiary
(ies) a lump sum equal to your retained benefit in the Scheme, including the
interest up to the date of payment.

What happens if | pass away after Retirement?

If you pass away after you have retired, your benefits will be paid to your
determined beneficiaries based on the options you chose at retirement with the
service provider who has given you an annuity plan or an income drawdown
arrangement.
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LEAVING SERVICE BENEFITS

If you leave the service of the Sponsor for any reason before the Retirement Age,
you will have the following options available for your consideration.

(i) To retain both your Member and Sponsor portions in the
Scheme until retirement age; or

(i) To transfer both your Member and Sponsor portions to
another approved Retirement Benefits Scheme; or

(iii) To take no more than 50% of your accrued benefits at
the time of leaving. Under the current legislation, the
remaining 50% of your accrued benefits will be deferred
till you attain the Normal Retirement Age.

If you leave the service of the Sponsor, you may choose the option to transfer your
benefits at any time before you reach fifty (50) years. You should note, however,
that if you exercise this option, you will extinguish your rights under the Scheme.

If you have a retained benefit in the Scheme and have attained the age of fifty (50)
years or more, you may request the Trustees to pay the retained benefit before
the Normal Retirement Age, as a retirement benefit i.e. a maximum of one-third
(1/3") of your retirement benefit as a cash lump sum and the balance of the
retirement benefit may be used to purchase a pension or an Income Draw Down
facility.

What if | am emigrating?

If you are permanently emigrating from Kenya to another country with no present
intention of returning you may access your entire scheme credit as a cash lump
sum with the consent of the Scheme Trustees and approval of the Retirement
Benefits Authority.

Am | required to complete any documents when | or leave the Scheme?

Yes. Regardless of the mode of exit from the Scheme, you are required to
complete a Claim Notification Form. The form can be collected from the Pension
Office.

The form requests information that is important to the processing of your benefits
and therefore must be completed carefully. Once complete, ensure that you have
returned the form to the Pension Office for submission to the Scheme’s
Administrator. No claim will be processed until the claim form is duly executed.
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INCOME TAX PROVISIONS

The Scheme is approved by the Commissioner of Income Tax under the Income Tax Act
(Cap. 470) - ‘The Income Tax (Retirement Benefits) Rules 1994".

Provisions applying to Scheme Contributions

Under the current Income Tax regulations, the monthly Scheme contributions which you
pay (including any AVCs) are an allowable deduction from your gross taxable income up
to a maximum of K Shs 30,000 per month. This simply means you will not be charged tax
under Pay As You Earn (PAYE) for monthly contributions into the Scheme of up to KShs.
30,000. However, contributions above K Shs. 30,000 per month will be taxed under PAYE.
Additionally, any contributions you make towards a Post-Retirement Medical Fund, up to
KShs 15,000 per month, will be tax-exempt at the payroll level.

The Income Tax Act is amended from time to time. Nevertheless, in line with the change
in the Taxation Laws, Trustees have a responsibility to ensure that the current tax laws are
captured on payment of benefits.

The tax-deductible limit may be reviewed periodically.

Provisions applying to Scheme Benefits

The various benefit payments made to you from the Scheme are tax exempt in the
following manner:

i) Cash lump sum on leaving service and retirement
If you opt to access a cash lump sum either on leaving service or retirement,
you will be entitled to a tax relief of K Shs. 60,000 for every full year of
membership under the Scheme (maximum relief of K Shs. 600,000 for a
maximum of 10 years). Any amount above K Shs. 600,000 will be subject to
tax for members leaving service before retirement age.

For members who leave service while below the age of 50 years and with
less than 20 years of bership in the Sch the tax table licable is
shown below:

Annual taxable income (KES) | Tax rate (%)

On the first 288,000 10
On the next 100,000 25
Over 388,000 30

For members who leave service, either after the age of 50 years on the basis of
retirement or after more than 20 years of membership under the Scheme, or due to
retirement on ill-health grounds, there will be no tax levied on their benefits.

This new tax regime seeks to reward preservation of retirement benefits especially those
who retain their benefits in the Scheme until attainment of retirement age.

ii) Pension payments
Pension payments are fully exempt under the current tax regulations.
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MISCELLANEOUS INFORMATION

Management of the Scheme

The responsibility for managing the Scheme rests with the Trustees. The Scheme
Trustees have a legal responsibility to protect the interests of members and
pensioners at all times and to ensure that the Scheme is operated per the Trust
Deed and Rules.

In carrying out their duties, the Trustees take advice from professional advisors.
The Trustees, after taking professional advice, also appoint external investment
managers who are responsible for the investment of the Scheme assets and a
separate custodian to hold in custody the Scheme funds.

Scheme Constitution

The Scheme is governed by Rules, the detailed provisions of which are set out in
the Scheme Trust Deed and Rules. In the event of any conflict between the
booklet and the Trust Deed and Rules, the latter will always prevail. A copy of the
Trust Deed and Rules may be accessed at the Pension office.

The Scheme is approved and registered under the Retirement Benefits Act 1997
and complies with all its requirements.

The Scheme is also approved by the Commissioner of Income Tax under the
Income Tax Act (Cap 470) as an exempt Scheme.

Discontinuance of Contributions

Whilst it is intended that the Scheme will continue indefinitely, the Sponsor has
the right to discontinue contributions to the Scheme upon three (3) month’s
written notice to the Trustees.

Amending the Scheme Documents

The Scheme Trustees may at any time and from time to time with the consent of
the Sponsor and the approval of the Authority amend by Deed without adversely
affecting the accrued benefits of Members in line with the Scheme Rules.

Benefits not assignable

None of the benefits provided by the Scheme can be assigned or used as security
to guarantee a loan from any source other than assigning a proportion of the
benefits for use as collateral for a housing loan as permitted under the Retirement
Benefits Act and Regulations.

The Scheme Trustees cannot recognize any purported charge or assignment
under any circumstances other than:

a) Assignment of Benefits for Mortgage Purposes

For the purpose of securing a mortgage loan issued by an institution approved by
the Authority but subject to the provisions of the Retirement Benefits Act and the
Regulations. Trustees may guarantee 60% of the Member’s accumulated benefits
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(i) Acquire immovable property on which a house can be erected.

(ii) Erect a house on an immovable property in respect of which a Member has
title to or is owned jointly together with his Spouse;

(iii) Carry out repairs and renovations;

(iv) Secure financing or waiver for the deposit, stamp duty, valuation fees, and
legal fees (excluding) and legal fees (excluding arrangement and
commitment fees) in the course of a transaction involving the purchase of
a house.

b) Assignment of Benefits for Medical Cover

A Member may assign up to ten percent (10%) of his Benefits or Contributions
accruing from membership of the Scheme or payable under the Rules for
purposes of transferring a portion of the Contributions to a medical-cover
provider in the event the Member has been unable to build a post-retirement
medical fund from additional voluntary contributions PROVIDED THAT the
Medical Fund shall be segregated and invested as per the investment policy of the
fund for these purposes.

Benefit Statements

To help you plan for your retirement, you will be given a statement setting out the
value of your Scheme Credit each year. Your benefit statement may also show an
estimate of the pension that you will receive at the Normal Retirement Age. These
statements are provided for illustration only. You will be given a guaranteed
statement of entitlement shortly after you leave the Scheme or on your
retirement.

Annual Report

The Trustees will also produce an annual Trustees’ Report and Accounts which will
be audited by the Scheme Auditor. The Trustees’ Report and Accounts will reflect
the activities of the Scheme over the previous 12 months. A summary of the
Report and Accounts will be provided to you each year with your benefit
statement.

Can | change my nomination of the beneficiary(ies)?

At any time while you are an Employed Member you may change or cancel your
nomination of beneficiary or beneficiaries to receive lump-sum death benefits. It's
important to keep your nominations up-to-date.

Can | change any Additional Voluntary Contributions (AVCs)?

You can change AVC'’s by giving the Trustees one month's written notice or such
other period as the Scheme Trustees may require in case of exceptional financial
hardship.
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NEED FURTHER INFORMATION OR SUPPORT?

Do you have any queries regarding the Scheme benefits? Please contact the
Scheme Trustees or the pensions office or the Scheme via the below details:

The Chairman, Board of Trustees

South Eastern Kenya University Pension Scheme
P. O. Box 170 -90200

Kitui, Kenya

Pensions Office

South Eastern Kenya University
P. O. Box 170 -90200

Kitui, Kenya

Email: sekupension @seku.ac.ke
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SEKU PENSION SCHEME

SCHEME CONTACT DETAILS

sekupension@seku.ac.ke

trustsecretary@seku.ac.ke
P.O BOX 170-90200, KITUI




