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1.0  BACKGROUND  

1.1  Introduction  

The third corporate objective of the Retirement Benefits Authority as stated “Increase the 

Income Replacement Rate to 35% from 20% by 2009” while easy to articulate on paper is by 

no means an easy task to achieve. Kenya’s estimated overall retirement benefits replacement 

rate falls far below the ILO recommended rate of 40% per couple. In comparison, this 

percentage tails further behind those of the developed countries’ average of 60% - 70% such 

as in Demark, Sweden, Australia and Germany and as high as 102% in Luxembourg.  

 

The definition of Pension Replacement rate according to the OECD glossary is a measure of 

how effectively a pension system provides income during retirement to replace earnings 

which were the main source of income prior to retirement of workers.  In the words of S. 

Cersaratto  “Retirement benefits should do more than prevent destitution in old age but 

should ensure a reasonable correspondence between pre and post retirement living 

standards”. Replacement rate is thus a yardstick for measuring the effectiveness of 

retirement benefits systems. The Retirement Benefits Authority (RBA) therefore has to 

identify and address the looming challenges and hurdles that hinder the attainment of high 

income replacement rate.  

 

Retirement benefits system constitute the different tiers of retirement benefits arrangements 

which conventionally include the first tier unfunded government social security schemes,  

the second tier mandatory retirement benefits schemes and the third tier additional self- 

driven voluntary savings preserved for retirement.  The retirement benefits systems are 

usually driven by a twin vision of income distribution and targeted reasonable income 

replacement rate. Income distribution is done using the first tier. The second and third tiers 

achieve a targeted income replacement rate in retirement.  Since all three are supplementary, 

retirement benefits systems that have all three tiers, yield higher replacement rate. 

 

1.2  Statement of the Problem 

From the Pensioners and Retiree Surveys conducted in the early 2001 and 20081 by RBA, it is 

eminent that retirement benefits pension earnings constitute a cherished source of income to 

retirees even though it neither forms the only source nor the highest income. Majority 57 

                                                             
1
 Survey of Pensioners and Retirees by the Retirement Benefits Authority 2002, 2004, 2005 
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percent of retirees interviewed in 2008 ranked income from pension as their first and most 

important source of income. Pension income provided a guaranteed periodic flow (mostly 

monthly) of income.  Retirees receiving pension income were highly credit rated. They were 

able to access goods and services on credit easily. Income from small business operations 

and other business ventures even though often fetched higher incomes were ranked below 

pension income because they were irregular or a one off lump-sum payment thus, were 

regarded as unreliable and uncertain.  

 

However, the important role of retirement savings accumulation is undermined by the 

Kenyan worker as is attested by the national outcry and frequently vetted rule on 

preservation of retirement benefits savings. The rule enforces the locking in of employer 

portion of accumulated benefits until retirement age (commonly at over 50 years).  

 

In the just concluded Members Survey 2009, only a minority 34 percent support the 

Preservation Rule compared to mmmmmm . Operating small businesses and ownership of 

property and financial investments are perceived by the average majority to be the more 

secure way of providing income for old age. Unfortunately studies have shown that small 

scale businesses face a lot more risks of a closure and failure within the first three years of 

existence. It is estimated that ninety percent of small businesses close down within a span of 

three years due to business management incompetence, poor book keeping and competition 

among many factors.  

 

In comparison, investing in retirement benefits savings arrangements has several 

advantages:  

1. Joining a retirement benefits scheme is easy. There are no upfront costs. 

2. The administration costs of these schemes are relatively small due to economies of 

scale. This translates into low per unit cost. 

3. Retirement benefits investments are overseen by investment professionals and a 

government regulatory body that guarantee proportionate returns with minimal 

involvement of the individual. Investments responsibilities are transferred to fund 

managers who enable members enjoy expertise services in areas where individuals 

may be incompetent.  

4. Retirement savings by virtue of mobilising small individual savings into a big pool of 

savings, enables individuals benefit from a diversified investments portfolio that 

they otherwise would not have afforded on their own.   

5. Savings through retirement plans permits investment continuity for a much longer 

period (until retirement) even when a member’s capacity to make contributions is 

challenged.  Members accrued benefits continue to earn interest.   
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6. The retirement benefits savings provide income that not only benefits the principal 

members but also benefits family dependants of the principal member in the event of 

premature death or in cases of terminal ill health and disability.  

7. Retirement Savings are tax exempt at the contribution and investment return levels.  

8. When employers match contributions with that of the employees the total savings 

pot is increased.   

 

It is for these reasons that the RBA has embarked on the journey to improve the pension 

income replacement rate by 2009 through researching and advocating for pension reform 

options that will increase the replacement rates across members of pension schemes. 

 

1.3  Research Objectives 

The main objective of this research is to spell out the inherent challenges of increasing 

benefits replacement rates in Kenya to the desired target. Specifically the research objectives 

will be:  

1. Identify the challenges and hurdles the Retirement Benefits is faced with in achieving 

this objective  

2. What the Retirement Benefits Authority has done to address the low income 

replacement rate 

3. Impact of RBA initiatives towards increasing retirement benefits replacement rates 

4. What have other countries done to achieve high income replacement rates -  

5. Provide Recommendations. 

 

1.4  Survey Limitation  

The existing and available dataset does not contain sufficient enough information to carry 

out a comprehensive analysis in detail of the replacement rate in Kenya. The methodology in 

this paper, uses the data available from the two pensioner surveys that have been carried 

out by RBA in 2008 to conduct cross sectional analysis. Further research needs to be 

conducted premised on better and more precise dataset.  



 

6 

 

6.  

2.0  CHALLENGES AND MEASURES TAKEN 

2.1 Challenges Faced in Kenya  

From literature and empirical evidence, income replacement rate is dependent on 

factors such as the return on investments, period of uninterrupted savings, 

contribution rates, annuity rates, accrual factor, wage indexation and taxation rates. 

The other eminent factor that contributes to high replacement rate is how founded a 

retirement benefits system is. A system which has all the three tiers retirement 

benefits arrangements that provides cover to majority of the citizens combined 

benefits put together tend to have higher replacement rates.   

 

Based on the above, a number of challenges can be indentified with the Kenyan 

retirement benefits systems. 

 

1. Threats on Reversal and Slow Acceptance of the Preservation Rule: Ever 

since the introduction of the rule in 2005, there has been a never ending 

debate on the Preservation Rule. The rule mandates the locking-in of 

employer portion of contribution until retirement unless under allowable 

conditions2.  Only a measly 14 percent in the Member survey conducted in 

2007 wholly embraced the preservation rule. The number increased to 38 

percent in the 2009 member survey.  Majority still disfavour the preservation 

rule.  

 

2. Absence of Old Aged State Funded Schemes: Kenya has no first tier state 

funded old age pension scheme like the OECD countries. Retirees rely largely 

on employee and employer contributory savings accrued in occupational and 

individual retirement benefits schemes.   Old age pension schemes 

automatically provide cover to members even in periods of unemployment. 

 

                                                             
2
 Members or beneficiaries of retirement benefits schemes can access their entire vested and accrued benefits 

before the stipulated retirement age in the case of terminal ill health, in the event of death of the principal 

member and if emigrating out of the country with the intention of not coming back. Authenticating documents 

must be exhibited prior to access of the benefits.   
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3. Attitude towards saving for Retirement: Kenyans and especially the youth 

prefer material possession such as owning real property,  than keep financial 

assets as retirement saving. Retirement is perceived far off event of life and a 

preserve of the older cohorts. This goes against the fact that the earlier one 

starts and the longer the period of uninterrupted savings the higher the 

replacement rate.   

 

4. Widespread Financial illiteracy: The lack of understanding and ignorance 

that the nature of retirement benefits savings is long term and unlike short 

term savings, it should not be readily accessed.  On the overall, the national 

savings in Kenya is low. Consequently, upon termination, retirement benefits 

savings always become the first fall back.  

 

5. Annuity Rates: In Kenya many pension retirement benefits schemes 

depend on annuity contracts to commute accrued benefits into pension. 

Income draw down an alternative pathway is uncommon. The Annuity 

markets offer relatively low annuity rates because of uncompetitive market 

structure and use of outdated life tables yield low replacement rates.  

 

6. Short Periods of Saving for Retirement: From the pensioners survey, not all 

retirees participated in saving for their retirement in the all their years of 

work. There are cases of retirees having worked in salaried employment for 

forty years but only saved for retirement period of for five years. A full career 

worker is one regarded to have saved uninterrupted for 40 years. The longer 

the period of saving, the higher the replacement rate in retirement.  

 

7. Investment Returns on Contribution: Over 75 percent of retirement benefits 

schemes are defined contributions schemes. These are the equivalent of 

money or cash balance schemes and relie heavily on the investment returns. 

However, majority 69 percent of the retirement benefits schemes are invested 

in guaranteed funds. These funds return relatively low market returns for a 

good part of the investment period especially in times of equity appreciation. 

The highest return recorded for guaranteed funds is 13 percent and the lowest 

5 percent in 2007 against the high returns of 19 percent by fund managers. 

The National Social Security fund which is a notional scheme promises a 
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paltry return of 2.5 percent annually. The consequent of the poor returns are 

low income replacement rates in retirement.  

 

8. Lack of Indexation:  The indexation of pension income is rarely applied in 

Kenya. Pension income is rarely adjusted to reflect the cost of living changes. 

Pensioners are therefore subjected to impoverished lifestyles because the real 

value of pension income diminishes overtime due high inflation rates of the 

magnitude of 26 percent in 2008.  

 

9. Preference for Provident Fund: There is an eminent drift from pension 

designed schemes to provident schemes in the Kenyan retirement benefits 

sector both in the case of existing schemes the newly registered schemes.  

Provident funds enable members to commute all their benefits in one 

lumpsum upon retirement whereas pension allows a maximum lumpsum of 

one third. Access to lumpsum amounts is usually exposes members to 

spendthrift kind of lifestyles that threatens the sustainability of accrued 

benefits funds to provide lifetime cover for the retirees.  In addition, the 

relative replacement rate is reduced since access to entire accrued benefits 

denies the provident fund scheme members from enjoying the tax exemptions 

on pension income. A retiree drawing monthly pension income enjoys up to 

Kshs 26,000 tax free income. This amount will increase starting Jan 2010 to 

Kshs 36,000 per month.   

 

10. Accrual Factor:  Unlike the developed countries, the accrual factor for defined 

benefits schemes is very low.  The most generous and highest accrual factor is 

0.42 percent compared to up 3 percent in Spain. Some schemes have been 

adjusting their accrual factor downwards a parametric measure of handling 

pension deficits. Since the define benefits schemes are private occupational 

schemes, it is difficult to have fixed accrual factor. The Accrual factor is flat 

and therefore benefits more of those in senior levels and those who stay 

longest within the organisation. Members who leave prior to retirement are 

disadvantaged.  
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2.2 What has RBA Done to Overcoming the Challenges 

1. Driven by the twin mandate to protect the interest of members and to develop 

the industry, the Retirement Benefits Authority, drew the governments 

attention on the impact of taxation on retirement benefits savings.  During the 

formative years of 2001 – 2005, several taxation changes were legislated.  The 

tax band for taxing benefits at the time of retirement was widened nearly 

fourfold of the ordinary personal income tax3.  This preferential tax band is 

for members who save for a continuous period of 15 years and more and 

those who retire at age 50 and above. Access of benefits outside of these 

provisions is punitive. In 2007 and further in 2008, a tax incentive was 

extended to pensioners aged 65 years and above. Pension earnings by the 

pensioners in this cohort are tax exempt.  

 

2. The amount of lump sum entitlements at the time of retirement was all 

retirement benefits arrangements and designs was not only harmonised 

across all retirement benefits schemes but also increased to Kshs 480,000 from 

a minimum of Kshs 240,000 for defined benefits schemes and Kshs 360,000 for 

defined contributions. No retirement benefits member is disadvantaged in 

their choice of scheme.    

 

3. In 2005, the rule on locking-in of retirement benefits was legislated. This was 

in line with recommendations of the pensioners and retiree primary survey 

conducted by RBA that revealed the sense of replacement income of retirees. 

It is following this revelation that the Authority recommended to the 

government to introduce the locking in of employer’s portion of contribution 

for employees exiting employment before retirement age.  According to the 

survey, retirees attributed their low pension income to the unblocked access 

to their pension savings when they changed jobs. The rule put a block on 

members of retirement benefits schemes accessing their accumulated benefits 

while working or upon leaving one employer to another as was the common 

practice in the private sector.  

 

4. In 2006 a form of indexing of pension income was introduced for defined 

benefits schemes. The indexation amount is to be determined by the Actuary 

                                                             
3
 See Appendix for Tax Schedule  
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every three years when these schemes undertake the periodic three year 

actuarial evaluation of the schemes.  Indexation will ensure a revised pension 

income thus aligning the income with the cost of living hence improved 

replacement rate in retirement. Actual indexation is however dependent on 

the financial status of the sponsor. 

 

5. In 2006, legislation that empowers retiring members to purchase annuity 

through a provider of choice was passed. The motive was to give retiring 

workers the discretion to secure annuities that provide highest interest return 

in the market as opposed to confining them to the limited choice of their 

trustees.  Kenya’s suffers from low annuity returns resulting in low income 

replacement rates. In 2008, an option of Income Draw Down from retirement 

benefits schemes was introduced as an alternative pathway of commuting 

accrued benefits into pension to that of annuity.  The income draw down 

option or phased withdrawals has the effects of stimulating competition for 

the annuity market and enhancing income replacement rate for pensioners.    
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3.0 LITERATURE REVIEW  

 

Income replacement rate is an important retirement planning index at national, 

institutional and individual levels. At national level retirement benefits programmes 

target two important objectives. The first is redistribution of income towards low-

income pensioners and prevention of destitution in old age. The second is helping 

workers maintain living standards during retirement by replacing income from 

work at an adequate level.  In the past many pension programmes in the developed 

countries pursued the first option with the government playing a centre role.  In the 

present times, most countries are pursuing both goals in their overall pension policy 

with latter being emphasised more and the role of government being heavily 

supplemented by employer and individual efforts. On the overall, a good system of 

financial security at retirement is described as that which maintains retirees’ 

standard of living and minimizes the risk of poverty among seniors (Quote).  The 

extent to which the retirement income system is able to replace pre-retirement 

earnings is generally accepted as the best indicator of its adequacy. 

 

At the individual level, all existing members of retirement benefits schemes or to 

those considering starting the journey to saving for retirement need to interrogate 

them on the whether the retirement saving commitments they are making are 

sufficient to provide comfortable retirement.  This question needs to be answered 

using both objective and subjective indicators for life in retirement.  Subjective 

indicators play the crucial role of influencing individual’s perceptions that trigger 

saving behaviour (Dalen et al 2008).  Individuals can achieve high replacement rates 

through established retirement benefits system.   

 

Michel and Susan (2006) define income replacement rate as the required resources in 

retirement which can be measured in a simple or complex ways. In its simplicity 

form, it is some fixed fraction of pension income received in retirement relative to 

the income an individual received while in employment or to some poverty 

benchmark without factoring in many things.  Income replacement rate becomes a 

complex measure when factors such as: tax application for different income 

distributions; work related expenses; time horizon or the survival curve of the 
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household; changing consumption profile with age; household’s use of its increased 

leisure in retirement in ways that elevate or decrease spending; and returns to scale 

in consumption are accounted for in the calculation of incomes.  

 

The sources of retirement income are many:  social security transfers; self generated 

wealth from housing, and other investments; and remittances from children.  In 

Kenya besides pension income, retirees eke their retirement income from engaging 

in activities such as consultancies, farming, financial investments and rental income 

which generate much higher incomes.  This research is biased towards looking at 

income replacement rate from a combination of three complementary tiers of 

retirement benefits programmes net social transfers from the government social 

security schemes usually referred as the first tier, private pensions which are usually 

occupational based savings as the second tier and from personal investment plans 

which are the additional voluntary savings. Kenya does not have social security 

programmes. 

 

In the regard, pension income is represents as the compounded value of the stream 

of pension payments that takes into account the amount of periodic contributions 

paid as a percentage of earnings (in the case of contributory scheme), earnings, the 

duration of membership, the eligible age of receiving pension, people's life 

expectancy and how pensions are adjusted after retirement to reflect growth in 

wages or prices.  

 

Different countries have different replacement rates depending on the emphasis.  

The success behind the high retirement benefits replacement rates released in the 

developed countries is attributed to the existence of government supported social 

security; mandatory contributory retirement benefits program and the positive 

response of the citizens to make voluntary savings through alternative retirement 

benefits schemes.  According to E. Whitehouse (2007), virtually all 24 high income 

OECD countries have targeted first tier target social security assistant programmes. 

Income Replacement from the first tier non funded schemes alone account between 

19 percent to as high as 46 percent. Pension income from the first tier for 15 of these 

countries, account for 30 per cent and more of overall replacement rate.  

 

In addition to the first tier, these countries have second tier earnings related 

mandatory contributory and funded retirement benefits schemes that provide 
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coverage to 90 percent and above of the population. The second tier schemes 

accounts for an additional income replacement.  Lump sum withdrawals of accrued 

benefits upon retirement are discouraged. In a survey conducted in America in 1994, 

all retirees who were receiving annuity benefits in 1994 from a private pension plan 

replaced a median of 26% of reported pre-retirement earnings and Social Security 

replaced 31% of earnings. The combined replacement rates for those who received 

Social Security benefits as well as a private pension summed to 67%.  (Quote). On the 

contrary, Kenya lacks government supported social security programmes for the old 

persons and retirees. Retirees depend only on privately retirement savings which for 

many years until the recent ten past years were poorly managed with investments 

whose returns were miserably low.  

 

Unlike the many countries in Latin America and African, the second tier mandatory 

schemes in the OECD countries are defined benefits (DB) as opposed to being 

defined contributions (DC). Defined Benefits schemes are by design protected from 

the fluctuations of investment returns because the sponsor takes responsibility to 

offset the negative effects of poor investments performance. Members therefore have 

secured and guaranteed benefits.   

 

These Defined Benefits scheme in many of OECD countries have generous accrual 

pension factor averaging approximately 1.5 percent. Spain has the highest at 3 

percent accrual rate.  However, the OECD accrual rates fall below those offered in 

Middle East and North Africa that average 2.4 percent.  An accrual factor is used to 

compute the amount of pension a worker earns per year of work.  There is a positive 

relationship between accrual factor and the accrued retirement benefits. The higher 

the accrual rate the higher the accrued benefits and the higher the replacement rate. 

Replacement Rate therefore is positively related to accrual factor. Accrual rates can 

be flat across earnings or may follow a different pattern. Accrual rates that are flat 

are the more common. In UK accrual rates are “U” shaped meaning that the rates 

vary across incomes. Rates are higher at lower incomes and similarly higher for 

those in higher incomes. The likely purpose is for encouraging early enrolment and 

late withdrawals. Accrual rates are progressive in USA and Nordic countries; the 

rates are high for low income workers and relatively low for the high income 

workers. In Luxembourg accrual rates increase with people with longer contribution 

histories.  E. Whitehouse (2007).  
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Besides the accrual factor, the pension earnings used for the calculations of  pension 

benefits determine the income replacement rate. Using average lifetime earnings 

yield lower earnings base than using the average final few years’ earnings. Final 

years’ of earning are regarded as time when workers earn their peak salaries.  

Countries using shorter earnings period and especially final year earnings, the 

derived replacement rates work out to be lower.  When lifetime earnings are used, 

some countries valorise the earnings by adjusting past earnings to account for 

changes in living standards between the time when pension rights were earned and 

when they are claimed. Past earnings can be revalued in line with economy-wide 

earnings growth or in line with prices as Belgium, France, Korea, and Spain. Past 

earnings valorised with prices leads to substantially lower replacement rates than 

wage earnings because wages usually grow faster than prices. Price valorisation for 

a full-career worker could result into a 40 percent lower earnings than under wage 

earnings valorisation. 

Ireland is considered among the OECD countries with the low replacement rates 

among of 30.6 percent replacement rate.  This is because Ireland depends on State 

pension programmes that provide only basic, flat rate and targeted pensions. 

Analysis of the data generated from the Study of Health and Retirement in Europe 

(SHARE) by Gannon B, show that majority 68 percent of the males and 52 percent of 

retirees are on State Pension either the contributory or non contributory 

programmes. Only an additional 40% of male and 26 percent of female retirees draw 

additional pension from occupational pension programmes. State Pension is 

therefore largely the pathway to retirement.  
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5.0 DATA ANALYSIS AND METHODOLOGY 

5.1 Data  

The data used in this Research was obtained from the Pensioners and Retiree survey 

conducted by Retirement Benefits Authority in 2008. The data was cleaned and all 

entries that were incomplete or inconsistent in one form or other were deleted. From 

a raw data of 240 individual entries the data used consisted of only 165.  All entries 

that did not have employee contributions, lumpsum amounts, pension income and/ 

or monthly income were deleted. 

 

Whenever data was given within a range, the maximum value in the range was 

used. The purpose was to largest possible results. The writer believes the trend 

would be similar had either the average or minimum values been used.  

 

5.2  Methodology 

The methodology used in this research borrows heavily but not exactly, from the one 

modelled by Edward Whitehouse in 2007 when analysing the Income Replacement 

rates or entitlements for 53 countries in the OECD, Middle East, Latin America and 

North Africa. Edward Whitehouse calculated pension income replacement rate or 

entitlements as the ratio of pension benefits and income earnings. Pension income 

was used as the numerator and income earnings as the base.  Whitehouse modelled 

three different levels of measuring income replacement ratios based on the treatment 

applied to the wage earnings:  

 

1) Gross Income Replacement Rate: Edward took into account the total income 

earnings with no deductions netted out of the earnings;  

2) Gross Relative Replacement Rate:  uses gross income net of remitted benefits 

contributions and  

3) Net relative pension level uses the income net of monthly contributions and 

taxes paid and pension earnings net of taxes.  

Using net income earnings results at average earnings yielded higher replacement 

values than gross earnings. On average across all OECD countries, the use of net 
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income results into significant 22% larger than gross replacement rates.  Income 

earnings used was either lifetime average earnings for full time career workers4 or 

shorter averaged earnings such as the final five years.  

Use of average lifetime earnings yield different results from using shorter period of 

earnings. The product of using a short earnings period in particular final years of 

work results in lower replacement rates.  

In order to apply Whitehouse model several assumptions were made to derive key 

parameters such as income and pension data. These include:  

1) Total accrued benefits at the time of retirement was derived by multiplying  

the lump-sum amounts by three on the assumption that lumpsum amounts 

equated to one third of the total benefits accrued through the period of 

savings for retirement.   

2) The last salary received prior to retirement was assumed to be fully adjusted 

wage or valorised earnings and assumed to be the monthly salary amount 

received through the entire period of working life.  This is debatable and less 

precise. This is necessitated by the lack of salary data at entry point.  

3) Total earnings were derived by multiplying the period of saving for 

retirement by the monthly gross earnings. The total years of saving for 

retirement were converted into months. 

4) All the retirees were assumed to members of the National Social Security 

Fund (NSSF) who remitted an equivalent of Kshs 200 per month for the entire 

period they were in salaried employment. It is assumed that employees joined 

the NSSF immediately on employment. 

5) Employer made matching contributions to the NSSF of Kshs 200 per month 

6) The NSSF contributions were compounded at the rate of 2.5 percent per 

annum for the years of salaried employment. 

7) The assumed amount of contributions was calculated using the rate of 

employee contributions.  This amount was netted out from the gross income 

to obtain net income.  

8) It is assumed that there are no changes in the taxation rates throughout the 

employment period.  

 

                                                             
4
 A full time career worker must have worked for uninterrupted 40 years of work.  
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This research has calculated two sets of replacement rates. The first set uses the 

monthly pension income and monthly earnings to calculate three levels of  

replacement rates. The second set uses aggregated lifetime earnings for the number 

of years worked and aggregated lifetime accrued benefits for the period of 

contribution as the parameters to calculate the three levels of replacement rates.  

 

The reason for using aggregated lifetime amounts of pension and earnings are: one 

third of benefits are commuted in lumpsums and the rest two thirds are commuted 

into pension. Using monthly pension income omits the one third lumpsum amount 

already commuted. In addition benefits from the NSSF are also commuted as one 

lumpsum amount which would be worth considering.  Again, for lack of an 

assumed annuity rate to convert the aggregate figures into monthly pension. The 

respondents from provident funds are captured when lifetime figures are used. 

Entries relating to provident fund were removed when calculating monthly 

replacement rate. The replacement rate is taken as the average of the 165 entries.  

In this research, benefits included the NSSF contributions of both the employer and 

employee. This had not been included in the earlier calculations for retirement age. 

The NSSF contributions were compounded at the rate of 2.5 percent for entire period 

of salaried employment.  

 

Calculations of net amounts took into account the portion of earnings and pension 

that are taxed exempt. The tax exempted amounts were first netted out from the 

gross before the appropriate tax was applied.   

  

5.3 Research Findings  

From the data set used, it follows that the longer the period of retirement savings, 

the higher the contribution rates, the more the benefits for individual members.  

 

From the analysis, two sets of replacement rate gave different results as shown 

below.  Use of monthly earnings and monthly pension income data yielded very 

high replacement rates.  Individual replacement rates show that there are a number 

of retirees with 100 percent and more replacement rate. This raises doubt on the 

income and pension information provided by the respondents. Salary earnings were 

given as similar amounts to the pension earnings.   The net replacement rate using 
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the monthly parameters incidentally yielded the lowest return which is supposed to 

yield the highest of the three.  This shows some inconsistencies.  

  
Gross Monthly 
Replacement Rate  

Monthly 
Relative 
Replacement 
Rate  

Monthly Net 
Replacement 
Rate 

Average  0.53 (53%) 0.59 (59%) 0.42 (42%) 

  
Overall Gross 
Replacement Rate  

Overall Relative 
Replacement 
Rate 

Overall Net 
Replacement 
Rate 

Average  0.32 (32%) 0.36 (36%) 0.38 (38%) 
 

The use of aggregates lifetime numbers gave a more conservative replacement rate 

results than the use of monthly figures. Using gross aggregated lifetime incomes 

yielded the lowest replacement rate of 32 percent while the aggregated net 

replacement rate resulted in 38 percent replacement rate.  

On comparison, the two sets of data give very different results. It is therefore fairly 

difficult to decide which replacement rate to go for because of the used data which 

poses great limitation. The total lifetime salary used assumed that the individuals 

earned the same salary as their final salary for all through their years of salaried 

employment. This approximated due to lack of data on entry salary and salary 

growth rate. This yielded significantly large denominator of earnings. 

It is also difficult to make comparison with the previous analysed findings of 

Kenya’s replacement rate because the methodologies used and treatment of earnings 

data are different. The previous study did not include the accrued benefits from 

NSSF.   

Given a choice, this research would go by all three averaged overall lifetime 

replacement rate as shown in the second row. This is because they are more 

conservative and they take into account the total accrued benefits from Occupational 

Schemes and NSSF as well as the total lifetime accrued benefits. 
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6.0 CONCLUSION AND RECOMMENDATIONS  

6.1 Conclusion  

Calculation of comprehensive replacement rate requires good data. From this study, 

net relative income replacement rate are more conservative. They also tend to give 

the close to reality outlook of the income replacement rate that takes into 

consideration income disposable of pensioners.  The use of aggregate lump sum 

amounts gives a more conservative rate than use of the monthly data of pension and 

salary incomes. Ideally since the amount of monthly pension is less the commuted 

lump-sum, the replacement rate should have been much lower than the replacement 

rate derived using the aggregated figures.  Partly this could be attributed by the fact 

that the data showed equal amount for both pension and salary incomes. With this 

irony, the choice of replacement rate using the aggregated data is more preferred.  

Net replacement rates tend to be distributive because of the taxation element. Net 

replacement rate tends to be higher among low income earners compared to higher 

income earners. Replacement rate depend on salary amounts, contribution rates, 

whether employer is contributing and years of interrupted contributions. Employer 

contributions cannot be taken lightly because they constitute a big proportion of 

total benefits both from NSSF and occupational schemes.  

High replacement rates in the developed countries are attributed to long years of 

savings, sound first tier schemes that provide sizeable income in retirement, high 

accrual factors that are not necessarily flat, disallowing lump – sum withdrawals and 

high coverage.  

 

6.2 Recommendations 

1. Collection of appropriate data for calculating replacement rate 

2. Introduction of a form first tier mandatory schemes (zero pillars) that targets 

income redistribution among pensioners.  

3. More Incentives that encourage longer period of savings  

4. Increasing coverage through legislation that mandates membership to 

retirement benefits arrangement  

5. Educating retirement benefit scheme members on the benefits and importance 

of preserving  their retirement benefits for a long period of time 
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6. Educating Kenyans on the importance of starting early to save for retirement.  

7. Increasing contribution amount ie lobbying for increase of tax - exempt 

contributions to encourage members save for their retirement  

8. Rethinking commutation of lump – sum amounts in retirement from 

members in pension schemes.   

 



 

21 

 

 



 

22 

 

7.0  APPENDICES 

7.1  Appendix 1: Tax Schedule for Retirement Benefits Savings 

Kshs Kshs 

Tax Exempt  48,000.00    

Per year of saving to a 

maximum of 10 years Tax Exempt Amount 48,000.00    

Per year of saving to a 

maximum of 10 years

Ist 121,986.00  10% Ist 400,000.00  10%

Next 114,912.00  15% Next 400,000.00  15%

Next 114,912.00  20% Next 400,000.00  20%

Next 114,912.00  25% Next 400,000.00  25%

Balance XXXXXXX 30% Balance XXXXXXX 30%

Kshs 48,000.00  tax exempt is to go up to Kshs 60,000.00 per year of saving to a maximum of ten years, starting Jan 2010. 

Taxation Schedule Applied to  Accessed Retirement 

Benefits Savings Before retirement age and less than 15 

years of savings.

Tax Schedule Applied to Retirement Benefits Accessed in 

Retirement and after 15 years of continiuous savings
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7.2   Appendix 2:  Raw Data  

ID 

Type of 

Pension

 Pension 

Income 

Amount  

Years in 

Retirement 

Years of 

Salaried 

Employment 

Years of 

saving for 

retirement.

If employer 

contributed

If change 

Jobs 

Employee 

Contribution 

Employer 

Contribution 

 Monthly 

Contributions 

 Gross 

Monthly 

Income  Lumpsum  

1 Pension 50,000.00  3 35 35 Yes Yes 5 14.5 5,000.00          100,000.00   1,500,000.00    

3 Pension 7,900.00    8 35 10 Yes No 7.5 7.5 1,500.00          20,000.00     480,000.00        

4 Pension 7,900.00    3 35 35 Yes Yes 10 10 2,000.00          20,000.00     480,000.00        

5 Pension 10,000.00  3 35 35 Yes No 12.5 12.5 6,250.00          50,000.00     960,000.00        

8 Pension 10,000.00  3 30 20 No No 7.5 0 3,750.00          50,000.00     1,500,000.00    

9 Pension 7,900.00    3 25 25 Yes No 14.5 blank 2,900.00          20,000.00     480,000.00        

10 Pension 7,900.00    3 20 20 Yes Yes 14.5 blank 2,900.00          20,000.00     480,000.00        

11 Pension 50,000.00  8 35 25 Yes No 5 5 2,500.00          50,000.00     1,500,000.00    

14 Pension 7,900.00    3 30 30 Yes No 10 10 5,000.00          50,000.00     960,000.00        

15 Pension 50,000.00  8 25 25 Yes No 5 5 5,000.00          100,000.00   1,500,000.00    

16 Pension 7,900.00    1 35 30 Yes No 10 12.5 5,000.00          50,000.00     480,000.00        

17 Pension 7,900.00    3 35 20 Yes No 12.5 14.5 2,500.00          20,000.00     480,000.00        

18 Pension 50,000.00  3 30 30 Yes No 7.5 7.5 3,750.00          50,000.00     720,000.00        

19 Pension 50,000.00  0.5 40 35 Yes No 12.5 14.5 12,500.00        100,000.00   4,000,000.00    

20 Pension 7,900.00    3 35 20 Yes No 14.5 14.5 7,250.00          50,000.00     960,000.00        

22 Pension 10,000.00  1 35 35 Yes No 10 12.5 5,000.00          50,000.00     720,000.00        

23 Pension 7,900.00    0.5 25 25 Yes No 10 10 2,000.00          20,000.00     480,000.00        

26 Pension 7,900.00    3 35 20 Yes No 12.5 12.5 2,500.00          20,000.00     720,000.00        

27 Pension 50,000.00  8 30 30 Yes No 5 5 2,500.00          50,000.00     2,000,000.00    

29 Pension 50,000.00  3 30 30 Yes No 10 12.5 5,000.00          50,000.00     2,000,000.00    

30 Pension 7,900.00    8 20 20 Yes No 10 12.5 1,000.00          10,000.00     480,000.00        

31 Pension 50,000.00  3 30 30 Yes No 10 10 5,000.00          50,000.00     1,500,000.00    

32 Pension 50,000.00  3 35 35 Yes No 10 12.5 5,000.00          50,000.00     2,000,000.00    

33 Pension 50,000.00  3 35 30 Yes No 10 12.5 10,000.00        100,000.00   3,000,000.00    

34 Pension 50,000.00  3 35 35 Yes No 14.5 14.5 7,250.00          50,000.00     2,000,000.00    

35 Pension 50,000.00  3 35 35 Yes No 10 12.5 5,000.00          50,000.00     2,000,000.00     
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Appendix 2: Raw Data Continued 

ID 

Type of 

Pension

 Pension 

Income 

Amount  

Years in 

Retirement 

Years of 

Salaried 

Employment 

Years of 

saving for 

retirement.

If employer 

contributed

If change 

Jobs 

Employee 

Contribution 

Employer 

Contribution 

 Monthly 

Contributions 

 Gross 

Monthly 

Income  Lumpsum  

36 Pension 50,000.00  3 35 35 Yes No 10 10 5,000.00          50,000.00     1,500,000.00    

38 Pension 7,900.00    3 40 20 Yes No 10 12.5 5,000.00          50,000.00     960,000.00        

40 Pension 7,900.00    1 35 15 Yes Yes 14.5 blank 2,900.00          20,000.00     480,000.00        

43 Pension 50,000.00  0.5 35 35 Yes Yes 12.5 14.5 6,250.00          50,000.00     1,500,000.00    

44 Pension 50,000.00  8 35 25 Yes Yes 5 5 10,000.00        200,000.00   1,500,000.00    

46 Pension 7,900.00    8 35 5 Yes No 5 5 2,500.00          50,000.00     480,000.00        

52 Pension 50,000.00  3 30 30 Yes No 14.5 14.5 7,250.00          50,000.00     960,000.00        

54 Pension 50,000.00  3 35 35 Yes No 12.5 14.5 12,500.00        100,000.00   1,500,000.00    

55 Pension 10,000.00  3 30 15 No No 14.5 14.5 7,250.00          50,000.00     1,500,000.00    

56 Pension 10,000.00  3 30 30 Yes Yes 7.5 7.5 15,000.00        200,000.00   1,500,000.00    

59 Pension 50,000.00  8 35 35 Yes No 12.5 14.5 6,250.00          50,000.00     1,500,000.00    

60 Pension 50,000.00  0.5 30 30 Yes No 5 10 5,000.00          100,000.00   1,500,000.00    

61 Pension 7,900.00    3 20 20 Yes No 12.5 14.5 6,250.00          50,000.00     720,000.00        

62 Pension 7,900.00    3 25 25 Yes No 14.5 14.5 2,900.00          20,000.00     720,000.00        

63 Pension 7,900.00    8 35 35 Do not Know No 5 blank 2,500.00          50,000.00     480,000.00        

70 Pension 7,900.00    1 30 30 Yes No 14.5 blank 1,450.00          10,000.00     720,000.00        

72 Pension 7,900.00    8 35 35 Yes No 7.5 7.5 3,750.00          50,000.00     960,000.00        

73 Pension 10,000.00  1 35 20 Yes Yes 10 12.5 5,000.00          50,000.00     1,500,000.00    

74 Pension 7,900.00    0.5 35 15 Yes No 12.5 12.5 2,500.00          20,000.00     480,000.00        

75 Pension 7,900.00    3 40 5 Yes No 7.5 blank 1,500.00          20,000.00     480,000.00        

76 Pension 50,000.00  1 35 25 Yes No 14.5 14.5 14,500.00        100,000.00   4,000,000.00    

78 Pension 7,900.00    1 25 15 Yes Yes 14.5 14.5 2,900.00          20,000.00     480,000.00        

85 Pension 50,000.00  3 25 20 Yes Yes 14.5 5 29,000.00        200,000.00   1,500,000.00    

90 Pension 10,000.00  8 20 20 Yes Yes 5 14.5 5,000.00          100,000.00   1,500,000.00    

91 Pension 7,900.00    8 35 25 Yes Yes 5 10 2,500.00          50,000.00     1,500,000.00    

92 Pension 50,000.00  1 35 30 Yes No 14.5 14.5 7,250.00          50,000.00     2,000,000.00     
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Appendix 1:  Raw Data Continued  

ID 

Type of 

Pension

 Pension 

Income 

Amount  

Years in 

Retirement 

Years of 

Salaried 

Employment 

Years of 

saving for 

retirement.

If employer 

contributed

If change 

Jobs 

Employee 

Contribution 

Employer 

Contribution 

 Monthly 

Contributions 

 Gross 

Monthly 

Income  Lumpsum  

93 Pension 50,000.00  1 25 25 Yes Yes 5 5 2,500.00          50,000.00     2,000,000.00    

97 Pension 7,900.00    3 30 15 Do not Know Yes 5 blank 5,000.00          100,000.00   480,000.00        

99 Pension 10,000.00  3 30 15 Yes No 7.5 14.5 3,750.00          50,000.00     480,000.00        

100 Pension 7,900.00    3 30 20 Yes Yes 5 10 5,000.00          100,000.00   3,000,000.00    

105 Pension 10,000.00  3 40 25 Yes Yes 5 10 5,000.00          100,000.00   720,000.00        

106 Pension 50,000.00  3 30 20 Yes Yes 5 14.5 5,000.00          100,000.00   960,000.00        

109 Pension 7,900.00    1 30 30 Yes No 5 blank 2,500.00          50,000.00     480,000.00        

110 Pension 50,000.00  8 30 20 No Yes 5 14.5 5,000.00          100,000.00   720,000.00        

111 Pension 50,000.00  3 30 25 Yes No 5 5 2,500.00          50,000.00     960,000.00        

112 Pension 10,000.00  0.5 30 20 Yes Yes 5 5 2,500.00          50,000.00     720,000.00        

113 Pension 50,000.00  3 30 30 Yes Yes 5 5 2,500.00          50,000.00     960,000.00        

114 Pension 7,900.00    3 30 5 2 No 5 blank 1,000.00          20,000.00     480,000.00        

115 Pension 10,000.00  3 30 30 Yes No 5 10 5,000.00          100,000.00   1,500,000.00    

116 Pension 10,000.00  3 40 40 Yes No 5 10 2,500.00          50,000.00     1,500,000.00    

117 Pension 7,900.00    3 35 10 Yes No 5 10 1,000.00          20,000.00     480,000.00        

119 Pension 7,900.00    3 40 40 Yes No 5 blank 2,500.00          50,000.00     960,000.00        

120 Pension 7,900.00    1 35 25 Yes Yes 14.5 14.5 2,900.00          20,000.00     480,000.00        

121 Pension 7,900.00    8 30 30 Yes Yes 5 5 2,500.00          50,000.00     720,000.00        

123 Pension 7,900.00    3 25 10 Yes No 12.5 12.5 1,250.00          10,000.00     480,000.00        

124 Pension 50,000.00  8 35 20 Yes Yes 5 10 5,000.00          100,000.00   1,500,000.00    

135 Pension 50,000.00  1 40 40 Yes No 12.5 blank 6,250.00          50,000.00     1,500,000.00    

136 Pension 50,000.00  3 30 30 Yes No 12.5 12.5 6,250.00          50,000.00     2,000,000.00    

137 Pension 50,000.00  0.5 40 40 Yes No 12.5 14.5 6,250.00          50,000.00     1,500,000.00    

138 Pension 50,000.00  3 35 35 Yes Yes 5 5 1,000.00          20,000.00     2,000,000.00    

140 Pension 50,000.00  0.5 35 35 Yes Yes 5 5 5,000.00          100,000.00   1,500,000.00    

141 Pension 10,000.00  3 35 35 No No 12.5 blank 6,250.00          50,000.00     1,500,000.00    

142 Provident -              3 30 30 Yes No 10 14.5 2,000.00          20,000.00     1,500,000.00    

143 Provident -              3 35 30 Yes No 14.5 7.5 2,900.00          20,000.00     1,500,000.00     
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ID 

Type of 

Pension

 Pension 

Income 

Amount  

Years in 

Retirement 

Years of 

Salaried 

Employment 

Years of 

saving for 

retirement.

If employer 

contributed

If change 

Jobs 

Employee 

Contribution 

Employer 

Contribution 

 Monthly 

Contributions 

 Gross 

Monthly 

Income  Lumpsum  

144 Provident -              1 40 15 Yes No 14.5 10 2,900.00          20,000.00     720,000.00        

145 Provident -              1 30 25 Yes No 10 5 2,000.00          20,000.00     720,000.00        

146 Pension 50,000.00  1 25 25 Yes No 12.5 14.5 12,500.00        100,000.00   3,000,000.00    

148 Pension 7,900.00    3 35 20 Yes No 7.5 12.5 1,500.00          20,000.00     480,000.00        

151 Provident 50,000.00  8 30 30 Yes Yes 14.5 14.5 7,250.00          50,000.00     1,500,000.00    

155 Pension 50,000.00  3 40 40 Yes No 7.5 14.5 7,500.00          100,000.00   1,500,000.00    

157 Pension 7,900.00    8 35 20 Yes No 12.5 14.5 2,500.00          20,000.00     480,000.00        

158 Provident -              3 35 35 Yes Yes 14.5 10 7,250.00          50,000.00     3,000,000.00    

159 Pension 7,900.00    3 30 30 No No 7.5 blank 1,500.00          20,000.00     480,000.00        

160 Pension 7,900.00    3 10 10 Yes Yes 12.5 blank 2,500.00          20,000.00     960,000.00        

162 Provident -              8 35 35 Yes No 10 10 2,000.00          20,000.00     960,000.00        

165 Pension 50,000.00  8 30 30 Yes No 14.5 14.5 2,900.00          20,000.00     720,000.00        

167 Pension 50,000.00  8 35 35 Yes No 7.5 7.5 1,500.00          20,000.00     1,500,000.00    

168 Pension 50,000.00  8 35 35 Yes No 12.5 14.5 6,250.00          50,000.00     1,500,000.00    

169 Pension 10,000.00  8 35 30 Yes No 5 12.5 2,500.00          50,000.00     1,500,000.00    

172 Pension 10,000.00  3 35 25 Yes Yes 14.5 14.5 7,250.00          50,000.00     720,000.00        

173 Pension 10,000.00  0.5 30 30 Yes No 14.5 14.5 7,250.00          50,000.00     720,000.00        

175 Pension 10,000.00  0.5 30 20 Yes Yes 12.5 12.5 6,250.00          50,000.00     960,000.00        

178 Pension 7,900.00    8 40 30 Yes No 10 10 5,000.00          50,000.00     4,000,000.00    

180 Pension 7,900.00    10 35 20 Yes Yes 5 5 1,000.00          20,000.00     480,000.00        

181 Pension 50,000.00  3 30 20 Yes Yes 7.5 14.5 7,500.00          100,000.00   1,500,000.00    

182 Pension 7,900.00    3 30 25 Yes No 10 12.5 2,000.00          20,000.00     480,000.00        

183 Pension 10,000.00  3 25 25 Yes No 7.5 7.5 3,750.00          50,000.00     1,500,000.00    

184 Pension 7,900.00    8 40 25 No Yes 14.5 blank 2,900.00          20,000.00     480,000.00        

185 Pension 50,000.00  8 30 30 Yes No 5 7.5 5,000.00          100,000.00   1,500,000.00    

187 Pension 7,900.00    8 30 30 Yes Yes 5 5 1,000.00          20,000.00     480,000.00        

190 Pension 7,900.00    8 15 15 Yes No 14.5 10 2,900.00          20,000.00     480,000.00        

192 Pension 7,900.00    8 35 35 Yes No 5 5 1,000.00          20,000.00     720,000.00         

Appendix 2:  Raw Data Continued  
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ID 

Type of 

Pension

 Pension 

Income 

Amount  

Years in 

Retirement 

Years of 

Salaried 

Employment 

Years of 

saving for 

retirement.

If employer 

contributed

If change 

Jobs 

Employee 

Contribution 

Employer 

Contribution 

 Monthly 

Contributions 

 Gross 

Monthly 

Income  Lumpsum  

193 Pension 10,000.00  3 35 35 Yes No 5 5 500.00             10,000.00     960,000.00        

195 Pension 50,000.00  1 35 20 Yes Yes 12.5 14.5 6,250.00          50,000.00     960,000.00        

196 Pension 7,900.00    3 20 20 Yes No 10 10 2,000.00          20,000.00     480,000.00        

198 Pension 7,900.00    8 35 35 Yes No 14.5 14.5 2,900.00          20,000.00     480,000.00        

201 Pension 7,900.00    0.5 30 30 Yes No 14.5 14.5 2,900.00          20,000.00     480,000.00        

202 Pension 50,000.00  8 30 30 Yes No 5 10 5,000.00          100,000.00   1,500,000.00    

203 Pension 7,900.00    3 30 20 Yes Yes 10 12.5 5,000.00          50,000.00     720,000.00        

204 Pension 7,900.00    1 30 20 Yes Yes 7.5 7.5 1,500.00          20,000.00     720,000.00        

205 Pension 7,900.00    1 25 20 Yes Yes 7.5 blank 1,500.00          20,000.00     720,000.00        

208 Pension 10,000.00  3 35 35 Yes Yes 5 blank 2,500.00          50,000.00     1,500,000.00    

210 Pension 50,000.00  8 25 20 Yes No 5 5 2,500.00          50,000.00     960,000.00        

211 Pension 7,900.00    8 30 20 Yes No 14.5 blank 2,900.00          20,000.00     480,000.00        

212 Pension 10,000.00  8 25 25 2 No 5 blank 5,000.00          100,000.00   480,000.00        

213 Pension 10,000.00  3 40 20 Yes Yes 5 14.5 5,000.00          100,000.00   480,000.00        

214 Pension 10,000.00  3 30 30 Yes No 5 5 2,500.00          50,000.00     720,000.00        

215 Pension 50,000.00  3 30 30 Yes No 5 14.5 5,000.00          100,000.00   1,500,000.00    

216 Pension 50,000.00  8 35 35 Yes No 5 10 10,000.00        200,000.00   2,000,000.00    

217 Pension 50,000.00  8 35 30 Yes No 5 10 5,000.00          100,000.00   1,500,000.00    

218 Pension 50,000.00  3 40 35 Yes No 5 14.5 10,000.00        200,000.00   2,000,000.00    

221 Pension 50,000.00  3 30 25 Yes Yes 10 12.5 5,000.00          50,000.00     3,000,000.00    

224 Pension 50,000.00  1 40 30 Yes Yes 12.5 14.5 25,000.00        200,000.00   3,000,000.00    

227 Pension 50,000.00  1 35 25 Yes Yes 10 12.5 5,000.00          50,000.00     1,500,000.00    

232 Pension 10,000.00  3 35 35 Yes No 14.5 blank 2,900.00          20,000.00     1,500,000.00    

233 Pension 50,000.00  3 40 30 Yes Yes 12.5 14.5 6,250.00          50,000.00     1,500,000.00    

234 Pension 50,000.00  3 40 30 Yes Yes 5 blank 2,500.00          50,000.00     1,500,000.00    

235 Pension 50,000.00  3 40 40 Yes Yes 10 14.5 5,000.00          50,000.00     1,500,000.00    

236 Pension 50,000.00  3 25 25 Yes Yes 12.5 14.5 12,500.00        100,000.00   2,000,000.00    

238 Pension 7,900.00    3 30 30 Yes No 12.5 14.5 6,250.00          50,000.00     960,000.00        

240 Pension 50,000.00  3 35 25 Yes Yes 12.5 14.5 6,250.00          50,000.00     2,000,000.00     
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7.3 Appendix 3: Monthly Pension Replacement Rate  

 Pension 

Income 

Amount  

 Net 

Pension 

Income  

Years of 

Salaried 

Employmt 

Months of 

Salaried 

Employmt

Years of 

saving for 

retirement

Months of 

Saving for 

Retirement 

Employee 

Contribution 

 Amount of 

Monthly 

Contributions in 

Kshs  

 NSSF 

Monthly 

Contributi

ons 

 Gross 

Monthly 

Income 

 Monthly 

Relative 

Income   Net Income  

Gross 

Monthly 

Replacem

ent Rate 

Monthly 

Relative 

Replacem

ent Rate 

50,000.00  47,600.00  35 420 35 420 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.5 0.527426

50,000.00  47,600.00  35 420 25 300 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    1 1.057082

50,000.00  47,600.00  25 300 25 300 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.5 0.527426

50,000.00  47,600.00  30 360 30 360 7.5 3,750.00            200.00    50,000.00      46,050.00    42,445.00    1 1.085776

50,000.00  47,600.00  40 480 35 420 12.5 12,500.00          200.00    100,000.00    87,300.00    79,570.00    0.5 0.572738

50,000.00  47,600.00  30 360 30 360 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    1 1.057082

50,000.00  47,600.00  30 360 30 360 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    1 1.116071

50,000.00  47,600.00  30 360 30 360 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    1 1.116071

50,000.00  47,600.00  35 420 35 420 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    1 1.116071

50,000.00  47,600.00  35 420 30 360 10 10,000.00          200.00    100,000.00    89,800.00    81,820.00    0.5 0.556793

50,000.00  47,600.00  35 420 35 420 14.5 7,250.00            200.00    50,000.00      42,550.00    39,295.00    1 1.175088

50,000.00  47,600.00  35 420 35 420 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    1 1.116071

50,000.00  47,600.00  35 420 35 420 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    1 1.116071

50,000.00  47,600.00  35 420 35 420 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    1 1.148106

50,000.00  47,600.00  35 420 25 300 5 10,000.00          200.00    200,000.00    189,800.00  163,145.20  0.25 0.263435

50,000.00  47,600.00  30 360 30 360 14.5 7,250.00            200.00    50,000.00      42,550.00    39,295.00    1 1.175088

50,000.00  47,600.00  35 420 35 420 12.5 12,500.00          200.00    100,000.00    87,300.00    79,570.00    0.5 0.572738

50,000.00  47,600.00  35 420 35 420 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    1 1.148106

50,000.00  47,600.00  30 360 30 360 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.5 0.527426

50,000.00  47,600.00  35 420 25 300 14.5 14,500.00          200.00    100,000.00    85,300.00    77,770.00    0.5 0.586166

50,000.00  47,600.00  25 300 20 240 14.5 29,000.00          200.00    200,000.00    170,800.00  148,895.20  0.25 0.29274

50,000.00  47,600.00  35 420 30 360 14.5 7,250.00            200.00    50,000.00      42,550.00    39,295.00    1 1.175088

50,000.00  47,600.00  25 300 25 300 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    1 1.057082

50,000.00  47,600.00  30 360 20 240 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.5 0.527426

50,000.00  47,600.00  30 360 20 240 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.5 0.527426

50,000.00  47,600.00  30 360 25 300 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    1 1.057082

50,000.00  47,600.00  30 360 30 360 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    1 1.057082  
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Appendix 3: Pension Replacement Rate Continued  

 Pension 

Income 

Amount  

 Net 

Pension 

Income  

Years of 

Salaried 

Employmen

t 

Months of 

Salaried 

Employment

Years of 

saving for 

retirement

Months of 

Saving for 

Retirement 

Employee 

Contribution 

 Amount of 

Monthly 

Contributions in 

Kshs  

 NSSF 

Monthly 

Contributi

ons 

 Gross 

Monthly 

Income 

 Monthly 

Relative 

Income   Net Income  

Gross 

Monthly 

Replacem

ent Rate 

Monthly 

Relative 

Replacem

ent Rate 

50,000.00  47,600.00  35 420 20 240 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.5 0.527426

50,000.00  47,600.00  40 480 40 480 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    1 1.148106

50,000.00  47,600.00  30 360 30 360 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    1 1.148106

50,000.00  47,600.00  40 480 40 480 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    1 1.148106

50,000.00  47,600.00  35 420 35 420 5 1,000.00            200.00    20,000.00      18,800.00    17,920.00    2.5 2.659574

50,000.00  47,600.00  35 420 35 420 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.5 0.527426

50,000.00  47,600.00  25 300 25 300 12.5 12,500.00          200.00    100,000.00    87,300.00    79,570.00    0.5 0.572738

50,000.00  47,600.00  30 360 30 360 14.5 7,250.00            200.00    50,000.00      42,550.00    39,295.00    1 1.175088

50,000.00  47,600.00  40 480 40 480 7.5 7,500.00            200.00    100,000.00    92,300.00    84,070.00    0.5 0.541712

50,000.00  47,600.00  30 360 30 360 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    2.5 2.95858

50,000.00  47,600.00  35 420 35 420 7.5 1,500.00            200.00    20,000.00      18,300.00    17,470.00    2.5 2.73224

50,000.00  47,600.00  35 420 35 420 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    1 1.148106

50,000.00  47,600.00  30 360 20 240 7.5 7,500.00            200.00    100,000.00    92,300.00    84,070.00    0.5 0.541712

50,000.00  47,600.00  30 360 30 360 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.5 0.527426

50,000.00  47,600.00  35 420 20 240 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    1 1.148106

50,000.00  47,600.00  30 360 30 360 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.5 0.527426

50,000.00  47,600.00  25 300 20 240 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    1 1.057082

50,000.00  47,600.00  30 360 30 360 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.5 0.527426

50,000.00  47,600.00  35 420 35 420 5 10,000.00          200.00    200,000.00    189,800.00  163,145.20  0.25 0.263435

50,000.00  47,600.00  35 420 30 360 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.5 0.527426

50,000.00  47,600.00  40 480 35 420 5 10,000.00          200.00    200,000.00    189,800.00  171,820.00  0.25 0.263435

50,000.00  47,600.00  30 360 25 300 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    1 1.116071

50,000.00  47,600.00  40 480 30 360 12.5 25,000.00          200.00    200,000.00    174,800.00  151,895.20  0.25 0.286041

50,000.00  47,600.00  35 420 25 300 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    1 1.116071

50,000.00  47,600.00  40 480 30 360 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    1 1.148106

50,000.00  47,600.00  40 480 30 360 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    1 1.057082

50,000.00  47,600.00  40 480 40 480 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    1 1.116071

50,000.00  47,600.00  25 300 25 300 12.5 12,500.00          200.00    100,000.00    87,300.00    79,570.00    0.5 0.572738

50,000.00  47,600.00  35 420 25 300 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    1 1.148106  



 

31 

 

Appendix Pension 3: Replacement Rate Continued 

 

 Pension 

Income 

Amount  

 Net 

Pension 

Income  

Years of 

Salaried 

Employment 

Months of 

Salaried 

Employment

Years of 

saving for 

retirement

Months of 

Saving for 

Retirement 

Employee 

Contribution 

 Amount of 

Monthly 

Contributions in 

Kshs  

 NSSF 

Monthly 

Contributi

ons 

 Gross 

Monthly 

Income 

 Monthly 

Relative 

Income   Net Income  

Gross 

Monthly 

Replacem

ent Rate 

Monthly 

Relative 

Replacem

ent Rate 

10,000.00  10,000.00  35 420 35 420 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    0.2 0.229621

10,000.00  10,000.00  30 360 20 240 7.5 3,750.00            200.00    50,000.00      46,050.00    42,445.00    0.2 0.217155

10,000.00  10,000.00  35 420 35 420 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    0.2 0.223214

10,000.00  10,000.00  30 360 15 180 14.5 7,250.00            200.00    50,000.00      42,550.00    39,295.00    0.2 0.235018

10,000.00  10,000.00  30 360 30 360 7.5 15,000.00          200.00    200,000.00    184,800.00  159,395.20  0.05 0.054113

10,000.00  10,000.00  35 420 20 240 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    0.2 0.223214

10,000.00  10,000.00  20 240 20 240 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.1 0.105485

10,000.00  10,000.00  30 360 15 180 7.5 3,750.00            200.00    50,000.00      46,050.00    42,445.00    0.2 0.217155

10,000.00  10,000.00  40 480 25 300 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.1 0.105485

10,000.00  10,000.00  30 360 20 240 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    0.2 0.211416

10,000.00  10,000.00  30 360 30 360 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.1 0.105485

10,000.00  10,000.00  40 480 40 480 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    0.2 0.211416

10,000.00  10,000.00  35 420 35 420 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    0.2 0.229621

10,000.00  10,000.00  35 420 30 360 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    0.2 0.211416

10,000.00  10,000.00  35 420 25 300 14.5 7,250.00            200.00    50,000.00      42,550.00    39,295.00    0.2 0.235018

10,000.00  10,000.00  30 360 30 360 14.5 7,250.00            200.00    50,000.00      42,550.00    39,295.00    0.2 0.235018

10,000.00  10,000.00  30 360 20 240 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    0.2 0.229621

10,000.00  10,000.00  25 300 25 300 7.5 3,750.00            200.00    50,000.00      46,050.00    42,445.00    0.2 0.217155

10,000.00  10,000.00  35 420 35 420 5 500.00                200.00    10,000.00      9,300.00       9,300.00       1 1.075269

10,000.00  10,000.00  35 420 35 420 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    0.2 0.211416

10,000.00  10,000.00  25 300 25 300 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.1 0.105485

10,000.00  10,000.00  40 480 20 240 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.1 0.105485

10,000.00  10,000.00  30 360 30 360 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    0.2 0.211416

10,000.00  10,000.00  35 420 35 420 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.5 0.591716

7,900.00    7,900.00    35 420 10 120 7.5 1,500.00            200.00    20,000.00      18,300.00    17,470.00    0.395 0.431694

7,900.00    7,900.00    35 420 35 420 10 2,000.00            200.00    20,000.00      17,800.00    17,020.00    0.395 0.44382

7,900.00    7,900.00    25 300 25 300 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.395 0.467456  
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Appendix Pension 3: Replacement Rate Continued 

 Pension 

Income 

Amount  

 Net 

Pension 

Income  

Years of 

Salaried 

Employment 

Months of 

Salaried 

Employment

Years of 

saving for 

retirement

Months of 

Saving for 

Retirement 

Employee 

Contribution 

 Amount of 

Monthly 

Contributions in 

Kshs  

 NSSF 

Monthly 

Contributi

ons 

 Gross 

Monthly 

Income 

 Monthly 

Relative 

Income   Net Income  

Gross 

Monthly 

Replacem

ent Rate 

Monthly 

Relative 

Replacem

ent Rate 

Monthly 

Net 

Replacem

ent Rate

7,900.00    7,900.00    20 240 20 240 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.395 0.467456 0.487353

7,900.00    7,900.00    30 360 30 360 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    0.158 0.176339 0.191191

7,900.00    7,900.00    35 420 30 360 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    0.158 0.176339 0.191191

7,900.00    7,900.00    35 420 20 240 12.5 2,500.00            200.00    20,000.00      17,300.00    16,570.00    0.395 0.456647 0.476765

7,900.00    7,900.00    35 420 20 240 14.5 7,250.00            200.00    50,000.00      42,550.00    39,295.00    0.158 0.185664 0.201043

7,900.00    7,900.00    25 300 25 300 10 2,000.00            200.00    20,000.00      17,800.00    17,020.00    0.395 0.44382 0.46416

7,900.00    7,900.00    35 420 20 240 12.5 2,500.00            200.00    20,000.00      17,300.00    16,570.00    0.395 0.456647 0.476765

7,900.00    7,900.00    20 240 20 240 10 1,000.00            200.00    10,000.00      8,800.00       8,800.00       0.79 0.897727 0.897727

7,900.00    7,900.00    40 480 20 240 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    0.158 0.176339 0.191191

7,900.00    7,900.00    35 420 15 180 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.395 0.467456 0.487353

7,900.00    7,900.00    35 420 5 60 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    0.158 0.167019 0.181317

7,900.00    7,900.00    20 240 20 240 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    0.158 0.181401 0.196542

7,900.00    7,900.00    25 300 25 300 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.395 0.467456 0.487353

7,900.00    7,900.00    35 420 35 420 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    0.158 0.167019 0.181317

7,900.00    7,900.00    30 360 30 360 14.5 1,450.00            200.00    10,000.00      8,350.00       8,350.00       0.79 0.946108 0.946108

7,900.00    7,900.00    35 420 35 420 7.5 3,750.00            200.00    50,000.00      46,050.00    42,445.00    0.158 0.171553 0.186123

7,900.00    7,900.00    35 420 15 180 12.5 2,500.00            200.00    20,000.00      17,300.00    16,570.00    0.395 0.456647 0.476765

7,900.00    7,900.00    40 480 5 60 7.5 1,500.00            200.00    20,000.00      18,300.00    17,470.00    0.395 0.431694 0.452204

7,900.00    7,900.00    25 300 15 180 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.395 0.467456 0.487353

7,900.00    7,900.00    35 420 25 300 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    0.158 0.167019 0.181317

7,900.00    7,900.00    30 360 15 180 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.079 0.083333 0.09152

7,900.00    7,900.00    30 360 20 240 5 5,000.00            200.00    100,000.00    94,800.00    86,320.00    0.079 0.083333 0.09152

7,900.00    7,900.00    30 360 30 360 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    0.158 0.167019 0.181317

7,900.00    7,900.00    30 360 5 60 5 1,000.00            200.00    20,000.00      18,800.00    17,920.00    0.395 0.420213 0.440848

7,900.00    7,900.00    35 420 10 120 5 1,000.00            200.00    20,000.00      18,800.00    17,920.00    0.395 0.420213 0.440848

7,900.00    7,900.00    40 480 40 480 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    0.158 0.167019 0.181317

7,900.00    7,900.00    35 420 25 300 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.395 0.467456 0.487353

7,900.00    7,900.00    30 360 30 360 5 2,500.00            200.00    50,000.00      47,300.00    43,570.00    0.158 0.167019 0.181317

7,900.00    7,900.00    25 300 10 120 12.5 1,250.00            200.00    10,000.00      8,550.00       8,550.00       0.79 0.923977 0.923977  
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Appendix Pension 3: Replacement Rate Continued 

 

 Pension 

Income 

Amount  

 Net 

Pension 

Income  

Years of 

Salaried 

Employment 
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Salaried 
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Months of 

Saving for 
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 Amount of 
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Income 
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ent Rate 
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Replacem

ent Rate 

Monthly 

Net 

Replacem

ent Rate

7,900.00    7,900.00    35 420 20 240 7.5 1,500.00            200.00    20,000.00      18,300.00    17,470.00    0.395 0.431694 0.452204

7,900.00    7,900.00    35 420 20 240 12.5 2,500.00            200.00    20,000.00      17,300.00    16,570.00    0.395 0.456647 0.476765

7,900.00    7,900.00    30 360 30 360 7.5 1,500.00            200.00    20,000.00      18,300.00    17,470.00    0.395 0.431694 0.452204

7,900.00    7,900.00    10 120 10 120 12.5 2,500.00            200.00    20,000.00      17,300.00    16,570.00    0.395 0.456647 0.476765

7,900.00    7,900.00    40 480 30 360 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    0.158 0.176339 0.191191

7,900.00    7,900.00    35 420 20 240 5 1,000.00            200.00    20,000.00      18,800.00    17,920.00    0.395 0.420213 0.440848

7,900.00    7,900.00    30 360 25 300 10 2,000.00            200.00    20,000.00      17,800.00    17,020.00    0.395 0.44382 0.46416

7,900.00    7,900.00    40 480 25 300 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.395 0.467456 0.487353

7,900.00    7,900.00    30 360 30 360 5 1,000.00            200.00    20,000.00      18,800.00    17,920.00    0.395 0.420213 0.440848

7,900.00    7,900.00    15 180 15 180 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.395 0.467456 0.487353

7,900.00    7,900.00    35 420 35 420 5 1,000.00            200.00    20,000.00      18,800.00    17,920.00    0.395 0.420213 0.440848

7,900.00    7,900.00    20 240 20 240 10 2,000.00            200.00    20,000.00      17,800.00    17,020.00    0.395 0.44382 0.46416

7,900.00    7,900.00    35 420 35 420 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.395 0.467456 0.487353

7,900.00    7,900.00    30 360 30 360 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.395 0.467456 0.487353

7,900.00    7,900.00    30 360 20 240 10 5,000.00            200.00    50,000.00      44,800.00    41,320.00    0.158 0.176339 0.191191

7,900.00    7,900.00    30 360 20 240 7.5 1,500.00            200.00    20,000.00      18,300.00    17,470.00    0.395 0.431694 0.452204

7,900.00    7,900.00    25 300 20 240 7.5 1,500.00            200.00    20,000.00      18,300.00    17,470.00    0.395 0.431694 0.452204

7,900.00    7,900.00    30 360 20 240 14.5 2,900.00            200.00    20,000.00      16,900.00    16,210.00    0.395 0.467456 0.487353

7,900.00    7,900.00    30 360 30 360 12.5 6,250.00            200.00    50,000.00      43,550.00    40,195.00    0.158 0.181401 0.196542

Average Replacement 0.531626 0.593231 0.422574  
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7.4 Appendix 4:   Lumpsum Replacement Rate   

Type of 

Pension

Months of 

Salaried 

Employment

Months of 

Saving for 

Retirement  Lumpsum  

  Accrued 

Benefits 

 Total NSSF + 

Occupational 

Scheme  

 Gross Working 

Life Income 

Earnings  

 Total Working 

Life  Relative 

Earnings 

 Net Income 

Earnings 

Overall Gross 

Replacement 

Rate 

Overall 

Relative 

Replacement 

Rate

Overall Net 

Replacement 

Rate

Pension 420 420 1,500,000.00   4,500,000.00     4,768,165.03    42,000,000.00   39,816,000.00   36,254,400.00   0.113527739 0.119754999 0.131519623

Pension 420 300 1,500,000.00   4,500,000.00     4,768,165.03    15,000,000.00   14,190,000.00   13,071,000.00   0.317877668 0.336022905 0.364789613

Pension 300 300 1,500,000.00   4,500,000.00     4,666,470.09    30,000,000.00   28,440,000.00   25,896,000.00   0.155549003 0.164081227 0.180200421

Pension 360 360 720,000.00      2,160,000.00     2,374,147.02    18,000,000.00   16,578,000.00   15,280,200.00   0.131897057 0.143210702 0.15537408

Pension 480 420 4,000,000.00   12,000,000.00   12,329,367.49  42,000,000.00   36,666,000.00   33,419,400.00   0.293556369 0.336261591 0.368928451

Pension 360 360 2,000,000.00   6,000,000.00     6,214,147.02    18,000,000.00   17,028,000.00   15,685,200.00   0.34523039 0.364936987 0.396179011

Pension 360 360 2,000,000.00   6,000,000.00     6,214,147.02    18,000,000.00   16,128,000.00   14,875,200.00   0.34523039 0.385301774 0.417752166

Pension 360 360 1,500,000.00   4,500,000.00     4,714,147.02    18,000,000.00   16,128,000.00   14,875,200.00   0.261897057 0.292295822 0.316913186

Pension 420 420 2,000,000.00   6,000,000.00     6,268,165.03    21,000,000.00   18,816,000.00   17,354,400.00   0.298484049 0.333129519 0.361185926

Pension 420 360 3,000,000.00   9,000,000.00     9,268,165.03    36,000,000.00   32,328,000.00   29,455,200.00   0.257449029 0.286691568 0.314652931

Pension 420 420 2,000,000.00   6,000,000.00     6,268,165.03    21,000,000.00   17,871,000.00   16,503,900.00   0.298484049 0.350745063 0.379799019

Pension 420 420 2,000,000.00   6,000,000.00     6,268,165.03    21,000,000.00   18,816,000.00   17,354,400.00   0.298484049 0.333129519 0.361185926

Pension 420 420 1,500,000.00   4,500,000.00     4,768,165.03    21,000,000.00   18,816,000.00   17,354,400.00   0.227055477 0.253410131 0.274752514

Pension 420 420 1,500,000.00   4,500,000.00     4,768,165.03    21,000,000.00   18,291,000.00   16,881,900.00   0.227055477 0.260683671 0.28244244

Pension 420 300 1,500,000.00   4,500,000.00     4,768,165.03    60,000,000.00   56,940,000.00   48,943,560.00   0.079469417 0.083740166 0.097421704

Pension 360 360 960,000.00      2,880,000.00     3,094,147.02    18,000,000.00   15,318,000.00   14,146,200.00   0.171897057 0.201994191 0.218726373

Pension 420 420 1,500,000.00   4,500,000.00     4,768,165.03    42,000,000.00   36,666,000.00   33,419,400.00   0.113527739 0.130043229 0.14267656

Pension 420 420 1,500,000.00   4,500,000.00     4,768,165.03    21,000,000.00   18,291,000.00   16,881,900.00   0.227055477 0.260683671 0.28244244

Pension 360 360 1,500,000.00   4,500,000.00     4,714,147.02    36,000,000.00   34,128,000.00   31,075,200.00   0.130948528 0.138131359 0.151701261

Pension 420 300 4,000,000.00   12,000,000.00   12,268,165.03  30,000,000.00   25,590,000.00   23,331,000.00   0.408938834 0.479412467 0.525831084

Pension 300 240 1,500,000.00   4,500,000.00     4,666,470.09    48,000,000.00   40,992,000.00   35,734,848.00   0.097218127 0.113838556 0.130585979

Pension 420 360 2,000,000.00   6,000,000.00     6,268,165.03    18,000,000.00   15,318,000.00   14,146,200.00   0.34823139 0.409202574 0.443098855

Pension 300 300 2,000,000.00   6,000,000.00     6,166,470.09    15,000,000.00   14,190,000.00   13,071,000.00   0.411098006 0.434564489 0.471767278

Pension 360 240 960,000.00      2,880,000.00     3,094,147.02    24,000,000.00   22,752,000.00   20,716,800.00   0.128922792 0.135994507 0.149354486

Pension 360 240 720,000.00      2,160,000.00     2,374,147.02    24,000,000.00   22,752,000.00   20,716,800.00   0.098922792 0.104348937 0.114600084

Pension 360 300 960,000.00      2,880,000.00     3,094,147.02    15,000,000.00   14,190,000.00   13,071,000.00   0.206276468 0.218051234 0.236718462

Pension 360 360 960,000.00      2,880,000.00     3,094,147.02    18,000,000.00   17,028,000.00   15,685,200.00   0.171897057 0.181709362 0.197265385

Pension 420 240 1,500,000.00   4,500,000.00     4,768,165.03    24,000,000.00   22,752,000.00   20,716,800.00   0.198673543 0.209571248 0.230159341  
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Pension 480 480 1,500,000.00   4,500,000.00     4,829,367.49    24,000,000.00   20,904,000.00   19,293,600.00   0.201223645 0.231025999 0.250309299

Pension 360 360 2,000,000.00   6,000,000.00     6,214,147.02    18,000,000.00   15,678,000.00   14,470,200.00   0.34523039 0.396360953 0.429444446

Pension 480 480 1,500,000.00   4,500,000.00     4,829,367.49    24,000,000.00   20,904,000.00   19,293,600.00   0.201223645 0.231025999 0.250309299

Pension 420 420 2,000,000.00   6,000,000.00     6,268,165.03    8,400,000.00     7,896,000.00     7,526,400.00     0.746210122 0.793840555 0.832823797

Pension 420 420 1,500,000.00   4,500,000.00     4,768,165.03    42,000,000.00   39,816,000.00   36,254,400.00   0.113527739 0.119754999 0.131519623

Pension 300 300 3,000,000.00   9,000,000.00     9,166,470.09    30,000,000.00   26,190,000.00   23,871,000.00   0.305549003 0.349998858 0.384000255

Provident 360 360 1,500,000.00   4,500,000.00     4,714,147.02    18,000,000.00   15,318,000.00   14,146,200.00   0.261897057 0.307752123 0.33324476

Pension 480 480 1,500,000.00   4,500,000.00     4,829,367.49    48,000,000.00   44,304,000.00   40,353,600.00   0.100611823 0.109005225 0.119676249

Pension 360 360 720,000.00      2,160,000.00     2,374,147.02    7,200,000.00     6,084,000.00     5,835,600.00     0.329742641 0.390227978 0.406838546

Pension 420 420 1,500,000.00   4,500,000.00     4,768,165.03    8,400,000.00     7,686,000.00     7,337,400.00     0.567638694 0.620370157 0.649843954

Pension 420 420 1,500,000.00   4,500,000.00     4,768,165.03    21,000,000.00   18,291,000.00   16,881,900.00   0.227055477 0.260683671 0.28244244

Pension 360 240 1,500,000.00   4,500,000.00     4,714,147.02    24,000,000.00   22,152,000.00   20,176,800.00   0.196422792 0.212809093 0.233641956

Pension 360 360 1,500,000.00   4,500,000.00     4,714,147.02    36,000,000.00   34,128,000.00   31,075,200.00   0.130948528 0.138131359 0.151701261

Pension 420 240 960,000.00      2,880,000.00     3,148,165.03    12,000,000.00   10,452,000.00   9,646,800.00     0.262347086 0.301202165 0.326342935

Pension 360 360 1,500,000.00   4,500,000.00     4,714,147.02    36,000,000.00   34,128,000.00   31,075,200.00   0.130948528 0.138131359 0.151701261

Pension 300 240 960,000.00      2,880,000.00     3,046,470.09    12,000,000.00   11,352,000.00   10,456,800.00   0.253872508 0.268364173 0.291338659

Pension 360 360 1,500,000.00   4,500,000.00     4,714,147.02    36,000,000.00   34,128,000.00   31,075,200.00   0.130948528 0.138131359 0.151701261

Pension 420 420 2,000,000.00   6,000,000.00     6,268,165.03    84,000,000.00   79,716,000.00   68,520,984.00   0.074621012 0.078631204 0.091478036

Pension 420 360 1,500,000.00   4,500,000.00     4,768,165.03    36,000,000.00   34,128,000.00   31,075,200.00   0.132449029 0.139714165 0.15343956

Pension 480 420 2,000,000.00   6,000,000.00     6,329,367.49    84,000,000.00   79,716,000.00   72,164,400.00   0.075349613 0.07939896 0.087707616

Pension 360 300 3,000,000.00   9,000,000.00     9,214,147.02    15,000,000.00   13,440,000.00   12,396,000.00   0.614276468 0.685576415 0.743316152

Pension 480 360 3,000,000.00   9,000,000.00     9,329,367.49    72,000,000.00   62,928,000.00   54,682,272.00   0.129574548 0.148254632 0.170610458

Pension 420 300 1,500,000.00   4,500,000.00     4,768,165.03    15,000,000.00   13,440,000.00   12,396,000.00   0.317877668 0.354774183 0.384653519

Pension 480 360 1,500,000.00   4,500,000.00     4,829,367.49    18,000,000.00   15,678,000.00   14,470,200.00   0.268298194 0.308034666 0.333745732

Pension 480 360 1,500,000.00   4,500,000.00     4,829,367.49    18,000,000.00   17,028,000.00   15,685,200.00   0.268298194 0.283613313 0.307893268

Pension 480 480 1,500,000.00   4,500,000.00     4,829,367.49    24,000,000.00   21,504,000.00   19,833,600.00   0.201223645 0.224579961 0.243494247

Pension 300 300 2,000,000.00   6,000,000.00     6,166,470.09    30,000,000.00   26,190,000.00   23,871,000.00   0.205549003 0.235451321 0.258324749

Pension 420 300 2,000,000.00   6,000,000.00     6,268,165.03    15,000,000.00   13,065,000.00   12,058,500.00   0.417877668 0.479767702 0.519812997

Pension 420 420 960,000.00      2,880,000.00     3,148,165.03    21,000,000.00   18,291,000.00   16,881,900.00   0.14991262 0.172115523 0.186481677

Pension 360 240 1,500,000.00   4,500,000.00     4,714,147.02    12,000,000.00   11,052,000.00   10,186,800.00   0.392845585 0.426542437 0.462770155

Pension 420 420 720,000.00      2,160,000.00     2,428,165.03    21,000,000.00   18,816,000.00   17,354,400.00   0.115626906 0.129047886 0.139916392  
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55 Pension 360 180 1,500,000.00   4,500,000.00     4,714,147.02    9,000,000.00     7,659,000.00     7,073,100.00     0.523794113 0.615504246 0.666489519

56 Pension 360 360 1,500,000.00   4,500,000.00     4,714,147.02    72,000,000.00   66,528,000.00   57,382,272.00   0.065474264 0.070859593 0.08215337

73 Pension 420 240 1,500,000.00   4,500,000.00     4,768,165.03    12,000,000.00   10,752,000.00   9,916,800.00     0.397347086 0.443467729 0.480816899

90 Pension 240 240 1,500,000.00   4,500,000.00     4,624,389.88    24,000,000.00   22,752,000.00   20,716,800.00   0.192682912 0.203252017 0.223219314

99 Pension 360 180 480,000.00      1,440,000.00     1,654,147.02    9,000,000.00     8,289,000.00     7,640,100.00     0.183794113 0.199559298 0.216508556

105 Pension 480 300 720,000.00      2,160,000.00     2,489,367.49    30,000,000.00   28,440,000.00   25,896,000.00   0.082978916 0.087530502 0.096129421

112 Pension 360 240 720,000.00      2,160,000.00     2,374,147.02    12,000,000.00   11,352,000.00   10,456,800.00   0.197845585 0.209139096 0.227043361

115 Pension 360 360 1,500,000.00   4,500,000.00     4,714,147.02    36,000,000.00   34,128,000.00   31,075,200.00   0.130948528 0.138131359 0.151701261

116 Pension 480 480 1,500,000.00   4,500,000.00     4,829,367.49    24,000,000.00   22,704,000.00   20,913,600.00   0.201223645 0.212709985 0.230919951

141 Pension 420 420 1,500,000.00   4,500,000.00     4,768,165.03    21,000,000.00   18,291,000.00   16,881,900.00   0.227055477 0.260683671 0.28244244

169 Pension 420 360 1,500,000.00   4,500,000.00     4,768,165.03    18,000,000.00   17,028,000.00   15,685,200.00   0.264898057 0.280019088 0.303991344

172 Pension 420 300 720,000.00      2,160,000.00     2,428,165.03    15,000,000.00   12,765,000.00   11,788,500.00   0.161877668 0.190220527 0.205977438

173 Pension 360 360 720,000.00      2,160,000.00     2,374,147.02    18,000,000.00   15,318,000.00   14,146,200.00   0.131897057 0.154990666 0.167829312

175 Pension 360 240 960,000.00      2,880,000.00     3,094,147.02    12,000,000.00   10,452,000.00   9,646,800.00     0.257845585 0.296033966 0.320743357

183 Pension 300 300 1,500,000.00   4,500,000.00     4,666,470.09    15,000,000.00   13,815,000.00   12,733,500.00   0.311098006 0.337782851 0.366471912

193 Pension 420 420 960,000.00      2,880,000.00     3,148,165.03    4,200,000.00     3,906,000.00     3,906,000.00     0.749563101 0.80598183 0.80598183

208 Pension 420 420 1,500,000.00   4,500,000.00     4,768,165.03    21,000,000.00   19,866,000.00   18,299,400.00   0.227055477 0.240016361 0.260564009

212 Pension 300 300 480,000.00      1,440,000.00     1,606,470.09    30,000,000.00   28,440,000.00   25,896,000.00   0.053549003 0.05648629 0.062035453

213 Pension 480 240 480,000.00      1,440,000.00     1,769,367.49    24,000,000.00   22,752,000.00   20,716,800.00   0.073723645 0.077767558 0.085407374

214 Pension 360 360 720,000.00      2,160,000.00     2,374,147.02    18,000,000.00   17,028,000.00   15,685,200.00   0.131897057 0.139426064 0.151362241

232 Pension 420 420 1,500,000.00   4,500,000.00     4,768,165.03    8,400,000.00     7,098,000.00     6,808,200.00     0.567638694 0.671761768 0.700356192

3 Pension 420 120 480,000.00      1,440,000.00     1,708,165.03    2,400,000.00     2,196,000.00     2,096,400.00     0.711735428 0.777852926 0.814808732

4 Pension 420 420 480,000.00      1,440,000.00     1,708,165.03    8,400,000.00     7,476,000.00     7,148,400.00     0.203352979 0.228486494 0.238957673

9 Pension 300 300 480,000.00      1,440,000.00     1,606,470.09    6,000,000.00     5,070,000.00     4,863,000.00     0.267745015 0.316858006 0.330345485

10 Pension 240 240 480,000.00      1,440,000.00     1,564,389.88    4,800,000.00     4,056,000.00     3,890,400.00     0.325914559 0.385697703 0.402115434

14 Pension 360 360 960,000.00      2,880,000.00     3,094,147.02    18,000,000.00   16,128,000.00   14,875,200.00   0.171897057 0.191849393 0.208007087

16 Pension 420 360 480,000.00      1,440,000.00     1,708,165.03    18,000,000.00   16,128,000.00   14,875,200.00   0.094898057 0.10591301 0.11483308  
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Pension 420 240 480,000.00      1,440,000.00     1,708,165.03    4,800,000.00     4,152,000.00     3,976,800.00     0.355867714 0.411407762 0.429532545

Pension 420 240 960,000.00      2,880,000.00     3,148,165.03    12,000,000.00   10,212,000.00   9,430,800.00     0.262347086 0.308280947 0.333817388

Pension 300 300 480,000.00      1,440,000.00     1,606,470.09    6,000,000.00     5,340,000.00     5,106,000.00     0.267745015 0.300837096 0.31462399

Pension 420 240 720,000.00      2,160,000.00     2,428,165.03    4,800,000.00     4,152,000.00     3,976,800.00     0.505867714 0.584818166 0.610582636

Pension 240 240 480,000.00      1,440,000.00     1,564,389.88    2,400,000.00     2,112,000.00     2,112,000.00     0.651829118 0.740714907 0.740714907

Pension 480 240 960,000.00      2,880,000.00     3,209,367.49    12,000,000.00   10,752,000.00   9,916,800.00     0.267447291 0.29849028 0.323629345

Pension 420 180 480,000.00      1,440,000.00     1,708,165.03    3,600,000.00     3,042,000.00     2,917,800.00     0.474490285 0.561526965 0.585429099

Pension 420 60 480,000.00      1,440,000.00     1,708,165.03    3,000,000.00     2,838,000.00     2,614,200.00     0.569388342 0.601890425 0.653417882

Pension 240 240 720,000.00      2,160,000.00     2,284,389.88    12,000,000.00   10,452,000.00   9,646,800.00     0.190365824 0.218560073 0.236802866

Pension 300 300 720,000.00      2,160,000.00     2,326,470.09    6,000,000.00     5,070,000.00     4,863,000.00     0.387745015 0.458869841 0.47840224

Pension 420 420 480,000.00      1,440,000.00     1,708,165.03    21,000,000.00   19,866,000.00   18,299,400.00   0.081341192 0.085984346 0.093345412

Pension 360 360 720,000.00      2,160,000.00     2,374,147.02    3,600,000.00     3,006,000.00     3,006,000.00     0.659485283 0.789802734 0.789802734

Pension 420 420 960,000.00      2,880,000.00     3,148,165.03    21,000,000.00   19,341,000.00   17,826,900.00   0.14991262 0.162771575 0.176596325

Pension 420 180 480,000.00      1,440,000.00     1,708,165.03    3,600,000.00     3,114,000.00     2,982,600.00     0.474490285 0.548543682 0.57271006

Pension 480 60 480,000.00      1,440,000.00     1,769,367.49    1,200,000.00     1,098,000.00     1,048,200.00     1.474472909 1.611445802 1.68800562

Pension 300 180 480,000.00      1,440,000.00     1,606,470.09    3,600,000.00     3,042,000.00     2,917,800.00     0.446241692 0.528096677 0.550575808

Pension 420 300 1,500,000.00   4,500,000.00     4,768,165.03    15,000,000.00   14,190,000.00   13,071,000.00   0.317877668 0.336022905 0.364789613

Pension 360 180 480,000.00      1,440,000.00     1,654,147.02    18,000,000.00   17,064,000.00   15,537,600.00   0.091897057 0.096937823 0.106460909

Pension 360 240 3,000,000.00   9,000,000.00     9,214,147.02    24,000,000.00   22,752,000.00   20,716,800.00   0.383922792 0.404981849 0.444766905

Pension 360 360 480,000.00      1,440,000.00     1,654,147.02    18,000,000.00   17,028,000.00   15,685,200.00   0.091897057 0.097142766 0.105459096

Pension 360 60 480,000.00      1,440,000.00     1,654,147.02    1,200,000.00     1,128,000.00     1,075,200.00     1.378455848 1.466442391 1.538455187

Pension 420 120 480,000.00      1,440,000.00     1,708,165.03    2,400,000.00     2,256,000.00     2,150,400.00     0.711735428 0.757165348 0.794347575

Pension 480 480 960,000.00      2,880,000.00     3,209,367.49    24,000,000.00   22,704,000.00   20,913,600.00   0.133723645 0.141356919 0.153458395

Pension 420 300 480,000.00      1,440,000.00     1,708,165.03    6,000,000.00     5,070,000.00     4,863,000.00     0.284694171 0.336916179 0.35125746

Pension 360 360 720,000.00      2,160,000.00     2,374,147.02    18,000,000.00   17,028,000.00   15,685,200.00   0.131897057 0.139426064 0.151362241

Pension 300 120 480,000.00      1,440,000.00     1,606,470.09    1,200,000.00     1,026,000.00     1,026,000.00     1.338725077 1.565760324 1.565760324

Pension 420 240 480,000.00      1,440,000.00     1,708,165.03    4,800,000.00     4,392,000.00     4,192,800.00     0.355867714 0.388926463 0.407404366

Pension 420 240 480,000.00      1,440,000.00     1,708,165.03    4,800,000.00     4,152,000.00     3,976,800.00     0.355867714 0.411407762 0.429532545

Pension 360 360 480,000.00      1,440,000.00     1,654,147.02    7,200,000.00     6,588,000.00     6,289,200.00     0.229742641 0.251084854 0.2630139

Pension 120 120 960,000.00      2,880,000.00     2,934,468.78    2,400,000.00     2,076,000.00     1,988,400.00     1.222695323 1.413520605 1.475793993

Pension 480 360 4,000,000.00   12,000,000.00   12,329,367.49  18,000,000.00   16,128,000.00   14,875,200.00   0.684964861 0.76446971 0.828853897  
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Appendix 4:   Lumpsum Replacement Rate Continued  

Type of 

Pension

Months of 

Salaried 

Employment

Months of 

Saving for 

Retirement  Lumpsum  

  Accrued 

Benefits 

 Total NSSF + 

Occupational 

Scheme  

 Gross Working 

Life Income 

Earnings  

 Total Relative 

Earnings 

 Net Income 

Earnings 

Overall Gross 

Replacement 

Rate 

Overall 

Relative 

Replacement 

Rate

Overall Net 

Replacement 

Rate

Pension 420 240 480,000.00      1,440,000.00     1,708,165.03    4,800,000.00     4,512,000.00     4,300,800.00     0.355867714 0.378582674 0.397173788

Pension 360 300 480,000.00      1,440,000.00     1,654,147.02    6,000,000.00     5,340,000.00     5,106,000.00     0.27569117 0.309765359 0.323961421

Pension 480 300 480,000.00      1,440,000.00     1,769,367.49    6,000,000.00     5,070,000.00     4,863,000.00     0.294894582 0.348987671 0.363842791

Pension 360 360 480,000.00      1,440,000.00     1,654,147.02    7,200,000.00     6,768,000.00     6,451,200.00     0.229742641 0.244407065 0.256409198

Pension 180 180 480,000.00      1,440,000.00     1,527,249.40    3,600,000.00     3,042,000.00     2,917,800.00     0.424235944 0.502054372 0.523424978

Pension 420 420 720,000.00      2,160,000.00     2,428,165.03    8,400,000.00     7,896,000.00     7,526,400.00     0.289067265 0.307518367 0.322619715

Pension 240 240 480,000.00      1,440,000.00     1,564,389.88    4,800,000.00     4,272,000.00     4,084,800.00     0.325914559 0.366196134 0.38297833

Pension 420 420 480,000.00      1,440,000.00     1,708,165.03    8,400,000.00     7,098,000.00     6,808,200.00     0.203352979 0.240654413 0.250898185

Pension 360 360 480,000.00      1,440,000.00     1,654,147.02    7,200,000.00     6,084,000.00     5,835,600.00     0.229742641 0.271884783 0.283457916

Pension 360 240 720,000.00      2,160,000.00     2,374,147.02    12,000,000.00   10,752,000.00   9,916,800.00     0.197845585 0.220809804 0.239406564

Pension 360 240 720,000.00      2,160,000.00     2,374,147.02    4,800,000.00     4,392,000.00     4,192,800.00     0.494613962 0.540561707 0.566243803

Pension 300 240 720,000.00      2,160,000.00     2,326,470.09    4,800,000.00     4,392,000.00     4,192,800.00     0.484681269 0.529706305 0.554872661

Pension 360 240 480,000.00      1,440,000.00     1,654,147.02    4,800,000.00     4,056,000.00     3,890,400.00     0.344613962 0.407827174 0.425186875

Pension 360 360 960,000.00      2,880,000.00     3,094,147.02    18,000,000.00   15,678,000.00   14,470,200.00   0.171897057 0.197355978 0.213828905

Provident 360 360 1,500,000.00   4,500,000.00     4,714,147.02    7,200,000.00     6,408,000.00     6,127,200.00     0.654742641 0.735665889 0.769380307

Provident 420 360 1,500,000.00   4,500,000.00     4,768,165.03    7,200,000.00     6,084,000.00     5,835,600.00     0.662245143 0.783722062 0.817082224

Provident 480 180 720,000.00      2,160,000.00     2,489,367.49    3,600,000.00     3,042,000.00     2,917,800.00     0.69149097 0.818332509 0.85316591

Provident 360 300 720,000.00      2,160,000.00     2,374,147.02    6,000,000.00     5,340,000.00     5,106,000.00     0.39569117 0.44459682 0.464971997

Provident 420 420 3,000,000.00   9,000,000.00     9,268,165.03    21,000,000.00   17,871,000.00   16,503,900.00   0.441341192 0.518614796 0.561574236

Provident 420 420 960,000.00      2,880,000.00     3,148,165.03    8,400,000.00     7,476,000.00     7,148,400.00     0.374781551 0.421102866 0.440401352

Average Replacement Rate 0.318388 0.356812 0.379017  
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