MINUTES OF THE 14™ ANNUAL GENERAL MEETING OF THE NCBA UNIT TRUST HOLDERS HELD ON

FRIDAY 28™ AUGUST 2020 AT 10.00 A.M HELD VIA ELECTRONIC MEANS

PRESENT:
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The Chairman called the meeting to order at 10.00 a.m.

MINUTE NO. DISCUSSION

MIN. CONSTITUTION OF THE MEETING

01/2020
The Chairman welcomed the Unitholders to the 14th Annual General Meeting
and explained that we would be holding the meeting electronically for the first time
due to the ongoing Covid-19 pandemic and the Government of Kenya directives
restricting public gatherings.
The Notice and Agenda for the meeting, having been circulated to the
Members, was taken as read.

MIN. WELCOME NOTE AND INTRODUCTION OF TEAM MEMBERS

02/2020

various stakeholders:

Veronica Nyamweya
Elizabeth Mwazighe
Eva Mwangi

Esther Njiru

Kathure Nyamu

Paul Gicheru

Steven Maleche
Beth Karanja

NN~

The Chairman acknowledged the presence of the following officials representing

Capital Markets Authority

KCB Bank Kenya Ltd, The Corporate Trustee
NCBA Bank Kenya PLC, The Custodian
PricewaterHouseCoopers, the Auditors

MD, NCBA Investment Bank Limited

Chief Investment Officer, Fund Manager
Senior Investment Manager, Fund Manager
Representing the Trust Secretary
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MIN. APPROVAL OF THE MINUTES OF THE 13™ ANNUAL GENERAL MEETING HELD ON 315" MAY
03/2020 2019.

The minutes of the previous AGM held on 315t May 2019 having been circulated to
members, were taken as read.

The approval of the minutes of the 13 AGM was proposed by Elizabeth Mwalimo and
seconded by Judy Waithaka.

MIN. FUND MANAGER REPORT PRESENTATION — NCBA INVESTMENT BANK
04/2020

Mr. Steven Maleche representing the Fund Manager presented on the Fund’s
performance as well as the outlook for 2020. The presentation highlighted the
following:
1. Summary of the Duties of the Fund Manager
These include:
e Investing Unit Holders' funds in accordance with the specific Fund'’s
Investment policy, Trust Deed and the CMA Guidelines;

e Reporting investment performance to the Trustee on a regular basis;

e Receiving and implementing unit-holder top-ups, switching of funds and
liguidation instructions; and

e Reporting to unit holders on the Fund’s performance at the Annual
General Meeting.

2. 2019 Economic and Market Review
e The Gross Domestic Product (GDP) decreased to 5.6% in the year 2019
compared to 6.3% in 2018.

e GDP growth in 2020 had been negatively impacted by the Covid-19
Pandemic. It is expected that growth will be significantly lower in 2020 than
the initially projected growth rates.

e Inflation in 2019 was fairly stable due to currency stability and food prices
averaging at 5.78%. Inflation in 2020 was expected to remain within the
Central Bank's upper inflation target of 7.5% due to lower consumption
demand.

e The Treasury Bill yields remained low. The yields for 91 day, 182 day and 365
day bills averaged 7.20%, 8.15% and 9.83% respectively as at the end of 2019.

e T-bill yields also remained low in 2019/2020 due to high liquidity in the market
coupled with the need to move to safer investments which in furn attracted
significant bids from investors for Treasury Bills.
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e Long-term Interest Rates — The yields on Treasury Bonds generally declined in
2019 due to higher investor demand. The frend was sustained in 2020 due to
increased demand from the markets due to the declining bank rates and
increased liquidity.

e The performance of the KenyaShiling vs major currencies — In 2019, the
shilling weakened against the major currencies and this was driven
by the investor flight to the US Dollars and other major currencies.
The Kenya Shilling closed the year against the US Dollar, Great Britain
Pound and the Euro at KES 101.03/USD, KES 112.83/Euro and KES 130.4374/GBP
respectively.

e Equity Markets Performance- The equities market recorded negative returns
of -6.33% which was an improvement from -23.66% in 2018. However, the NASI
Index reported a significant improvement from-17.97% in 2018 to 18.50%.
Despite the positive performance on the NASI Index, the stock market
weakened due to sustained flight to safety across the global markets
following the Covid-19 pandemic. As at the end of the first half of 2020, the
NSE 20 and NASI Indices performance was -26.7% and -16.1% respectively.

3. 2019 Fund Performance

e The NCBA Money Market Fund outperformed its benchmark in 2019. The
fund averaged at 8.0% compared to the average commercial bank
deposit rate of 6.9%. From an asset allocation perspective, Treasury Bills
and Bonds comprised of 58.9% of the assets within the fund.

e The NCBA Dollar Investment Fund which was launched in October 2018
also outperformed its benchmark, the overnight LIBOR rates. The fund’s
average performance was 3.1% against the overnight LIBOR Rates which
closed the year at 2.15%. From an asset allocation perspective,
Government Bonds and Bank Deposits comprised of 49.2% and 45.9%
respectively of the assets within this fund.

e The NCBA Equity Fund also outperformed its benchmark, the NSE 20
share index at close the year at 18.5% compared to -6.30%. Equities
comprised 81.0 % of the assets within this fund.

4. 2020 Investment Outlook

e On account of the Covid-19 Pandemic and its devastating effects on
consumer demands, economic growth was expected to be significantly
lower in 2020 compared to the rates recorded over the last 5 years.

e Interest rates were also expected to remain lower due to higher market
liquidity and lower credit growth to the private sector. Lastly, Inflation was
expected to remain at single digit levels.
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MIN.
05/2020

CUSTODIAN REPORT BY NCBA BANK KENYA PLC

Summary of the duties of the Custodian

These include:

e Transaction processing and settlement so ensure that tfransactions are settled

in an efficient and secure manner;
Safekeeping of the clients’ assets;

Asset servicing such as collection of income and corporate action processing;
Ensuring reporting and Compliance and submission of various reports to the

The Report was presented by Eva Mwangi representing the Custodian, NCBA Bank
Kenya Plc and some of the key highlights of the report were as follows:
1.

Trustees, the Fund Manager and Capital Markets Authority;
Processing of payments such as withdrawals; and
Receiving conftributions and processing capital inflows.

Assets under Custody

The Custodian’s representative confirmed that the various funds had the

following assefs:

e Asat December 31, 2019, the Equity Fund closed its books as follows:

Asset Class Market Value % Holding
Demand Deposits 3,910,397.26 4,78
Cash at Bank 889,453.36 1.09
Corporate Bonds 2,010,508.24 2.46
Quoted Equities 66,231,341.55 80.99
Term Deposits 7.772,680.29 9.50
Treasury Bills 964,284.59 1.18
Total 81,778,665.29 100.00
* Asat December 31, 2019, the Money Market Fund closed its

books as follows:

Asset Class Market Value % Holding
Demand Deposits 75,215,331.56 1.16
Cash at Bank 169,449.09 0.00
Corporate Bonds 339,378.252.67 5.25
Quoted Equities 2,283,836,665.09 35.35
Term Deposits 1,072,881,904.40 16.61
Treasury Bills 2,689,078,106.80 41.62
Total 6,460,559,709.60 100.00

e Asat December 31, 2019, the Dollar Fund closed its books as follows:

Asset Class Market Value % Holding

Demand Deposits 1,005,444.89 15.14
Cash at Bank 339.72 0.01
Term Deposits 2,966,676.93 44.67
Treasury Bills 2,669,402.81 40.19
Total 6,641,864.35 100.00
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MIN. ANNUAL FINANCIAL REPORT, REPORT OF THE TRUSTEES AND REPORT OF THE AUDITORS
06/2020

The financial statements for the year ended 315t December 2019 together with the
Reports of the Trustee and the Auditors Report, having been circulated, were taken
as read. The Chairman invited the Auditor’s representative, Esther Njiru, who
confirmed that the financial statements for the respective funds gave a true and fair
position of the NCBA Unit Trust Funds as at 31st December 2019.

Thereafter, the Chairman invited the Unit Holders to ask questions regarding the
Financial statements.

Question:

Mr. Victor Kithinji sought to know what was the NCBA Unit Trust Fund Strategy given
the current low interest rates.

Response:

The Chairman invited Mr. Steven Maleche to respond to the above question. Mr
Maleche explained that the strategy at the moment was to invest in interest bearing
assets and to increase their proportion of investments in shorter term government
securities as the government is a more viable and secure counter party when
compared to corporate issuers of debt. He added that these securities offer a slightly
better return compared to the rest of assets classes in the market.

In the long term, once the economic conditions improve, the Unit Trust would look to
invest in higher returning assets.

Question:

Mr. Joachim Makau Kyalo sought to understand what were the short and long term
effects of COVID-19 on the Money Market yields.

Response:

Mr. Steven Maleche responded that the short term impact would be lower rates in
the market as everyone would be reluctant to invest their monies during this period.
He further explained that in the long term, the fund would expect to see new
business lines and ventures brought about by the pandemic’s disruption and these
would serve as viable avenues for investments. In addition, the fund manager stated
that they would expect to have other assets that are currently performing poorly to
have improved returns which will result in higher returns for the Fund.

Question:

The last question was from Mr. Jimmy Karanu Waruingi who asked about the Money
Market Fund outlook for 2021 given the effects of the Covid-19 Pandemic.

Response:

This question was also responded to by Steven Maleche who explained that the 2021
outlook for the NCBA Unit Trust, albeit being early to predict, was that rates would
remain at the current levels. However, an increase from the current rates would be
predicated by the opening up of the economy and lending by banks to the private
sector.
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MIN. APPOINTMENT OF EXTERNAL AUDITORS
07/2020

The External Auditors, PricewaternouseCoopers who had been the external auditors
for the past year expressed willingness to continue in office for the ensuing year.

The resolution to re-appoint PricewaterhouseCoopers as the external auditors for the
year ended 2020 was proposed by Mwenda Rarama and seconded by Dennis
Kariuki and their appointment was unanimously approved by the Unit Holders. The
Sponsor and Trustees were also authorized to fix their remuneration.

MIN. AMENDMENT OF THE TRUST DEED TO ENABLE CONDUCTING OF VIRTUAL MEETING
08/2020

Members were invited to consider and pass a special resolution to amend Part VI of the
Trust Deed by inserting the following words before Article 50:

“The general meeting shall be held at such time and place, and by such means,
electronic or otherwise, virtual or physical as the trustees shall approve”

The Chairman explained to members that the amendment was necessitated by the
challenging circumstances arising from the Covid-19 pandemic that restricted public
gatherings. In amending the Trust Deed, the Trustee and the Sponsor would be
authorized to convene either virtual or hybrid meetings. Further, such amendment to the
Trust Deed would ensure that the Unit Trust would not have to apply to the Capital
Markets Authority in future for approval fo conduct meeting via electronic means.

Of the votes cast, 100% of the members voted for the amendment of the Trust Deed with
0% either voting against or abstaining.

MIN. ANY OTHER BUSINESS
09/2020

There being no other business for which formal notice had been received, the
Chairman declared the meeting closed at 10.43a.m.

The Chairman thanked all the Members for attending the meeting and for their
partficipation.

Minutes Confirmed this day of 2021.

By: CHAIRMAN

s

FUND CORPORATE TRUSTEE - KCB BANK KENYA LIMITED
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