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ORGANISATION

This Report was prepared by Professor G.C.M. Mutiso

of Muticon who took specific responsibilities for
evaluation of institutional, developmental and
management issues (TOR 7-9) and Mr. E.H.A. Mugwanga
who took specific responsibility for the credit system
(TOR 1-6). The two consultants worked separately and
submitted draft reports on their respective areas.

They subsequently prepared this document which contains

both consultants findings and their recommendations.
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Promotion of Rural initiatives and Development Enterprises
(PRIDE) isanot for profit Private Organisation sponsored by
the Council for International Development (CID), a Washington
D.C - based Private Development Agency. PRIDE was
incorporated in 1989 under Kenyan Corporate Laws as a
Company Limited by guarantee and having no Share Capital.

PRIDE’s establishment was preceded by nearly five years of the
Council’s involvement in relief and development activity in
Baringo District during which the need for an agency
specifically devoted to rural enterprise promotion was
indentified. It therefore chose Eldama Ravine in the Southern
part of Baringo District to 1launch its first enterprise
promotion project with the hope that its experiences would be
replicable elsewhere in Kenya. ;

The PRIDE credit project in Eldama Ravine Division was
launched in the second half of 1989 through assistance from
Barclays Bank of Kenya, World Education - Rural Enterprise
Program (WEREP) and the Council for International Development
as follows:-

LOANS : Barclays Bank of Kenya - Sh. 1,000,000/=
WEREP - Sh. 6,000,000/=
GRANTS: Barclays Bank of Kenya - Sh. 200,000/=
WEREP - sh. 3,873,982/=
CID , - sh. 3,000,000/=

WEREP involvement was in response to a request from PRIDE
supported by a program propasal which also included apiculture
and sericulture projects to be implemented in other parts of
the District where these activities have been traditionally
practised and could be expanded and technologically upgraged.
At the time of this evaluation, apiculture and sericulture
projects had not taken off although 1imited marketing
assistance has been provided enabling honey produced in
Baringo to reach retail outlets in Nairobi.

PRIDE activities are market-driven. It is interested in rural
enterprises as profitable entrepreneural undertakings which
must justify themselves in the market place thus enabling
PRIDE itself to operate as a financially profitable
organinsation. This position is philosophically at variance
with that of many donor organisations including, to a great
extent, WEREP who are formally interested in the developmental
effect of activities supported by them in addition to success
in the market place. Thus issues like target beneficiaries,
effect on emplioyment, productivity, increasing local
production etc, are either incidental or peripheral to PRIDE
but are on the other hand crucial to many Donors.

(ii)
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Credit activities in Eldama Ravine have generated. alot of
interest -because of PRIDE’s success in letting out more than
1000 loans in under two years without default. Because such
success is in sharp contrast to the experience of other
organisations involved in micro-enterprise administration in
this Country, it is 1likely to overshadow other matters of
great concern to many Donor Organisations. Ideally, PRIDE
activities as presently conceived should be funded by target
- neutral organisations.

The Eldama Ravine program was not preceded by a baseline

survey to establish, inter alia, the socio-economic
characteristics of the area and of the potential
beneficiaries. The absence of such a survey has made it

difficult to assess the effect of the program on specific
developmental concerns such as the effect on the economic,
health and nutrition status of beneficians. The project area
was vaguely understood leaving the misplaced impression that
the credit model had succeeded in a semi-arid, and
economically backward District (Baringo). This is clearly not
the case. Eldama Ravine is an economically priviledged rural
area with more commercially attractive opportunities than most
other rural Divisions in the Republic. The success of the
PRIDE model in such a favourable socio-economic environment
which facilitates the recruitment of so many entrepreneurs in
such a short tine over a radius of only 30 Kilometres should
be noted with caution against similar expectations in other
parts of Kenya.

Future branches of PRIDE are planned for 1locations where
Barclays Bank of Kenya has a branch. Since Barclays Bank
opens branches in areas where customer potential is evident,
PRIDE’s presence will help the Bank to develop potential small
savers and should 1itself (PRIDE) expect favourable and
compensating conditions to prevail. For the same reason,

baseline surveys in such areas will serve only a supervision
and monitoring purpose of limited interest to PRIDE itself.

PRIDE is managed through a Management Contract with CID/K.
This arrangement is historically understandable but stands on
the way to PRIDE’s own institutional development and
efficiency. At present, PRIDE 1is no more than a legal entity
and inconsequential as an organisation. The Chief Executive
is accountable to CID Washington D.C; line responsibilites for
Accounting and system development are in the hands of
consultants. Ideally, PRIDE should have a Board of Directors
composed of people who are familiar with and have interest in
banking, development or micro-enterprise activities, a chief
executive answerable to the Board and Officers in charge of
essential line functions.

A remarkable achievement of the PRIDE system is its ability

to mobilise savings of Sh. 1.6 million in the form of Loan
Insurance Fund from its credit beneficiaries in under two

(iii)
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years. It is thus set to overcome the donor dependance
syndrome which afflicts virtually all other micro-credit
schemes operating in Kenya. This enviable achievement is
regretably threatened by current management policies and
practises. In particular, we have taken strong exception
against the policy of non-payment of interest on these funds
and the total lack of control over the funds by the
participants.

PRIDE Credit Administration System is well conceived and
effectively executed. It covers all phases of the Credit
Cycle from client selection to account termination supported
by policies and accounting manuals. It 1is therefore
administratively easy to replicate in Districts and market
towns with adequate commercial activity but w1th Tow residents
mobility.

PRIDE is yet to develop a credit reference system for members
seeking credit from other credit institutions. Such reference
system will be beneficial to members enabling them to obtain
credit without conventional collateral (property). There are
no appraisable plans to this effect.

Expansion through creation of other branches is absolutely
essential for PRIDE’s financial sustainability especially in
view of current costly management arrangements. A larger mass
of participants is necessary to sustain this arrangement than
is possible in one area however favourable the circumstances.
Rapid branching to create cost absorptive capacity is not a
sound proposition for a donor dependant service organisation.
The rationale for expansion through branching should be to
spread PRIDE services and to increase profitability in that
order.

A great deal of how PRIDE ought to be‘*organised, necessary
policy changes etc depends on how its activities are financed
in future. Fewer adjustments will be necessary if funds come
from solely commercial sources. The following recommendations
are made on the assumption that future funding will continue
to come from Donor Organisations:

(a) PRIDE should undertake baseline surveys of all future
project areas where Barclays Bank has a branch. This
will facilitate program monitoring and evaluation.,

(b) PRIDE credit should be directed more at promoting local
production rather than giving credit and pursuing 100%
repayment per se. Genuine development credit must accept
that some assisted projects may fail to perform due to
circumstances beyond the control of all concerned. High
volume and 100% repayment could become a counter-
productive obsession. Default tolerance of 2.5 - 5%
would still be enviable even by standards of a
commercial bank.

(iv)




-

n— e— | —— .Y iand

14.

(c)

(d)

(e)

(f)

(g9)

(h)

Board members should be persons with financial or
development experience and should include a
representative of the members who will in future provide
the bulk of credit capital. They clearly have more stake
in how PRIDE is managed than savers in commercial banks
whose savings are protected under the Banking Act by a
Deposit Protection Fund.

Members at the branch level must have some control in the
disbursement of their joint savings. The MEC Management
Committee Chairman should be a mandatory signatory at the
Branch Bank Account.

CID/K should give up a1l strategic planning, management
and operational responsibilities to PRIDE. The Council
should only be represented at the’ Board and possibly as
a mandatory Bank signatory at the Head Office account.

Line Managers who are consultants "is a very unorthodox
arrangement indeed. This practice should be
discontinued.

The current establishment cannot cope with any other
assistance to members apart from Credit Administration.
PRIDE staffing should include a person or persons
responsibile for non-financial aspects of client
development.

If it prefers to pursue its purely market based
philosophy, that would be a very valid position. This
should however be funded by organisations whose policies
are also market based.

L S

PRIDE has fulfilled project objectives which are consistent

with its philosophy. It has not made appreciable effort ot

fulfil project objectives which are either inconsistent
with (i.e, targeting) or peripheral to its own basic goal: to
achieve high credit volume without loan default.

)
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The PRIDE Loan Capital amounts to Sh. 8,600,000/= funded as
follows: -

WEREP - Sh. 6,000,000/=
Barclays Bank - Sh. 1,000,000/=
LIF - Sh. 1,600,000/=
ToTaAaL ~ sh. 8,600,000/~

Documents examined indicated that outstanding loans stood at

Sh. 4,800,000/= and commitments for new disbursements stood at
Sh. 1,500,000/= to be funded by new LIF receipts, loan reflows and
bank balances. Funds held in 7 day call at Barclays Bank of Kenya
Ltd, amounted to Sh. 2,250,000/= (Deposit Receipt No. 243621).

The Consultant 1is satisfied that received 1loan capital is
adequately accounted for and idle funds are managed satisfactorily.

(vi)




SECTION ONE

BACKGROUND

Promotion of Rural Initiatives an¢nDevelopement
Enterprises Ltd (PRIDE) was incorporated in Kenya on
6th July, 1989 as a Company Limited by Guarantee and
not having Share Capital. It is régistered as a
not-for-profit private organisatioh whose objective
is to forster the development of private enterprises
in Kenya. A

The establishment of PRIDE was sponsored by the
Council for Internétional Development (CID) a
Washington D.C. based private development agency
registered in Keny in 1984. The rationale for
establishing PRIDE was to provide a "viable,
eventually self-sustaining, local institution to

carry out the long term development- objectives of

the Council in credit and small enterprise development"
as the Council's activities are diverse and lack focus

in this particular area.

Due to its newness, PRIDE could not on its own
mobilise the financial, human, logistical and other
resources required to launch a credit project. The
Council shouldered this responsibility as it already
had the reputation and organisational capability to
attract required staff and to mobilise financial
resources. This necessitated a Management

Agreement between the Council and PRIDE enabling the
council to manage the business of PRIDE and to be
accountable on behalf of PRIDE to donor organisations
interested in funding PRIDE activities. The
Management Agreement is in principle a transitional

stage intended to allow time for PRIDE's institutional

development as a self-sufficient, Kenyan managed

organisation.
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PRIDE launched its first credit and enterprise
promotion project in Eldama Ravine Division in the
southern part of Baringo District during the
second half of 1989. 1Initial funding for this

project was as follows:

Loans: Barclays Bank of Kenya Ltd Kshs.1,000,000
WEREP Limited Kshs.6,000,000
Grants: Barclays Bank of Kenya Ltd Kshs. 200,000
WE-REP Ltd Kshs.2,726,982

J
Council for International Development

Kshs.3,000,000

The results achieved by PRIDE in credit
administration have generated a lot of interest in
its organisational methods and working systems
which have by December 31, 1990 let to the
disbursement of Kshs.8,522,790 to 1309 loanees in
under two years without any loan default. The
techniques which are now popularly known as the
PRIDE model are described in detail in 3.2, 3.5
below. ) ’
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PROGRAM OBJECTIVE

PRIDE'S project concept which is the subject of

this evatuation had the following objectives:

(a) To establish a sustainable credit and savings

program model in Baringo District.
(b) To promote a viable honey business.

In order to achieve these objectives PRIDE
undgrtook to work through existing and new groups
to provide financial and non-financial assistance
to %ainly off-farm enterpreneurial undertakings
found mostly in and around market towns such as
Retail Trade, Posho mills, Butcheries, Tailoring,
Knitting, Masonry, Bakeries, Metal work, Kiosks
and farm activities such as a Dairy farming,

silk farming and others like Bee keeping and
livestock trading which are tradionally

practised in Baringo.

PRIDE promised a high volume, high repayment
rate micro-enterprise credit model based on
non-collateralised group guaranteed loans.

It promised to make 800 loans in the first two
years of its operation. The beneficiaries

would be the borrowers and their employees as
wWwell as the consumers who would get new products
and services as a result of increased business

activity due to PRIDE Credit.

It is important to note that the objective to
provide 800 small lcans had a quantitative
target to be attained within the period under
review but other objectives did not have similar

targets. Indeed the absence of a baseline study




elucidating the existing situation before the program was
was launched and hob the program sought to change

that situation makes it difficult to assess program
impact if any without the scope of field survey that
could not be undertaken in the circumstances of this

study.
METHODOLOGY

The study that led to this report and its conclusions
was undertaken from the last week of December 1090

to January 15th 1991 and invplved field interviews
of a'total of 112 project beneficiaries from various
MECS, reviews of project literature, interviews and
discussions with concerned parties which included
WE-REP, CID/K and PRIDE Officials on the field and at
Head Office. The study also covered detailed study of

recorded information on the beneficiaries and their

'activities. The consultant had an opportunity to

observe eight MEC meetings, two at Eldama Ravine on
2nd January 1991 and Six at Maji Mazuri on January
8th, 1991. A video tape of a MEC leaders workshop held
in September 1990 provided useful insights on emerging

concerns among participants.

The Consultant interviewed the Baclays Bank manager
at Eldama Ravine and met the government officer (DO)

for Eldama Ravine on January 2nd 1991.

The 112 memberSof "MEC numbers RO3, RO4, RO7, R23,
11 and 8 were found during their weekly meeting and .

selected at randon and interviewed using questionaires.
The interviews were specifically directed at determining
the economic status of participants, their residential
status in Eldama Ravine Division and duration of their
stay in the project area, their banking experience, the
uses to which they had put their PRIDE loans and their
membership motivation.

— -
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PROJECT ENVIROMENT

Eldama Ravine

According to the project plan, the credit and
apiculture projects were targeted at Eldama Ravine

and Mogotio Divisions in Baringo South; Loboi, Maji
Moto and Chemoron in Central Baringo. At the time of
this evaluation, only the credit project was active

in Eldama Ravine Division covering Eldama Ravine town,
Maji Mazuri, Makutano, Kamiboi, Torongo, Esageri,
Poror, Soliom, Kiplombe and other village markets
located within a radious of about 30 (Note) kilometres

from Eldama Ravine.

Climate

The climate of Baringo District is highly varied.

It ranges from the wet, temperate highlands covered
by lush commercial forest vegetation to semi arid,
arid and near desert conditions to the north.

Eldaha Ravine Division to the south is itself is
mostly temperate and is in the national league of
above average and high potential agricultural lands.
Population

The population of this area is unusually heterogeneous
for a Kenyan rural setting. It is a settlement area
and most of the inhabitants are immigrants mostly
economically displaced and seekers of better economic
opportunity from other parts of Kenya. The table
below gives the settlement period for the 73 people
at Maji Mazuri.

SETTLEMENT PERIOD NUMBER OF PEOPLE

Before 1990 9

1960 - 1965 21

1966 - 1970 9

1971 - 1975 16
i o i
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Settlement Period Number of People

1976 - 1980
1981 - 1985
1986 - 18990

The majority (87.7%) of the respondents had lived in the
Maji Mazuri area for 30 years or less. They have, for all
practical purposes, the intention to settle in the area
permanently. Many however are still designated as squatters

and do not legally own land in the area.

Economy

Eldama Ravine and its satellité market towns have a vigorous
rural economy. The Division has one of the highest
concentrations of logging and Saw milling activities in
Kenya and many of the settlement townships have timber
milling as main industrial activity. The market towns are
surrounded by commercial and peasant farming activities
mainly Maize, Pyrethrum and dairy farming. Eldama Ravine
town has a milk processing plant owned by the Kenya

Co-operative Creameries Ltd.

The Division is connectd to Nakuru (40kms) to the Southeast
and Eldoret Municipality (80kms) to the North by railway

lines and bitumenised roads and telephone services.

Eldama Ravine therefore offers extremely favourable climatic,
human (new settlement area) communications, economic and
commercial conditions for enterpreneurial activity. Apart
from the squatter nature of some of the settlements and the
uncertanity which this entails Eldama Ravine is an

economically resourceful and privileged rural area.

o B
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THE PRIDE MODEL

Principles

The PRIDE credit model is an adaptation of the
principles of the world famous Grameen Bank of

Bangladesh. Specifically, these include:

The organisation of participants into groups
of five (called Enterprise groups or EGS)
The rule that members of each group must not

be related to each other.

The principle that members of a group guarantee
loans to each other backed by their loan

insurance contributions.

The policy that members save (pay loan

insurance premia) for a while before the first

two members can borrow.

The rule that group leaders borrow last.

Flexibility in the use of loan proceeds.

The policy that loan repayments commence
immediately (after one week) and repayment is

to be made weekly for 52 weeks.

The observance of discipline measured by'regular

and punctual attendance of weekly meetings,

regular (weekly) payment of tinsurance premium'

and non-default on loan repayments.




But PRIDE is not a Bank. This is given as the reason
for not referring to the loan insurance contribution of
Kshs.50/= per week as "savings" because that would
suggest that PRIDE is engaged in banking activities.
This is misleading as the Banking Act does not prohibit
organising people to save and definitely not savings
activities of a members! organisation. As a matter of
fact the Act would be more offended by taking interest
on loans given than by paying people interest on savings
already received.

Unlike the Grameen Bank, use of the above principles is
not directed at any particular social category. Moreover
membership of PRIDE is not restricted to any level of
economic status. Any person in the project area who is
able to comply with above principles, rules and conditions
can be a'member of an enterprise group (EG). PRIDE has

no econcmic or social target. ‘

Organisation

Business persons from a given locality in Eldama Ravine
Division, usually a market town or trading centre, form
themselves into an enterprise Group of five (5) people.
It is a requirement that members of an enterprise group
should not be directly related but should be engaged in
similar trades or business but these conditions are not

rigorously enforced.

The enterprise Groups from the same market area or
trading centre constitute a Market Enterprise
Committee (MEC) of 50 members (that is 10 EGs x 5)

The market enterprise committee applies for registration
with the Government's Ministry of Culture and Social
Services after which it can apply for membership of
PRIDE. (see forms 2A and 14).
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The Chairman and the secretary of each of the ten (10)
Enterprise Groups (EGS) form the Market Enterprise
Committee (MEC) Exeéutive Committee. The twenty (20)
members of the (MEC) Executive Committee elect the MEC
Chairman as well as the Secretary and the Treasurer.

These three constitute the MEC Management Committee.
MEC Meetings

Each MEC holds a meeting once a week. It is at these
meetings that members come to pay their loans insurance
contributions popularly known as LIF (Loan Insurance Fund)

as well as their loan repayments.

MEC Management Committee and PRIDE officers use these
opportunities to make announcements and members have a
chance to discuss any matter of mutual interest. The
Management Committee prepares its weekly report during
these meetings. The report is a record of attendance,

LIF payments and loan repayments. (see form 12/90).

Members have during a MEC's workshop in September 1990
suggested that meetings be held less frequently; once
every twoc weeks. The Qeekly meetings facilitate weekly
loan repayments and LIF collections and are therefore
es'sential to PRIDE's cash flow and projections. It
should however be noted that weekly meetings are not
feasible in other Divisions in Kenya due to their size
and less reliable transport. They are feasible if MEC
membership is confined to market towns of which few

in other Divisions can recruit 50 members who are

able to pay shs;50/= per week. PRIDE may therefore
decline the reguest by the Eldama Ravine branch for less
frequent meetings but should be prepared for appropriate
adjustments for other Divisions with lower enterprise

density.
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Participants In%uction

During the period of Enterprise Group (EG) and MEC
formation, officers of PRIDE (Branch Manager and

Credit Assistant) familiarise Group and MEC participants
with the aims and objectives of PRIDE its methods

and rules. This process continues upto 8 (Eight)

weeks after the registration of a new MEC during the

MEC meetings. This is in effect the borrower

identification, preparation and appraisal period.
The 8-4-4 Credit Schedule

After Six weeks from MEC registration with PRIDE,

The first batch of (20) twenty members (that is 2

from each group) are eligible for loans of shs.

500/= each. Each group selects the first two to apply
for a loan. Their applicatipns are received,
discussed and approved during the Sixth MEC meeting
and are usually approved. These loans are disbursed

by the eighth week.

Another lot of twenty members apply two weeks later,
that is the 10th week and their loans are disbursed
by the 12th week. These are the Secretaries and

Treasurers of the Group.

The last lot (that is the 10 EG Chairmen) submit
their applications on the 14th week and receive

their loan cheques on the 16th week.
The loan cheques are thus released on the 8th and

every four weeks thereafter until all MEC members have

received their first loans.

_,0_
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Model Objectives

PRIDE's model 6bjectives should be understood in the
context of micro-enterprise credit experience in
Kenya. Major concerns around micro-enterprise
credit schemes include volume, arrears, collateral
participant commitment and the effect of these on
the sustainability of micro-credit schemes. The
main features of thelpride model, its principles

and methods are crafted around these concerns.
Interest

This is referred to as a "service charge" PRIDE

lcans carry a service share of 14.4% p.a flat or
effectively 27% p.a. This is higher than the

official bank rate 15 - 19% p.a. on reducing

balances. It is however known that all commercial
banks are levying other charges, and automatic
penalties. The prevalent real commercial bank rate

is about 24% p.a. on reducing balances. - The real cost
of PRIDE loans is however much higher than the nominal
rate of 27% due to (a) transpoft cost of attending
weekly meetings (b) non-payment of interest on LIF
collections and (c) loss of sales and or production

due the time spent at weekly meétings.

fransport Cost: No survey was done to establish how

much each member spent in bus fare to reach the meeting
venue. PRIDE's expectation is that MEC members are
people who come from one market and therefore do not
have to board buses to reach their meeting venue.

To some extent, this is the case since each MEC is
based on a market town or trading centre. But, since
not all participants are shopkeepers, some (e.g. live-
stock traders, vegetable hawkers) have to travel to
reach a market to attend a meeting. Taking an average
distance of say 5 kilometres from the market centre this
would cost about shs.10/= for each return trip or

shs5.5207= per.annum for at- least 25% of

- 11 -
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each MEC's membership. The figure would be obviously higher

for other Divisions where several smaller trading centres
must group together to gcreate one MEC. Transport cost is

therefore between shillings zero and shs.520/= per annum.

Losses Due to LIF

LIF payments represent a withdrawal from trading capital.
The extent of loss of poteniial revenue depends on the

member's business. A vegetable vendor, charcoal dealer,

fishmonger, butcher etc can turn over shs.50/= several times
a month at not less than 10% profit each time. Indeed, for
all enterprises for which a loan of shs.5000/= is worth any

effort, the withdrawal of shs.2500/= from business capital per

year represents substantial capital dimunition.

If LIF funds are deposited in commercial bank savings account,

interest expectation would be as under:

BEGINNING : MINIMUM INTEREST
MONTH ‘ LIF BALANCE ' at 13.5%
1 0 0
2 200 NIL
3 400 NIL
4 600 NIL
5 800 NIL
6 1000 11.25
7 1200 13.50
8 1400 15.75
9 1600 18.00
10 1800 20.2%
11 2000 22.50
12 2200 24.75

Total 126.0

Most Bank's interest is presently paid on minimum savings

of shs.1000/- and is based on the minimum balance during

- 12 -



each month. A PRIDE member would lose sn.126/= during the
first year, and sh.u72/=, T196/50, 1120/50 and 1444/50 during

the second, third, fourth and fifth years.

Loss of Sales or Production

This is hard to quantify. It should be noted that such a

1oss does exist and it is a cost to the enterprise ocassioned
by attendance of the PRIDE's MEC'a meetings. This hypothetical
example takes a loss of sh.20/= in sales per meeting or sh.2/=
in profit or a total of about sh.5/= per month based on the
assumption that any member sells or produces goods worth
sh.100/= per day or sh.10/= per hour which is very conservative
indeed. A meeting takes two hours or longer excluding travel

time.

The cost of borrowing 1is therefore indicatively as follows:

YEAR 1 2 3 4 5}

Interest paid 720 1440 2160 2880 3600
Transport 520 520 520 520 520
Interest Lost 126 472 796 1120 1440
Production Lost _60 __ég __60 __60 __60
Total 1416 2492 3536 4580 5620
Loan 5000 10000 15000 20000 25000
% 28.3 25 23..6 23 225

The rate declines with increased loan volume because of
constant transport and value of production cost. The latter
is of course higher as higher capital is left unattended.
The rates are equivalent to approximately 53%, 48%, L4%,

43% and 42% p.a on monthly reducing balances but higher because
PRIDE loan balances reduce weekly.

PRIDE's field administrative costs are thus jow because the
meetings reduce client contact and debt collection costs.
Overall costs should be lower because the loan Insurance

funds provide free loan capital at the moment.

_13-
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Graduation into Barclays Bank

It is expected (by the participants), hoped

{by the donors) and stated (by PRIDE) that members
of various MECs perform satisfactority on PRIDE
loans and require loans in excess of PRIDE Credit
]imits will be referred to normal financial

institutions for larger loans.

Barclays Bank of Kenya Ltd opened a branch in Eldama
Ravine about the same time as PRIDE established its
operations in the area (1989). It is transparent that
mainstreaming PRIDE clients into Barclays Bank is part
of a wider business co-operation between the two
institutions. It is a commercially beneficial objective

to both institutions.

It is not a reguirement that PRIDE members open an account

with a bank. Thus of the 39 members of MEC 8 and 11

interviewed at Eldama Ravine 13 (33.3%) had Bank

accounts of whom 10 (25.6%) opened their accounts

with Barclays Bank after joining PRIDE. The number

suggests that some or probably all respondents thought

the question was about having accounts with Barclays

Bank. The 13 may therefore not include others with

accounts in Kenya Commercial Bank and Post Office

Savings Bank. Be that as it may, the proportion who

opened accounts after FRIDE arrival is not surprising
as Barclays Bank provided a new opportunity to do so.
It is surprising that an account with Barclays Bank

is not a requirement for PRIDE membership and yet
Barclays Bank cannot be expected td accept loan

requests in future from people who are not its

customers. The reason for not insisting on such
requirement is apparently because such a Bank account

will compete with PRIDE's own LIF collections. |
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3.9.1

Barclays Bank accepts the mainstreaming proposal in
principle. The Bank cannot object to a process that

will lead to more Fustomers. But since PRIDE members

see the process asrleading to larger Barclays Bank loans.
it is not as yet clear what mainstreaming will entail in
terms of loans to PRIDE members, especially with regard
to collateral. If PRIDE and CID/K banking activities

are confirned to Barclays Bank as 1is apparently the case
at present then it is conceivable that Barclays Bank will
in view of the large CID/K account extend loans to a few
PRIDE clients who remain MEC members without collateral
or formal guarantee by PRIDE. For the moment we can only
say that Barclays Bank is interested in the PRIDE project.
It is not possible to ascertain.how far that interest
will go towards individuai PRIDE.clients and the planned
mainstreaming modalities and conditions. Furthermore,
group and MEC solidarity is sustained by the equal
opportunities and treatment of Group or MEC members.
Higher loans to individual members from commercial Banks
requiring group or MEC guarantees will undoubtedly
threaten membership solidarity unless Banks concerned
will also avail equal opportunities to whole groups.

These issues are yet to be clarified.

PRIDE Credit Proceddfe

‘The PRIDE Credit Procedure is exhaustive, appropriately

simple and meticulously cbserved.
Client Selection

Pride borrowers are selected through entry into an
enterprise Group. A membership of group is determined
by group members themselves, PRIDE has little influence
over the selection of individual borrowers. Indeed, as
soon as a group is formed and its officials elected, the

first and last loanees are determined.
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3.9.2

This beneficiary-driven selection method is NOT
compitable with the bulk of PRIDE's tunding base at the
moment as the dominant philosophy of Donor Organisations
is inclined towards lender-driven client selection
methods which give the credit organisation ultimate
choice of their loan beneficiaries and therefore enable
the credit scheme to target pre-agreed socio-economic

groups.
Loan Appraisal

Loans are granted on the strength of an individual's
character measured by their ability to comply with

their MEC rules (PRIDE Principles) and correctness of
the information given on their loan applications as
confirmed by Group members knowledge of the individual's

business activities.

PRIDE appraisal is targetted at the borrower and not the

financial, technical and organisational feasibility of

‘the activity for which credit is sought. The consultant

commends this borrower-targetted appraisal as the
performance of micre-credit accounts depends on the

character of the borrowers their sense of self-esteenm

~and the desire to be well-regarded by peers. It is

futile to attempt to prove the financial viability of
small hawking, retail or craft undertakings as appraisal
data is weak or non-existent and these enterprises are
very intimately entangled with the proprietors life and
financial pressures. The ability of a small sole
proprietor enterprise to service credit therefore depends
on the proprietor. Moreover, it is known that many micro-
entrepreneurs use their enterprises to borrow for other
purposes which enables them to meet thcse other financial
commitments without withdrawing capital from their
businesses. The business then has 12 months or longer

to meet the commitment (school fees, hospital bill etc).



3.9.

3

An appraisal method that is directed at the enterprise
ignores the need for flexibility in the use of loan
funds and creates additional, unproductive supervision

work.
Documentation

The consultant examined twenty (20) accounts selected at
randon and confirmed that important steps in the credit
process have been recorded and stored. This made it
possible to verify that loan applications, approvals,
guarantees and disbursement had.been properly obtained

and records filed.

The fact that the loan application (see table 20) is
also the loan guarantee, approval, agreement and
acknowledgement form reduces paper work for a lient
category (illierate) usually scared of papers. This

innovation is noteworthy.

=5 [ w
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THE LLOAN INSURANCE FUND (LIF)

Loan Insurance Fund contributions at Shs.50/= per member
per week stood at Shs.1.6 million at December 31, 1990.
With a total of 24 MECS (i.e 1200 members) in Eldama
Ravine in 1991, LIF contributions for 1991 alone will

be Shs.3.12 million. Total LIF contributions at December
31, 1991 will be in excess of Shs.4.7 million for Eldama
Ravine District alone. This is a remarkable achievement
in terms of savings mobilisation. It is also potentially
the greatest threat to PRIDE's future.

The consultant found no record of a written commitment to

pay members anything on their LIF contributions perceived

by them as fixed savings and by PRIDE as loan insurance
premium. Verbal indications that LIF funds attract interest
at 10% p.a. payable on resignation from the scheme could not
be confirmed to the consultant's satisfaction. The impression
that members who retire effectively get 35% interest on their
contribution because the 10% based on final contribution
balance at the time pf resignation is conceptually flawed as

the table below will demonstrate:

‘END OF YEAR CONTRIBUTION BANK INTEREST PRIDE INTEREST

YEAR BALANCE AT 13.5 p.a. AT 10% ON FINAL
SH BALANCE
1 2500 126 NIL
2 5000 472 NIL
3 7500 796 NIL
4 10000 1120 NIL
5 12500 1440 1250
3954 _1250

The policy of calculating interest based on the balance at
resignation is obviously worse than commercial bank practice.
The common practice is that interest is paid half-yearly

based” on minimum monthly balances at the beginning of each
=M



- m

Wil ol @ ony das dE Gl e e SR e Ge Gt SRS G el e S S e sl e

b

Disbursement

i
Once loan guarantors (group colleagues) have signed,
loan approval and disbursement schedule (Form 9A)
completed, the documents are sent to PRIDE Head Office
(Nairobi) for final verification by the Finance
Officer (Consultant) payment approved by the Executive
Director and cash cheques drawn in the names of the
borrowers. The borrowers go to Barclays Bank, Eldama

Ravine and cash their loan cheques.

The consultant raised concern about the issue of
several individuzl cash ‘cheques to loanees and was
informed that PRIDE and Barclays Bank have recognised
the need to work out a disbursement arrangement that
will enable a berrower to make partial withdrawals
where necessary. Ideally, a single PRIDE loan cheque
should be issued to Barclays Bank to credit

borrowers accounts if their loans_had been approved
at the same time (eg the first batch of 20).
Alternatively, an instruction by PRIDE account signatories
to Barclays Bank to disburse up to the loan limits to
new loanees through their accounts enables borrowers

to draw out only what they require at a time.
Portfolio Management

By December 20, 1990, PRIDE had disﬁursed a cumulative
total of sh.8.5 million of which outstanding loans
amounted to Shs.4.8 million. Members had by the same
date paid Shs. 1.6 million in Loan Insurance Funds.
Outstanding loans were therefore cash guaranteed

up to 33.3% or 1 to 3.

Loan repayments are made during the weekly meetings

and commence one week after disbursement. Borrowers

- 18 =
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therefore bring repayment themselves to a single point (MEC meetings)
from which PRIDE offocials collect the total amount for banking at
Barclays Bank, Eldama Ravine. Repayment flow is thus simple and
virtually cost-free to FﬁIDE in Eldama Ravine cases. Loan

Repayment is 100% on schedule. The few members who fail to turn up
at a weekly meeting to repay their loans and LIF contributions

send payments through their EG members or pay double the following

week.

PRIDE has no loan portfolio headaches. This may also imply that
all its clients' projects_perform according to plan leading to no
repayment difficulties. This is obviously false. The good loan

repayment is due to:

a) Excellent organisation on the part of PRIDE evident 1in ;

(b) to (e) below.

b) Loans are small in relation to clients businesses and their

general economic condition.
c¢) Loanees have LIF contributions at stake.

d) Loanees do not wish to jeopardise their chance of borrowing
higher amounts and the possibility of being referred to

Barclays Bank.

e) Group pressure exerted during MEC meetings.

The Consultant wishes to point out that practice of prepaying
ioans in order to take a higher loan is a corruption of the

systems which will lead to destablising differences within

Enterprise Groups.
Loanees should be encouraged to stick to 1pan repayment schedule,

unless their reason for borrowing Shs.5000/= is merely intended

to comply with the system in anticipation of a higher loan.

-19 -



month. PRIDE's interest policy is an incentive to leave
the scheme or a disincentive to stay in after a few years.
If the ratio of LIF to outstanding loans stabilise at 1:3
as was the case at December 20th, 1990 this means that
PRIDE participants will provide about 33.3% of their loan
capital. Since loans taken are interest bearing, it would
be expected that members would earn interest on their loan
capital. Since loans taken are interest bearing, it would
be expected that members would éarn interest on their

contribution to loanable funds.

If PRIDE's policy remains that LIF funds do not earn interest

called by whatever name (bonus, dividend, yield, offspring
etc) then PRIDE is going to be an extrepely costly source of

credit micro-enterprises where, by the 5th year, a member

who has Sh.25000/= funded up to 50% by his own money at 14.4%

p.a. flat. This will be a clear source of unrest and PRIDE
will be vulnerable to accusations of using Donor facilities

to exploit micro-entrepreneurs.

I; LIF contributions are intended soley as loan guarantee
funds then there must be an optimum level of cash back=-up
necessary to strengthen group and MEC guarantees. At the
stage of taking the first loan of Shs. 5,000/= the ratio is

1:12:5 (400:5000). At the stage of taking the fifth loan,
the ratio is 1:2 (12500:25000). One would expect that as a
member stays longer and takes 2nd, 3rd, 4th etc loans; the
ratio should be gradually more favourable. PRIDE loans (i@
in fact 100% cash secured since, in the event of defaults
the borrower's LIF funds are used to offset the arrears or
loan balance and if not sufficient then the MECS This is
perfectly in order within the Grameen principles. The
consultant however recommends that the maximum cash cover
should be fixed at 1:5 for the individual borrower which
assumes 20% default. This would mean that LIF contributions
for security purposes is discontinued after a member has
contributed Sh.5000/= if the maximum loans remains

Shs.25000/=

: - 22 -




4.7

It is transparent that the longer term purpose of LIF

is to mobilise loanable funds from members in order to reduce
dependance on grants and loans. That too is perfectly in
order provided members earn interest on their investment

into the loan fund.

LIF contributions are banked into the PRIDE account at
Eldama Ravine. Signatories to the .PRIDE account are all
officials. Members therefore have no control over the
withdrawal or investment of their collective M"savings" Nor
are they represented on the Board of Management even though
they provide 33.3% of loan funds. Participants will in
future have more financial stake in PRIDE activities

than CID/K or any single Donor. They should therefcre be
represented on the Board of PRIDﬁ and their representatives
shouid be ideally elected by all’MEC Chairmen once every
year or two years. At the same time, the Chairmen of all
the MEC Management Committees should be mandatories

signatory on the Bank Account.

- 23 -
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OBSERVATIONS AND RECOMMENDATIONS

Client Socio-Economic Profile

The 73 members of MEC numbers 3, 4, 7 and 23
interviewed by the consultant on January 8, 1991
revealed that participants in the PRIDE project are
not poor or economically marginalised by Kenyan
standards. They have settled in Eldama Ravine because
economic opportunities are better than in their
ancestral home areas and probably ;old whatever land

or property they had there 1in order to settle in a

more oromising area.

The survey at Maji Mazuri revealed that 87.7% of them
settled in Eldama Ravine division during the last 30
years and 46% during the last 20 years. Thirty-seven
(50.6%) live-in their own houses usually a room o
rooms at the back and thirty-two (44%) have separate
business premises. Over 90% of the houses in Maji
Mazuri are built of timber off-cuts first because
these are readily available, are appropriate for
squatter settlement and traditionally favoured by the

majority of immigrant communities.

The survey further revealed that 41y of them owned one
to five acres in an agriculturally high potential area

and 33% responded that they have earnings from farming

- 24 -




activities besides their small enterprises. Land holdings
in other parts of the Division towards Nakuru and to the

north of Eldama Rayine are more likely larger.

Eldama Ravine inhabitants are, even for a passerby, an
economically active and well fed rural community albeit

a little incertain about their settlement future in case
the Government decides to evict some of them from state
lands if they are squatters. They are not wealthy people.
They are ordinary inhabitants of an area with good economic

opportunities.

It should be noted that if PRIDE credit was specifically
directed at only particular enterprises in the area,
Barclays Bank would habe taken less interest in the scheme.
Secondly, the volume achieved (over 1000 loanees) to-date
would be difficult.

Model Motivation
What motivates small entrepreneurs to work in the groups,
MEC and with PRIDE? Thrity-three (85%) of the members of

MECs 11 an 8 interviewed at Eldama Ravine town responded

that they were urged by friends to join PRIDE (peer pressure).

i

What did friends tell them? That once one joins PRIDE
through EG and MEC, one shall get a loan from Barclays Bank.
The arrival of Barclays Bank in Eldma Ravine about this same

time obviously reinforced this campaign.

The prospects of credit is therefore the main, perhaps even
sole motivation for membership. Obviously, any event or
development which affects the ability of PRIDE to lend will
directly reduce members interest in the organisation.

PRIDE should quickly diversify its MEC membership motivation
to include other non-financial, commercial benefits of the
scheme eg. supplies and marketing which are part of its

objectives.

- 25-




(

5.3 Effect on Client Enterprises

¢

The ultimate value and success of an enterprise development
credit scheme is its impact on client enterprises: their
sizes, their profitability, their competiveness, introduction
of new or more appropriate techniques etc. and the impact of
these on beneficiaries standard of living . As PRIDE Credit
has been in operation for only 15 months its impact on these
parameters is not yet visible and will require more detailed
investigation to establish than was feasible within the
period allocated for this study especially in view of the

absence of a pre-project baseline study.

-4 Effect on Employme;t
Information received from PRIDE's data base revealed that out
of 200 loanees, 95 or 47.5% are engaged in retail trade.
Indeed, the model is more compatible with trading activities.
Proprietors of craft and production oriented establishments
are not good at attending meetings as these activities

require their personal presence at all times.

As a general rule owner-managed small scale trading activities
do not generate employment to oihzr persons apart from the
proprietor. Most are helped where necessary by family
members. Thw survey of 732 at Maji Mazuri revealed that 19
have employees, mainly domestic assistants for those who

have some livestock. There direct linkage would be

established between such employees and PRIDE assistance.

The Consultant's view is that Micro-Enterprise Credit support
more profitable self-employment. This should be the immediate
emmployment objective. The consultant did however have
sufficient time to generate conclusive evidence on the extent
to which PRIDE credit has improved proprietor productivity.
However it whould be noted that given the economy of Eldama
Ravine, loans of Shs.5000/= are too small to cause

measurable change on most of the enterprises i.e.

excluding vegetable vendor, charcoal dealers etc.

= QY -
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5.6.1.

Effect on Savinés Mobilisation

As stated elsewhere in this report collection of
Shs.1.6 million in LIF contributions is a remarkable
achievement which should be strengthened by ensuring
that saving is itself a financially beneficial goal

to the members.
Efficiency of PRIDE Loan Scheme

The costs uéed in assessing the efficiency of the
PRIDE credié model are actual expenses recorded from
the beginning (1989) to December 31 1990 and
estimates of both the model's development cost (USS
150,000) and CIDK inputs into PRIDE since commencing
activities in Eldama Ravine. The figure US$ 76,000
(equivalent to Kshs 1824,000 p.a ) at current
exchange rate) is the sum of- 80%, 50%, 20% and 20%
of the annual salaries of four CIDK officers who are

also key persons behind PRIDE'S planning and

operational capability.

Since the program and accounting results relate to
the period when first staff were hiréd to implement
the credit project (May 1989), the CIDK staff costs
for the 19 months are adjusted to this period and
amount to aproximately sh. 2,888,000 (about shs.
3,436,720 including off shore benefits) The ratios

obtained at the bottom should be used with caution
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as a large component of <cost (the CIDK inputs) are

L . . . .
based on crude approximations of the time various

key officers .spend on PRIDE affair

s and

secondly

because the ratios are for only one and worse, the

pilot and development period.

Number of loans granted to 31.12.90 = 1308
Amount lent to 31.12.90 = Kshs. 8,522,790
Project Development Cost = Kshs. 3,600,000
Costs
CID/K funded staff costs (aporox) Shs. 3,436,720/~
Salaries and Personnel Expenses 516,781/~
Sub Total (a) Shs. 3,953,501/~
Operating Costs
Printing and Stationery 97,592.15
Telephones . . ] : 44,504.95
Postages 1,711 .95

" Rent and Rates 32,500.00
Insurances 145.00
Travel 4,906.00
Acqommodation and‘Subsistence 77.822.65
Licence and Permits 1,250.00
Consultancy Fees 35,000.00
Legal and professional Fees 21,940.00
Bank Charges and Cheque Books 8,801.20
Loan Interest (KREP) 39,894.80
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Cleaning

Advertising and Public Relations
Security Batteries
Subscriptions

Delivery (Securicor/DHL)

Program Development
Sub-Total (b)

Vehicle Running Costs

!
Fuel and Lubricants
]

Tyres and Tubes

Repairs and Maintenance
Insurance

Licences

Vehicle
Sub-Total (c)
Repairs and Maintenance

Buildings
Office Eguipment
Furniture

Fixtures and Fittings

Sub-Total (d)

Training -

- 29 -

276.25
4,599.65
38.00
150.00
1,866.75

39,442.00

412,441.35

196,295.05
17,788.50
131,;775.25
29,432.65
1,820.00

3;471:25

380,583.70

11,306.00
20,465.00

12,778.00

31,770.00
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Printing and Stat{onery 4,950.00
Training Aids 1,600.00
Hall Hire 7,865.00
Meals and Refreshments 5,075.00
Accommodation 2,850.00
Travel ) 24;335.50
Sub-Total 25,675.50
)
TOTAL (F) 4,803,971.00

) - ——

Motor Vehicles 375,000.00
Motor Cycles 7,500.00
Furniture 6,250.00
Leashold Improvements 6,250.00
. Sub-Total (E) 395,000.00

5,198,971.00

Total Direct Costs (Pride Personnel

Only) = Shs. 1,367,251.50

Total Direct Costs Including CID/K

Personnel Time = Shs. 4,803,971.00

Total Costs Including Depreciation
of essential eguipment

"

Total Including Development Costs

Efficiency Based on (a) above

Shs. 5,198,971.00

shs. 8,798,971.00



1,367,251.50
____________ = Shs. 1044 per loan

Considering that the average loan was Shs. 5,000/- the
expenditure of Shs. 1,044/- per loan 1is too high as
this amount cannot be fecovered in only 12 months (the
loan period) at the current rate of interest (14.4%)
Cost per shilling lent 1,367,251.50

------------- = 16 cents

8,522,790.00

1
The cost per shilling 1lent is higher than interest

)

earning per shilling i.e. 14 and a half cents.
Efficiency Based on Total Direct Costs (b above)

Cost per loan 4,803,971 .
--------- = 3670 per loan
1309
It is obvious that the Management arrangement is not
cost effective and can only be sustained with a larger

volume of accounts.
Cost per shilling lent

4,803,971
————————— = 0.56 cts per shs lent
8,522,790

Efficiency 1Including Indirect (depreciation) costs
(c) above: d

Cost per loan = 5,198,971
--------- = 3972 per loan

Cost per shilling = 5,198,971
-------- = 61 cents ner
8,522,790 shilling lent.
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Efficiency based on all costs [(ie. including) development
cost:

Cost per loan 8798971
------- = 6720

Cost per shilling 8798971
——————— = 1.03 per shilling cent

8522790

PRIDE'S field based operations are largely clerical and
cannot be divorced meaningfull§ from the Head Office
attivities which sustain them. Direct costs therefore
include field operations in Eldama Ravine as well as PRIDE
and CID staff in a Nairobi. Both (a) and (B) above are
therefore both direct costs as they both relate to processes
which create and administer loan accounts. Direct costs can
be reduced drastically by having all management functions

performed by people hired on local (Kenyan) terms by PRIDE.

The currrent management arrangement is financially
unsustéinable without rapid expansion to 1ncrease loan
volume and accounts. Such a solution is not recommended
because the management arrangement which creates the bulk of

the costs is not recommended.
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Organisational Viability

PRIDE's orcanisational viability depends on its
ability to entrench 1its strengths and to find
satisfactory solutions to threats to it as an

organisation. Pre-eminent amongst the latter are:

(a) members expectations
(b) relationshio with Donors
(c) policy on LIF Funds

(d) administrative capacity
Members Expectations

It has been pointed out in 5.2 above that the
overridiﬁg motivation of members is the prospect of
larger loans in future. This issue of mainstreaming
clients into Barclays Bank for larger loans must
therefore by given greater attention in future
program planning and its modality clearly

established.
Relationship with Donors

The consultant's conclusion -is firmly that PRIDE is
a business organisation which seeks to develop small
scale enterprises as a business. There 1is no
flirting with social concerns; the poorest of the

noor etc. PRIDE should theregore source its future
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funds from sources which do not insist on
Socio-economic targeting as the paarticipant-driven
client selection methods of PRIDE will not deliver.
1t should otherwise persuade Donors to accept it on
its own terms as simply a small business credit

organisation.
Policy on LIF

PRIDE should not waste further time in re-defining
the income position of LIF from the members point of
view. It is specifically recommended that they be
treated as interest earning savings (de facto) the
withdrawal of which is subject to PRIDE rules on

LIF.
Administrative Capacity

PRIDE is at present very fragile indeéd. Its
existence depends on the marketing talents of the
Executive Director whose services are available to
PRIDE through Management Contract. It must be
plainly appreciated that an organisation which
depends on another organisation for its key
personnel and overall direction is not viable on its
own. It will soon be perceived merely as a brand
name fﬁr one of CID/K activities i.e. credit and
savings mobilisation and, indeed, everyone talks

about the PRIDE Credit model as though PRIDE is only



a credit concept. Appropriate steps should be taken

to reduce PRIDE's dependence on CID/K.
Replicability

A program should be replicable if its principles and
methods are not too entangled with cultures or
geographical, political or socio-economic conditions
peculiar to a particular area. To some extent,
Eldama Ravine Division where PRIDE model has been
developed has political, cultural and socio-economic
conditions which can only be found in Eldama Ravine

and possibly other settlement towns. These are:-

a population is highly heterogenous. It is a lot
easier to find people who are not related, even

who belong to different tribes.

b many residents have settled in Eldama Ravine 1in

search of economic opportunity in farming and
petty trade. The residents are economically

motivated.

o Eldama Ravine Division's commercial activity is

almost wholly in the hands of indigenous small
scale enterpreneurs. Therg are therefore

several enterprises capable of meeting their

obligation to PRIDE. :
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(d) Eldama Ravine 1is a relatively wealthy Division
compared to other rural divisions 1in Kenya.

Savings of Shs.50/- per week is reasible.

(e) The Division 1is politically stable. There are
no oolitical aspirants to capitalise on any
participant ‘problems, weaknesses or
disatisfaction as would happen in many other

Divisions/Political constituencies.

]

The PRIDE credit model as presently conceived is
therefore replicable 1in other parts of Kenya and
elsewhere where conditions are about the same. Other
settlement divisions would be ideal. It 1is not
practicable in urban settings (where residential
mobility is high), politically competitive areas O
economically impoverished Divisions where commercial
activity is itself not viable exceot for a very small
humber of enterprises. The adjustments recommended in
this report should enhance its replicability even in

more politically competitive areas.

Institutional Development

A properly established and viable Credit Institution

should have the following characteristics:

= A policy organ; Board or policy review Committee

which represents interests of key parties and

meets regularly.
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- An organisational structure which provides for

the performance of all credit functions.

= Personnel who are qualified to handle various

credit functions.

- Appropriate distribution of authority and
accountability between different operational

locations and between different levels of staff.

PRIDE nominally has these features. But it 1is
practically CID/K's project implementation
intermediary which exists only 1legally and can
therefore hire staff, open accounts etc. It does not

exist without CID/K.

If PRIDE 'is expected to emerge as a separate,
indeperdent organisation then there should be short,
medium (up to five years) and Ionger'term vision for
its capacity development. There was no evident plan

to this effect at the time of this evaluation.

The short term plan should include making the Board
more representative (to iinclude members
representative) and the evolution of an objective more
rational (less personalised) organisation;l structure.
The medium term plan should be directed particularly
at staff development towards termination of the
Management agreement and the 1long term plan should

include placing'more authority at the Branch level.
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WHAT HAS PRIDE PROVED?

The PRIDE model has proved that given the right
social,political, economic, commercial and
geographical conditions; it is possible to establish a
high volume, low default, financially sustainable
micro-enterprise credit system. The right conditions
orevail in Eldama Ravine and possibly other settlement
schemes where similar conditions prevail. They may
also obtain 1in %igh density population areas save for
the obvious )threat of competitive politics if

weaknesses highlighted in this report are not

eddressed.

PRIDE has not developed any credit reference system
for eventually graduating clients into the banking
system. It has not provided access to management
oroduction or marketiﬁg services on the scale implied
in its objectives. It has not 1introduced more
oroductive technologies for small scale enterprises as
the size of loans and rapid repayment schedule is not
consistent with this objective. It should however be
noted chat the PRIDE credit model is barely two years
old and it will take a longer period for visible,
measurable or noticeable achievements to be made in

these dimensions.
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SECTION TWO

6. INTRODUCTION AND METHODOLOGY

This portion of the report covers matters raised under the TOR 7-9
which in meetings with the client REF were essentially Interpreted
to emphasize deveiopmental, institutional and managemant issues.

6.1. MEC and EG Sample

Glven the KREP emphasis on project target and developmental issues,
the fact that collection of systematic socio-zcononiz monitoring
and evaluation data was not planned for and thus was not
undertalen, the consultant decided to spend five days conducting
field interviews, one da} rechecking the field data and four days
interviewing CIDW/CIDK/Pride staff, KREP staff and donors and in
report writing. This accounts for the 10 days contracted.

In the fieid, the consultant initially sampled 10 MECs or about 40%
of all MECs. The sampled locations and MECs are shown in Table 1:
MECS Sampled by Locaticn. Three MECs ware sampled in Ravine

location, two in Maji Mazuri, two in Koibatek, one in Lembus
Kabimoi and two in Lembus Mosop. Since no specific MECs operate in
Lembus Central, none were interviewed there. In any case, the

distribution is not representative of the demographics of the
division for it underweights the large population of Lembus Mosop
and Lembus Central as is shown in Table 2: Fopulation By Location.

Having decided to sample ten MECs, the consultant further decided
that within the time available, the most efficacious way of
collecting MEC data was to interview all the EG chairpersons or
their representatives. 33 were interviewsd., The centres where
interviews were conducted and wher= visits were made a2re shown in
Table 3.

G.7. Inrerviews with DC Baringo and DO Ravine
To clarify matters which touch on District Focus, the DC Baringo
was interviewed. The DO Ravine, who had been D0 Mogotic, when the
project was beginning, was interviewed. DF documentation was
supplied by the DO Ravine.

6.3. Pride and KREP staff

Informartion on the planning, management and status of the project
was supplied by the staff of the two organisations.
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&.4. Pride and KREP Records
Data collected and processed by Pride, as well as documents
prepared for their own internal wuses, Wer= used initially to
organise2 the unstructured interviews, to establizh corporate
philosophies and finally to get aggregate data on the particlpants
in the prcject.

2.5. Barclays Bank and Ford Foundation

Interviews were conducted in Ford Foundation and Barclays Bank to
gather informaticon on their programming interests, corientations and
long term perspectives on credit in the donor and the banking
community.

. [ata and Attitudes from Two Debrieting Meetings
i

N
n

on approache nd significantly on Pride Board attltudes w
2

s a
) .
4 from two debriefing meetings.

n

A licting of the persons interviewed and the dates 1 appended.
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7. FROJECT PLANNING AND SUFERVISION

A bzsic problem in the Pride Credit Programme is its planning
before onset. Two documents refer to this. They are the Frojsat
Proposal Submitted te KREP by CIDKE on 7/9/38 and The revised
version of 7/2/198%. The documents are not exactly clear on the
abjectives: target populations: monitoring and evaluation
indicators and how these relate to activities and finally on the
philosophy of the credit project.

More specifically the two documents stats that the creadit astivity
1s part and parcel of a wider project which also covers apiculture
and sericulture. How the three components relate or do not relate
is not specified and, as was made clear in debriefing, is not
subject of this final report. There is repeated references that the
implementaticn will be through groups without specific
determination of their socio-econaomic characteristics either of the
groups or th2 individuals. ,
The arez of cperation is specified as South Baringo although there
is no entity called such. One assumes it is Mogotio and Eldama
Ravine [Divisions. The credit component has only been in Ravine

Division.

KREE zhould have [nsisted on specific criteria on targets of
credit, phasing of implementation, and indicators for internal and
extecna, monitoring and evaluation during project preparation.
Since the programme has just about exhausted lending the KREF money
it may well be that the only thing to be done is to collect data on
credit recipients post hoc.
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8. PROJECT BEMNEFICIARIES

&.,!, PROJECT JUSTIFICATION

Pride staff justifies 1ts credit programms  on the basis of
business and nor welfare. This they see as fultilling the
macropolicy needs ot the GOK strat=gy of increaszing employment in
the rural zreas. Thus they are primarily concern=2d with giving
credit and ensuring that it is repaid. Table G: Loan Repayment as
2t Januarv £, 1991 and Table 7: Completed Loan Repayment and Table
€: Current Lcans and Repayment refer. They inzist that they did not
target a particular socio-economic group. They have no data tc back
up the contribution towards the GOK strategy of increasing
employmant.

The driving £
and the potential hop
and 30%) int*tc or

‘oroe of Pride credit: lending is thus strictly market
e of graduating some partlcipants tbhztween IO
mal credit system.

Pride operations are in the true spirit of the philaosophy of the
maricet placs based on the revenue generation by the credit. The
ultimate okbjective is revenue to support a branch. 1f they get to
20 branches, the system will also support headquarters staff.

Th bstract model. developed by CID, does not tell us anything
what %ypes of businesses are feasible or desirable for its
conseguencs is that entry and exit into the market place is
v an individual and opportunistic matter.

)
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Pride has instilled borrowing disciplinz. There cannot be
deviation from the organisational framework of the EGs and MECs or
the repayment targets. 1f one is slack, they are dropped. The MECS
are suppos=d to formally do it but field interviews show that most
of the. time EGs actually terminate individual memberships for
not want the onus of carrying a defaulter. The Pr ide
2c shown in Table 4, shows that only 45 (4%) particlipants
the programme. During the field work weel: the consultant
icipants who were seeking to leave EGs, not MECs, as the
smmends and there were others at the meetings waiting %o
em. This dynamic needs further study for it contributes
h repayment rate - above 100%.

KREF currently argues there should be a selection system which

iez t3rget populations, their socio-economic characteristics
as well as the characteristics of their pusinesses. In the project
document, which KREP accepted, there is no concrete definition of
who is to get the credit in terms of socio-economic status, types
of businesses, demographic distribution of the population, social
organisation, village production, ecological potential and regional
complementarities. Neither are these issues elucidated in detail in
KREP's Programme Description. In all the different versions of the
Project document, there 15 no provision that the businesses foer
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o improving the nuteition, health
oh would b= used in evaluating how
T

which credit 12 gi-

and education of ¢t lients whi
individua! busines contribute
beesn any formal oversight regquirements from YREF that Fride collect
regate socio-economic data so as to facilitate defining
group systematically.

o genera! welfare. There has not

and disazg
the target
KREP manazement, like other donors in the country, is internally
split on whether the credit strategy iz to fund the rural
population with assets but who are outside the formal credift system
so that they can employ the poor in keeping with ths naticnal GOE
objectives of increasing rural employment or wether to focus credit
on the rural poor (including the poorest of the poor) exclusively.

It is elesr to the consultant that the long term macro policy
credit need in the country arfe to: a., Expand formal oredit by
liberalising the collateral requirements. b. Enable those with
assets to join the national credit system so liberalised. c. To
deszign alternative credit systems tor those without assets
gqualifying them for being reached by the above strategles.

u

1

8. 2. SOCIAL CHARACTERISTICS
B.2.1. AGE

Table § shcws CGlients by Age and Sex. Data shows that the oldest
client is 77: the youngest 18 and the average age 1s 25. Breakdown
of the ages of clients shows that of the 1,200 clients 3% are
under 20, 36% are hetween 21 and 30, 35% are betwu=en 31 and 40, 18%
are between 41 and 50 and 10% are above 51.

1f the age breakdown is made by gender, still the majority of the
men and women (36%) still fall in the 21-30 age bracket, 34% and
32% of the men and women respectively fall into the 31-40 age
bracket. 1% and 11% of the men and women respectively fall into the
above 50 age bracket. 3% and 4% of the men and women respectively
fall under 20 years oid.

The concluszion therefore is that the majority of the clients are in
the most active economic age bracket.

0f the 1,200 participants, 59% are male and 41% are female. Making
the age breakdown the women who are in the programme are only
marzinally youngsr then the men as shown above.

&.2.3. TYPE OF BUSINESS
Table 9 shows Types of Businesses by Gender. Of the 1200

participants 37% (444) are in Retail, 209% (346) are in Livestock
trade, 11% (132) are in Hawking, 7% (81) are in Hotel and Catering,
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Sx (CEiamrs in talloring, 2% (20) are in whol=ssaling, %t L 2=~1.3% ace
either In Service and Repalrs or Artisan Production, 0,2% (2-4) are
in =ither in Wholesale, Manufacturing and Transport. 7% (35) are
in other businesses.

The warious businssses can be recombined into three categories
Production ( including Agro-Processing. Manufacturing and Artisan
Froduction: as forming 3.3%: Services ( including Hotel and
Catering, Service and Repair, Tailoring and Transport) as forming
13.3% and Trade tincluding Wholesale, R2tail, Hawking and

Livestock) as forming 77:3%.

Further analyels of the Trade component shows that roughly 30- 35%
of the businesses are about trading on sommodities produced in the
arsx for clearcly not less than half of the component of hawking
component is hawking based on clothes from without the area =nd the
other half possibly on vegetables from within’ the arez.

Given that Froduction is only 3.3% and also that at best 20-35%
locally bassd trade tan optimistic assumption) cl 1 e cre

e t
system cannot be argued to have a major impact on loca production
zctiviries in the sense of utilising local resources and building
local productive capacity.
Pzrusal of the data in Table 9: Types of Businesses by Gender,

shows that women predominate in the retail and hawking busines=ses,
Thiz forms 71% of the total women participants. Thus out of 10
women participants are trapped in the trade sectol which
predominantly is for taste creating and for which margins are low
given the density of businesses in the same markets.

7]
i

3.3, SOCIO-ECONOMIC DATA [N FPROGRAMMING

The objective for interviewing the 93 EG Chairpsrsons or theilr
representatives was to get indicative data on socio-economic
characteristics and assets controlled by participants. Mormally
this kind of data should be part and parcel of the baseline,
intzrnal project management, project monitoring and evaluation and
finally cperaticons reporting to the donor (KREP).

[t was not a reguirement of KREF then that the five categories of
socic-=zconomic data be part and parcel of the project when the
Pride Programme started. Given Pride's market and open ended
{nterest in self selection of those who got credit, they did not
deem it important to collect socio-economic data beyond age, SeX
and tvpe of business.

Currently, KREP regquires that baseline data socio-=2conomic be
collected, and that project report monthly on operations.

This =z-ill leaves the lacunae of who collects monitoring and
evaluation data for midterm and end of project evaluation and what
type cof data is collected for intarnal project management.
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s. In the short term, the =xperimental approach adopted in the
——

fmportant In establishing the credit
and thus settling the debate on what
of interest first to the banking
sted Iin funding the poorest ot
y for contributing to setting
to those currently cutside the trormal

RECOMMENDATI!JNS

a, Both KR and Pridz Should decide on why to target who and where
even within Ravine Division.

b. Both should be aware that to encourage businesses which
emphasize tas creation for consumption of industrial consumable
s not very etficient for a région with a good base for improving
its productive capacity. The corollary to this point is then that
there cannot be a» credit approach replicable in gther parts of the
country for the businesses which improve an areas productive
capacizy will vary from region to region even within a district

like Baringo.

programme under evaluation is of interest if for no other rea
that it clarifies the problem of strategy towards defining wh
credit system is needed were and by what populations. Data to
settle these issues will have to be collected in the future.

o
oo

d. The component of credit for increasing Local Froduction should
he addressza=d more =ffectively for between 60- 70% of the businesses
can be imputed to be serving to bring about the consumptlon of
manufactures from outside the region for it is doubtful that this
kbnad of business development is sustainable or generates
employmant.

2. Women seesm to be trapped into the trades s=ctor where the margins
are low and where the thrust is to create taste external to local
production. The eclear need is to get women to businesses which
produce better margins and enhance local production,

£. KREP and, for that matter all other donors who are to fund
Pride, should always do a socio-economic baseline onn all credit
programmes s0 as to establish who is either the target nof credit or
who is getting it if there are no pre- set criteria.

g, KREPF znd other donors should not only get the monthly operations
report, but should insist on collection of monitoring and
eyaiuation data alongside the collection of any other data needead

by credit programmes, FPride included, for ianternal perogranms
management. It is advantageous to a donor that the monitoring and
evalustion data be collected by persons not tied to elther the
donor or the implementer.
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9. MANAGEMENT OF THE CREDIT SYSTEM

2.1, Decisionmaking
The firzrt point f= that the design of the Pride branch is driven by
tract model which shows that 1500 clients would be able to
ensure sustainability of the branch, by paying for Branch operating
costs if the predesigned membership, payment schedules, collection
and banking routines are adhered to strictly. Within this there i3
no room for deviation either by branch managers or participants.
The systemic decisions are made at the centre and routinely

implzmentad.

[+ {= true that the EGs decide on membership. Although Pride argues
that the participants decide on MECs, +the consultant’'s opinion 1is
thar this is not so for Pride decides where MECs are to be and thus
the rocom for manceuvre for the participants iz only i1 constituting
themz=zlve3 for the group of five. Witness that Lembus Central has
no MECs for the decision was to incorporate the members from there
into Bavins location MECs despite the fact that presentations have
been formally made to Pride about the extra cost for travelling to
Ravine to fulfil the other routines.

Further, the repayment schedule is rigidly set and participants
have found ocut that even their petition to Fride in September 1990
that the schedule for coming together should be elither every two
weeks or monthly, is contrary to central design and revenue
generation dictates and thus is not allowed.

Frem Pride’s point of view, these two central operational questions
are settled at the cost table. Thus to go into two weeks meetings
and thus repayments is to interfere with the projected cash flow of
the abstract model and thus is not possible and nelther i=s it
managerially allowed.

The Gramsen procedures on intake of members, and type of business
for which a loan is needed is technically don= by the participants

at grassroots. However the other procedural corollaries 2f the
Gramee procedures on decisions on loan amounts, repaymsnt
schedules, rescheduling and members loaning priorities are not for

1 4 3
the amounts to be loaned and the repayment schedule are preset.
.2, Field Statf Operations

The field staff 1 cssentially operating a dally ledger. Since
there iz no Business Advisory Capacity or Training Capacity as
there are only 8 field staff (Branch Manager, Apiculture
specialis%, doubling as a Credit Officer, and a Credit Assistant)

means nothing else can be done for the operations are still manual.

is
2

[t is proposed that there will be on line/batch transfer computer
connection. Given that the database entries are based on exception
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.ather than routine handling all the 1200 clients datly, tnis will
nabls the tizld staff to handle other activities.

g

Pride field staff do not have the time or the capacity to visit and
advlse the clients on their businesses. To generate personnel to do
this later task will lead to higher costs and thus jeopardlise the
model predictions.

Pride states that they intend to use the saved time in among other
things business advise. Two related issues though remain. Flrst
none of the current field staff are trained trainers or bucsiness
development pesople who can go around and discuss ne2w buslness
opportunities or improvements in existing businesses for the
participants. Second, there is no formal strategy developed on how,
what zectcrs and what methodologies the Business Advisory component

is to be implemented.
)

Finally, +there is the issue of local branch specificity. The
abstract model assumes key operating costs, eg vehicle opgrating
cost., based on proximity of markets to central the branch base.
This is impcrtant for daily banking. When new branches ars
sonstituted in places where population is not as dense as in Ravine
Division, there will be cost overruns as well as problems with
completing th2 daily routines.

9.3. Headquarters Staff and Structural Problems

The Nairobi staff include among’ the CIDK Managing Director who
doubles as the Pride MD. He is an American. The Finance and
Administration Manager 1is a naturalised Kenyan. The Training
JResearch and Development/Business Services Manager is a Kenyan.
The Opsrations /Programme Manager is a Kenyan who previously was
the Paringo branch manager. The Accountant is one of the oldest
serving employ=zes of CIDK and is Kenyan. The recently hired MIS

The wosganiszational chast (Table 11), supplied by Fride, 5
Operations /Frogramme Manager as the line person supsrvi =
branch managsrs of which there is only one curcently Data

+

gathered within Fridz and the proposed chart does no show how the
Business advisory Services would fit into this line function for
logically they are under the Training/R&D and Business Services
Manager. !n any case from the field it is also clear that the later
manager, as wesll as the Finance and Administration Manager have
direct field supervision from time to time. Whereas these may be
seen as problems of small organisation there ought to be cl=ac line
organisation.

The Accountant receives data on daily basis and is responsible for
supervising the loaning function daily. The MI3 Officer is
basically responsible for database maintenance together with a
Consultant.
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Statting 1z interszsting. Everybody below operaticns Manager is
appointed tc Pride 23 Iis the MIS officer. The Accountant, the
Training /R% D/Business Services Manager and the Manazing Director
are all appointed by CIDK. These form the core which made CIDK. 1t
is argued they remain under CIDK for payroll purposes only.

The Finance /Administration Manager and the Accountant and a2 Data
Specialist, who has no formal line designation, are Consultants to
ClDV.. Presentation was made to the Consultant *that they are
consultants only since Pride cannot pay them. All claim to spent
the bull: of their time on Pride matters.

The doubling as MD for both CIDK and Pride is an issue which Pride
has to address.. Although this is practice in the private sector, it
has become a factor in how people react to Pride. The two posts
zhould be sepsrated to give clarity on who i5 in charge. This is
more so given the fact that the current holder of the two positions
dominates the management and intellectual output of the, two
organisations to such an extent that virtually all decisions have
to get his clearance.

Given thes paucity of statf, the fact that the MD is an outsider and
the top two consultants are originally cutsiders (even though one
is a naturalised Kenyan) KREP and others have raised the issue
whether Fride can bg seen as a Kenyan organisation.

This issue cannot be settled by analysis of the origin of staff
members only for there is no law which says that sven a HKenyan NGO
ha=z to hire only Kenyans, naturalised or other. The issue can be
better discussed by raising design, management and local capacity
building issues. B

Pride was created (see Table 13: CIDK and Pride Management
Agreement) to ensure that CIDW did not have loans an its books.
This ‘decision was made by CIDW and =nforced by CIDK. Theose early
objectives apart, the necessary conditions of having an functional
board, separating policy and management., staffing up and
establishing its own identity have been limited by the exlistence of
the manag=ment contract.

Having srtarted Fride as such, the current MD has dominated the
design of the programme and all other relations of Prid= and both
Clbhs Similarly the management systems introduced are his
creations. The administrative and financial administration system
was created by the Finance and Administration Manager along the
design pathways of the MD. Both CIDK and Pride are tightly managed
at the top with all strategic planning, policy and operations

decisions centralised. Thus it is not possible to even begin to
think abowut the corporate identity of Pride. More serious are the
implications form a local capacity building point of view. I[f an
external person so dominates Pride, there is no capacity being
built in Fride for strategic planning, management and operations
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to be trangfesred to local managers at all levels., This point 1is
strengthensd by the fact of extreme ccompetition bordering on
conflict among the two top Kenyans in management as well as the
fact that the middle level managers are extrem2ly timid.

The consultant is of the opinion that staff should bse separated
clearly into Pride and CIDK for reasons which will be adduced below
under the discussion of the management contract betwesn Pride and

CIDK.
9.4, Board O0f Management

Originally when Pride was formed, the members who sponsored it were
essentially employees of CIDK and some strategically placed civil
servants. The list of the individuals involved is shown In Table
12. Qut of this group a Board of sorts was constituted in ways
which are not transparent to this consul tant. During the last year
2 new boacd has been reconstituted. The members are J. Campaigne,
? Stewart., A. Kiptoon, G. Githu and a Barclays Bank Nominee.

This new Board carcies over the current MD of CIDK and Pride and
Mr. A Kiptoon, a consulting Engineer, from the group of founder
members. As of the writing of the report, the Barclays Bank
nominee, is not known officially. KREFP was invited but did not
participate in the szlection of the Board.

One of the Board members participated.in one of the debriefing
me=tings and essentially agreed that the Pride Board is too new to
have participated in its legal and policy roles effectively. One of
the key issues they need to address is the provision of Clause 3.b.
8.8. Management Contract between PFride and CIDK
The management contract between Pride and CIDK is enclosed as Table
13 znd the Prlde Memorandum and Articles of Association ars shown
in Table 15.

The Management contract does not specify that CIDK would build wup
the capacity of Fride and how. The important categories for
specification are staff, strategic planning and operations
(including their management systems). To the extent that the
managemsnt contract was written when Pride did not have a formal
board but founder members who were mainly CIDK workers, clearly
Pride the institution, was not in a position to look after its

interest.

Seconwdly the recent creation of a Board external to the CIDK
workers as discussed above still casts doubt on whethzr Pride can
defend its interests given that three of the ma jority of the Board
members sre CIDK nominees as explained to this consultant by one of
them.
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The issu= of evaluation of manage ys was raised during
debrieftng. It should be loglically clear that an organisation in
which all its strategic planning 1is done by some other ocrganisation
on contract is not in a position to evaluate the wutility and
efficacy of management systems developed.

= . Z.b. 3f the management contract which states that CIDK 1is
"To appoint during the duration of management period the majority
tors o the Board of Pride ", should be terminated forthwith

declsions in Fride's

The consultant was urged to discuss the issue of the management
contract in tecrms of its applicability to the MGD sector, Fart of
the problem s that to date NGO have been registered in all sorts
of forms. The limited liability cgmpany is one of t

cnes. S0 on -hat score there is no problem. What is problematic is
the fact that having created Pride, there ts not evidence that its
bop management capacity is being built, especia in setting up
managem=ant staff to be responsible for strategle  planning,
manag=m=nt and cperations.

=~

G.G5. Fride’'s Growth FPotential

The growth potential of an organisation is based on monetary
rescurces under its control, the human resources avallable to it
and finally opportunities.

Pride at the moment does not have long term resources, according to
comments made by the MD in discussions on the terms and In the
debriefing mestings where he sought to hurry the evaluation for it
was awaited by variocus donors so as to enable him to meet the
payrol!l for March. [f the management contract was partly justified
in terms cof CIDK fund raising potential, currently there is not
much ta show beyond the KREP and Barclays resources. Presentations
were made that the USAID, UNDP, ODA and Ford Foundation, among
others, are considering support to Pride. The situation could
change dramatically in the near term therefore. In any case
January 1991, no long term commitments exist outside the KREP and
Barclays resources in the Baringo Programme according to the Pride
MD.

Strateglecally speaking, if the Barclays Bank interest is
maintained, and [ believe it will be, then Pride will have a chance
of opening othar branches elsewhere. Two are planned this year.

Assuming that two Branches are opened, the gquestion of optimal
growth rate can be narrowly discussed in relation to the management
load of present top management” and the operations system already
designed. The consultant is of the opinion that managerial capacity
for the two =xtra branches exists if the system developed is to be
continued since the system is already designed and at the branch
level credit operations are simple. However if Pride begins to take
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Business Advisory Services of the existing branch and in futur=
branches seriously, a fact the consultant reccmmends elsewhere they

do, | do not se2e them coping with three branches adeguately with
present staff for some of their senior executives will have to go
to the field to design and man the Business Advisory Services. In

any case they also will have to hire extra branch level staff.

0Of course presentations that extra management and g=2neral staff
would be hired if the proposals made to donors come on stream,
‘including funds for overhead, were made forcefully. Top managers in
credit at rural level do not come easily. Neither do top managers
who are specialist in systematic business identification and
training.

RECOMMEMDATIONS

a. Since a significant number of Ecard members are not in
development per se, which according to Pride’s Memorandum and
Articles of Association, is central in its operations, Pride and

donors should investigate ways and means of increasing the number
of Board membzrs with development experience.

b. Pride workers should get at least one representative in the
Board other than the MD. In this case it should be a Kenyan for the
bulk of workers are Kenyans.

c. The provisions of Clause 3.b. should be revised for they
structurally (in a legal and social science sense) deny the
creation of Pride as a separate institution.

d. CIDK should give up all strategic planning, management and
operational responsibilities to Pride.

e. All - the staff have to be transferred to Pride and then the
issues of what nature of organisation Pride is to evolve into
should be discussed by those the donors financing Fride and its
Board. To ensuce Pride’s sustainability, the policy guidelines will
have to ensure at a minimum that the bulk of the staff will have
to be Kenyan, the consultants hired are mainly Kenyan and further
that there should not be any transfer of management fees or even
overhead, particularly on locally raised development funds, for
this is one of the main issues in perpetuating dependency of local
NGO.

f. Finally, it is not good staff practice that Iline dperators.
especially management personnel, be consultants. This should be
terminated immediately. The reason is simply socio-political and
legal accountability.

g. Pride will be pushed to manage a credit system of three branches

by the end of this year if the issues of target populations and
instituting of business advisory services are taken seriously.
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ANNEXES

Terms of Reference

Membership Distribution Sex.

Membership Distribution by Type of Business

Types of Business, Stock Levels, Daily Sale and Loans
received by MECs RO3, RO7 and R23

Banking and Purpose of Joining PRIDE

MECs 4, 11 and 8 at Maji Mazuri - Settlement Period,

Land ownership, Employment etc.

MECs 4, 11 and 8 Purpose of Loans taken.

Ente('prise Group Membership Application (Form 2A)

Market Enterprise Committee PRIDE Membership Application
Form 1A

Individual Loan Application and Approval (Form 12/90)
Mariat Enterprise Committee, Group Loan guarantee (Form 7A)
MEC Loan Insurance Fund and Loan (Form 12/90)

Individual Loan Insurance and Loan Ledger (Form 12/90)
Loan Application and Disbursement Schedule (Form 9A)
lnd.ividual Members LIF and Loan Repayment Status Ledger (Form 8A)
Defaulters List (Form 10A)

MEC where Chairpersons were Interviewed and Population

by Location.

Centres Visited. Number of Clients who have left the MECs.
Clients By Age and Sex, Loan Disbursements, Repayments.

Type of Business by Gender, MECs and Self Help Groups.

PRIDE Organisation Chart.
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22.

23.

24.

25.

26.

PRIDE Founder Membens

The CID/PRIDE Management Contract
Articles and Memorandum of Association
Client Baseline Data Form

Map of Eldama Ravine Division.
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Annexe 1 = TERMS OF . REFERENCE

Background

Promotion of Rural In;tiatives and Development Enterprises
Ltd (PRIDE) is a development agency registered in Kenya

by the Council International Development / Kenya (CID/K),
a U.S. NGO. The PRIDE credit programme was initiated

in Baringo District in July 1989. It is based on the
principles of the well known Grameen Bank of Bangladesh.

On 25th January 1989, CID/K received a grant of Ksh.3.8
million and a loan of Kshs 1 million from REP to implement
the PRIDE credit programme and a honey marketing project

in Baringo. In August 1990 a further loan of Kshs.5 million
was extended to CID/K for expansion of their credit

programme.

The project proposal as-agreed between REP and CID/K
included the following goals.

1. bProvide small loans to 800 small scale entrepreneurs
during the first two years of the project.

2. Increase employment, productivity and incomes of
small scale entrepreneurs (existing and new).

3. Establish a replicable and self sustaining credit
scheme in Baringo

4. Provide credit reference facility for eventually
graduating clients to the formal banking sector.

5. Increase and improve market channels for small scale
honey producers in Baringo

6. Provide access to management, production, promotion
and marketing services and facilities.

7. Introduce and promote more productive technologies for
small scale enterprises in the region.
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a)

b)

Asses the performance for the revolving loan scheme

by determining:-

How many loans have been made compared to projected

numbers as per proposal.

Loan recovery rate indicating any arrears with

reasons for such status.

Assess/evaiuate the efficiency of the revolving

loan scheme by:-

a) Calculating the following loan efficiency ratios
based on direct, indirect and total costs as

percentage of loans disbursed,

-- Cost per loan
-- Cost per shilling
—- Cost per job created

b) Making analysis aimed at demonstrating chances
of achieving sustainability given the historical

trend of loan volumes and administrative costs.

c) Assess current project cost levels and determine
costs for establishing new units and appropriate

operation costs level.

d) Evaluating current credit systems/procedures
relating to loan repayments both at the field
offices and central administration office.

e) Evaluate REP/CID/K loan and grants disbursment
and reporting procedures highlighting strengths

and limitations in systems.
f) Determine how loan reflows are being utilised

towards loan re-capitalization for further

loans.

Ly
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Appraise PRIDE's Loan Insurance Fund (LIF) and

assess its effectiveness and operations by:

a) Determining amounts in LIF and compare with

projected numbers as per proposal.
b) Determining income earned by PRIDE from LIF

Assess the growth potential of PRIDE and recommend
optimal growth rate.

Assess CID/K PRIDE institution building in terms
of quantity and quality of:-

a) Human resources, local and expatriate
b) Management systems and procedures
c) Financial resources

Evaluate CID/K/ PRIDE relationship by:-

a) Assessing the existing management contract and
its suitability for a Kenyan NGO



- am S A an e AN M e

-

g ey ey ey B e ey

Annexe 2 -

MEC

FROM PRIDFE DATA BASFE

Enterprise Group Sex Total
Number Male Female
01 8 12 20
02 12 8 20
03 13 7 20
04 8 12 20
05 L4 6 20
06 9 6 20
07 10 11 20
08 13 7 20
10 8 12 20

200
Type of Business Male Female
2 - 1
3 3 10
4 4 2
5 8 6
6 L4 5l
7 2 9
8 6 1
9 5 4
10 27 2
13 3 3
14 7 2

109 91
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Annexe 3 - Survey

MEGS  RO3, RO7, R23

results on MECs RO3, RO7 and R23

= FLDAMA RAVINFE TOWN

Rl

Type of Business Stock Daily Loan Received
Sale
Butchery 3 goats 1 - 2 goats 10,000/=
Bar 18,000/= 3,000/= 10,000/=
Retalil Shop 20,000/= 600/= 5,000/=
Retail Shop (kilosk) No stock 200/= 5,000/=
Timber Sale 20,000/= 3,000/= 5,000/=
Charcoal/Vegetable sale 5,000/= 300/= 5,000/=
Hotel 20,000/= 400/= 5,000/=
Tailoring 4,500/= 400/ = 5,000/=
Talloring 10,000/= 600/= 5,000/=
Service/Repair 4,500/= 200/ = 5,000/=
Livestock Sale 18,000/= . 500/= 15,000/=
Livestock Sale 20,000/= 600/= 15,000/=
Vegetable Sale 1,500/= 400/= 5,000/=
Kiosk 10,000/= 600/= 5,000/=
Hotel 15,000/= - 10,000/=
Vegetable Sale 300/= 30/= 5,000/=
Chicken Sale 3,800/= 600/= 5,000/=
lL.ivestock Sale 15,000/= 1 cow 10,000/=
Tailoring 1,500/= 250/= 5,000/=
Hawker 7,000/= 500/= 10,000/=
Retail 15,000/= 500/= 10,000/=
Shopkeeper/Retail 10,000/= 600/= 5,000/=
Retail 5,000/= 400/= 10,000/=
Retail shop 25,000/= 500/= 10,000/=
Retail 30,000/= 200/= 10,000/=
Workshop 3,000/= 100 - 500/= 5,000/=
Tailoring 25,000/= 500/= 10,000/=
Retail 25,000/= 1,000/= 15,000/=
Tailoring 20,000/= 150/= 10,000/=
Retail No stock 200/= 5,000/=
Tailoring 8,000/= 100 - 500/= 5,000/=
Livestock Trade 7 cows 3 cows per 5,000/=
week
Retail 27,000/= 1,000/= 10,000/=
Retail - - 5,000/=
Retail over 20,000/= 500/= 15,000/=
Retail Shop (clothes) 20,000/= 500/= 15,000/=
l.ivestock trade 30,000/= 1,000/= 10,000/=
Livestock trade 6,000/= 1,000/= 10,000/=
l.ivestock trade 24,000/= 200/= 5,000/=



Annexe 5 - Banking and Purpose of Joining PRIDE

n2

B 39 FROM MECs . Rl11 and ROB - ELDAMA RAVINE TOWN
II1 Number

People with bank accounts 13

People without bank accounts 26

People who opened bank accounts before joining 3

PRIDE

People who opened bank accounts after joining 10

PRIDE

1v

Purpose of joining PRIDE

The following were cited
PRIDE

To improve business
Urged by friends

To get loan

by respondents as reasons for joining

Number
5

33
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Annexe 7 - Purpose of Loans

MAJI MAZURI

Purpose of loan: reasons cited by members

Number of people

To improved business 34
To buy stock 8
To educate children 3
To buy land 1

27 have not yet obtained loans.
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Annexe 8

]PRHDE Branch

Promotion of Rural Initiatives
and Development Enterprises

PO Box 34980, Nairobi Tel: 47505/47527

Date

ENTERPRISE GROUP
MEMBERSHIP APPLICATION

This form is to be filled out by five people who are not all directly related, and \.vho are in similar trades or

business.
EG Number EG Address
Location Village Market Centre

Members of Enterprise Group )
Name (last and first) Occupation Age | M/F| LD.

1
2
3 CLI T T 111
2

1
5 HEN

Enterprise Group business activities :
Elected leaders of Enterprise Group

Chairman — Date Elected Secretary

We, the undersigned members of our Enterprise Group, apply for membership in PRIDE. We understand that to
become members, each of us shall pay Kshs. 100.00 (One Hundred Only) which will enable us to register. open
membership files, receive LIF and loan passbooks, and participate in PRIDE enterprise activities. We also

understand that at all times, when working with PRIDE, we stand as guarantors 10 each other.

1 3 5
2 4
FOR MEC USE ONLY: :
Membership Approved Fees Received
RIDE — EG——
FORM 2A Copy to P MEC G



Annexe §
PMDE PRIDE BARINGO
Promotion of Rural Initiatives gig;:ix;novﬁine

and Development Enterprises
PO Box 34980, Nairobi Tel: 47505/47521

MARKET ENTERPRISE COMMITTEE

PRIDE MEMBERSHIP APPLI CATION FORM
PART 1: FOR MEC APPLICATION

1. MEC Name and address
2. DATE of Registration with Ministry of Culture and Social Services
3. Ministry of Culture and Social Services registration number

4. MEC Executive Committee Members

1 EGDj Chairman

6. EG [_—_‘]j Chairman

Secretary Secretary
2. EG[:]:] Chairman — 7. EG [j—_—l Chairman
Secretary —— Secretary
3. EGD:] Chairman — 8. EG D:] Chairman
Secretary

Secretary
4. EGD:] Chalfian . EG ED Chairman
Secretary Secretary
5. EGL——I—_—] Chairman 10. EG E:D Chairman
Secretary Secretary

T MEC Management Committee Members
a. Chairman

b. Secretary

c. Treasurer

d. Credit assistant
6

Date elected __

PART II: FOR OFFICAL USE ONLY: Before acceptance, confirm membership of 50 peopld
10EGs D Elcction of Officials D Read & understand PRIDE rules, regulations & procedurcs[:]

MEC Registration Paid [:I Receipt No.
MEC Registration Approved/Not Approved — oo - - —m - == === MEC Number
(circle one) (Signature) Djj

Copy to: PRIDE  —====="
FORM 1A MEC  -------



LOAN INFORMATION

How many loans have you received from PRIDE

Increase
. How did your last loan help your business: Since Last
- Loan
l a) Increased your monthly sales YES NO
' b) Increased your number of employees YES NO
©) Increased your stock YES NO
i ,
.3. Have you changed your business YES| NO
If yes, from to

Wi
LS

5. How many employees do you now have
. full time part time
6. Current stock in trade Kshs.
. Amount owed to business Kshs.
l Amount owed to self Kshs.
Amount owed to other people Kshs.
1
7 Description of own contribution
. Your contribution in kind -
. Your contribution in cash
8. Comments
3
1
|
' Page 2
- . LOAN APP. & APPROVAL FORM (12/90)
|
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Annexe 10

Prooon o Rrd ifaves nd Devipent Ererises L _
. PO Box 34980, Nairobi Tel: 47505/47527

Branch

Date

MEC No.

EG No.

ID No.

E’DIVIDUAL LOAN APPLICATION AND APPROVAL FORM

~ne (Last and First )

Address

Place of business

™'rade Licence No.

Loan Amount Requested— Kshs.

P Purpose of Loan Type of Business 11 T "
Working Capital |1 Wholesale 6 Retail 12 P;?lr;spo
’ Fixed Capital 2 Manufacturing 7 Hawking 13 Ch ny 1
Olher 3 Agro_processing 8 SEWiCE/Rep(Iir QIcog
. f Tailorin 14 Dealer
lec1fy 4 Artisan production 90 Lim ori E 15 Pea——"
i vestoc
tDclalls on Reverse I 3 Bistel e Cateing 16
1 the loan applicant be able to repay on weekly basis? Yes No
Loan Guarantors - EG Members Signature

(EG Chairman)

'- (EG Treasurer)

3

r

{ the applicant fully understood all PRIDE loan and repayment rules and requlations?

o] [

Yes

rs EG fully understand the purpose of the loan and guarantee applicants loan request?

AN REQUEST APPROVED
e e ] o

MEC Rep.

PRIDE Rep.

Ksh.

Loan Amount

LOAN RECEIPT: I,

id agree to pay Kshs.

Date

iﬁnature
:C REP:

PRIDE REP:

acknowledge receipt of PRIDE loan in amount Ksh.
weekly payment of Principal and Service charges.

f\N APPLICATION (12/90)

r
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Annexe 11

PRIDE

Promotion of Rural Initiatives
and Development Enterprises

Branch

P.O. Box 34980, Nairobi Tel:47505/47527

MARKET ENTERPRISE COMMITTEE

GROUP LOAN GUARANTEE

We hereby acknowledge and agree that all members of our MEC Number

registered with the Ministry of Culture and Social Services on day

month, ) year, by virture of the authority vested in us
guarantee to repay the PRIDE loan of Kshs issued to us and our Enterprise
Groups on day, month, year. Should any

Enterprise Group Member default in their repayment, this guarantee serves as an author-
ization to PRIDE to recover any outstanding amout of loan, (service charges) or fines in

arrears, from our Market Enterprise Committee Loan Insurance Fund Account No.

MEC Name

Chairman Signature

Secretary Signature

Treasurer Signature

Witness Signature
(MEC Member)

Witness Signature
(Local Authority)

Form 7A



Ksh. cash received

Signed

MEMBERS NAME LIF LIF LOAN To. of LOAN JATTENDARCE
' s JLast Name First Inftial_|AMOUNT, PAID | FINES JAMOUNT PAID |INSTLMNTS | FINES JFINES |/ X
] 1
' 2
= 3
| :
N 5
MEMBERS NAME LIF LIF LOAN No. of LOAN [JATTENDANCE
' ENTERPRISE |Last Name First Inftial | AMOUNT. PAID | FINES |AMOUNT PAID [INSTLMNTS | FINES JFINES |/ X
1
1A :
3
L] -
- 5
' TERP MEMBERS NAME LIF LIF LOAN No.of LOAN JATTENDANCE
: EGLE&E',SE Last Name First Initial | AMQUNT. PAID | FINES AMOUNT PAID |INSTLMNTS | FINES JFINES |¢ X
1
I 2
3
| 4
5
l- B MEMBERS NAME LIF LIF LOAN No. of LOAN JATTENQANCE
caoup s JLast Name First Initial |AMOUNT. PAID | FINES JAMOUNT PAID [INSTLMNTS | FINES FINES |V X
1
T 2
3
T s
5
r — MEMBERS NAME LIF LIF LOAN No. of LOAN [ATTENDANCE
oups. |Last Name First Initial |AMOUNT. PAID | FINES |AMOUNT PAID [INSTLMNTS | FINES JFINES v X
r 1
2
T :
4
sl =
SUB TOTAL
r TOTAL RECEIVED
r MEC Official/Title Signed
r All above entries have been verified by a PRIDE representative
Name Date




Promotion of Rurd Fifiafes and Devekpment Enterpises L

P.O. Box 34980, Nairobi Tel: 47505/27

MEC LOAN INSURANCE FUND & LOAN FORM

Annexe 12

Branch

Report Week Ending

l MEC Name MEC Number
MEMBERS NAME LIF LF | LOAN No. of TOAN JATTENDANCE
ENTERPRISE |Last Name First Initial_|AMOUNT, PAID | FINES JAMOUNT PAID |INSTLMNTS | FINES [FINES |4/ X
| 1
' 2
‘ 3
4
' 5
' Pl MEMBEHSNAM.EL B LIF LIF LOAN Ro. of TOAN _ JATTENDANCE
croup g |Last Name First Initial JAMOUNT. PAID | FINES JAMOUNT PAID |INSTLMNTS | FINES _JFINES v/ X
H 1
2
| 3
4
§ 5
R MEMBERS NAME LIF LIF LOAN No. of TOAN _ JATTENDANCE
' NTERPRISE || 2t Name First Initial |AMOUNT. PAID | FINES |AMOUNT PAID [INSTLMNTS | FiNES |FINES |/ X
1
l 2
3
4
i 5
R MEMBERS NAME (3 UF LOAN Ro. of TOAN JATTENDANCE
' croup s JLast Name First Initial | AMOUNT. PAID | FINES JAMOUNT PAID INSTLMNTS| FINES JFINES |V X
1
‘ 2
3
l 4
5
' A MEMBERS NAME LIF LIF LOAN No. of LOAN [ATTENDANCE
croup s |Last Name First Initial_|AMOUNT, PAID | FINES JAMOUNT PAID INSTLMNTS | FINES |FINES |v' X
1
i 2
3
| 4
5
' LIF & LOAN FORM (12/90) TURN PAGE
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LOAN ACCOUNT

DATE] LIF ACCOUNT SIGNATURES
# Weekly Cumulative | P+l Weekly | No.of | Cumulative Chairman/Treasurer
Contribution| Contribution | Repayment | Instlmnts| Repayment with Official Stamp
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Annexe 13

JE

Pramotion of Aural infiaves and Develprert Enterpises L
P.O. Box 34980, Nairobi Tel: 47505/27

INDIVIDUAL LOAN INSURANCE FUND & LOAN LEDGER

Branch

.00 [0 OOoon oI

MEC No. EG ID No. LOAN

Loan Amount Taken Ksh. EED:D Date

DAT LIF ACCOUNT LOAN ACCOUNT | SIGNATURES

Weekly Cumulative | P+I Weekly [Cumulatuve | Chairman/Treasurer
Contribution | Contribution | Repayment Repayment | with Official Stamp
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Annexe 14

i

CUPEPE P —

PO Box 34980, Nairobi Tel: 47505/47527

Loan Application and Disbursement Schedule

Name Loan No. Loan Request |Loan Given | Cheque No. | ID. No. Signature Date

|
_ _ |

B R I o e e




PRIDE

of Rural Initiatives
and Development Enterprises

PO Box 34980, Nairobi Tel: 47505/47527

Annexe 15

Branch

Individual Members' LIF & Loan Repayment Status Ledger

Membership fee paid Date ACCT.
No.
MEC EG ID. No. Loan
Name Address Date of Loan
Cash Weekly | Cumulative | Loan Cumulative .
Date | received | LIF LIF Amount Principal Principal Balance | Interest | Cumulative
Voucher | Contri- | Fund (Principal) repaid repayment Ksh paid interest paid Fines | Remarks
bution | Ksh Ksh Ksh Ksh Ksh Ksh
_ , ™S SO A S R ) | | , L L L ,
R g P AP MRS MR S R MRS M W e e bew e e bee e B




PIRIDIE Annexe 16

Promouon of Rural Initiauves

Branch
and Development Enterpnises
PO Box 34980, Nairobi Tel: 47505/47527
Defaulters List
Name Loan No. | Amount | Amount | Amount paid| Principal Interest No. of Action
saved borrowed | to date amount outstanding | weeks recommended
outstanding in arrears
Prepared by Checked by, Approved by

g e ey by e e e e e b b e b ! oo o B! e



Annexe 17

TNBLE W3 MET: Whar—- £3 Chairperseons Were Interviewved b, lLacatijian
1. Maii Mazuri Location

Heo 137
v Favine Location

Mec 11, 4, 1,

B Veaibatel: Location
Mee 24, 16
4. Lembus kabimoi Location

Mee 1%
5. Lembus Mosop Location

Mec 5, 1%

[l

Lembus Central

fln Mecs interviewed,

TABLE Z: FPopulation by Location

) 1989 19380
L. Lembus HMosop 22000 20000
0 Maji Maczuri 15000 8000
B Lembus Central 12000 10000
a. Foibateh 10000 7000
SN Ravine 10000 10000
Bis Lembus kabimoi 5000 5000
Total 74000 60000

NE. 1989 CBS estimates
1990 Frovincial Administration Estimates



Annexe 18

TABLE 2: Centres Visited

Centre
8/1/91 Tuesday Maji Mazuri
Wed Ravine
9/1/31 Wed Solian
10/1/91Thurs Esageri
Thurs Kiplombe
Thurs Arama
Thurs Sigoro
Thurs Kamasaba
Thurs Sinonin
Thurs Kapcholoi
11/1/91Friday Tiripkatoi
Torongo

Lccation

Maji Mazuri

Ravine

Koibatek

Lembus

Kabimoi

Koibatek

Lembus
Lembus
Lembus
Lembus
Lembus
Lembus
Lembus

TABLE 4: Number of Clients Who Have Left

MEC CLIENTS

(RN R S N
Q

-
IS
e e s b e e (] e U [ e () e ey D

Total 46
Source: Pride

Central
Central
Central
Central
Central
Mosop

Mosop

their MECs
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TABLE 5: Clients

Age

Less than 20
2130

31=40

41-50

Dver 50
Total

Average Age
Youngest Client
Oldecst Client

Source: Pride

Annexe 19

by Age and

All “lients
MHo. %

38 3

431 35

401 3%

216 18

114 10

1200 100

TABLE 6: Loan Repayments as

Loan
Loan
Loan

LU SV

Source: Pride

No.

1073

323
257

Loans Disbursed

Sev
Hale Female
Heo. % Ho. %
29 a 132 4
254 36 177 36
243 34 158 32
116 16 100 20
5 11 38 B8
709 100 491 100
AELD 35D
18 18
77 76

at January 6, 1991

Value Loans

5.322,500
3,225,000
405, 000

TABLE 7: Completed Loan Repayment

No. of Loans
Paid 0Off
Loan 1 341
Loan 2 27
Loan 3 0
Total 368

Source: Pride

TABLE 8: Current Loans

No. Current
Loans
Loan 1 732
Loan 2 296
Loan 3 27
1055
Source: Pride

#Loans Paid Off
Early (Less Tha
12 Months)

345

and Prepayment

No.Client
Frepaying
Current Loans

Averag=
n Term

S.74 Months
6.06 Months

%Clients
Frepaying
Current Loans

17
8

4
14%

Disbursed




Annexe 20

TABLE ©: Types of Businesszes

Business Typs
Wholesale
Agro-processing
Manufacturing
Artisan Product
Hotel & Caterin
Retail

Hawking
Service/Repair
Tailoring
Livestock
Transport
Beekeeping
Foultry

Nther

Total

Source: Fride

o

~

I LI = (wo= (NN ()
O rwee p

t
m
o

(]

D w
D~

709

MNo.Female
0
(Al
11
3
27
251
97
1
27
25
0
0
28
20
491

Self Help Groups

TABLE 10: MECS and

MEC 1 Ravine - Simba
MEC 2 Ravine - Matumaini
MEG 3 M/Mazuri - Umoia
MEC 4 Ravine - Mapato
MEC S Torongo - Testai
MEC 6 Ravine- Muungano
MEC: 7 M/Maz - Mwangaza
MEC & Esageri - Soi

MEC 9 Ravine- Ngusero
MEC 10 Torongo- Tugomoi

MEC 11 Mbele S.H.G

MEC 1[2 Ravine
MEC 13 M/Mazu
MEC 14 Bantap

= Heshima
ri = Bidii
tei S. H. G

MEC 15 Tung-Tung S.H.G

MEC
MEC
MEC
MEC
MEC
MEC
MEC
MEC
MEC

Sirgoek Lobolos
Tuendelee S.H.G
Imani S.H.G.
Kapno Maluk

" Esageri Mendina

Wendani S.H.G.
Ngilgei S.H.G.
Hakika S.H
Solian S.H.

aQ
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Fersons Interviewed:

7-1-91 ’

[ J.F. Campaign= -MD CIDF, FPride

2. <, Maina -pC Baringo

3. F Toddar -MD F.REP

a. A. Dondo -3R0O KREF

3-1-91

= [. Maalim -p.0 E.Ravine Div.

5. E. Mwangi -Chairman EG 6 MEC 11
= J.M1. Kamau -Chairman EG S5 MEC 11
3. 5. Bundotich -Chairman EG 10 MEC 11
a, l Tuilong -Chairman EG 1 MEC 11
10. ;. BEarsagau _Chairman EG 4 MEC 11
1 John Bundotich -Chairman EG 7 MEC 11
12, F. Jaaffer -Chairman EG 8 MEC 11
13. . Chesire -Chairman EG 9 MEC 11
14. J. hKagunda _Cchairman EG 3 _MEC 11
2 W, Limo -Chairman EG 2 MEC 11
15, Z.N.Khaemba -Chairman EG 7 MEC 1:3
s 19 J.G.Kinyua -chairman EG 10 MEC 13
BYs M. Mjug: -Sec. EG 4 MEC 13
o28s E.¥. Mwangi -Chairman EG 2 HMEC 13
23, M.UW.Kaitho -Chairman EG 5 MEC 13
Al U M.Wanjiku -Chairman EG 6 MEC 13
25, S.W.Maina -Chairman EG 4 MEC 13
28 FulCaWE TR -Chairman EG 9 MEC 13
27 G.Boro -Chairman EG 3 MEC 13
28. F.M.Kamanu _Chairman EG B MEC 13
=¥, 15. Muirwri -Chairman EG 3 MEC 7
30. E.W. Kariuki -Chairman EG 7 MEC 7
31. J. Karanja -Chairman EG 2 MEC 7
E PO G. Wairimu -Chairman EG 6 MEC 7
32, J. Maina -Chairman EG 8 MEC 7
34a. P.M. Kaibuthia -Chairman EG 1 MEC 7
35. L.W. Mwangwu -Chairman EG 7 MEC 7
36. J.Kandagor -Chairman EG 5 MEC 7
< Jr D.K. Kinyua -Chairman EG 4 MEC 7
3B L.Etemesi _Chairman EG 9 MEC 7

Baringo Pride Branch Manager
Former Fride Project Nfficer
Currently Pride Operations Manager
Baringo Pride Credit Officer
Baringo Fride Asst. Credit Officer.

39. Charles Mugambi-
40, Ben Noballa

ai. Bosco Nle Sambu
BT Noah Cheruiyot

a/1i/91

a3. 1. Haalim po. E Ravine Division.
44, J. K. Koituk Chairman EG 4 MEC 4
4c. J. Samoeld Chairman EG 7 MEC 4
46, S. Kandie Chairman EG 1- MEC 4
47, R. Hipsicen chairman EG 3 MEC 4
4B, H. Juma Chairman EG 8 MEC ¢4
49, V.. Kagiri Chairman EG © MEC 4
S0. H. Hamisi Chairman EG 5 MEC 4
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TABLE 11
PRIDE Organizational Chart

Coundil for
International
= BOARD OF DIRECTORS — —| Development

S year
- T management

- contract

Managing Director

Operations/ Training/R & D Finance/Admin

T Programme Business Services Manager

l Manager Manager

Regional

Managers Trainers Accountants

Branch
Managers

l

Credit
Officers

Data Processors

Support Staff

Credit
Assistants
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TRABLE 12

Annexe 22

Pride Founder tembers

NAMES, POSTAL ADURESSES AND
DESCRIPTION OF SUBSCRIBERS

SIGNATURES OF
SUBSCRIBERS

|I. JTONATHAN  fooTe
po- Box 3498g0
NA1Ro@&! .

(Pirect1el . COUNCIL €OR INTERMATION AL

develLormenT)

CAmMPAIGNE

3 Mowwmmed> WARARIL Bbvol keage

P.o: RQex

1992,

_KAKAMmEGA .
(MauaGemenT conguLTanT) .

3. mas.
P Pox 60192E
NAIR0S) .

(cwvie servAaNT)

TCRAY  KANTAI

MmAamGBoLes

4 MRS cecilidn AGwes
P.o. Bom 34980,
NAIRE B .

(nawuu51&ATw0

5 JoHwN

KiPNGeND
P.o+« Rox I10AaRg
NAKURY -

SccRe TARN) .

LaNgeT

chn.. QQ&TENTB .

§ MR ANDREwWw KIPToopP
Por @Rox 486%I,
NAIRDBI .

(covsorTing  eNgineeR)

7. Jrwmes

f.o. Box 39903

CHemoNGes

/.
LA RSB -
(sinvanciaL m CcovbLTANT) .
DATED this Sewvertveutni— day of Nouveamber 198§

WITNESS to the above Signatures:-

Fe=un) .

G. U Githe Adrscate
PO, Bas dag
Naveahs

;-
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Throughout the management period the Couicil will manage

administer and develop the business of PRIDE efficiently
and conduct the same to the best interest of PRIDE but the
foregoing notwithstanding the Council shall not without
the express consent of iIDE'S board of directors bo}rON
money on account of PRIDE or dispose of any of PRIDE'S
fixed assets except in the normal course of replacement of

assets other than land and buildings.

Without derogation from the obligations imposed on the
Council by this Agreement or implied by law or commercial
custom on managers of business such as is carried out by
PRIDE it shall be the duty of the Council:

(a) To second management and other staff to PRIDE during
the management period on terms and conditfons deter-
mined by the Council it being understood that' the
salaries and emoluments of such seconded staff shall

be met by PRIDE;

(b) To appoint during the duration -of the management
period the majority directors to the Board of Pride;

(c) On behalf of PRIDE to engage all staff and labour
required for the carrying on of PRIDE'S business and
to train and control them the Council having the

power to dismiss any employee;

(d) To submit to PRIDE at such intervals in such reports
returns and financial statements as are customarily
required of managing agents for the purpose of
keeping their principals acquainted with the state

and progress of the business;

(e) To ensure that all if any obligations imposed on
PRIDE by the Companies Act of Kenya are carried out
and that all the provisions in PRIDE'S Memorandum

and Articles of Association are complied with;
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T2 L. 13: CIDK and Pride Imnagement Agreement

THIS AGREEMENT is made the day of One
thousand nine hundred and eighty-nine BETWEEN THE COUNCIL FOR
INTERNATIONAL DEVELOPMENT a non-profit organization based in the
United States of America whose address is 1000 Potomac Street,
N.W., Washington, D. C. 20007 (hereinafter called "the Council")
which expression shall where the context so admits include its
successors and assigns 6f the one part and PROMOTION FOR RURAL
INITIATIVES AND DEVELOPEMENT ENTERPRISE LIMITED a company limited
by quarantee and not having a share capital incorporated in the
Republic of Kenya and of Post Office Box Number 34980 Nairobi in
the said Republic (hereinafter called "PRIDE" which expression
shall where the context so admits include its successors and

assigns) of the other part: ;
WHEREAS :
(a) The Council is incorporated with the purpose of extending

development assistance to other countries.

(b) For better execution of its objectives in Kenya the
Council has sponsored the incorporation in Kenya of PRIDE
to undertake development work in various parts of Kenya.

(c) The Council and PRIDE have agreed to enter into this
agreement to regulate terms and conditions upon which
PRIDE will employ and the Council will provide management
services to PRIDE for all PRIDE'S undertaking during the
management period (hereinafter defined).

NOW THIS AGREEMENT WITNESSES as follows:-

5 This agreement shall come into force on the First day of
October 1989 and (subject to the provisions for earlier
determination hereinafter contained) shall continue for a
period of Five (5) years (hereinafter called “the manage-
ment period”) and thereafter may be terminated by not
Jess than three months' notice in writing by one of the
parties hereto on the other subject to clause 6 hereunder.

1w



The Council shall not assign or delegate any of its obli-
gations under this Agreement except with the express pre-
vious written consent of PRIDE'S board of directors.

PRIDE will pay to the Council a management fee the amount
of which will be determined by PRIDE'S Board of

Directors.

The Council shall not be liable for any loss that may

happen through the act default or neglect of any agents
sub-agent banker broker or representative or which may
arise otherwise that through wilful neglect or default
on the part of the Council or any officer or servant of

the council.

Notwithstanding the provisions of clause (1) and without
prejudice to any rights of the parties hereto this
Agreement shall forthwith cease and determlne if either of
the parties hereto is wound up either compulsorily or
voluntarily (except in the case of voluntary liquidation
for the purpose of reconstruction or amalgamation).

This Agreement shall be governed by and construed in

accordance with the Laws of Kenya.

IN WITNESS whereof this Agreement has been executed the day and

year first hereinbefore written.

SIGNED by

for and on behalf of THE
COUNCIL FOR INTERNATIONAL

DEVELOPEMENT in the presence
of :

— e S e et e e e e 2 2

o .
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SIGNED by

for and on behalf of
PROMOTION FOR RURAL [MITIATIVES

AND DEVELOPMENT ENTERPRISES
LIMITED in the presence of:

DRAWN BY:

G. W. GITHU & CO.
ADVOCATES

P. 0. BOX 43874
NAIROB I

e e e e e e T et et e e e e e e — S S S
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TABLE: 14
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THE COMPANIES ACT
(Chapter 486 of the Laws of henya)

A COMPANY LIMITED BY GUARANTEE AND NOT
HAVING A SHARE CAPITAL

Memorandum

AND )

/

Articles of Association

OF
PROMOTION OF RURAL INITIATIVES AND DEVELOPMENT

ENTERPRISES 1LIMLTLD

Incorporated this ... SINH 0 day of ... JULY 1989

G. W. aiTnu & Co.,
ADVOCATLES,

NATTONVAL BANK BUILDING,
1411 FLOOR,

HARNIBEE AVINUL,

P. 0. BUX 33874,
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CERTIFICATE OF INCORPORATION

[ hereby Certify, u—

+ Nu ¢. ho5s52

.
'

ENTERPRISES

.. PROHOTION OF RURAL INITIATIVES AND DEVELOPHENT

L g ST —

Is this day Incorporated under the Compantes Act (Cap. 486) and that the
Comipanv 1s LIMITED.

Given under my hand 4t Nairobh this . SIXTH_ RPN | |

of ___ JuLY (One Thousand Nine Hundred and . EIGHTY NINE——.

GVK 690—10m—u/84 (P9)



(Chaptér 480, Laws of Kenya)

COMPANY LIMITED BY GUARANTEE AND NOT
HAVING A SHARE CAPITAL

MEMORANDUM OF ASSOCIATION
OrF
. PROMOTION OF RURAL INITIATIVES AND DEVELOPMENT

ENTERPRISES LIMITED

The name of the Company is "PROMOTION OF RURAL INITIATIVES

1.
AND DEVELOPMENT ENTERPRISES LIMITED",

The Registered Office of the Company will be situated

2.
in the Republic of Kenya.

¥

(a)

(b)

(c)

The objects for which the Company is established are:-

To initiate, arrange for, promote, establish, operate,
secure and participate in the investigation, formulation
and carrying out of projects for the development of
industry, small scale industry and businesses in the rural
areas and to buy, sell, import, export, manufacture and

to deal in industrial equipment, machineries and spares
and to acquire, purchase all of the stock-in trade, plant,
machinery, tools, implements, goodwill and lease of any

of the>premises of the business of industries.

To carry out research in development in rural areas and to
provide counselling and technical services and assistance in
all types of businesses and industries and to develop local
capability in project identification, design, management,
monitoring and evaluation and to initiate and promote small’
industries forming an integral part of the rural economy;
representing traditional skills and crafts; and those

using modern tools and techniques of production and closely

linked to the corresponding large-scale industry.

To establish, operate, run, invest and promote studies in

environmental management and development as an integral

part of enterprise development, »




(e)

(£)

(g)
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(h)
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(d)

to vender advice to businessmen on problems relating to
administration and ogganisation of industry and business
and the training of personnel for industry and business
and to advise upon the means and methods for starting
extending developing and improving all types of businesses
or industries and all system or processes relating to the
production, storage, distribution, marketing and sale of
goods and relating to the rendering of services and to
providc technical assistance to promote the economic
development of any area.

To engage in research into all problems relating to personnel
and industrial and business management and distribute infor_
mation and statistics relating to any type of business or
industry and to promote or propose such methods procedure
and measures as may be considered desirable or beneficial
and to act as agents or managers in carrying on any business
concerns and undertakings and to employ experts to investi-
gate and examine into the condition, management, prospects,
value and cirmustances of any business concerns and under -
takings and generally of any assets, property or rights of
any kind. 4

To engage and hire professional men and other staff and
workers and to enter into agreements with such staff and
workers with a view to making their services available to
any person firm or company.

To establish, maintain and carry on ohe or more schools or
colleges at which tuition in any subject or subjects which
promote the objects of the Association may bLe obtained and
to arrange and provide for or join in arranging and provi-
ding for the holdings of exhibitions, meetings, lectures
and classes calculated, directly or indirectly to further
the principal objects of the Association.

To provide to donors and receivers of assistance upon request,
an accounting of all costs and expenditure which may be in-
volved in any work done by the Company the books of which
will be made available at any reasonable time for inspection
by such donors and recipients and to receive and maintain a
fund or funds of immoveable or moveable, real or personal
property, or personal properties, or both and, subject to
the restrictions and limitations hereinafter set forth, be
use and apply the whole or any part of the income therefrom
exclusively for charitable, religious, scientific, literary
or educational purposes either directly or by contributions
to organisations which qualify as tax-exempt organisations.

To purchase, take on lease or by any other means acquire
any movable or immovable property in Kenya or elsewhere for
any estate or interest whatever, and any rights, privileges
or easements over or in respect of any property and any
buildings, machinery, engines, plant or things whatsoever
and to employ experts, advisors, co-ordinators, admini-
strators and others for the objects aforesaid and to provide,
endow, furnish and fit out all necessary equipments, furni-
ture, aids, statistics and other material and to acquire,
build, maintain, alter, enlarge, pull down, own, remove, or
replace any buildings, lecture and classrooms, laboratories,
pavillions, or offices; to clear sites for the samne, and



A o

(3)

(k)

(1)

to join with any person, firm or company in doing

any of the things aforesaid, and to work, ménage and
control the same or to join with others in so doing
and to enter into partnership or any ontractual
arfangement for union of interests, co-operation,
reciprocal concession or otherwise, with any person

or company carrying on or engaged in or about to carry
on or engage in any business or transaction"which this
Company is authorised to carry on or engage in, or any
business or transaction capable of being conducted so
as directly or indirectly to benefit this Company.

To enter into any arrangements with any international
bodies, governments or authorities supreme, municipal,
local or otherwise, that may seem conducive to the
Company's objects or any of them, and to obtain from
any such body, government or authority any contracts,
rights, privileges or concessions which the Company
may think is desirable to obtain, and to carry out,
exercise and comply with any such arrangements,

contracts, rights, privileges and concessions.

To acquire, carry on and undertake all or any part of
the business and services, property and liabilities of
any person or company carrying on business similar to
that which this Company is authorised to carry on, or
possessed of rights or property suitable for any of
the purposes of this Company, and to purchase, acquire,
sell and deal with the shares and securities of any

such person or company.

To take such steps by personal or written appeals,
public meetings or otherwise as may from time to
time be deemed expedient for the purpose of pro-

curing contributions to the funds of the Company
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(m)

(n)

(o)

(p)

in the shape of endowments, donations, annual
subscriptions, or otherwisc; and to promotc,
assist in the promotion of or otherwise parti-
cipate in such/ things as have for their object
the raising of money for the purposes of the

Company.

To apply to any international bodies, governments
or authorities, national bLodies, public organisa-
tions, corporations, companies or persons for and
to accept grants of money and of land, donations,
gifts, subscriptions and other assistance with a
view to promoting the objects of the Company and
in taking any gift or property, and to take the
same subject to any special trust which may be

prescribed by the donor thereof.

To promote or assist in the promotion of any company
or association having objects similar to the objects
of this Company, and also any company or association
the objects of which are calculated either directly
or indirectly to benecfit the Company in the attain-

ment of any of its objects.

To subscribe to -any local or other charities and to
provide development and financing for any public
purpose, to grant pensions, allowances, gratuities
and bonuses to, and to provide a superannuation or
any other fund or funds for the servants of the
Company and otherwise to assist any such servants,

their widows and dependants.

To invest the monies of the Company not immediatcly
required in any one or more of the modes of invest-
ment for the time being authorised by law for the
investment of trust monies, and in such manner as

may from time to time be determined.
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(r) To promote any company or companies for the purpose
of acquiring all or any of the property, rights and
liabilities of the Company provided that any such
company has in its Mcmorandum of Association a clause
substantially similar to Clause 4 of this Company's

Memorandum of Association:

(s) To borrow or raise any moncy that may be required by
the Company upon such terms and upon such security

as may be deemed advisable:

(t) To amalgamate with any other company or association
having objects altogether or in part similar to
those of the Company provided that any such» company
has in its Memorandum of Association a clause
substantially similar to Clause 4 of this Company's

Memorandum of Association:

(u) To draw, make, accept, endorse, discount, execute,
and issue cheques, promissory notes, bills of
exchange, warrants debentures and other negotiable

or transferable instruments:

(v) To sell, improve, manage, develop, exchange, lcasc,
mortgage, dispose of, turn to account or otherwise

deal with all or any part of the property and rights
of the Company:

(w) ‘To do all such other things as may be conducive or

incidental to the attainment of the above objects:

AND it is hereby expressly declared that the objects set
forth in any sub-clause of this Clause shall not, except
when the context expressly so requires, be in anywise
limited or restricted by reference to or inference
from the terms of any other sub-clause or by the name of
the Company. None of such sub-clauses or the objects
therein specified or the powers thereby conferred shall

be deemed subsidiary or auxilliary merely to the objects




| P P e S S St A G SRS JSSat i iy

i

mentioned in the first sub-clause of this Clause, but
the Company shall have full powcr to exércise all or
any of the powers conferred by any part of this Clause
notwithstanding that ihc business, undertaking,
property or acts proposed to be transacted, acquired,
dealt with or performed do not fall within the objects

of the first sub-clause of this Clause.

4. (a) The objects of the Company are charitable and

shall not be profit-oricnbated:

(b) The income and property of the Company whence=
" soever or howsoever derived shall be applied

solely towards the pr-notion of the objects
of the Company as set forth in this Memorandum
of Association and no portion thereof <€hall be
paid or transferred directly or indirectly, by
way of dividend, gift, division, bonus, or
otherwise howsoever by way of profit, to the

Members of the Company:

Provided that nothing herein shall prevent pay-
ment, in good faith, of reasonable and proper remunera-=
tion to any officer or servant of the Company or to any
Members of the Company, in return for any services
actually rendered to the Company, nor prevent the payment
of interest at a reasonable rate on money lent, or
reasonable and proper rent for premises demised or let
by any_Member of the Company, but so that no Director
of the Company shall be appointed to any salaried
office of the Company or any office of the Company paid
by fees and that no remuneration or other benefits in
money or money's worth shall be given by the Company
to any Director except repayment of out-of-pocket expenses
and interest at the rate aforesaid on money lent or

reasonable and proper rent for premises demised or let

. to the Company:




Provided further that nothing hereinbefore
contained shall prevent any payment to any company
of which a member of the Board of Directors may be
a director, member Qr shareholder, and such member
shall not be bound to account for any share of profits

he may recceive in rospcct of such payment.

5 I1f upon the winding up or dissolution of the
Company there remains after the satisfaction of all its
debts and liabilities any property whatsoever, the same
shall not be paid to or distributed among the Members
but shall be given or transferred to some other
institution or institutions having objects similar to
the objects of the Company of which shall prohibit the.
distribution of its or their income and property amongst
its or their members to an extent at least as great as
is imposed on the Company under or by virtue of Clause 4
hereof; such institution or institutions shall be deter-
mined by the Members of the Company at or before the
time of dissolution and, if and 56 far as effedt cannot
be given to the aforesaid provisions, then to some

charitable objects to be determined by the Mcmbers.

6. No addition, alteration or amendment shall be
made to or in the provisions or regulations contained
in the Memorandum or Articles of Association for the
time being in force unless the same shall have been
previously submitted to and approved by the Minister of
the Government of the Republic of Kenya for the time
being entrusted with control of the affairs of and

relating to limited companies.
T The liability of the Members is limited.

8. Every Member of the Company undertakes to contri-
bute to the assets of the Company, in the event of its
being-wound up while it/he or she is a Member or within
one year afterwards, for payment of the debts and

liabilities of the Company contracted before it ceases
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7. . JAMes

Association.

into a Company in pursuance of this Memorandum of

WE the scveral persons whose names, postal addresses and

occupations are subscribed are desirous of being formed

NAMES, POSTAL ADDRESSES AND
DESCRIPTION OF SUBSCRIBERS

SIGNATURES OF

SUBSCRIBERS

JouA THNN FroTe C AMPAIGNE

I
N 1ROB (
( b1Rec TOR, councin FOL (NTEENATIoU A L

LevelofPMeNT

2. rmoHAmMMed RARHIL dvo'L. KeRRe

p-o- 60'\ ‘qqg v
KAKAME &R
(MANAGEMENT couSur_‘-AUT)

3. 1s. TeRRY KANTA
p.o. Qox EOIDE.
N AReS |

(Cw\\._ SE"\V“NT) £

A. rvaRS ceeatan RGHNES MlmRol e o
po- Box 3ASERO.
NAIRDBI -
(APMINITTRRTWE Sec RETARY)

5.. JOHN KIPNGERO  LANGAT
po- Lox 102E
NAKLVARY .

(evi- ceRuBNTY .

K\PToonN
p.o- Box EEEI,
\Jb\lﬂos‘

) .
(coNSOLTING ENGIHL )

c_ HeMONGES

f-o- 8ok 3B3DO07F,

LA_RSR | .

(FlNﬁNc,\PrL. A Ceop TANTD .

fgo- box ay-9dgo. i

DATED this Sevewhee ™ day of

WITNESS to the above Signaturcs:-
S

G. 0. Githy Adsecate

2.0 Bas aials

19g¢g
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CERTIFICATE UNDER TIIE COMPANIES REGULATIONS

It is hereby certified that the above memorandun of

Association of " PROMOTION OF RURAL INITIATIVES AND
DEVELOPMENT ENTERPRISES LIMITED"
were produced by the process of XEROGRAPHY.

1D Ly

(P. T. SACHDEVA)

DIRECTOR.

STATUS COMMERCIAL SERVICES LIMITED,
KENCOM 1IOUSE, 1lst. FLOOR,

ROOM 157,

p. 0. BOX 566079,

NALROBL.

12th October 1988
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THE COMPANLES ACT
(Chapter 480, Laws of Kenya)

A COMPANY LIMITED BY GUARANTEE
AND NOT'HAVING A SHARE CAPITAL

ARTICLES OF ASSOCIATION

OF

pROMOTION®OF RURAL INITIATIVES AND DEVELOPMENT ENTERPRISES LIMITCD

1. The Regulations contained in Table "C" in the First
schedule to the Companies Act (Chapter 486) shall apply to
the Company in so far as the same are not varied by, or

reproduced in these Articles of Association.

INTERPRETATION

2. In these Articles unless there be in the context

anything inconsistent therewith:
"The Company" shall mecan the above-named Comp any.

"The Act" ~ shall mean the Companies Agt'(Chapter
486), and every other Act incorporated
therewith, or any Act or Acts substi-
tuted therefor; and in case of any
such substitution the references in
these presents to the provisions of
the Act shall be read and construed
as references to the provisions
substituted therefor in the new Act

or Acts.

"The Board" shall mean the Board of Directors of
the Company appointed pursuant to the

provisions of tlhicse presents.




"Director" shall mean a person appointed
to the Board of Directors
pursuant to the Provisions of

these presents.

"The Sccretary" mecans any person appointed to
perform the duti:s of the
Sccretary of the Company.

"Month" shall mean calendar month.

words and expressions defined in the Act shall, except as
hereinbefore provided, have the meanings thereby assigncd

to them.

Words importing the singular number shall include the plural,

and vice versa.

Words importing the masculine gender include the feminine.
Words” importing persons shall include bodies, corporate, and

associations as are hereinafter defined.
"~ MEMBERS

3 .The number of Members with which the Company proposcs
to be registered is four but the Board may from time to time

register an increase of Members.

4. The subscribers to the Memorandum of Association
and such other persons as the Board shall admit to membership

shall be menbers of the Company.

GENERAL MEETINGS

5. The Company shall in each ycar hold a general
Mmeeting as its Annual General Mecting in addition to any

other meetings in that year, and shall specify the mceting



as such in the notices; calling it, and not more than Fifteen
months shall elapse between the date of any one Annual Genceral

Meeting of the Company and that of the next:

Provided that so long as the Company hol&s jts fipst
annual General Meeting within Eighteen months of its incor-
poration, it need not hold it in the year of its incorpora-
tion or in the following year. The Annual General Meeting
shall be held at such time and place as the Directors upon

the recommendation of the Management Committee shall appoint.

Gis All general meetings other than Annual General
Meetings shall be called Extraordinary General Mectidgs.

2% The Directors may, whencver they think fit, convence
an Extraordinary General Meeting, and Extraordinary Gencral
Meetings shall also be convened on such requisition or, in
defaulb,'hay be convened by such requisitionists, as provided

by Section 132 of the Act.

Extraordinary General Meetings shall also be.convened on
requisition by the Management Committee. If at any time
there are not within Kenya sufficient Directors capable

of acting to form a quoruwm, any Director or any two Members
of the Company may convene an Extraordinary General Meeting
in the same manner as nearly as possible as that in which

meetings may be convened by the Directors.

8. Every General Mceting shall be called by Twenty-onc
days! notice in writing at the least. The notice shall be
exclusive of the day on which jt is scrved or dcemed to be
served and of the day for which it is given, and shall
specify the place, the day and the hour of meeting and, in
case of special business, tiie general nature of that business

and shall be given in manner hercinafter mentioned or in such



other manner if any,‘as may be prescribed by the Company
in gencral meeting, to such persons as are, under these

Articles entitled to receive such notices from the Company:

Provided that a mecting of the Company shall,
notwithstanding that it is called by shorter notice than
that specified in this Article, be dcemed to have been

duly called if it is so agrecd: -

(a) In the case of a meeting called as the Annual General
Meeting by all the Members entitled to attend and vote
thereat; and ' ;

(b). In the case of any other mceting, by a m;jority in
number of the Members having a right to attend and
vote at the meeting being a majority together
representing not less than Ninety-five per cent of

the total voting rights, at that meeting, of all

the Members.

9. The accidental omission to give notice of a meceting

to, or the non—receipﬁ of notice of a meeting by, any person

entitled to receive notice shall not invalidate the proceed-

ings at that meeting.

PROCEEDINGS AT GENERAL MEETINGS

10. All business shall be deemed special that is trans-
acted at an Extraordinary General Mceting, and also all that
is transacted at an Annual General Meeting, with the exception
of the consideration of the accounts, balance sheets, and the
reports of the Board of Directors and Auditors, the election
of Directors in the place of those retiring and the appoint-

ment, and the fixing of the remuneration of, the Auditors.

Al No business shall be transacted at any general

meeting unless a quorum of Members is present at the time
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when the meeting proceeds to business; save as herein
otherwise provided that lhree Members for the time being

present in person or by proxy shall be a quorum.

12, If within half an hour from the time appointed for
the meeting a quorum is not present, the meeting, if convened
upon the requisition of Members, shall be dissolved; in any
other case it shall stand adjourncd to the same day in the
next week, at the same time and place, or to such other day
and at such other time and place as the Directors may deter-
mine, and if at the adjourned meceting a quorum is not present
within half an hour from the time appointed for the mceting
the Members present shall bc’a quorum. !

/ o AT
13. The Chairman of the Board of Directors or, in his
abscnce, any other Director shall preside as Chairman at

every general meeting of the Company.

1&. If at any meeting no Director is willing to act
as Chairman or if no Director is present within fiftecen
minutes after the time appointed for the holding of the
meeting, the Members present shall choose one of their

number (being a person entitled to vote) to be chairman

of the meeting.

15 The Chairman may, with the consent of any mecting
at which a quorum is present (and shall if so directed by
the meeting), adjourn the meeting from time to time and
from place to place, but no business shall be transacted

at any adjourned meeting other than the business left
unfinished at the meeting from which the adjournment took
pPlace. When a meeting is adjourned for twenty-one days

or more,-notice of the adjournecd meeting shall be given as
in the case of an original meccting. Save as aforesaid it
shall not be necessary to give any notice of an adjournment

or of the business to be transacted at an adjourned meeting.




16. At any general mecting a resolution put to (ho
vote of the mecting shall be decided on a show of hands
unless a poll is (before or on the declaration of the

result of the show of hands) demanded:-

(a) By the Chairman; or

(b) By at least three Members (each being entitled to

vote) present in person or by proxy; or

(c) By any Member or Members present in person or by
proxy and representing not less than one-tenth of
the total voting rights of all the Members having

the right to vote at the mceting. '

)

Unless a poll be so demanded a declaration by
the Chairman that a resolution has on a show of hands
been carried on, carried unanimously, or by a particular
majority, or lost and an entry to that effect in the
book containing the minutes of proceedings of the Company
shall be conclusive evidence of the fact without proof of
the number or proportion of the votes recorded in favour

of or against such resolution.
The demand for a poll may be withdrawn.

17 Except as provided in Artiéle.lg, if a poll is
duly demanded it shall be taken in such manner as the
Chairman of the meeting directs, and the result of the
poll shall be deemed to be the resolution of the meeting

at which the poll was demanded.

18. In the case of an equality of votes, whether on
a show of hands or on a poll, the Chairman of the meeting
at which the show of hands takes place or at which the

Poll is demanded, shall be entitled to a second or casting
Yote,



19. A poll demanded on the election of a chairman

of a meeting or on a question of adjournment, shall- be
taken forthwith. A poll demanded on any other question
shall be taken at such time as the chairman of the meeting
directs, and any business other than that upon which a
poll has been demanded may be proceeded with pending the

taking of the poll.

20. Subject to the provisions of the Act, a resolu-
tion in writing signed by all the Members for the time
being entitled to receive notice of and to attend and vote
at general meetings (or being corporations or associations
being present by their duly authorised representatives)
shall be as valid and effectual as if the same hdd been
passed at a general meeting of the, Company duly convened
and held. Such resolution may consist of several documents
in the like form each signed by one or more of the Members

or their attorneys or representatives.
215 Every Member shall have one votc.

22, No Member shall be entitled to vote at any
general meeting unless all moneys presently payable by him

or it to the Company have been paid.

23. On a poll votes may be given either personally

or by proxy.

24. The instrument appointing a proxy shall be in
writing under the hand of any official of the appointor
duly authorised in that behalf or of its attorney duly
authorised in writing if the appointor is a corporation
either under seal or under the hand of an officer or
attorney duly authorised. A proxy nced not be a Member

of the Company.




25. The instrument appoinbing a proxy and tﬁc Power
of Attorney or other authority, if any, under which ¥t is
signed er a notarially certified copy of that power or
authority shall be deposited at the registered office of
the company or at such other place as is specified for
that purpose in the notice convening the meeting, not less
than forty-eight hours before the time for holding the
meeting or adjourned meeting at which the person namecd in
the instrument proposes to vote, or, in the case of a poll,
not less than twenty-four hours before the time appointed
for the taking of the poll, and in default the instrument

of proxy shall not be treated as valid.
]

26. An instrument appointing a proxy shall be in the
following form, or a form as near thereto as circumstances

admit.

PROMOTION OF RURAL INITIATIVES AND DEVELOPMENT

ENTERPRISES LIMITED

1/WE of

being a Member /Members of the above-named Company, hercby
appoint

ol

or failing him of
as my/our proxy to vote for me/us on my /our behalf at the

(Annual or Extraordinary as the case may be) General Meeting

of the Company to be held on the day of 1¢
Signed this day of 19
27. wWhere it is desired to afford members an opportuni!

of voting for or against a resolution the instrument appoint
ing a proxy shall be in the following form, or a form as nea

thereto as circumstances admit.
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1/WE of )
being a Member /Members of the above-named Company, hereby
appoint of
or failing him of

as my/our proxy to vote for me/us on my/our behalf at the
(Annual or Extraordinary, as the case may be) General
Meeting of the Company to be held on the
day of 19 and at any adjournment thereof.
Signed this day of 19
This form is to be used #in favour of,’against the resolu-
tion.
Unless otherwise instructed, the proxy will vote as he
thinks fit. R
#Strike out whichever is not desired.

)
28. The instrument appointing a proxy shall be
deemed to confer authority to demand or join in demanding

a poll. "

29. A vote given in accordance with the terms of an
instrument of proxy shall be valid notwithstanding the
previous revocation of the proxy or of the authority under
which the proxy was executed, provided that no intimation
in writing of such revocation as aforesaid shall have been
received by the Company at the registered office of the
Company before the commencement of the mceting or adjourned

meeting at which the proxy is uscd.

CORPORATIONS ACTING BY REPRESENTATIVES AT MEETINGS

30. Any corporate body which is a Member of the Company

may by resolution of its Directors or governing body autho-

rise such person as it thinks fit to act as its represcntative

at any meeting of the Company, and the person so authorised
shall be entitled to exercise the same powers on behalf of
the corporate body which he represents as that corporate
body could exercise if it were an individual Member of the
Company .
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31. (a) The number of the Dircctors shall not be less
than Two nor more than Ten and they shall be

appointed by the Company in General Meceting.

The first Directors shall be appointed by the

subscribers to the Mcmorandum of Association.

32. Each Director shall have the power to nominate

(a) any other Director or (b) any person approved for that
purpose by a majority of the Directors to act as an al’.r-
nate Director in his place during his absence and, at his
discretion, to remove such altcrnate Director, and on such
appointment being made Fhe alternate Director shall (except
as regards remuneration‘and the power to appoint an alter-
nate) be subject in all respects to the terms and conditions
existing with reference to the other Directors. Each
alternate Director, while so acting, shall exercise and
discharge all the functions, powers and duties of "the
Director whom he represents. An alternate Director shall
ipso facto cease to be an alternate Director if his
appointor ceases for any reason to be a Director. Any
Director acting as an alternate shall have an additional vote

for each Director for whom he acts as an alternate.

33. Subject to Clause 4 of the Memorandum of
Association, the Directors may also be paid all travelling,
hotel and other expenses properly incurred by them in
attending and returning from meectings of the Directors or
any committee of the Directors, or general meetings of the

Company, or in connection with the business of the Company .

BORROWLING POWERS

34. The Directors may exercise all the powers of the

Company to borrow money, and to mortgage or charge its




undertaking and property, or any part thereof, and to
issue debentures, debenture stock and other sccurities,
whether outright or as sccurity for any debt, liability

or obligation of the Company or of any third party.

35 The business of the Company shall be managed

by the Board which may pay all expenses incurred in
promoting and registering the Company, and may exercisc
all such powers of the Company as are not, by the Act or
by these Articles, required to be exercised by the Company
in general meeting, subject nevertheless to the provisions
of the Act or these Articles and to such regulations,
being not inconsistent with the aforesaid provisions, as
may be presecribeq by the Company in gencral meeting; but
no regulations made by the Company in general meeting
shall invalidate any prior act of the Board which would

have been valid if that regulation had not been made.

30. The Board may at any time and from time to time
delegate to any person such of its powers as arc not by
the Act or by these Articles required to be exefcised by

it.

37. The Directors may from time to time and at any
time by Power of Attorney appoint any company, firm or
person or body of persons, whether nominated directly or
indirectly by the Directors, to be the attorney or
attorneys of the Company for such purposes and with such
powers, authorities and discretions (not exceeding those
vested in or exercisable Ly the Directors under the Act
and these Articles) and for such period and subject to
such conditions as they may think fit, and any such
Powers of Attorney may contain such provisions for the
protection and convenience of persons dealing with any
such attorney and for the delegation by such attorney

of all or any of the powers, authorities and discretions

vested in him.
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38 All cheques, promissory notes, drafts, bills of
exchange and other negotiable instruments, and all
receipts for moneys, paid to the Company, shall be signed,
drawn, accecpted, cndorscd, or otherwise exccuted, as the
case may be, in such manner as the Directors shall from

time to time by resolution determine.

39. The Directors shall cause minutes to Le made

in books provided for the purpose:-

(a) Of the name of the Directors present at each meeting
of the Directors, and of any committee of the

Directors; and

(b) Of all resolutions and procecdings at all meetings
of the Company, and of the Directors, and of

)
committees of Directors; .and

(c) OFf all appointments and dismissals of staff made by
the Directors.

DISQUALIIFICATION OI' DIRECTIORS

40. The office of Director shall be vacated if the

Director:

(a) Without the consent of the Company in general meeting

holds any other office of profit under the Company; or

(b) Becomes bankrupt or makes any arrangement or composition

with his creditors generally; or

(c) Becomes prohibited from being a Director by rcason of

any order made under Scction 189 of the Act; or
(d) DBecomes of unsound mind; or

(e) Resigns his office by notice in writing to the Company;

or

(f) Cceases to be a Director by virtue of Section 186 of

the "Act; or



(g) If he be called upon by all his fellow Directors

by notice in writing Lo resign.

il A Director who is in any way, whether divect ]y
or indirectly, intcrested in a contract or proposcd
contract with the Company, shall declare the nature of
his interest at a mecting of Lhe Direclors in accordance
with Section 200 of the Act. Sub ject to such disclosure
as aforesaid, a Director may vote in respect of any
contract or arrangement in which he is interested, and

if he shall so vote his vote shall be counted, and he
may be counted in ascertaining whether a quorum is
present at any meeting at which any such contract or
arrangement shall come before the Directors for consider:-
tion. Membership of an association or any partnership
or corporate body which is a member of an association
shall be decmed to be inchcsL tor the purpose of this

Article.

ROTATION OF DIRECTORS AND ANCILLARY MATTERS

43 . At the first annual gencral meeling of the Company
all the Dircctors shall retire from-office, and at the annual
general meeting in every subscquent year one-third of the
Directors for the time being, or, if their number is not
three or a multiple of three, then the number ncarest onc-

third, shall retire from office.

43. The Directors to retire in every yecar shall be
those who have been longest in office since thejir last
clection, but as betwecen persons who became Directors on
the same day those to retire shall (unless they otherwise

agree among themselves) be determined by lot.

44. A retiring Dircctor shall be eligible for

re-clection.

45. The Company at the meceting at which a Director

retires in manner aforesaid may fill the vacated office by

clecting a person thereto, and in default the rctiring Dirccto

shall, if offering himself for re-election, e deecmed to

have been re-elected, unless at such meeting it is




cxpressly resolved not Lo rill such vacated office orv
unless a resolution for he re-clection ol such Dircctor

shall have been put to the meoet ing and lost.

40 . No pcrsbn other than a pirector retiring at the
meeting shall unless recommended by the Dircctors be clici-
ble for clection to the office of pircctor at any gencral
mcctiné unless, not less than three nor morc than twenty-one
days before the date appointed for the meeting, there shall
have been left at the registered office of the Company
noltice in writing, signed by a member duly qualificd to
attend and vote at the meeting tor which such notice is given,
of his intention tc propose such person for election, and
also notice in writing signed by that person of his willing-
ness to be elected. )

)
47 - 1he Company may Lrom Lime Lo time by ordinary

resolution increase Or reduce the number of Dbirectors, and

may also determine in what rotation the increascd or re-

duced number is to go outl of officc.

48 . The Directors shall have power at any time and
from time Lo time, to appoinl any person to be a Dbirector
either to fill a casual vacanty or as an addition Lo the
existing Directors, but so that the total number of
Directors shall not at any timec excced the number

fixed in accordance with thesc Arrticles. Any Dircctor

so appointed shall hold oftice only until the next follo-
wing Annual General Mecting, and shall then be clegible

for re-election.

49 . 1The Company may by ordinary resolution, of
which special notice has been given 1in accordancde with
Scetion 142 of the Act, remove any pircctor before the
expiration of his period of ottice notwithstanding any-
thing in these Articles or in any agrecment between the

Company and such Direcctor.

50. e Company may by ordinary resolution appoint

another person in place of a pircctor removed from office
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under Article 49. Without prejudice to the powers of

the Direcctors under Article 4% the Company in general
meecting may appoinit any poerson to be a birector cither

Lo fill a casual vacancy or as an additional Director.

The person appointed Lo fill any such vacancy shall be
subject to retirement at the same time as if he had become
a Director on the day on which the bircctor in whose

place he is appointed was clected a Direclor.

51.. The Directors shall eclect amongst their own

body a Chairman for such period as they think fit.
52. The Chairman shall preside at cvery meeting ob
the Dbirectors and of the Members, and shall be an ex-

officio member of all committees of the Direcctors.

PROCECDINGS OI DLRECTORS

53. The Directors may meet together for the despatch
of business, adjourn, and otherwise regulate their mcetings,
as they think fit. Questions arising at any meeting

shali be decided by a majority of votes. In the case

of an equality of votes, the Chairman shall have a
and the

shall, at
1t shall

second or casting votec. A Dircctor may,
Secretary on the requisition of a Director
any time sumnon a meeting of the pirectors.
be necessary to give notice of a meecting of Directors

to any Director for Lhe timec being absent from Kecnya.

54. The guorum neccssary for the transaction of
the business of the Dircctors shall be fixed by the
n

Directors and unless so fixed shall be threc.

55. The continuing Dircclors may act notwithstand-
ing any vacanéy in their body but, if and so long as
their number is reduced below the number fixed by or
pursuant to the Articles of the Company, as the nccessary

quorum of Directors, the continuing Dircclors or Director



may act for the purposc of increasing the number or
Directors to that number, or of summoning a gencral meel jge
ol the Company, but for no ulher purposc.

50 . The Dircctors may dclegate any of their power s
to comnittes consisting of such member or members of
their body as they think it; any committce so formed
shall in the exercise of (he powers so delegated conform
to any regulations that may be imposed on it by these

Articles and by the Dircctors.

57. The members present of a committee appointed
by the Board shall choosc onc of them to be Chairman of

the Committee,

584 A committee may mecet and adjourn as it thinks
proper, Questions arising at any meceting shall Le

determined by a majority of votes of the members present,
and in the case of an cquality of votes, the chairman of

that mceting shall have a sccond or casting vote.

5Q. All acts done by any inceting of the Directors
or of a committee of Directors, or by any person acting
as a Director shall notwithstanding that it be afterwards
discovered that there was some defect in the appointment
of any such Direcctor or person acting as atoresaid, or
that they or any of them were disqualified, be as valid
as if every such person had Leen duly appointed and was

qualified to be a Director.

00. A resolution in writing, signed by all the
Directors for the time being shall be as valid and effeclual
as if it had been passed at a meeting ol the Dircctors duly

convened and held.
SECRE FARY

61, The Sccretary shall be appointed by the Dircctlors

for such term, at such remuncration and upon such conditions

as they may think €it; and any Secrctary so appointed may
be removed by the Directors.
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BOARD O ADVISORS

oz. The Company shall have a Board of Advisors
who shall be appointed and whose number, duties and tern
of office shall be determined by the Board of Dircctors

from time to time.

1HHE SEAL

6:3'% The Directors shall provide [or the safe custody

of the scal, which shall only bLe uscd Ly the authority of

the Directors or of a committec of the Directors authoriscd

by the Directors in that bchalt, and every instrument to
which the secal shall be affixed shall be signed by a
Director and shall Le countersigned by the Secretary or by
a second Director or by some other person appointed by the

Directors for the purpose.
ACCOUNTS

04. The Directors shall causec proper books of

account to be kepl with respect:-

(a) All sums of moncy recccived and expended by the
Company and the matters in respect of which the
receipt and expenditurc takes place:

(b) All sales and purchasecs of goods by the Company:

and
(c) The assets and liabilities of the Company.

Proper books shall not be decemed Lo be kept il there arc
not kept such 'books of accounl as are nccessary Lo give
a true and fair view of the state of the Company's

affairs and to explain ils transactions.

05. The books of account shall be kept at the
"
registered office of the Company, or subject to

Section 147 (3) of the Act, al such other place or



places as the Directors think fit; and shall always Lo

open to the inspecclion ol the Directors.

66. The Board shall from time Lo time determine
whether and to what extent and at what times and places

and under what conditions or recgulations the accounts or
books of the Company or any ol them shall be chn Lo the
tnspection of Members, and no Member (not Leing a Dircctor)
shall have any right of inspcctling any account or bLook

or document of the Company cxcepl as conlerred by the Act
or authoriscd Ly the Board or by the Company in general

meeting.

67. The Directors shall from time to time in
accordance with the relcvant provisions of the AcL, causc
to be prepared and to be laid belore the Company in
general meeting such balance shcels, accounts and

reports as are necessary and requisite under such

provisions.

068. A copy of every balance shect (including every
document required by law to be annexed thercto) which is :
to be laid Lefore the Company in general meceling,

together with a copy of the Auditors! report, shall not
less than Twenty-one days bLelore the date of the meeting

be sent to every Member of the Company.

Provided that this Article shall not require a
copy of those documents to be sent to any Member of whose

address the Company is not awarc.
AUDILT

69. Auditors shall be appointed and their dutics

rcgulated in accordance with the Act.

NOTICES

70. A notice may be given by the Company to any
Member either personally or by sending it by post to

him at his registered address, or (if he has no registercd
address within Kenya) to him at the address if any with-

in Kenya supplicd by him Lo the Company for the giving of
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notice Lo him. Wwhere a notice is sent by post, service
of the notice shall be deemed Lo Le effected by properly
addressing, prepaying and posting an cnvelope containing
the notice, and to have bLeen eflfeccted in the case of a
notice of a meeting at the cxpiration of Seven days after
the envelope containing the same is posted, andv in any
other case at the time at which the lelter would be

delivered in the ordinary course ol post.

7le - Notice of ecvery general mecting shall be given

in any manner hereinbefore authorised to:-

(a) Every Member except thosce Members which (having no
registered address within Kenya) have not supplied
to the Company an address outside Kenya for the

giving of notices to them; and
(b) The Auditors for the time being of the Company; and
(c) 1The Directors.

No other person shall Le entitled to receive

notices of general mectings.

72. Every Director, agenl, Auditor, Sccretary and
other officer for the time being of the Company shall be
indemnified out of the assets of the Company against any
liability incurred by it or him in defending any pro-
ceedings, whether civil or criminal, in which judgment
is given in its or his [avour or in which it or he is
acquitted or in conncction with any application under
Section 402 of the Act in which relief is granted to it

orr him by the court.

DISSULUTION

73. The Company shall not be dissolved except by a

resolution of two thirds of the Mombers of the Company in
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General Meeting duly convened for that purpose. 1he
disposal of the Company's goods and propertiecs shall be
carried out in accordance with Clause § of the Memorandum

of Association.

BY -LAWS
74« The Board may make by-laws governihg the running

of the matters to be done by the Company provided always
that such by-laws shall not be in conlravention of any
provisions of the Memorandum of Association, and these

Articles.
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DATED this Sewtwdvew—  day of November 198§

WITNESS to the above Signatures:-
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PO Uas 18
Navzhy

- -

rr rrrkrr k-



"l’

o

son Yame Yom Yom ¥

Yo Yum ¥

j!hll

 ———— e

» v
~}=-'AJ...-‘...

- ‘o

r
-o-

CERTIFICATE UNDER THE COMPANIES REGULATIOHS

It is hereby,certified that the above Articles of

Association of "PROMOTLON OF RURAL INITIATIVES AND
DEVELOPMENT ENTERPRISES LIMITED"
were produced by the process of XEROGRAPIY.

Gt

(P. T. SACHDEVA)

DIRECTOR,

STATUS COMMERCIAL SERVICES LIMITED,

KENCOM HOUSE, 1lst. FLOOR,

ROOM 1567, ?
P. 0. BOX 56679,

NALROBIL.

12th October 1988
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[CUENT BASELINE DATA FONM| [
TARLE: 15 —
Form |SGn—BLD
T, oo  PARIICULARS OF CUENT Admwnistration dala |
110 Name L
120 Bl ¢ 1M_M:1
ED) Dote of birth
1 40 Marital snstus Mariied Ovganization
Single PropctHo
Dvvorced San date
Widow(er) Asea offica
150 Humbar of dependants |O~n\| Other|
1 60 Posal oddress
161 Locabon : Remdence
162 Busness
200  PARTICULARS OF ENTERPRISE
210 Spuiﬁcvypcofb-usinu; (i
220 Typ of products of services. -
210 Ownership of business. Owner operated Intake date
Family owntd VY/atano No
Partership KUWA No.
240 Year started busziness Account No
250 Main problems foced by business |
260 Amount of intial captal sh. | Ir -xingCO |
261 Source of capital initally Exipansion )
sh. sh. i
Own savings . )
Family gfis |
Loan fro- friends 1
ROSCAS !
NGO i
Bank ( ?
Co-oparativa .
Other spacify , I
270 . Who are the main customers ? Individuals : !
Cthar businessts !
Insttubons
Other speafy ‘I
2m Where are the customers from Neighborhood |
This town :
Other spacify
2890 Total assets (cash,goods & fired assets)
290 Monthly sales volume = =}
291 Over last two yrard hove sales
! Gona up ? i
Gone down 7 &
Remained the samt ] |
292 Current monthly business expenses. sh. |
20921 Number of employtes. Male female i
Full imae ¢ ownar |
Part ime/scasonal i
Non paid (family) H
Total ‘
12922 Monthly wage bill sh. :
1 2923 Aviroge monthly drowings from business. =h. i
- 3000 OTHER INFORMATION !
' 3100 Othaer sources of incoma. Sh»‘:l \
- 3200 Amount of loan required. sh. R |
3300 Purpose of loan. C l'
|

g - . .
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