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Mr. F.F. Odhiambo,
Deputy Registrar of Cooperatives Societies,
Department of Cooperative Development,
Ministry of Agriculture and Rural Development,
Reinsurance Plaza,

NAIROBI.

Dear Sir,

RE: REPORT oF THE INQulnY TEAM AppotNTED To LooK
INTO THE AFFAIRS OF I.IARAMBEE SACCO SOCIETY LTD.

By a letter Ref.No.Cs/1916/(133) Dated 2l,h December, 2oal you
appointed the undersigned Officers to inquire into the By-Laws, Working and
Financial Conditions of Harambee Sacco Society Limited - CS/ I 916. The
lnquiry order was gazetted in Gazeme Notice No.g749 dated 27rh
December, 2OOl . The Inquiry Order was subsequently extended to 28,h
March, 2OO2.

The lnquiry Team has compteted its findings and made recommendations in
accordance with the terms of reference given.

we now have the honour to present our report to you. In doing so, we wish
to take this opportunity to thank you and the Commissioner ol Cooperative
Societies most sincerely for bestowing upon us the privitege to undertake this
exercise. We also wish to express our gratitude to the Permanent Secretaries;
Mr. Z.K.A.cheruiyot, MGH, Mr. J.E.o. ongwae, EBs, prof. Migot Adhola,
of Provincial Administration and tnternal Security, Directorate of personnel
Management, and Ministry of Agricutture and Rural Development
respectively; and Chief of the General Staff, Gen. l. R.E. Kibwana, EGH,
CBS, for releasing us to undertake this exercise. lt is our sincere hope that
the findings and recommendations of this report will be found useful to
address some of the constraints that affect Harambee Sacco Society Ltd.

Yours faithfully



"'r-

h,*

: i, i. h4. h{waliko, 5.S. cHAtRMAN........
-,::, 'rr.',V{. Oduor Member
: ii. 5.G. Mohammed, I'{BS, ndc(K), Member
; :i J.!.,lt,[.Juma, ndc(K) Member
-:i R.,P-. Hadao Member
'iis. iq.M. Wanyonyi Member..

.'lr. J.\fu. Karania Member.
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The Central Management Committee, Superuisory Committee

and Staff of Harambee Srcco for ensuring that the.necessary

logistical suppon was aveil.rble as required.

The national officials and the Senior Scaff of Afya and Ukullma

Saccos for meeting the lnquiry Team and their valuable insigh6
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The lnqulry Team benefited a lot from both oral and written submisslons " .

from various contrlbutors. However, the findings and recommendations in .
thls report are entirely from members of the lnqulry Team. , .
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submissions

ndations in
INQU]RY ORDER, AND TERMS OF R,EFER,ENCE

THE COOPERATIVE SOCIETIES ACT

(No. l2 - 1997 SECIION 58)

LAWS OF KENYA t
whereas, t have on my own accord, decided that r,l tnori,y be herd inrc the
By'Laws, working and Financiat conditions of HARAMBEE sAcco
SOCIETY LIMITED - Cstlgl6 and in accordance with Section 58 of the
Cooperative Socieries Act, No. I 2 of lgg7.

!o* therefore,. r authorize: _(r) Mrs. M.. M. wanyonyd Assrsant
c,ommlsloner of cooperatrve Devetopment - Rern$urinii'it o (2) Ms. J.Karanfa - senror cooperatrve officei - Re.rnsurance pr* ill r"rr. s. M.Mwallko - Deputy Secretary (A) - Office of the presruent'iil-l,fr. ,, L.
Juma - under secreary (A) - offlce of the hesrdent (5) Mr. {. A. Hadao- under secretary - office of the hesrdent (ci grrg. s. G. Mohammed -Department of Defence (7) Mr. W.W. Oduor'- Dfrecto;E ;i ir.nonnel
Management to hold an lnquiry within one ( I ) month from the date thereof
at such place and time as may be expedi.nt ,nd duD notified by them.

The attention of all officers and members of the Society is directefl to thefollowing sections of the cooperative societies Act.

Section 60( I )
Section 60(2)
Section 94

Cost of lnquiry
Recovery of Coss Expenses,
Offences

DATED at Nairobi this 2'76 day of December 2OO I .

F.F. ODHIAMBO
DEPUTY R.EGISTRAR, oF cooPERATIVE SOCIETIES

IX



SPECTFIC TERT'IS OF R'ETER'ENCE

l. Examine the existing mode of representailon at the society's Central

Management Committee and the general meeilngs and give

recommendations on possible improvements where necessary'

2. Examine the current Branch Network and their effecilveness in

facilitating proper policy making and control by the members'

3. Examine the current society,s by-laws vis-i-vis the existing co'operarive

SocietiesActandRulesandgiverecommendationsonisimprovement
ro serue the members betterlonsidering any existing conflics with the

Co-oPerative law and PrinciPles'

4. Examine the current staffing levels, terrns and condltions of service for

thestaffandproposeanyirnprovementswherenecessary.

5.Examlnethecurrentsoclety,sorganizationalstructureandrecommend
anY imProvements where necessary'

6. Examine the level of implemenpfion of the Previous lnquiry Reports'

recommendations and their impact so far on the society'

7. Any other areas which may improve the organization with a view to

improving the dellvery of senvices to the members'

8. Based on your findlngs and obseruations, propose shon'term and long

term changes necessary 

'-to 
improve the soclety's senvices to is

members.
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After the initial briefing at the office of the commissioner for cooperative
Developmenr, members of the rnquiry Team set up the modaritres of going
about the usk. They drew up a work prograrnme and embarked on the
business by:

l' Perusing and reprring to relevant documens namely the Cooperativesocieties Act Ena the Rures, By-Lawi cooperatire pori.v andoperational documenB, among others.

2. Visited the eight provi
which they received
members of the Sacco.

3. conducted inter.lriews with members of the centrar Managementcommittee, superuisory committee and staff at Harambee sacco.

4. conducted spot checks of various areas of operations of the sacco.

5 ' visited selected site and seruice schemes and real estate properties
faciliuted or owned by the Sacco respectively.

6. conducted interviews with various suppriers of goods and seruices roHarambee Sacco.

7 . Undenook benchmark studies of Afya and Ukulima saccos.

ncial Headquarters and some distrlcs during
representarions from Branch Officials .nJ

vto
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xl



-CENTRAI M/TN/TGEHENT CO}.IHTTTEES A}ID SU?ERVISORY
COHI'|!T[EE }'IEMBERS AS FROI.f t99Z TO TttE YEAR, 2@2

As at the time of writing this report the Centrat Management Committee comprises
of seven members namely:

The following members of CMC were suspended on l6ll I l2OOl.

Mr. D. Gogo
Mr. B. E. Akwara
Mr. S. Chege
Mr. F. Barasa

June 2OO0 to November, 20O I

I
2
3
4

l. Mr. Macloud Malonza
2. Mn. B. Onrya
3. Mr. F. Muchlrl
4. Mr. M. Nyang'ute
5. Ms. N. weru
6. Mr. J. K'ouko
7. t4r. C. Genl

- Chalrman
- Vlce Chalrman
- Sccretary
- Treuurer
- Member
- Member
- Member

- Chairman
- Secretary
- Member

;.

l. Mr. D. Gogo
2. Mr. B. E. Akwara
3. Mr. S. chege
4. Mr. F. Barasa

5. Mr. C. Geni
6. Ms. N. Weru
7. Mr. M. Nyangute
8. Mr.J.K'ouko
9. Mr. F. Muchiri
10. Mrs. B. Oguya
I l. Mr. M. Malonza

- Chairman
- Vice chairman
- Hon. Secretary
- Treasurer
- Member
- Member
- Member
- Member
- Member
- Member
- Member
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Supervlsory Commtttee

Mr. P. Ndiege
Mr. C. Osore
Mr.J.Yamo

I

2
3
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comprises

1999 to 106 June,2000

. Brig. J. Serem

. Mrs. B. J. Masila

. Mr. B. Okwayo

. Mr. L. Orayo

. Mr. P. Wachira

. Col. E. K. Nierui

. Mrs. ]. Kinyua

. Mr. H. F. Oiiambo

. Mr. O. Ogolla
0. Mr. l.loso
l. Mr. C. Mutali

I pervlsory commlttee

J. Obuya
Mwalimu Juma

997 and 1998 CMC

. Brig. ). Serem

. Mr. W. O. Ogolla

. Mrs. J. B. Masila

. Mr. H.F. W. Ojiambo

. Mr. P. Wachira
Col. E. K. Nieru
Mr. L. O. Orayo
Mr. B. Okwayo
Mrs. ]. W. Kinyua
Mr. C. Mutali
Mr.J.L. Jogo

998 Superulsory Commlttee

Mr. B.

Mr. P.

Mr. F.

t
f,

- Chairman
- Vice Chairman
- Hon. Secretary
- Treasurer
- Member
- Member
- Member
- Member
- Member
- Member
- Member

A. ChegeMr.
Mr.
Mr.

- Secretary
- Secretary
- Member

- Chairman
- V/Chairman
- Hon. Secretary
- Treasurer

- Chairman
- Member
- Member

Maragia
thiaKinu

Barasa

xlll
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l.
2.
3.
+.
5.
6.
7.
8.
9.
l0

X 995 Cormrmlslon Members

Mr. B.E. Akwara
Mrs. F. Otete
Mr. D. Aradi
Mr. D. R. Mutisya
Mr. S. Mutungi
Brig. J. Serem
Mr. A. K. Mwasserah
Mr. A. A. Musasia

Mr. M. Ndiwa
Mr. O. F. Kibuna

1996 Commislon Members

l. Mr. B. E. Akwara
2. Mrs. J. A. Okada
3. Mr. D. A. Aradi
4. Mr. D. R. Mutisya
5. Mr. M. Ndiwa
6. Lt. Col. V. W. Aiumbo
7. Mr. D. J. Mwasaga

8. Mr.J.Matagaro
9. Mr. O. F. Kibuna
10. Mr. A.A Musasia

I 99+ Commlsslon Mcmbcrs

l. Mr. M. Mwashimba
2. Col. D. T. M. Nyagah

3. Mr. B. E. Akwara
4. Mr. D. R. Mutisya
5. Mrs. F. Otete
6. Mr. A. J. Okoth
7. Mr. E. O. Ogutu
8. Mr. l.Matagaro
9.Mr. Z. K. M'Mug,,rika
I O. Mr. l. R. M. Mwangi
I l. Mr. D. Aradi
12. Mr. G.W. Mbuthia

- Chairman
- V-Chairman
- Hon. Secretary
- Treasury
- Member
- Member
- Member
- Member
- Member
- Member

- Chairman
- Vice Chairman
- Hon. Secretary
- Treasurer
- Member
- Member
- Member
- Member
- Member
- Member

- Chairman
- V/Chairman
- Hon. Secretary
- Treasurer
- Member
- Member
- Member
- Member
- Member
- Member
- Member
- Member

i
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1993

l. Mr. A. J. Okoth
2. Mr. M. Mwashimba
3. Col. D.T.M. Nyagah
4. Mr. D. R. Mutisya
5. Mrs. K. Otete
6, Ms. A. Kamami

7, Mr. E. Ogutu
8. Mr. B. E. Akwara
9. t-lr.7. M'Mungwika
10. Mr. J. R. Mwangi
I l.Mr. H. Wanjala
12. Mr. G. Mbuthia

1992

- Chairman
- V/Chairman
- Hon. Secretary
- Treasurer
- Member
- Member
- Member
- Member
- Member
- Member
- Member
- Member

l. Mr. A. l. Okoth
2. Mr. M. Mwashimba
3. Dr. R. O. Arunga
Q,. Mr. P. C. A. Kilei
5. Col. D. T. M. Nyagah
6. Mr. D. R. Mutisya
7. Mr. T. O. Ayim
8. Mr. N. N. Obuba
9. Mr. S. Maraka
10. Mr. G. Mbuthia
I l. Mr. J. M. Mwilidza
12. Mr. H. Wanjata

- Chairman
- Vice Chairman
- Secretary
- Treasurer
- Member
- Member
- Member
- Member
- Member
- Member
- Member
- Member

xv



EXECUTM SUIr{Ir{Any

Despite the fact that the Harambee Sacco Society has suffered massivemismanagement for a rong period, the tnquiry i.r, is of the view that thesacco can still be redeemea ano made to provide the seruices for which itwas esmbrished by members. The foflowing is tr.,. ,u*rary of the issuesobserved about the society and the ,ierrrr.i- ttrrt the Inquiry Teamrecommends to revamp the Sacco.

l. lmplcnrcntetron of tnqurry Rcporg rc,ommcndatrons

The Inquiry Tearn observed that Harambee sacco society,s record ofimplernenting past Inquiry reports is generairy poor. rn this regard, theTeam recommends that members or irri, inqii,y r.r, be mandated tomake foilow-up on the imprementation 'of 
the recommendationscontained in this Report and that or tne v.rr zooo. The Team wouldwork ctosety with the cMc, Superviso;'a;,il;;; # rlrjr.r.n,staff to work out the imprementation pran, which shourd not takemore than three years.

. By-[aws

The Team obseryed some inc_onsistency between the by-raws andcooperative societies Act and Rures. rir.-rr.cessary amendmen* tothe by-laws have been proposed.

2

3. Orrnnlzrtlonal strucftrc

The operationar strucrure of the organization is not crearry defined.The reponing system is uncteai ina in. airtriuriion of responslbilltieslopslded' Member participation in decision-mikiig is tow. There isno clear derineation of rotes between ttre- clntrat Managementcommittee and the Management smff. rne irrrC which is the poftcydecislon'making organ is often invorved in the day to dayadmlnistratire issues which coutd have been r.,.nor.o by the GeneratManager and his team.

I

i



The Inquiry Team recommends:

(i) Restructuring of both the decision'making and operational

structures.
(ii) An organ called the Natlonal Patrons Councll whose role will

be advisoq,, be created comprising of maior suke-holders

namelY,

(a) The Permanent Secretary, Provincial Administration and

(b)
(c)
(d)
(e)
(f)

The organ need not be established in the sociery's by'laws it will

also be replicated at the branch level where District

Commissioners or Commanding Officers could be designated as

patrons of branches, if members of those branches so wish.

tlodc of rcPrcscnt tlon

It was obsenyed that maior sUke'holders, who comprise over eightv

p.r..n, (8Oo/o) of the membership and contributions of the Sociery

are not adequately represented in the CMC. The conduct of the

Annual Delegates meetings was also observed to be wanting'

It is recommended that the maior stakeholders suted in 3(ii) above be

represented in the CMC. Additional election procedures should be

iniiiated as proposed later in this repp. The CMC and Supervisory

Committee officials should continue td be drawn from among Nairobi

delegates.

Brrndr Nctuork

Branches were created haphazardly without following the by'laws'

They are too many (159). Their m.?nagement is also weak. They

have no proper records of their memb(ship'

:

lnternal SecuritY.

Chief of the General Staff.

Commissioner of Police.

Commandant Administration Police.

Director National Youth Seruice.

Permanent Secretary/Director DPM.
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rtiorial

'e will
;lders

and

( ii)
(rii)

The foltowlng ls recommended:

(i) Branches shourd be reduced [o r 4r as ree,,*osri;iremdtd
elsewhere in the repon.
They should have proper records of their mem.rhest"
Thev shoutd be strenghened uy prrrioin; ffi;;y rbe$u[r$eissuch as stationery firing cabiner ana rittie rusil;ffi;.,,r rrherra"

will
rict

as

6. Flnencld Dlenegsmcnt

There is a weakness in cotlection of funds (revenue)as evldemced f,mnon'performing roans amounting to Kshi.s r j,i rii,os6.eo asxdoutsunding renr of Kshs. r s,o tb,aoo. The *iiutv 
= 

lr* ov€rdepended on overdraft as a source of revenue. The soclety has &problem with enforcing financial controls and discipllne as a resule oflack of clearly defined management policles. Internal controts arelacking as superuisory and internat auait-are weak. cash and chequeshandling is poor' other weaknesses include tack of budgecary cont'o[s,l'o'U's, too many bank signatories, a.riition of funds eo nom.€orcfuncilons and non-keeping of vitar'*ordr, such as on cash beokrransacrions and bank reconcillatlon..
The insurance cover for the sinking fund is expensive and paysmen,^frhrough Triple A Capital Lrd. is unn**rry.

The External Auditor is engaged in ma$ers ar rhe socieey whlch s!^roundnor be of his concern, eg. tax consurtancy, reauditing, ete". Fayrirer:$made ro M/s Kibiego for these serviies of l,igi,adai* we,.eunwarranted' Staff in the financlal depanment lack ilre Bne€,eseffy,qualifications, hence poor performance.

lhe followlng ls recommended:

(i) The sociery should strengthen iB revenue co|treetlola bydesrgnating an officer to roro* up wrth Ministnres and ofte:.organlzations for deductlons.

(li) Esublish a staff task force to follow up on non-perfonmrfiatg loan:s

(iii) The society should gradually retlre the overdraft for e 1:,?r1,.1j .::i
one year by adopting the foilowing ffleasuress

t./
ry
re

e

l
I

i

.,



(a)
(b)
(c)
(d)
(e)
(0

(iv)

(lx)

7 Procmrmom

Step up rent collection;

oliiotl the real estate property (houses);

Adhere to loan PolicY;

Scale down loans issued;

Adhere to budgetary Provisions;

Suspend all capiul exPenditure

(vi) I.O.Us should be discontinued forthwith'

(vii) The society should terminate the reinsurance agreement with

ClCandmanageSinkingFundthemselves.Theyshouldalso
engage .n ,.iui,y to ,tuay lna aause the best way of managing

FinancialandProceduralManualshouldbeimprovedand
applied.

the funds.

be recovered.

(vlli) The site and service schemes should be flnalized and handed

over to the owners, and ,ny .*p.ndlture lncurred by the society

ThepaymentofKshs.3,995,48otoM/sKiblegoKiptumfor
reauditing and tax consuluncy should funher be lnvestigated by

,tt.-f.ny. Pollce Anti'Corruptlon Unlt'

a

TheprovislonsoftheProcurementManualarenotadheredtoln
purchases qr good;.nJ r.*i..r. The procurement sectlon is poorly

staffed. ltfwas ,lro oUi.*ed that the cost of proiecs escalated due to

.varlations ind deli'vli-.*..rtrng,h.* occasioned by poor supewision'

Thesocietyhasengagedtoomanylegalfirms.Theoverall
expenditure on Lgri i.*ices.is too high, iising to Kshs'23,361 '057

for the year ZOOi-alone. Thls expenditure was above the approved

budget of Kshs.3,5OO,OOO '.pr.rlnting 
an increase of 56'70/o' lt

arlsesouq4oflitigationsduetoactlonsofsuccessivemanagement
committe* which include:'

4
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(a)
(b)
(c)
(e)

removal of lawyers
arbitrary midstream termination of contracts
challenging Government decisions unnecessarily
simple disputes with members

'oved 
and

rent with
rld also
managing

handed
l society

turn for
ated by

orly
le t,-
ision.

verall
.o57
'oved

. lr
Tent

The society does not seem to fully urilize the seruice of the Senior
Legal Officer.

The followlng ls recommended:

(i) The provisions of the procurement Manuat shoutd strlctly be
adhered to for all purchases. The Manual should be updated to
be in llne with the one circulated by the Director of publlc
Procurement.

The society should employ qualified personnel to manage rts
procurement seruices. A procurement Manager shoutd be
recrulted to man the Section.

The society should fuily utlllze the seruices of the senior Legal
Officer to advise on any mamer with a legat behring.

The society should engage fewer legal firms, in any case not
more than three (3) who can handle a variety of cases.

The society should endeavour to limit litigations, sort out some
of these matters out of court or use the cooperative Tribunal ln
order to reduce on expendlure towards tegal seruices.

( ii)

(iii)

(iv)

(v)

(vi) The Society shourd strictty adhere ro rhe scope of work
contracted and varlations should not exceed the contract sum.
variation In excess of loo/o shoutd be retendered.

8. Loens Admlnlstredon

The society does not have a written toan policy and even what exls6 ln
the by'laws is not fully adhered to. The decentralization of emergency
loans to upcountry branches was approved by ADM'of 2000 bu-t this

5



$"

['r;*i iicJt beerr fuily implemented. The processing of emergency loan

al..riii6atlons and reimbursement has not been streamlined' The

pric';ice of suspending development loans in favour of school fees loans

lnccntrenience rnembers who have different priorides.

i=['ie foElowlng ts recommended:

(i) The society should formulate a comprehensive loan policy

document within six months after the adoption of this report'

(ii) The sociery should fully decentralize emergency loans to

upcountrybranchesimmediatelyasdirectedbyADM.

(lii) The nranagement should progressively set aside funds to cater

for excessiie loan demands due to schoot fees, and incase of a

shortfall, seek loan facilities from KUSCCO Cenral Finance

Programme ln order to facititate simulmneous disbursement of

all rypes of loans.

SGdf Manegcmcnt

Staff of the Society at lower level are recruited and deployed without

ccnslderadon of the required quatifications in the staff regulations and

pnocedures.

The followlng ls recommended:

(i) Posts from superulsory tevel and above should be filled through

advertisement and recruitment be done with assisEnce of FKE'

d

t

t
x

(li) Alt the suff of the society should be reinteruiewed and deployed

in ltne with their qualifications and iob specifications to address

the current discrePancies.

(iii ) Staff regulations and procedures should be strictly applied in

order to instill discipline among staff members'

The Management suff should be responsible for the deployment

of other sEff to respective areas of specialization.

6
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(vi) suff rarionarization be carried out with a view ro esmbrishing theoptimum staff posirion.

(vii) The positions of the Generar Manager, Financiar conrrorter,chief lnternat Auditor and procur.r.-nt'Manager 
shourd enjoysecurity of tenure.

Mcmber Dcvclopment

The sociery has been instrumenhr in improving the riving standards ofmembers through provision of affordable creiit. The society hashowever, not done well in providing member education which isimportant in empowermenr of membe" ," pr.v their roles effectivery.The educarion provided is very low and not focussed. The society isalso lacking non'educationat interuenilons such as rewards for branchand member,s exemplary performance.

The followlng ls recommended:

ation with the Department of Cooperadve
work out a comprehensive member

(ii) The society should introduce non-educational interventions inform of incentives to wetl performing branches and members.

I l. Scrvlcc Delfuery

There is poor communication between the society and members. Atthe society Headquarrers there is no specific inquiry desk to guide
members and visitors.

The followlng ls recommended:

(i) The society shoutd respond to members issues in writing and
endeavour to use courier seruices for toan applications and
disbursements.

(i) The society in collabor
Development should
education programme.
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(ii) The society should establish information desks and sign

boards at the headquarters showing offices where members

would receive seruices.

12. GomPutcdzadon

The computerization proiect was undenaken without proper feasibility

study and involvernent of the user. The society dld not make use of

reputable firms, neither was competitive biddlng sought' As a result'

the proiect has taken too long to finalize despite the colossal

expenditure of over Kshs.l60,000,000. The computer system is not

fully operational and hence the society has not got value for its money'

Thc followlng ls RccommGndcd

(i) The contractors shoutd be made to fulfil their contractual

obligarions with no further costs to the society or refund society

for paymens made for seruices not rendered'

(ii) The SACCO staff should constitute a computerization

implementadon team comprising of Heads of Departments to

formulate a comprehensive computerlzation policy and

oversee full implemenailon.

No further expenditure on computerization should be

incurred without the approval of ADM'
(iii)

8
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I,O PREATTIBI.E

CHAPTER I

INTRODUCTION

- Assistant Director, Directorate of personnel
Managernent

- Senior Cooperative Officer

v
tf

,
I
l'

ln view of the compraints made by members of Hararnbee saccoSociety Ltd., particularfy oi ,irrrnrg.rr,.rt of funds, rhe,Tx"[:,:#i.",lff 
,*.n6'q;6t]i;,:.,1H;;#l*t";fl:ritj* or the so.ieti.'"'ri. r.ri, l"iprr.o or the ronowing

t. Mr. S.M. Mwaliko, SS - Senior D
p..ria.rltpury secretary office of the

L
I

3

2. Mr. W.W. Oduor,

3. .!p, S.G. Mohammed
MBS,ndc(K).

I 1," l'L:M iurna, ndc(
?. Mr. R.A. Hadao
6. Mrs. M.M. Wanyonyi

V. Ms. Iane W. Karanja

, . - Department of Defence
k) - Under-Secrerrry, 

id; of the presidenr,- Under.Se crehry, Office ;i ;; presiaent- Assistant comrnission.; ;; to#.rrrir.Development.

Mernbers of the Inquiry Team commenced work^o n 2!*December,2001 by studying 
- 

;he ioop.rrri* societies' 
' 

rrr,Rures (rggal,Government potici d;;;;; by-taws, nr.r.irr records and otherdocurnents reratej ;;;;'r:'rms or r..r...n.* The Team arso

:{[l',:,'.1,'1T['#,'#'l"ffiIl.J;i,,",.".*,,ii-r,r,,,r.,un,goods and servic:s 
!o ttre socieiy. Fietci visir'lo ilff,Jlr#lffi.;iHeadsuarters and oirtii.L-Ji'iri,r-r.;;;.-.ilr.Lnor, 

uasin ciirru,Busia, Homa ,tI 
-rng 

Kisii-were 
.made by ttre-.tearn during whichrepresen*flons fr3' o.rnir, 

"in.irr, ;;; ;#;rs of the sacco werereceived. The Team lir" ,irii.o ,or. ,.r.*a site and servicefl :f ;:.,:lflr::ffi ,id 
;,:l r,. i ri,"i. d ;; ;* n ed by Ha ra m b ee

9
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1 " lnteDrctetlom of ttmrs of rcfcrcnce

The Inquiry Team deliberated on the terms of reference given '
and understood them to focus on the following:

(i) Dlodc sI reprcscntedom et tfte CI.lQ and Gcncratr

ilccdngs

. Subility in the Sacco

. Security and protection

. Accountability

. Efficiency
n Responsibility
. Sustainabiliry

(il)

. Equity

. Opilmal effectiveness

. Communication

. Feedback

(lll) SodeVs By'laws

. Harmonizafion with Cooperative societies Act and Rules

. Harmonization with principles and values

. Acceptability

. Enhancement of members' righs

(lv) Saffing levets and terms and condltlons of Serdce for

Saff

. PariU of treatment

. Merltocracy

. Efflclency

. Effectiveness

Branch Network

r0

F1
.L



en

(v) Organlzatlonal structure

n Streamline Systemso lmprove overall coordination.

Implementatlon of prevlous Inqulry reports
af (vl)

. Level of imptementationn lmpact. Sustainability

Short term and long term dranges

. Immediate measures. Medium term measures. Long term measures

I

t
I

(vll)

t

t.2

(vlll) Flnanclal Condltlons

. proper management of resources. provision of quality seruices. Strengthen financial discipline. Maximise member benefis

Grourth of Cooperatlye lrlovement

The Cooperative movement has made significant contribution in thedevelopment of the Kenyan economy. This is exemprified by thephenomenar growth of the cooperative societies and the rurnover theyhave made over the period. whire in tgis th.r. were onty 9g6registered societies with a membership of 66o,000 and a urnover ofKshs.69l mirion, this increased to sr29 roci*ies in rggs with amembership of 2.T miilion and a rurnover of Kshs.rO bilrion.However, the overart decrine in **ri.';;f;rnce in the rast tenyears hai not spared the cooperative movemen, iffi;;r;;:X ,result, a number of cooper.iir. societies t ave cottapseo while thosebased on salaried empbvment hlve reen lxieriencing decriningmembership due to retrenchment and coilapse of business entities.

ll
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i.g €oopcnaeftve Follsy end lcfls[etton

ln recognition of the viul role played by the Cooperative movement in

the economic development of the countlT, and !!.. structural

adiustment changes thai were uking place world'wide, which were also

affecting Kenya, the Government intioauced "seslonal Paper No'6 Of

lgg1 on C*p.ratlves ln a Lberallzed Economlc EnvlronmenL' The

Sessional Papei defined a new relatlonship benrueen the Government

and the Cooperative movement. ln this initiative, the'management of

cooperatives was left ln the hands of is members while the

Governmenr was left with the responslbility of creatlng a conducive

environment for development of it't. Cooperative movement' This

culminated in amendment or,n. cooperative socleties Act cap 490

in l ggTand . n.*, Act No.l 2 of lg'g7, came lnto operatlon, which

removed day to day Government control' The assumptlon then was

that members would be adequately educated on Cooperatlve prlnclples

and values to enable them lndependenily manage their socletles'

1.4 Coopcredvc velucs rnd Prlnclplcs

t
i

L

I

:

,
:

]
,.

t
I

E
0

t
r

The Cooperailve movement cut across all sectors of the economy

which include both formal and informal sectors' All cooperadves

operate under the following principles and values

(a) VolunurY and oPen membershiP

(b) Democratlc member control
(c) Member economlc partlcipatlon

(d) Autonomy and lndePendence
(e) Education, Training and lnformation

(f) Cooperative among cooperatives'

(g) Concern for the communitY

1.5. StruCgrrl Fnmgyork of tfic CoopcrrdYc movCnctrt

Maiority of the Cooperatives in Kenya are organlzed around a speclflc

activity. However,'there are also those that are organlzed'around

,.u.rri economic aAivlties and these are known as Multl'purpose

Cooperatives. All categorles of co-operatlves fall lnto a four-tler

system consisting of: {

t

t2



(i)
( ii)
(iii)
(iv)

Primary Societies
Secondary Societies
National Cooperative Unions
Apex organization.

The venical linkage is,rhrough affiliation and share holding. Currenrly,
the apex organization f-s the Kenya National Federation of Cooperafives
through which the Kenyan cooperafivn movement is tinked to the rest
of the wodd through lnternational Cooperarive Alliance (lCA).

iSavings and Credit Cooperarives (sAccos) enables members of a

common bond to promote thrift by accumulating their savings to

]create a fund from which loans are advanced to members. These
lSaccos are united urlder the Kenya union of savings and Credit
icooperatives (KUScCo). The latter is in turn affitiated to Kenya
National Federation of Cooperatives. Loans idvanced to sAcco

imembers are exclusively for provident and productive purposes at fair
iand reasonable tnterest rates. Generatly, the cooperative movement
lhas contributed significantly in raising the living standards of Kenyans
,and hence their imponance in the economy.

l
l3



2.0 Harembce Sacco Soclcty [td: tts Gcncsls, Grourtlr andCon*relns 
t
['

Harambee savings ana creiit co-operative society Ltd. had a humbrebeginning as a merry'go-round werfare oiganization amongst rhesubordinate suff of thJ office 
"i ;h;'ir.lia.r,. The airn or rhisinitiative was ro promore rhrift ort orit.ii lii.*ise row sararies.

Encouraged by the success of the above endeavour, rnembers of thewelfare organizarion registc$red Hrr;il"'.'"ir..o society Ltd. inFebruary rgro. at the vefubeginnine, itr. cooperarive iociery wasonry made up of emproyees of th1 016.. oi the president and tho.sethat had their accounring units within that office. The compositionhas transformed a great jear over the period *i,t, membership cuttingacross the spectrum of a, cor.*r.ni'iiinilrri.s/Departments 
andrelated parastatals. Howev.r,^!!. majority-'or ,n. members of thesociery are sti, found in rhe office .i ih; piesident. At inception,Harambee sacco was based in Harambee House but as the societygrew it relocated to Government Press ana larei to shankardass Houseln rg'2. tn r9g7 ttr. iociery ,or.J io' Hrrrrbee praza at rhefunction of uhuru Highway lno Hri,. sellasie Avenue.

Membershi, 
?lthe society has,11eldirv and rapidry grown reaching roabout r 20,ooo in the rri. iggot oi,ir"nli' aecrining from 1994due to rhe civir service i.ir.*rr*.rt progrr;;.. tr currentry standsat about 90,ooo spread in r ip urin.tur; ;id Nairobi having about{5,000 members in 5,r branches. The share capitar of the sociery asat December 2000 stood ,, rrr,i.s:ffiil;.'in. socrety sranted atotal of Kshs.3.r birion as roanito its members in z0or.

Harambee sacco socrety has had a phenomenar growth since iBregstration in terms of membership ,na'.rpit i.- n, a rarge society itsnetwork rinkages with the Government and private sector is arsoextensive, resurting to operationar constraints. 
-rn 

,n effon to cope

CHAPTER. II

BACKGR.OUND

:i
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with the above challenges the society came up with a Strategic Plan in

which it outlined its Virion and Mission with emphasis on.efficient '

delivery of senyice. Like any other Cooperative Society' Harambee

sacco has various organs established to regulate its business'

Vlslora amd lr{lsslonn

ln an endeavour to be more focussed in its delivery of seruices to its

members, the society came up with a three year Strategic Plan (1999'

2OO I ) in which iU vition and Mission was outlined as follows:-

I

:

:

I

l

t
I

ic

i
I

Vision

sakeholders
t,

,,To be the leading Savings and Credit Cooperative Sociery ln Financial

strength and proviiion oi Quality Service to our Members and other

2.2

Mlsion Sutement i

,,To mobilize savings and promote prudent investm€nts thereby fgTl.nt-: 
I

solid flnanclal Uase 
-;1o, 

*i i.tt the iiiety will provide members with loans I

and advances at affordable interest ,rt., in order to tiititt vlable socio - 
[
Ieconomic develoPment Proiects"' 
I

Llnkeges wlth Governmcff organs and thc Prlvatc scctor 
I

As stated in paragraph 1.4. above, Harambee sacco has been guided I

sewices to the;;;[,y. Harambee Sacco is a large market for va 
&

firms in the countri. fi

f
r

I
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2.1 Operatlonal Constrain6

,I,-l :ffi ,:::T:, " : Jl;.',".:.JI;,iT, ili. :;,;,::1 devia,io n from i,s
tiquidiry has been irnpaireJ in ir,u.rrrt i.*-i;;rff:. ," ll; ;rHI;
I, I' :"i',',.,: #l:.l nt;:i: * 1 ntj;:,#li ", 

u rn s,o, h e s o c i e ty

(a)The consrruc.rion of ushirika 
..Estate in rhe t9go,s where thesociery rost. abour tstrs. rzi mirion. rr.,. *i. of the houses courdnot realize the amount that was spent on their construction.(b)The creenfierd proi..i '*r,ur. 
sorne Kshs.267 mirion has beenpumped' The proiect is still uncornpleted and those that were to

ffi],*r;:rJr, 
ro rake possesion 

"r 
ir.,., pr",r. Another Kshs. r 20

( c ) r n ves,m ; ; ; f ';,Til n[::lTii: ;:il : ;r j[.,:,.,::,., *,.,,,,Limuru Road ano vituror'trr. *r,.i. 'tliu'so.i.ry 
has nor gorvalue for its money and also is incurring huge losses.(d)lnitiating proiecu'*r.,i.r',-.Ja'ro 

wirh hight inn.r.o cosrs, eg. the
fflTi:l::ffi:r:'ich has cost the 

'o.iltv over Kshs. rso mirion
tt':ff[i:]luln'ntial rnanagemenr resurting in high overhead costs
(f) Lack of professionarism in human resource management.

The above operarionar consrrainr have resurred in the forowing:
(i) Loans backlog of abour six monrhs.

(ii)Persisrent riquidity probrems which necessitared ro an overdraftfacirity of Kshs.2,o ,iiri", a1a wrricrr is costing the societyheaviry in rerms of interesr. tn zoor ii.'r".iery paio Kshs. 73.2million as interest on the overOraft facility.

(iii) Low staff morale and productivity.

(iv)MemOer apathy rowards the society.

The above has been compounded by a ross of some r 5,ooo membersduring the Civir service'[;;;.hrent progr.r*. rnaking rhe society

d

f

3
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to lose a lot money in terms of contriburions and outstanding loans
from the retrenched members. This situation has also adversely
affected the society's capital, liquidity and profiubility.

2"+ Orgrns of tlre Soclery

Harambee Sacco Society has established the following Organs which
regulate its business:

(i) Branch Annual Ceneral Meeting
(ii) Annual Delegates Meeting
(iii) Central Yanagement Committee
(iv) SupervisoryCommittee
(v) Executive Committee
(vi) Credit Committee
(vii) Education and Staff Development Committee
(viii) FOSA Committee

I
I

I

i

i
i
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I
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M{PT.EMENTATIOPJ OF ENQITER.Y R.EPSRTS

3.0 fisacrodu€tfiom
d
)'

Harainbee Sacco Society has had two inquiries since inception. Thesewere conducted in rg7g and 2000. However, this Inquiry Teamconfined irerf to the 2ooo Inquiry Reporr because it deemed the1978 Inquiry Report to have been overraken by events. Thene wasalso an inspection conducted in rgg4, *rri.r., reo m the appointrnentof a comTin]on in March, lggs, traiory a weet after an erection ofthe cEntrar Management committee had been herd. The commission
was hsaded by Mr. B.E. Akwara and serued for two years" lt was raterreplaced by an elected Committee in I 9gT.

During the fierd visits by the tnquiry Tean:r, deregates and members ofthe sacco expressed disatisfaction in the non-implementation oi'r*ioJ,recommendations that were made by previous lnquiries and Inspectiomteams and hoped that the current Inquiry Team,s ,u.o***ndations
would be implemented.

3.1 Tte lnquiry Report of Jume, ZOOO

Arising from rhe comprainr by members of the sacco on ffiembmanagement of the sbciety, the Government appointed an trnquiryTeam in June, rggg to rook into the ,frriru of the society. Theappointment of the Inquiry Team was contested in court by ,o**members of the centrar Management commimee, deregates and thethcn Generat Manager. The court however, rured in favour of theG-gvernment. 
.Ihu iociety paid a tomr of Ks'hs.4.miilion for the cMCoffrcials in rega! fees which was a ross to rhe society. Another lnquinyTeam was appointed in January, 2OOO

to undertakgj-lu task and presented its report in a special GeneralMeeting on l0h lune, 2OOO.

CI{APTER flrE

il
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J:r Ff;mdfimgs of ehe lnqufuy Tcem of 20OO

A summary of the findings of the report include the following:

l. Some sections of the by-laws were not in conformity with

existing Cooperative legislation and the former needed to be

amended.

Infighting within the Central Managenrent Comn,iffee was

rampant leading to poor delivery of senvice.

The top management was not rendering professional advice and

seruica to the Society. They took advanuge of the infighting

within the CMC to engage in unauthorized contraclual

obligations which cost'the society heavily.

Poor deployment and superuision of staff.

Poor maintenance of books of accounr and Other records' Vital

records such as Members Personal Accounts (MPAs), Assets

Register, Ledgers for individual clients, etc, were lacking.

The Staff took advantage to advance lhemselves loans a't t'he

expense of members. Their loan applicatioRs were progessed

immediately while those by members took an average of seven

months to process.

There was preferential treatment in loans processing'

8. The Society engaged in unviable investments leading to wasmge

of resources.

9. Despite receiving massive funding the eomputerization p,r"oiect of

the society was far from cornpletion and lhtle benefit had been

realized. Over Kshs.l 30 million had been spent on the Froiect

against an estimated cost of Kshs.49 rnillion'

I O. Too many signatories to the accounts of the society which could

lead to loss of funds. There were a total of l5 of them.

2

3

4

5
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I I . Heavy spending on consultancies, whichbenefits ro rhe ioci.ty.- io*u Rrms *;; ,#ffiJYril-r#l;the society huge sums of money ro,. non remirtance oi, furicrs

[fli]r,?i'rlrr'l'.?;gh thern and *r'i't' 
'**uniuo- ,*

l2' Engeging in unproductive ventures such as the identification cardproject which cost the society a whooping Kshs.2g mi*ion.
13. 

I:fl 
recovery of interesr on some toans which are creared rn

l4' Frequency,o,r cyc meetings and those of the sub-commiffe.oswerertoo high with attendant payment of sitting ailowances.

15' Money obtained as payment of rent to Harambee ptaze wastreated as the society,s income.

t 6' 
#::rffi;:r."u"ation or Harambee ptaza shares rrom rhe

l,l Retornmenditioris

*:rffil?"Tearn 
or 2000 made the fonowing recornmendarions,

By-laws of the society which are nor in conformiry with theexisting legislation should Oe amenAed.

staff' reorganization shourd be undertaken to have an optimumestablishment of 150 for thu-ro.iarr.

If.t.tTtt 
should form their own sacco ro reduce conflict o'

competent staff shourd be hired whire those who do nor meetthe requiremenr and expecmtions be replaced.

2

3

4.

2t



li The rnain acriviries of rhe scciety should he sepanated rlgT

Ehose Ehat are subsidiary, ie. site and seruice schernes, which.

shou!d be run by independent Comsniffees'

r
r
1,

i
-l

I

:

:rSome of the consultant's currentt)' hired by the society should be

ciispensed with. Those owlng the society funds should be smade

rr0 r.epay with an interest and those that have noc cleared their

tiabilities should not be allowed to do business with the society'

Theymayalsobeneportedtotheirprofessionalbodiesfon

?

i

;
I
i
1

1

ir
i'

i

t
t.

t

I
ti
,:

I

t

v

necessary action.

Mernber education should be intensified'

Members,FersonalAccounts(MFAs)shouldbernaintainedas
requlred bY the law.

The dismissal of Mrs' Grace M' Maundu' former General

Manager,shouldbeupheldduetohermismanagementofthe
society's affairs.

The computer Froiect should be re-evaluated to determine the

additional resources required to complete the proiect"

The current central Management committee and superuisory

Committeemembers(inJune2ooo)shouldbereplacedfor
mismanaging the societY'

Harambee Plaza shares should be separated from the society's

shares.

Harambee sacco should pay rent to the owners of Harambee

Flaza.

The management of Harambee

separated from that of the Sacco'

Plaza building should l:e

E

I

10"

11.

12.

13.

14.

5"4 The $tatus of ImPlctnGnadon

[nanaftempttoimplementtherecommendationsmadebythe}une,
2OOO rnqri,v Team,'the sacco drew up a work plan in ]uly, 200o.

ir
ll,

t{

&
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The status of some salient
Repon is as foltows:

recommendations of the 2OOO lnquiry

A Imeroductioae of Membels personat Aecourmts
a

s

t

This has not been done.

2. Computcdzatlom pnoiect

Retlonallzetiom of Stfr

This has not been done.

Sf,tc ard ScMcc Schcmcs

The Greenfierd project and most of the site and service schemesare yet to be compteted.

The society engaged a consurtancy to audit the projecr asrecomrnended by the Inquiry Team- However, the project hascontinued to be a.high ,on.y juzzrer. over rrrrr. r 50 mirionhas been spenr and anoth.r irr,r.+7 mirion i" il spent. Areasthat are computerized are e..ounu, Loans Department andFOSA. On the whole tt,. ,yrt., has not been integrated.

Strenghcnlng F|nandal Controls

These remain weak, arthough afternp* have been made to come

:i.#,'1, 
Financial and Proceauial Manuat *r.,iir, is not yer

3.

1"

5 o

6.

Colrtrol of the overdraft faclltty

It has continued to be a serious financiar drain on the society,s

IXXII;.No 
amempt has oeen ,roe to eirher do away with it or

23



V " Rchabllltrlom of lifts at Haregnbcc ?laza.

This has not been completed despite the Company engaged to
do the work having been paid upfront. The project has
considerably delayed in completion.

8. Membcrs' Educetlon

The soqiety lacks a comprehensive member education
programme.

I loans rGsovc4/I

(

I

I

I

t

r

;

i
I

i,
I

!
t
I
i

I
t
l

l
t

I
I

Although measures such as zero rating have been introduced
loans recovery in the society remain poor.

I O. Arscts rcgfstcr

An attempt has been made to create an Assets Register. A
consultant was engaged who is compiling the report wh.ich is yet
to be submirted.

I L Secco Std to cGesc from bclng Dlcrnbcrs of thc Sodcty

Delinking members of staff from mem,bersh.ip of th,e Sacco has
not been implernented.

12. Scpermlon of shercs

separation of Harambee Plaza shares from thosE of the, soclety
has been done. f

I 3. Payment of rent by the soclety to Harambee Plaza

This has not been effected.

14. Esabllshment of an lndependent management for Harambee
Plaza bulldlng. 

J

This has nor been done.

I

I
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I
I
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15. Slnklng Fund

The recommendation to mainEin separate books of accounm forthe sinking fund and to stop doubting of shares of deceasedmembers have been imptementuO. 
-' 

However, therecommendation for the society ro ,ppnor.h 
?] actuary ro srudythe fund and advise accordingry has not been effected.

I 6" Other rccommqrdatlons

ffi[-:l,jf rest or the recommendarions are yer rc be

3.5 Recommendatlon 
I

ln view of the poori record of implementation, ofrecommendations made by prrt tn,qriry i.;;;, this lnquiryTeam recomrnends rhat i, i.-rincfared',o n,l[.' forow-up onthe irnpfemenitation of the ,..o*r.ndations cohtai,€d in thisReporr a'n'd' rhose of rhe 2ooo Report. Tr* Team wourdprepare with rhe 
,cMc and M'anagemenr suff an imprernentarionplan which should, nor take or"i* if.trn tfnn.. ,...r."
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POLECY AND ["EGAE, FMAEfEWSR,K

4"@ Inrroductlom 
L
r

Kenya's long-term goals 
.and objectives since athining independencehave been arnong orher things *'r..ilniiviourr basic needs, poiltrcar

:l'J:h,fflr' Jign'iry, i';.4; ;;;'*1n,, disease, ignorance and

The Strategies that have been adopted to achieve these inctude: 
t* Creafion of income earning opportunities. ,

* conrror of rapid poputation growth through famiry tife education.
* Improvement of family expenditure.

* Provision of basic services such as education, health care and watersupply.

t Ensuring rurar urban batance through District Focus strategy andprovision of an enabring environm.ni .irorgh retevant poricy changesb enable the private sector ptay a leading role in the economicdevelopment of the country.

cooperative societies were viewed as appropriate vehicles to foster theSocio-economic devetopment of tfr. .ouni,v]'

4' l The *ro*11^ 
:1.-11., 

co-operative movement dares back ro pre-independence days when rhe !!! .o.op.r.iir., *.r. registered underthe Cooperative Ordinance ( l93l ). Th;;; were mainly agro-basedand were speciflcally promoted to enable *ti,u settrers in the so-cailed"Whire Highlands', ro selt their cash ;;;;r. ln lg+5, anotherordinance was introduced and for the niriiimu indigenous Kenyanswho had hitherto been barred from fo*ing or ioining co-operatives
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were allowed to grow cash crops like coffee. At independence, there
were one thousand and thirty (1,030) co-operative societies with a

turnover of Kshs.l00 million.

After independence, the Government took an active role in supporting
the movement. Kenyans were encouraged to engage in economic
activities in order to build the nation. tn 1966, the Co-operative
Societies Act cap 490 of the Laws of Kenya was enacted. The Act
enabled the Government to be involved in the day-to-day activiries of
the societies. Registration of other non-agro based co-operatives was
also encouraged. These included Savings and Credit Co-operative
societies and Harambee was one of the very first SACCos to be
registered, in February | 97O.

ln 1975, sessional: Paper No. l4 on Co-opcratlvc Development Policy
for Kenya was published in which the Gorcrnmcnt stated its continued
recognition of co'operatlves as vltal lnstitutions for mobilization of
natural, human and financlal resources for national developrnent. The
growth and development of co-op€ratives has enioyed enorrnous
governmenr support. This support ranged from actuat budget
allocations, sourcing artd channeling of donor funds and technical
know'how to co-operatives, closely guiding and supervising the co-
operatives in attendance with the provisions of the Co-operative
Societies Act Cap 490 and the'Rules, thereto.

The above Act stipulated stringent government controls and
supervision. As a result many problems related to over-dependency
were observed and were seen to hinder the emergence of member.
controlled, nrenrber-managedi self-reliant co.operatives. Members had
conle to heavily rely on rhe Government to assist them in curbing
rnisfrerragerlrent of their funds and, other resources. lt empowered,the
Go'iernntent tlil.ongll rh'e following functions:

(i)' Co-operative" Policy and' lnrplementadon

(ii) Co-operative Registration,and Extension,services.

(iii) Accourrtirtg and Auditing for Co-operative Societies.,l
t

(iv) Co-operrtive Education and Training.
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(v) Co-operative Credit and Finance; and

(vi) Supervision of Co_operarive Bank.

The above scenario lasted untit the rate eighties when the covernmentgradually reduced ir involvernent in the O,cooperatrve societies. 
. 

iiarenoraers Jn ;? [:"HrrffJrf,.I:ilJl
;:::,:Hi fl ,'rl J lif:'i, i.$;itie, 

tr,i t-. ui* rn,t.d i n th e roim, r, tio n o r

4'2 This policy paper was forrn'ulated in line with the current NationarLiberalizatio-n Poticy, which stresses a Free Market Econorny anddivesture of Government from private business enterprises. It createda new rerationship between_ ffre cor.rnrent pnd the co-operativeMovement. The resuruni un"., oi ,t i,'i.liu.,rring was intended tornake co-operailves autonornous, serf_reriant, serf-controled andcommercially viab'le institutions in line wiur ilre internationaly acceptedco-operative values and principres. Th; ;;;n objective of the poricywas to consolidate past achievernents in this sector so that the Kenyanpubric courd continue to benefit rro, ttri, r; of enterprise.

Arthough the Governrnent is. no longer invorved in the day-to-dayrnanagement of the co-operafive ro.iui.r, 
'ir'i, 

inr.rested in a trealthygrowth and deveropmeni of co-operatives incruding the provision ofadequate legistation. Furthermore, the government is also concernedthat a, stakeh.orders in *-op.rr,ives, incill;;; ,.rbers and credirors,are adequarcry prorccted. The ior.rir.ir,, rote has now beenreduced to include the foltowing functions:

(a) Registration and riquidation of co-operafive societies.

(b) Enforcement of the Co-operative Socieries Act.
(c) Formulation of Co-operative policy.

(d) Offering Advisory Services and Creating an EnablingEnvironment for Co_operative CrJwth and Development.

29
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(e) R.egistration of Co-operafive A'udits'

(0 Carrying out ot'inquiries, lrrvestlgatlons and lnspecdons"

fhe reduced role of Governmen[ !n 'r.he co-operative sector created a

eie *r.,i.r., could not be readily filied by pnenrbers. [n most cases

mernbers were not adequately equippeci with the technical know-how

to manage these lnstitutions. The sessional Paper has in this- regard

outlined a comprehensive educational and training policy for the

movement. In i nutshell, the Co-operative Education Folicy focuses

on specific organs of the societies as follows:

(a) At membership levet, Education Programmes should aim at

developing an informed and loyal membership with rights and

responsibiiities of members clearly spelt-out. The need for members to

elect hone*, ,.rponiiUf. ,na informed leaders of the Society should be

given special emphasis.

(b) Education at commiftee level ought to focus on the co-operative

as an organization. The core business should be defined as iS ongoing

mission while .n ctir. and efficient delivery of seruice to members

must be prioriti-zJ. fn. committees are expected to portray good

leadership anO .r,trepreneurial skills. They are also expected to instill

discipline and demand results from the employees among other things'

(c) At employees level, society Management is required to recruit

relevant staff from the rnarket and carry out on'the'iob training to

equip them with skills that are aimed a.t enhancjng their performance'

Long-term training is also recommenOeO where there is special need'

The main institution that is recommended to carry out Co'operative

Education is tne Co-operative College of Kenya, which is expected to

continuatly design tnd dt"lop training programmes that address the

needs of the co-operative movement'

4.

t.

I

l*,
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4,5 Go-operatlvc Soclcttcs Act Ho..I Z of lgg|

In order to regarize the riberarization process 
.in the co_operadve- rnovemenr and to imprernent sessionai tro., rur. 6 0f tggl, theGovernment had ,o ..rir.-ttre cooperaiir!'so.iuties Act cap +90(1966). The new a.i nri.ry, coop.ffi; Societies ect No. t2 oft997 came into op.ir,ioi"on lst lyly-iiqg under trre assumprionthat rhe co_operarive M;;.T::, ;i};r,ri.,.norsh to superuise andmenage i*erf' The main objective 

"rrrn.-a.t,was_,o democratize andprofessionarise the rnrnrg.nient of c*p.rriiv,e societies by rnakingthern autonomoutr rn.*ber controlled, ielireliant and comrnerciallyviabre and to ensure tr,ri trr.v ,o..irJ"within the internitionaltyacaepted Co-operafive principles. . il;;., *r, also intended to;:[.j:X':[ i;ttr ;,[T l,i,.t, 
ove*i,.' .otoperadves by rernoving

,#H*,tr:ffi r H.*i: m : :ill*r#ili ,ffixuil*
(a) The reduc-tbn.gl po-wer1:f the Commissioner, which made him

;;IJ:'fl?:f1;].to, ir,. g.o*tr,"';;;' oeveropm;;;.-; co.

(b) The introduction of the office of the Registrar whose dutiescomprise of rhe following:

(i) Co-operative registration and legislation

(ii1 carrying out inguiries, inspections and investigation
(iii) Registration of amendments of by_laws

(iv) Enforcernent of the co-operative societies Act
(v) Liquidarion of Cooperarive Societies.

(c) The inroduction of the inrcrnationar co-operative principres

Xltkr'ff-:;ffi[]ai ttre 
',;u-;;'iniuouo in the by.raws

:I
.t
,l
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(d) The establishment of the Co-operative Tribunal to handle'

disputes concerning the business of a co-operative society.

By introducing the new changes in the Act and allowing society

menlbers to decide their own destiny the government had hoped that

the management of these institutions would in turn behave responsibly.

Unforrunately this was not the case. The new development witnessed

some unscrupulous conlmittee members engage themselves in outright

embezzlement of society funds, illegal practices, nepotism, non-viable

investnrenB, clinging to office and wrongful dismissal of society

entployees.

4.+ Obscrvetlons rnd FlndlngP

The Teant obserued that:

(i) Haranrbee SACCO has been able to operate well within

Sessional Paper No.l 4 of 1975 on Cooperative

Developnrent Policy for Kenya by enabling iS members to

save and create a pool of funds from which they can

incliviclually acquire credit. However, its continued

divergence front the core business by investing members'

fundi in non-vi.rble real est3te propenies does not augur well

as far as ptentbers needs are concerned. Lack of meaningful

retunls on these investntents has denied them a lot of

seruices and other benefits.

Haranrbee Sacco has been hit hard by the effec6 of

liberalization with the withdrawal of Government

involventent in the day-to-day nlanagement of the'Society'

It has largely ignored sonle of the co-operative principles

nanrely: Education, Training and lnformation to members.

Mentber interviews carried out in the field by the lnquiry

Teanr clearly dentonstrate this anomaly. some of the

nostalgic utterances heard were to the effect that "the

Governntent has ignored us". This is an indication that the

member" are not ready to be pan of the existing autonomy,

self reltance and self help culture that is typical of the

liberalization process.

(ii)
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(iii) There h'aE been a high turnover of rnanagement cor. r,..nrembers in Harambee secco in , bid ro instiri imanagement in rhe Society. Complacency anii !,,i,effective and efficient derivery or s..i.e to mernhpi-, ;:!,: .

order of rhe day. Atthough'ure covein;:;ffi;il 
,,u,:,,,rhat co'operative staff shourd oe , recruitea fi-o;ir ili,i: l

marker, the pracrice of neporirn.,- fr 

-;;;;;r,;:,,,1'rr,,l
SACCO. 

.- r q,rrHcutl lti i-.7. ,

(iv) observations by the tnquiry Teanr revear that Fr*..ai.i, ,sAcco has endeavored to emprof a number of pi-e_r:ressi,,i:r,staff ar higher tever 
1nd i.piov.o them in rerr;r.!i:,i ::departments. However, the techni..l arpurrise is gurift _;:. ,,;not ucirized by the managemenr r,omrnittee which i;ri:..technicar know how 

. 
to adequr,-1t, interpret fepcir..".rconrracrs and orher information'reraring to the sACetl :various acdvities and op,erations. An exampte ef .i!1:1:inadequacy is che fact thac the various comrnittees ii,,], ,,entered into cerhin contracts and terminated others uri.rr, .:,,fu*y ,ndersranding the legar impriciiions of rheir acrici:.s. i.is not clear whether they ar.e fulty advised or not.

(v) Malpractices, such as enrbezzrement of firncrs, iirer,,practices, nepotism, etc-. were ctearly observed in Harain{rr:sACCo by members of rtre lnqrirv'T;. Indeed, Srli*' ,.:,the marpractices have arnrost become institrtionarizecl i,r ir .extent that a section of committee members hal.e cr:rrti,ri,cornmitring thern wirh impunity.

Rccommcndetlons

The lnqulr] Team, recommends that:

(i) The Har:arnbee sacco readership shourd updare pspif;q; r 1:..the liberalization process especialty wich regard 1:i) ,government's rore in the deveropment oF ttr. ,ri*n-,.n,.
(ii)Member:s.ofHarambeeSaccoshouldbesensiti,redCi.

need to elect men and women of integrity as z ;.;.,.r,,' 
curbing mismanagement of their funds.

33
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(iii) The Committee should not oke for Sranted members loyalty '
and their sense of ownership. Delivery of quality seruices and

products should be seen as a marketing factor.

The Sacco Leadership should also refrain from the practice of

nepotism as this breeds indiscipline and lack of

professionalism.

It is recommended that the provisions of the Act be adhered

to in order to curb malpractlces such as embezzlement of

society's funds.

(iv)

(v)

34
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5.@ lmtroduetlosn

EHAPTER V

E{ARAMBEE SAECCI tsY-LAWS

Harambee sr..o n[, amended_its by-taws ,*ice since the co-operafivesocieties Act was amended. The nisl ,r.ra*.nr was done in r gg8under the Chairmanship or grigaaiu,. s.iu*. In August, 2001 theManagement Committee IeO O, ,r. Cogo.rlro .rrried out a seconcamendment. A section of the mernbers rrr, .rpr.ssed dissatisfactlon iirrhe manner in which the ,uiono am.nor.;#;, done. Member-s ofthe lnquiry ream were informed tr,.r rt,ii;;.;;;r. was done ha,rniedrywlthout active particlpation from the grass root.

The Inquiry Tearn has carefutty scrutinized the two sets of by-raws urrtxra view to harmonizing mem *it trru- ioloperative societies .Act

H;li,,l!H:1.:T:f::f,ive socieri., n,JL ( r ee8),nJ-,r,* c*-

i"il;r:f 
the sarient bv-raws recommended for amendrnenr are as

I " By.Iaw S on investnaemt

Investment was praced before the core business o' the socie.qo,which is savings and loans. It shoufO U. Lrsr ro prioririze thecore business of the society.

2. By.law 6(h) om obfectfues (Educatiom)

[r:r,H:"- and does nor cove!. a, marrers pentaini*g 
1:,r]

3. By-Iaw g(a) (lE) on Commos! Bomd

IT; ffi:ffJ,i;: 
be decided Lrv the Annuar Deiegates Meering

2<
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Ey-taw 16(e) on Member's Obllgetion

The member is not bound to panicipate in all proiects of the society'

Recommended for deletion'

By-laws 17(a) on Memher's Fersonal Account

tt is a requireinent that every member receive periodic statement'

By-[aw t 9 on Spouse, Family Members and Employccs

They should not become members of the society unless they belong

to the common bond.

By-law 38(a) on Branches and delegrtes

Number of celegates and branches should be determined by the

Annual Delegates Meeting.

By-law 42 on voting durlng ADM

Add 42(d) to provide that voting at the Annual Delegates Meeting

shall be done bY secret ballot'

By-law 46(f) on Expulsion of a tdcmber

The Central Management committee has n'o powers to expel a

member. lt can only suspend'

By-law 47 (b) on clectlon of Cl'lC l'lembers

lntroduce election of cMC Members on a three year rotarional.basis

By-law ,t8 (n) on krdemnitr 
t

A,mount of indemnity to be given b.y the Annu,al Delegates Meeting

resolution.

12. By.lew 49 (o)

6
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The CMC should establish a controlling c

promotion and discipline for all staff.

riterialon staf.f recruiment,
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By-law 80

Add to provide that no member of the central Management
committee, supervisory committee and staff should engage in
business with the society either directly or by proxy.

By-law 83 (l) (e)

Should be deleted as it is nor practible.

By-law 84 (c)

Should be deleted as it contravenes the loans policy.

Recomrnendationt

The lnquiry Team recommends that the amendmenrs proposed in Appendix
Xl be incorporated in the by-raws of the society to conform wirh rhe
requirernenr of the cooperative society Act, Rules( l99g) and the
Cooperative principles and values.
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CHAPTER VI

OR,GAN ISATTONAL STR,UCTU R.E

6.0 lollcy and Declston lrlaklng Stnrccure

6.1 lntroduction

The society's organizationar structure has two componen$ namery:-

Decision making and policy structure
Operational structure

The sacco draws the burk of its rnembership from a cross section ofcivil servan$ in rhe office of the president. ih. .orposition rangefrom lowest cadre to the perrnanent secretaries. However, virtuafiy a[mlnistries and a few parastatats do provide members to Harambee.

Dcclsion Maklng and pollry Structure

6.2.1 (a) Members

The General Membership is divided into l5g branchesestabrished country-wide. Members in the branches areexpected to hord rneetings and deriberate on running theirsocietv. Thev make resorutionr *rri.r, iii;;;.. ADM decisions.

6.2.2 (b) Delegates (Branch Offtcials)

Members in each branch elect three delegates namely Chairman,Secretary and Treasurer.

6.2.3 Annuat Delegates Meetlng

This is the supreme authority of the sociery comprising ail branchdelegates. The by-raw provides for a maximum of 500 deregates.Among the functions of the ADM as provided for in the cooperativesoclety Rules No.24 and Harambee sacco By-raw 46 areas foflows:-.

(i)
(ii)

6.2
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' t! Electirrg nterrrbers of the CMC and those of the Supervisory

Comnrittee;

Management of the Societies funds

Preparation of budget for ensuing financial year

Approval of loans and effecting their recoveries;

Ensure accurate maintenance of records of the society;
Recruitment of staff of the society, interalia
Recommcnd interest rates on loans from time to time;
Lay before the ADM a balance sheet and final accounts together
with proposal on disposal of net surplus, if any.

Act upon all applications for membership.

t
I
I
:
t

i
I
:

I

I

I

I

I

i
I

r, Appointing an Auditor for ensuing year;

f lll Receiving reports from CMC, Supervisory Committee and

other Committees of the society;

,.r,,) Considering Auditors Report;

i'ri Approving the Budgets;

i.,!) Transacting any other general business of the society.

'l'h'us, any maior policv decision affecting the society must therefore be

ai-ri.horized by the ADM.

r eentral Management Committee

i'[iil Central Management Committee has eleven elected members

cillnprising of Chairman, Vice-Chairman, Treasurer, Honorary

Secretary and seven others. They are elected from among the Nairobi
,telegates during the ADM. This organ of the society is charged with
,;ire responsibility of formulating policy and decision making on a day

to day basis. The functions of CMC as provided for in the by-law

$.le;.49 are:

,.i \
\r,t

iii)
(iii)
,!v)
i r,)
(iti)
(vii)

(viii)

It
C"urrently the Central Management Committee has seven members

since four remain suspended due to a court case which they are facing.

:
I
I
i
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6.2",9 SupeMsory Committee

6.2.x

The superuisory commitree is esrabrished under by-raw No.72. rt iselected by the ADM and ac* as the principar *r,.r.,oog of rhe society.ln this regard, it is chargeo with ,r.'u i.rponrioiiiiv tr ensuring that theManagement cornmimee observes the various poriiiu, of the sacco inexecution of its duties. r'vrrsrLJ L'r Lrrtr ,o.ao 

,Sub.Commlttees f

The current society's by-taw provides for rhe formadon of four(4) sub-i committees for the purpose of efficient ,.rnning of its business.However, decisions rnade in those sub-committees shourd be broughtito the CMC for ratification.

Execudve Commiftee - comprising of Chairman, VicJchairman, secretary and rreasurer tasked with deating withurgent matters requiring irnmediate decision.

credlt committee - tasked with the responsibitity of approvingloan applications and ensuring that repayment is effected;

Education and Staff Development Committee _ tasked roundertake member. educaiion, s.,ff training, dissemination ofinformation, formuration of persorner poriciL and disciprine ofstaff, among other duties.

FOSA Committee ' Estabrished ro oversee and direct thebusiness of Front office service Rctivity which is a new productof the sociery.

(

iii

)

(ii)

([v)

)

6.3 Qbseruations and Findlngs

) Most members of Harambee Sacco are not wert informedabout the affairs of their society and tack sufficienteducation on Cooperative matters.
There is generat apathy among members towards activitiesof the society;

)

4t
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(iii) Active participation of senior cadre in the affairs of the

society is low;
There is general perception among the lowest cadre of

s13ff that the society belongs to them since they initiated

it and hence their high panicipation;

Branch members registers are not well maintained; as a

result election of bonafide Branch officials is not

guaranteed;

The Branch meerings are not regularly held and this

reduces nrentber participation in decision making;

The docunlents related to ADM are not sent to delegates

on time to scrutinize them;

There is no clear delineation of duties bemeen the CMC

and nranagement staff leading to confusion;

The Supervisory Comn:irtee lack the necessary clout to

intervene in stopping mal-practices that it detects in the

society;
There are too frequent meetings of the CMC sub'

comnrittees and Adhoc Committees. This does not allow

sufficient time for implementation by staff besides

unnecessary cost to the society.

All decisions made on behalf of CMC should be ratified

by the whole CMC.

(iv)

(v)

(vi)

(vii)

(viii)

(x)

(xi)

(xii)

E

I

n

6.4 Recommendatlons

The lnquiry Team recommends the following:

(i) Members of the senior cadre should take keen interest in the

Management of the Society. ln this regard, Heads of parent

ministries, Departments and participating State Corporations

should impress upon senior staff to fully palticipate in Sacco

activities.
(ii)Branch officiats must ensure that all necessary records are

maintained in accordance with the by'laws.

Branches should hold their meetings regularly as stipulated in the

By-laws and copies of the minutes should be sent to
headquarters.
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( iii) Provinciar cornnrissioners, District Commissioners, commandingofficers and Heads of Unirs which rorm oranches may assume

*;:"'r 
of patrons of their respective branches, if members so

(iv)upon erecrion ail CMC members shourd be inducted to equipthem with rhe necessary skirts in decision-making, financiarrnanegement and credit adminlstration.
(v)The supervisory commirtee shoutd be [trengthened to srop anymalpractice derected and if need ou ,-fpori"io' mu appropriateauthority for further action.
(vi)The Centrar Management Committee and sub_committeesshould hold meetings as follows:(a) cMC, Credit and FoSA ar mosr 4 times a month.(b) Education and staff Deveropment and Adhoc commitrees armost2timesamonrh.
(vii) Atl decisions made on behalf of CMf should be ratified byrhe whole CMC. r- -"--'

6.5 Operational Stnrcture

6.5.1 lntroduction

In order to perforrn the duties stated in section 23 to 2g ofCooperative societies Act. No.r2 of rggT the sacco has recruitedsraff tocaring rwo hundred and sixty two ( 262). The .nrir. opurationsof the sacco are carried out by the above workforce. The staff aredistributed to several functional units which are answerable to theCeneral Manager.

6.5.2 OffIce of the General Manager

By-law No.62 of the sociery provides for the appointment of cenerarManager who shail be the chief Executive ina su.r.tary ro the cMC.His duties and responsibilities include:

(l) To generaily advise the Managemenr committee and imprementirs policies and decisions;(2) To supervise the work of att the staff and ensure that thebusiness of the sacco is conducted in a proper manner

.iu

i
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(3) To ensure that proper and accurate books of accounts, records

and returns are kept and that regular financial, statistical and'

operational information is prepared and submitted to C.M.C.
(4) To be responsible for the security of the funds and assets of the'

society
(5) To ensure that all rent, rates, levies and debts due from and to

the society are paid by their due date(s)
(6) To implement recommendations set forth in the audit report

and those issued by the Supervisory Committee
(7) To ensure there is Liquidity to meet Loan demands, savings

withdrawal and operating expenses interalia.
(8) To ensure that all statutory contributioni and dedications are

correctly calculated and that all amounts dUe and the necessary

returns are submitted by their due dates.

6.5.3 Dcpartmens

There are a number of departments that report to the General

Manager and handle various functions. These are:

(a)
(b)
(c)
(d)
(e)
(0
(g)
(h)

Human Resource and Administration
Finance and Accounting
Loans

FOSA
Legal

Public Relations

lnternal Audit
I n formation Technology

J
I

6.5.4 Obscrvetlons and Flndlngp

(l) The Society does not have an approved organization structure chart.

This may indicate existence of informal relationships in the working

environment.

(2) The exisrence of communication problems in the society rnay be

attributed to lack of a well defined reporting structure.

t
1

(3) lnterference by detegates in operations of the society is an indicailon of

a weak organization structure.
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. (41 Disciprine, coordination and superuision are compromised as a resurt ofan ill-defined structure which does not aflow the Generar Manager roexercise his responsibilities.I

l'

; (5) The Registries are handling all files relating ro loans, administration andi pe:'sonnel' This situation teads to confusion, .onseqrurirv missing files, and delay in acfion. 
9,

IrI
i (6) The Department of Human Resource has been weakened and itsI functions transferred to Education ,nJirrrr committe.. tr,i, situationi is not desirable as ir aliows for interference.

5.5.5 Recommendetlons

The tnquir) Tedn recommends the foilowing:

( r ) The sections that provide services that are subsumed by a,Departmens of the society nr*uiy legar, inrernar Audit, pubricrela,tlon and inforrnafio.n technology should come under theCeneral Manager.

(z) Estabrishment of a procuremenr Depanment

(3) Establisftment of A,dnrinistration Departrnent go deat withnilatters of securtty, Transport, Registries and Investr,nent.

(4) The Human Resource Department rc be an lndependentdepartment dealing with personnel mafters which wilf includesta'ff developrnenq discipline, exi't, placement and emolumen*.

(5) The socieqr shoufd separate lts registries into rwo, one handlingroans and the other hardring l,crinirtr.,iu. ,*o personnel
rna$ers.

(6) The functions of the Fluman Resource Department shourd berestored and the Education and staff committee stroulo confineitself ro poticy decisions. _
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(7) The society shoutd introduce custonler service desks to guide

nrembers with inquiries.

(8) Training of staff on public relations and custo;iler care should be

intensified.

The society shor-rld introduce suggestion boxes et convenient

points wirhin the Headquaners'

r

!

i

(e)
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CHAPTER VII

TIODE OF R,EPR.ESENTATION

7.A lntroduction

t The Co-operative movement thrive on the principle of democraticI conrror which "requiies rhat ir affairs aie administered by personselected or appointed in a manner agreed by the members andaccountable to them". ln the exercise oi such duties, the leadership isentrusted with- funds, resources, records, assets for which it is heldaccountable' The realization of the socieiies' vision, goats and growththerefore demand commitment and skiils of those who are ptaced in

r 
,he positions of guiding the societies, potieies and acrivities.

' The success of the organization thus depends to a great extent on thecompetence of the leadership. However, a search for the idealquarities of the readers is one qrur,ion whire the structure andenvironment in which they operate is another. It is thei.foru, theconcern of the members of rhe Harambee sACCo s";i;;; that theidea of accession to readership be reviewed in terms of standardguidelines, conduct and competences. tn this respect, an amempt ismade to examine the various structures 
-'of 

leadership within thesociety.

7.1 The structurc of Represenatron rn Harambee sACCo socrety

7.1.1 Member

The member is the backbone. of the sociery. The cooperative societiesAct, No' l2 of 1997 provides for tr.|. qr;ification for membership ofa cooperative society in pan v, sections 14, 16, 17 and lg. TheHarambee sAcco by'laws Noi. a to l4 incorporate rhe conditionsunder which a member can be admitted.

section l9 of the Act provides members, rights and obrigations. rtstates that "Each member of a cooperative society shall have one voteonly in the affairs of the society, irrespectivu or inu number of shareshe holds". This gran* a member the right of serf-representation, in

L

x

':il

...t:
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expressing views and taking decisions individually and on own capacity.

Section 2l elaborates on members' physical participation in all

meetings; "to be elected to organs of the society, subiect to its by'laws

and to obtain full access to its facilities and information".

Members however, are not organized but act individually in
expectation that the aspirations and needs will be met by the society.

At this point, nrembers communicate their interests to the branches

and expect appropriate responses on matters of loans, personal

accounts, societies financial performance, by-laws, shares, dividends

and all relevant activities pertaining to the SACCO.

7.2 Flndlngp and Obselvetlons

The tnquiry Team found that there is high level of apathy brought
about by the following:

(i) Dividends are not declared consistently and when so done,

are comparatively low.

(ii) Share value of Harambee Plaza do not appreciate.

(iii) Processing of loans take too [ong.

(iv) Sinking fund payment take too long.

Correspondences are not acknowledged by the SACCO,
compelling members to travel to Nairobi to follow up their
issues.

(v)

(vi)

(vii)

The integrity of leader:ship was wanting in both branches and

CMC desplte frequent changes.

Participation by members in electing appropriate leadership

attracted very little interest.

7.3 Branch Annud Mcetlngp and Rolc of Brench Oftlclds

By-laws Nos. 36, 37 and 38 create the branches and extend powers

to them over representation through the branch meetings. This is

48
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essenfia,y the first formar structure that brings members together roexpress their views and to participate. r, prrrlurarry ailows them toelect the branch officials who are assigned duties ind responsibilities toserve members as provided under by-raw No. 3g. They arso use rheforum to rnake recommendations for consid.rrrion by the CentralManagement committee and the Annuar Generat Meeting.Significantly, the arrangement arso estabrishes the Deregate system as itprovides that the "branch deregates shafl be the sore representatives ofthe branch to the Annuar or sieciar cenerar Meetings,,. The rneetingtherefore seryes ,o mobirizu rnd articurate member interests.

7.4 Flndlngs and Obseruatlons

7.4.1 (l) Brandr Reglsters and other R.ecords

It was obserued generally, that the branch officials do not maintainBranch Registers of mem6ers and other records. officials announcedapproximate figures to the rnquiry Tearn but dio not produ;';;;.*registers' They gave excuses, particularly citing the transfer cfmembers as main cause for inaccuracy of records. This is a seriousmafter and a show of negligence of jury. This weakness has severalimplications to the manag.r.nt of the society. [n view of the above,the elections of branch ofri.irl, may have not been carried out fairtysince non members coutd have also participated. lt also raises the issueof inequality of representafion as ii *outo- be possible that a branchwith ress than three hundred (Joo) ,uro.r, with three (J) deregateshave similar ffeatment as those wiih more 
-members 

due to fairure todetermine the actual number of members.

-t.4.2 (ii) Branch mcetlngs and feedback

r Meetings are not held regutarly as required.

o There is no proper feedback to members by the branch on issuesdecided.at the ADM or CMC.

7.5 Anrtual Delegres Meetlng (ADM)

Rule No. 23 of the cooperailve societies Rures, 1ggg, estabrishesAnniral cenerat Meetings *t,ir. Rure 24, expounds on its duties. The

':'i,.t!

t

t

t:i
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Harambee sAcco society incorporates the provision in by-laws Nos_.

39 and 46. The ADM is the supreme authority. lt is constituted by
the Branch Delegates who are drawn from the branch annuat delegate-s
meeting already described above.

The ADM has wide powers and duties as outtined in the by-taws
These may be grouped into five (5) as follows:

Approval of expenditure

Disposal of surplas

Election of members of the Centra! Management Comnrittee and
Supervisory Committee and their tenure of office.

Deciding on membership admission and termination of the same.

Approval of the By-laws.

Direction and superuision of the Central Management Committee

o

o

o

a

7.6 Obscrv*lons and Flndlngs

(i) P.rtlsn Bclranlour and Dlsordcr

The lnquiry Team found overwhelming evidence that the meetings
are characterized by shouts, boos, jeers and partisan officiating.

(ll) Menlpulatlons

(lll) lnadequate Preparation for effectlve dlscuslon of Audit Report
and Budget Estimates

The ADMs deliberately commence late, restricting profluctive time.
Critical agenda items are rushed through adopt'ion without
exhaustive discussion.

The delegates do not receive rhe necessary docum;nu relating
to accounts and estimates in time. This is deliberaftly designed
not to accord subsuntive issues the emphasis required.
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(iv) portrcs of Elcaro,o .o ccntrar Managernent c,omnrfttcc
It is arso observed that the centrar Management cornmittee in
particutar and ,n. 

..q:,.*:;; 
.;;, 

g.nurrt are much moreconcerned with the succession ererneit than with the probtemsthar face the sAcco. ir,.r.'-ir' ,n,u.n1g power struggre roadvance on individuar inter.ir. 
-ril. 

ambition is to oicu,y rhe;:lH;.,llf ,#,.ffj:1yl;;ir;;,, 
,i,,1= 

i.g,ti,. n,oii.i,y . the

:.7 Observadons and Flndlnes

The forowing issues on represenhtion are of concern tomernbers: . ir, \Jr-lLdu(It are or conc

(i) R'cotrrctron of c.omnrrttcc to Narrobr dctcgetcs

The by'raw^ No.47(a) is perceived ro be biased, discrirninatoryand promot.r ,r.gnarization or ,piouniry oetegates in view ofthe fact that the setCo i, , .orniilioe organization.
(h) Ellsfbility of Membenhlp to the Commlttee

Altnough basic requiremen$ are 
.provided, they are notsufficient to describe ,rr. ii.l lanaidate, ,o be etected into;ff;:trti. This roopr'or. r,r, b'u.n u*proited reading ro poor

(lll) Abscncc of Elcalon proccdurcs

The preselt 
. Fractice is that nomination is done on the floor onrhe day of the ADM. ir,g .g.ri.;;;;;s adequare fime toassess the candidates credib-ility. fr,.:r."jr. no proper vettingcriteria to take into accouniaff important areas.

(lv) Rcprcrcnetlon of St kclrotdcrr

It is observed that the rarge s*kehorders, namety FrovinciarAdministrarion, Depanmeii or 0.r"n.., aiminisrration porice
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National Youth Service and Kenya Police contribute over eighty

per cent rentittances to the society every'nlonth as follows:

Departmant I'lonth Amount Membershlp

OOP Hqrs.
(including Prov.

Adm., Adm.
Police, NYS.)

June 92 56r 620 3l 510

Department of
Defence

J une 90,000,000 23,500

3. Kenya Police June 40,033,869 1 1,000

Total 22 595 89 66 ooo

Out of the total of Kshs26O,OOO,OO0 remitted to the society monthly

the major stakeholders contribute Kshs.222,595,489 which is eighty

six (86) per cent of the total remittances made to the society' If fair

representation was adopted, particularly on the basis of one CMC

member to repl'esent Kshs.20.ntillion, maior stakeholders would be

represented as follows:

I

2
3

4

Office of the President

Departm.ent of Defence

Kenya Police

Others

- 4 se.tts

- 4 seats
- 1 seat

- 2 seats

lf representation was applied on the basis of membership, each CMC

member would represent 8,1 89 rirembers. Representation in the

CMC would be as follows:

Commlttec ;

Irfembcr3 .
Approx.96MembershlpNo Mln,/Dept.

4

3

31,510

23,500

3 6

I
3

1

26

OOP (including
Prov. Adm., Adm.
Police, NYS.

DOD

I

2
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3

4

Kenya Police I 1,000

Others 23,Ogo

Toral 90,000

R.ecornmendatlons

(l) Introduclng procedure for
Meetlngs

l. Provincial Adrninisrrarion
2. Depanrnent of Defence3. Kenya police

4. National youth Service5. Administration police
6. Others

orderly Annual Gcncral

- 2 seats
- 3 seats
- I seat
- I seat
- I seat
- 3 seats

26

7.8

t
r'

(il)

(iii)

This by-law shourd be repeared .rnci ire repraced by one detairingthe procedures which conForm- ro standard norms of hordingmeetings and elections.

Electlon pollcy

A by-law shourd be introduced ro provide for nominationprocedures and rures. This shourd incrude time irame betweenthe declaration of 
.the .rnoial.vl various vettings and the mannerof campaigns, rogistics, offences and penarties as proposed inparagraph 15.1.

Conslderatlon of varlous Sakeholders

The problern of narionar ourrook and institutions with targestakes should be addressed adequatery. rn recognition ofthe principle of one man one vote, irrespective of theshareholding, the lnquiry Team 
' 
,..o,irends, rhatrepresenration be based on membership distribution whichtranslates to the foilowing. '.'r
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CHAPTER VIII

BRANCH NETWOR,K

8.0 lntroductlon

Harambee Savings and Credit Co-operative Society[is a countrywide
SACCO drawing its membership from mainly amonfi Civil Servanrs in
virtually all Covernrnent Ministries, Departments and Parastatals. The
predominant catchment areas are however, Office of the president
(Provincial Administration), Kenya Potice, Adminisrrarion police,
Depanment of Defence and National Youth Service. At preseht the
society has an estimated total membership of about ninety thousand
(90,000) members. 

i8.1 Branches

The society, due to its country wide operations and size of membership
is organized into one hundred and fifty nine (l 59) branches. : Nairobi
Area alone has fifty four (54) branches while the other seven (7,)
Provinces constitute one hundred and five (l05) branches. The
esublishment of branches is meant to facilitate representation at
Annual Delegates Meeting: as each branch is represented by three (J)
delegates, and at the same time bring services closer to members. iti.
total number of delegates countrywide is four hundred and seventy
seven (477).

8.1 .l Crlterla for Branch Establishment

Branches are established based on the criteria of one delegate
representing.'three hundred (ioo) members or part thereof, as
stipulated [n the Society By-law No. 3 7(a). Other guiding criteria for
setting up branches include geographical location oi members,
proximity in terms of location within same building and ministry or
department un iqueness.

1

i
I
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8.1.2 The Role and fundlng of Branch offlclals

Each branch has three (3) delegates who comprise of Branch Chairman,.

Secretary and Treasurer. These officials are assigned the following

lunctions as stipulateci in By-law No. 38:

(i) Represent the branches to the Annual or Special Delegates

Meetings.

(ii) Conduct branch elections.

(iii) Approve Emergency Loans in total compliance with the

Harambee SACCO loans PolicY.

(iv) Reconrntend norntal loans to the Headquarters.

(vi) With the direction of the Management Committee, conduct

education meetings to members prior to the Annual General

Meeting through which members shall be sensitized on the

important resolutions anticipated in the next Annual General

Meetirrg.

(v)

(vii)

(viii)

(xii)

Recommend and forward membership applications and

withdrawal cases to the Society.

Safe custody of cheques.

Maintain Branch registers, relevant books of accounts and

submission of accounts or returns for the branch pronnptly and

regularly before any further funding can be considered.

(ix) Notify the Headquarters on issues related to deceased members.

(x) Recruit new members.

(xi) Market the SACCO activities and enhance its corporate image.

Act as a liaison person between the SACCO society and the .l

members.
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(xiii) General adminisrafion of the branch.

(xiv) comply with the code of ethics for Branch Deregates/officiars.

(xv) Convene and preside over all branch meedngs.

(xvi) Other duties
Managenrent

jn$ responsibitities as nlay be direcred by the
Corfimirtee from ilme ro time.

To ellsure smooth operations at branch tevel, all these functions
require well'established offices and to some extent skeleton personnel
to assist branch officials.

8.1.3 Capaclty 
l

t
To be able to effectively perform the functions enunlerated above,
branch officials require the necessary capacity in terms of education on
SACCO management, basic accounting procedures, manageriat skilts,
physical facilities such as office, stationery and financial sujporr. The
branch officials are also expected to possess interpersonal and custom
skills to address member needs.

8.2 Obseruetlons and Findings

The Inqulry Team observed the fofiowtng:

(l ) It is evident that there are branches wirh few members which in
this case should not warrant futl fledged branch status
irrespective of their uniqueness.

(2) There were also cases of branches located within the same
building or in adiacent buildings within the same location e.g
Offlce of the President, Directorate of Personnel Managemenr,
Provincial Headquarters and District Headquarters.

(3) Desilite the rationatization of Ministries and Departmens which
resulted into mergers the branch network remains the same with
defunct Ministries having branches.
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(4)

(s)

(6)

(7)

(8)

(e)

( l0)

There was no established procedure of registering branch
members except by those who went to seek seruices in each .

branch. lt was hence observed that a member could even
obtain two (2) emergency loans from rwo (2) different
branches.

The sociery did not appear to have a comprehensive historicat
record of membership growth and branch network.

Some of the branches did not have the necessary capacity to
handle functions assigned ro them. Most branch officials tacked
the necessary co-operative education, basic accounting
procedures, manageri# skills and interpersonal and physlcal
facilities.

It was obserued that most of the branch officials, especialty in
the Provinces, do not call for member meetings to pass

important information to members or come up viith issues to
raise at ADMs.

The members registers did not exist in many branches, and
where they existed they were poorly maintained.

Branches operated emergency loan accounts but no step had
been taken by the society to audit the branch funds. This led to
outstanding cases of financial mismanagement as obtained in
Busia, Kisii and Teso. lndeed, even the handing over process
from one team of officials to another was lacking.

The Central Managenrent Committee did not seem to take
interest in the operations of branches. The tnquiry Team found
out that the Chairman of Butere/Mumias Branch, withdrew
members' emergency funds and misappropriated the money.
The entire branch officials were removed, the bank account
frozen by the District Commissioner, and new officials were
elected into office. However, the CMC did not recognize rhe
new office bearers even when they turned up for the ADM of
October, 2OO I .
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Retommendetlons

.The Inqulry Team recommend that:

The branch network should be rarionalized and the criteria of
one delegate representing three hundred (300) members be
applied.

(l)

I
P(2)

(3)

(4)

(s)

(6)

(7)

(8)

rovlncial branches should be amalgamated with District
Branches located at Provincial Headquarters to form one branch.

Inorder to bring seruices closer to the members additional
branches be created in cenain areas with communication
difficulties.

4

$ome branches, which ffity, by reason of their uniqueness,
retain branch status without the required number of members
per delegate, should be granted only one or two delegates as the
case may require while those with over 1000 members may
incorporate one additional delegate for every 300 members
over and above, but in any case not exceeding 5 delegates in a

branch.

ln view of the above a total of l4l branches and 457 delegates
will now obtain as shown in the appendix I and 2.

Branch officials should circulate norices calling upgn members
within their branch jurisdiction to register ar the branch offices
regularly.

The society should endeavour to document its historical growth
to reflect expansion in membership and branch network.

The caliber of branch officials should be reviewed and members
be educated on electing a mixture of low ranking and high-
ranking officers to provide for complementary qualities and
abilities. )

I
1
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Branch officials should be given co-operative education once

elected to enable them perform functions as required in the 3y.

laws and be able to pass the same educailon to their members.

Branch officials should call regular meetings with their members

to inform th€m on any happenings in the society and seek their

views on important decisions.

All branches in the country should be provided with necessary

facilities such as cabinets, stationery and funds for day-to'day

running of branch matters.

The Society should establish a standard members register for

branches and ensure that they are properly maintained.

The Central Management Committee should ensure regular

auditing of the emergency loan funds provided to branches and

where possible enlist the seruice of District Accountants to
inspect the branches.

ln case of change of branch office bearers, the Department of

Cooperative Development officials must be present to ensure a

smooth handover of society matters and file a report to the

Commissioner of Cooperative Development with a copy to the

society headquarters.

*For details see appendix 1 and 2

(e)

( l0)

(l I )

(12)

(l 3)

(l 4)
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FINANC! At I.{ANAGEMENT

g.O lntroductlon
i,.

+

soundi'Financiat Management in a Sacco entails timety collection ofsociety's totar revenue, pranning ana irog.,irg for the same, efficientmanagement of the finances to ensure that the ,rin-"oiective ofproviding quality products and seryices to its mernbers is fulfilled. It isnecessary that a sacco formutater , ,ornJ financiat poricy thar ensures:
. i*{aintal!ing appropriare liquidiry levels.! Sateguafding the society,s assets.. Adopting an accounting system that n9t only captures, records,analyses and reports atl financial ,rrnrrliionr, but also enables themanagement of the society to rnake the right decisions.' Instituting proper internai contrors to .nr-rr. that members, funds areprotected from rnisappropriation, misapfii.rtion and or any other ross.' Tirnely audits of the accounts are carried out by a reputable audit firm.. Meeting smtutory obtigations.

Therc .re two rarcrs of Frnancrar Dfanagcmcnt rn a sacco:-

(a) Flnanclal Pollcy which is formulated by the managemenr commirtee

:Hr,#l;,Jt.il:l|l, invesrment decisions, finaniing rno surprus

(b)Flrancrd opcratrons carried out by the Generar Manager and hissraff who musr adhere to the above poti.ie, and exhibit a businessculture, crearive rhinking, and have *ru ioiritv to negofiare on beharf ofthe sacco, amons othei things.- il;t;ii.r, or rhe financiar poricvIies with the cMc, subiect to approval by the members, financialopcrations are the responsibirity oiir.,u-c.i.rrl Manager and his staffunder the guidance of the CMC

9.1 Solrccs of Funds

Harambee Sacco has two major sources of funds.

CHAPTER. TX
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(a)
(b)i:

,!

;

( | ) Revenue (own funds)

Members shares and deposits, loan repayments, and
interest on loans,

Sinking fund contributions,
Monthly rental income from properties off Limuru Road,
Matundu lane, Nyali houses and Harambee Ptaza.

(a)

(b)
(c)

(2\ Borrowed Funds

Funds borrowed from Cooperative Bank
KUSCCO Central Finance Programme

9.2 Obscruadons and Flndlngs

The lnquiry team obseryed that:

(a) There are delays in effecting "check off" deductions of members
shares, loans, interest on loans, and sinking Fund contributions.
Accuracy is not always guaranteed either. rnteruiews with
members revealed that it can take up to six months for a loan to
be fed into the payroll. lt was not clear whether the delays were
emanating from:

(i) The society where data sheets are usualty prepared and
sent to various Ministries, Depaftments and parastatals,

(ii) The various units of rhe common bond i.e. Minisiries,
Departments, or

(iii) The Governmenr computer system where the "check
off" is supposed to be effected in the payrpll sysrem.

(b)lt was clear that the sociery did not maintain certain oiorc, particularly
the Members Personal Accouns (MPA's). Without the maintenance
of the MPA'S it is possible to omil iertain deductions especiatty those
invotving positive variation of members contributions and paymens of
loans.

(c) The Society is incurring an annuat expenditure of $ver 4 miltion
towards the seruices provided by Government computel Centre.
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'(d)coilection of rentat revenue from society,s properties has beenwanting' In the year 2ool the society *,.r rrpposed to collect a totalof-Kshs.32,.279,8s9.50 bur managed onry rsns. 17,g62,oiz or. ,o
lapses noted elsewhere in this report.

(e)six (6) of the Limuru Road tenants have a case in court over renr
increase and are not remitting rent to the society.

(f) 8 Nyali Maisonettes are vacant and in a bad condition. These houses
are.denying the society a sizeabre income of Kshs.2oo,ooo pei montt,and are costing the sociery Kshs.l2l,goo 

- 
a month in terms ofsecurity.

(g) Harambee Plaza has some vacant spaces that denies shareholders of the
Plaa, the desired income. In addiiion, is main occupant - Harambee
sacco, does nor pay rent to the sharehord.r, oi Hrrilb;; pdr;:-

(h)A reryice charge of Kshs.4,444,ggg has not been cofiected by thesociety from the tenang of the plaza for the ,.*iiu, i.ra.*0. Nosufflcient explanation was given for this lapse. ,

9.3 Lecommendatlons

(l ) Harambee sacco and Government computer seruice
should reach a conrractuar agreemenr aimed i, i".r*riiing
the services accorded to the society.

(2) The court cases rerating to six tenants of Limunu Road
should be expedited.

(3) The houses in'Nyali should be disposed off immediately.

(4) Harambee Ptaza shoutd be managed as a separate legalentity, preferabry as a Housing cooperative, with .n
independent Managemenr committu. .na i*ii.-'

(5) Harambee sacco society should pay renr and seruice charge
to Harambee plaza.
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(6) The society should endevour to collect all oustanding rent'

and service charge due from tenants.

9.4 Frcm Ofrlcc Scrvlccs Ac6rtty (FOSA)

The Front Office Seruices Activity (FOSA) is a new concept being

introduced by SACCOs with a fundamental aim of providing

affordable banking facilities to members. Harambee SACCO FOSA

sUrted operating on 28lth September, 2001, after approval of a

feasibility study carried out in August, 1999 that established is
viability. The society invested Kshs.22 million to make the facility

operational.

lr principal activities are cash payment of Nairobi emergency loans,

encashment of cheques and maintenance of savings accounts. The

following additional banking senyices are expected to be introduced in

the future.

) Cash withdrawal facilitY

) Fixed and call dePosit accounts

) Short term loans

The FOSA has achieved the following todate:

(a)Earned Commissions (income) of Kshs.6,37O,893. This compares

favourably with the proiections given in the feasibility study of

Kshs.5,24O,OO0 as at 15'h February, 2OO2'

(b)Savings Accounts OPened '314
(c) Deposits mobilized - Kshs .2,7 80,458

9.5 Obscrvrtlolu and rhddrep

(a

(b
(c

(l) The investment cost of Kshs.22 million is almost one and a half

times the cost given in the feasibility study of Kshs.14'29'

million.
The bulk of the investment cost is constituted by the facilities

ns and computerization which cost
(2t

con struction /ren ov11io
q

1

,iH
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Kshs.5.9 million and
respectively.

Kshs. I 5.9 nrillion (see Appendix J)' (3) cost of the construction work closery relares ro that of the' feasibiriry study of Kshs.6.g2 nririon. The workr- w.r. properryadvertised in the open tender and awarded to trre rowesttenderer who satisfactority undertook the works(4) The handling of the computerization proiect leave,s a lot to bedesired. M/s Cooperarive Bank of Kenyi L,o.;;;approachedro advise on the requiremen$ ro facirirate tt,. ,rrii or , rose.The bank advised, arnong other things, the computerizailonrequiremen$ covering.hardware, cabting and software and inaddition, reconlmended firnrs ,o tu-.onsidered to undertake therask. r4/s Computer Feeds Consurtanr who ** uttimateryawarded the entire computerization proiect was recommendedfor the sofrware deveropment onrf. The firm was it,. onrv on.invited ro quore. The rest of ihe firms recommended weredisregarded. since the purchrr. *r, not competitive, the costwas grossly exaggerated. The expenditure on theconlpurerizarion of Kshs. r 5.g rniilion i, weil above thatprovided in the feasibirity reporr of Kshs. 4.r4 
-mi,ion(see

appendix 4).(5) Harambee FosA charges a cornmission of 2o/o whireAfya andukurinra FosAs charge .ornrirrion, of r.5o/o and 2o/orespectivery for cheque encashnrent, subject to a maximumconrnrission nor exceeding Kshs. 4OOl =. Members viewed thisexhorbirant and requested it to be reduced.(6) Members comprained 
..rhat rr.,e op.]ating hours were short,arrhough rhey are in rine wirh o,h.,. FosA and commerciarbanks.

(7) The members are generary happy wirh the services 
-cffered 

byFosA and ir is their wish rhat ii .rprri irs services.

9,6 R.kommendatlons

(l ) The cost of cornputerizing rhe sociery,s FosA is consideredunreasonably high and should be investigated.(2) The managemenr to periodicaily review the commission chargedfor cheque encashrnent to be in rine with those of the market.

,., i
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': i'ij: oilerating hours of the FOSA should at all times be in line'
,.,, ti-ir those of the commercial banks and other FOSA's.
:'i,r eciivities of FOSA should be well supported to continue
,,,;l'l'rii'r6 inCome for the society and also provide the current

:e;';!ces and others in the future.
:'rrr Ccvernment should initiate regulatory measures to include

r-:+rl,:c!ica! checks of all FOSAs.

iirlltermaf Ffrmamc[al Gsntrols

*.rdgets and Eudgetary controls

r:ii,i,.riive iirternal controls procedures should ensure that every financial

r..::i-,ii,:(.tiot1 is budgeted for, properly authOrized and adequately

,:,t r.i.:liieftt€d Or recorded preferably in a computerized system with

,' li,'ir, Uri:ite backups.

i:. i; t3e responsibility of the Superuisory Committee and lnternal Audit

: . " i iLir!€nt to ensure that expenditure incurred is in accordance with

i.i.:,, i-,urlg€t. The budgeury procedures and controls require that:

a L"tidget is prepared

r:"he proposed budget is presented to the Annual Delegates

rfieeting for aPProval.

i,r) weekly eash flow proiections are prepared.

it cash flow reports are presented to the Credit and Banking

Cornmittee for monitoring purposes. 
i

tBlbservatlons and Flndlneis i

i

Although the society prepares an income and expenditure

budget together with weekly cash proiections, neither of these

ai'e adhered to.
t'dith the exception of the year 2O0l no Capital Budget has ever

[:een prepared in the Sacco.

l\mong the income items there is , t.dri.. charge to Plata

tenants which is not cotlected by the sociefo. lt was fixed in the

66
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(d)

Revised budget for the year Za.or as Kshs.4,44.+,gg? in 1.r,,,fourth quarter as a.n after thought and the totar".fig.ui-e \rir:r! :rr.r:reflected as a negative variance, 
-nreaning 

it was never coirect,:r:,Another anomary reveared in itre society,s budgetary pi'ci"cil;ii:is that expendirure is incurred and then fixed irithe bi-r,ig."r i,,ri,iafter the approval of rhe budger by the ennuri-,-r;i.;;r:nreetings' Examptes incrude the (enya'tiri conrour,, ,-lnii i,,i,:.-i,

ifi#r:nditure' 
The net effecr is reflected in huge negari;r,

There are arso cases where anrounts incurred are weil ahoire ,h,i:Revised budgeted figures. These ratter cases oo not niake s;lri:;;:,because an idear Revised bucrget shourd have no variai;ce.Examples incrude printing and sritior€y, reteptrone and calrres,Audit fees and regar fees which revear high variar;;; d.r#;having been revised.
Pressure on the centrar Managenrent Committee fronr ..,rerrri;rri.jand delegates ro issue loans irresrtrrry rrrl'r.ri.r.a rhe i:;rhprojecrions irrelevan c.

I

I

,T

(e)

(r)

/o\\ s/ lrregular peyn'lents nrade to consultanr and supolier-rbudgerary provisions have been noted with concernI,quiry Teanr ersewhere in rhis repo*. Exampres incrude:

,. A rotal of Kshs.2J nrillion paid ro Kenya Lifr. Co2001.

0Li i;!l Li,::

b), ii1,,.

i i,'l in

o

a

Kshs'4r r,irtion paid ro various consurrants since .rtr;: 1r.ilnquiry(2000)
Kshs'r8'r nri'ion paid ro Medi prus for sufr rnrr:..;,cover, not withstanding a monthry nredicar ,3ir'wl'c; 

i,,11;;ito all sraff.
Kshs. 1.5 nrillion paid co Spora Enrerprises for secul.iii; :rrthe 8 Nyari houses which are unoccupied ancj ha,;e ,;,:i::badly vandalised.

a

o

Kshs.5J5, l2l paid to Zawanr lnsurance brckers. "i;., ,, ..

best of our understanding brokerage fees are pairj trl,, .::.:insurance Compa.ny and not by the insured perjj:Jr.A total of Kshs. 46,590,624 paid ro Triple r\,. ,;j,-.1.;ir; :,which are outlined elsewhere in rhis reporu,An income and expenditure budget is prepai-r:C 3, _;;
year on historicar data that has evorvec c,e.;- i1,; ..,;-,
Weekly cash projection are also prep;i-rcl ft;i il:,: :lr:,,r)

a
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(h)

(a)

of guiding the Credit Conrmirtee while appro.ving loans' 
.

However, neither the budget nor the cash'proiections-are"

adhered to.

Atthough approval of budgets is the responsibility of the Annual

Delegates nreering the eiercise is not usually accorded the

attenrion it deserves. lnterviews with members in the field

revcaled that the "Approval of budget" agendum is normally

dealt with lraphazardly and hurriedly wirh littte or no regard to

ir significance.

R.ecommendations

HarambeeSaccoshouldadoptazerobasebudgeuryprocess
with effect from the Year 2003'
CapitalBudgetsshouldbepreparedwhenevernecessary.
AnyproiectapprovedbytheAnnualDelegatesMeetingshould
be includeO in ihe estimates of the ensuing year and expenditure

should nor be incurred unless and until the ADM has approved

the relevant budget.

Revised budgets should incorporate anticipated changes in the

budgeted figures as accurately as possible'

AnnualDelegatesMeetingshouldallocateampletimetothe
budgetagendumsothatdelegatescandiscussthesame
exhaustively before approving it'

The society should adhere to approved budgets'

Cash and Chcquc Handllng

cash by is very nature is very susceptible to misappropriation' lt is

therefore, important thlrt cash received is banked daily and intact

All expenditure should be paid our by cheque except for petty cash

.rpundi,rr.. lt is a prudent practice for eve;-Y society management

to maintain a "Register ol Accountable 
ldocuments" (ie Cash

,...iptr, Cash Payrin, vouchers and cheque books) showing for

each docuffi€llt:-

The date on wJrich it was issued.

The person tdwhom it was issued'

The hrst and the last serial number among other things.

9,7 "l

9.7 .+

(b)
(c)

(d)

(e)

(f)

(l)
(2)
(3)
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9.7"5 Obseavations and Flndlngs

(a)The society operates a cash office where all paymenr in form ofcash and cheques a,e received. The cashier arso does the encashingof sociecy cheques for some menrbers. This is an indication ofpreferential treatnlent accorded to some nrenrbers by the

i8lrrenr 
as rhe nornrar practice wourd be to encash through

(b)A dairy cash reporr is done by the Main cashier which shows theamount received fronr_ Ioan repaymen6, intururt,' sharecontriburion, and sinking Fund oy castr or cheque, ,*oni others.The report revears under banking and over-han.kings as the casenray be.
(c) Anocher funcrion perfornred by rhe cashier is that of issuingl.o.u's ro sraff and comnrittee members. The Inquiry Team,noted thar sonre committee nrenrbers did not sign for the amounBreceived. A rotar of Kshs.s45,9g7 was owed in terms of lousas at r3'r'March,2oo2. rt nrusi be nored that this is an irregutarpayrnent which is tantanrount to an interest free roan.(d)According to records nrade avairabre ,o ir.,. rnquiry Team duringthe preparation of the Annuat Deregates Meetings a number ofl.o.u,s and inrpres$ are issued orr io Committee Members andstaff respectivery. These imprests are not arways surrendered fuily,and indeed sonre are never surrendered at ail. A case in point isthat of Mr' 

-5 Chege, a fornrer secretary of the centrarManagemelr- 
-C-ommittee, 

who was issued wirh an I.o.u ofKshs. 3,1 l3,i0o. Another amounr totaring Kshs.5o,ooo was arsoissued to Mr. D. Cogo for the same prrpori.

There are no records to show that the r.o.us have been surrendered.

(e) Prior to rhe estabrishment of the Fosa the sociery used tooperate a mini-Fosa. The foilowing amounts were borrowedfrom the mini Fosa and were stiil owing as at r i,h March , 2oo2:

Central Movement Committee Menrbers
Branch Officials
Staff Members

Totals (Kshs.)
405,000/ =
7 4,OAO/ =
200,7041=

.i.

l:fl
x-!

':ffi

,ffi
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I

i;.,:,r-i 'i oial 679,7O4/ =

'. i':.; ,...:;sh irlprests are also issued out nlainly to nteet smalf
, . r::;,-i,;i; lik:e nlotor vehicle repairs, staff tea and Ceneral '

:'i;::iai-:ei''s office expenses. As at the tinre of the lnquiry a total
,,',t, i'.shs. I17,800 in unaccounted for petty cash was still
' t.. :'. t i.n .lin,-".-',t:.

't 
n,.,, ir-rciety has a total of I5 cheque signator.ies which is a large

,^;Ji-irbei- b), any standards. Any twp- eomnrittee members and

':ri:ie si.aff can sign a cheque and this does not augur well as far as

it":i ri-i'ial controls are concerned.

it is alEo observed that every payment must be authorized by the

Cen.ral Managenrent Committee, irrespective of value. This

':ractice causes unnecessary delay and it inconveniences
i'r",eriibers/ particularly where the amount involved is small.

ili;crriiemmrendations

(i) I{o eflcashment of cheques should be done at the Cash

ol'fice. Members who may need this service should be

advised to cash their cheques at the Fosa counters.
(ii) 'Ihe practice of issuing l.O.U's should stop forthwith.

Those with outstanding lOUs should be required to repay

immediately with interest. Those who have taken money

from the SACCO irregularly s\ould be barred from any

future leadership position as provided in the law.
(iir) Any outstanding imprests should be surrendered

immediately or recovered from the salaries of those

concerned. ln future all imprests taken must be

surrendered as soon as the purpose for which they are

issued is accomplished.

(iv) Amounts owed to Fosa should be paid back immediately
with an interest.

(rr) lt is recommended that the Ceneral Manager, the

Financial Controller and any member of the Central

Management Committee be authorized to sign cheques

,i

1

',,'

1:,

,'t:,,
:.iL't\

' ..,J,1
'i,,{i
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whose dmounr do not exceed' Kshs l,l": ,, ,

However, cunrulative value of such paymenij; .,."j ,

exceed Kshs.5O0,0O0/= per week. The pa.,. ri " ,,

subsequently be ratified by the Centrai r-., . .: ,

Com micree

9.7,7 Malsltenancc of Accountlng Records

sound Accounting systems in saccos include identificat!c::, , !; . ; i.r,,,;
and classification of all the society's day to day transact;,iji"rj. ';jrj::
process should ensure that responsibilities' assigned to inillriie;',.j,:io ,:tril
adhered to, wirh nrininrunr supervision. The systern shci.ri,i ;:i:;.: i,,, :

the following objectives anrong others:

(a) Assisting the managenlent to develop:i slst€rn of cl-,rr;i".i: ;,:,:,,1

balances
(b) Harmonizingsocietyacrivities

(.1 Developing accounring policies for the society"(d) Proper nrenagenrent of society's asse$ paying ii;ti;;ir:,;,: .i)
yaluations, record nraintenance and custody.(e) Ensuring accurecy, varidiry and production of retrcvair ;,:;.rr .r,l

for decision making.
(0 Ensuring that the safety and soundness of menrbei": :u;i,.1, :,,

maintained.
Ensuring compliance with the tnrernational accoun(ing sir.;r
and section 25 of rhe cooperarive society's Acr i.io :

1997 thar srates:

"Every cooperative sociery shall keep proper book;i ,.ii' aic{:,r.:r:,i.:
which shall be prepared in accordance with thr i_i,.irri;:,11,,
Accepted Accounting smndards and which shall be i'r,_i.,:.,isirr .,:

give a,true and fair view of the state of affairs of the :jr,:l,:r,r, ,:::r.l
to explain i[; transactions." The state of affairs incl-urr,,,,

(i) All income and expenditure
(ii) All assets and liabilities of the sociery

ln line with the above every society is expected to ;.r;:.,:,.r, ,. -

following standard books of accounts as requirec -,- .:
operative Societies Rules ( l gg8).

(e) .l '" ,r'
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(ii)
(iii)

(i)

(iv)
(v)
(vi)

A cashbook showing a record of all nronies received and

all monies expended

A General Ledger showing a sunlnlary of all accounts

A Mentbers Personal Account or Ledger showing

nrenrbers transactions with the society.

A Petty Cashbook.

An Assets Register.

A Stocks Control Ledger

Lack of an operational Cashbook Module and Ceneral Ledger

Module among other things.

Members Personal data is all in the Conrputer but Members

Personal Accounts do not exist either in the Computer or in

the Manual sYstenr.

Lack of Bank Reconciliation Module

9.7 .8 Obscruatlons and Findings

l. The lnquiry Report of June 2OOO reconln'lended that a Financial

and Accounting Systents and Procedure's Manual be

documented. ln response, the Central Management Conlntittee

contracted Matengo U Associates Certified Public Accountants

to prepare the Societies Financial and Procedural Manual which

was intended to streantline the accounting and reporting systenl

in the society. lt was also supposed to develop internal controls

in the society. The firm produced a draft manual which did not

meet the specifications.

Although the society's data is resident in the Contputerized

Financial Managentent System it does not meet user

requirements, as it contains the following weaknesses interalia:

2

a

o

a

3

4

Most of the staff employed in the Finance Department have

little or no relevant technical or professional background and are

therefore unable to carry out efficient and effective accounting

functions.

A detailed Task list has been issued to all staff to prepare Final

Accounts for the year 2001 Statutory Audit. This is an

a
4.,

,l

12



5

improvenlent on past situations where the Auditor was cartedupon to do the same.

The firing sysrem on which the society reries so much isinadequate and can easily be hrnpered with. This was wellmanifested when the rnquiry Tearn .*rrin.o'a sampre of firesthat incruded roan fires beronging ro staff ano Managementcommittee Members. other obseruafions incrude, fotioinconsistency, inabirity to trace fire rnovement, action taken in afile is not indicated and instructions are gir.n on ,.rrp paper.some of the fires had the same pen numbering a, the forios.This raises the question as to whether the fotios *ur. numberedin one day.

A consuttant by the name Jackson and Associates hasiruuncontracted to prepare an Assets Register wr.,icr., i* no, existedin the Society since inception.

Although there is a provision for stock contror Ledger in thesociety By'Laws, there was no evidence of its existence inHarambee Sacco.

Recommcndrtlons

(l ) The society shourd consrirure a task force comprising theCeneral Manager, Finance Controile; a;;pr,ul.
Manager and senior Accountant to deverop a Financiarand procedural Manuat.

(2) The society shourd insta, and operationatise the
outstandlng modules into the computer.(3) The Society should redeploy rhe suff in Finance
Department basing on technicar and profesiionat
gualifications.

(4) The society. shoutd adopt an appropriate firing sysremwhich shourd be crosery superuised'oy , qrriiied officer.(5) A srock control ledger shortO U. esubtished and
maintained by a qualified store keeper.

6

7

9.7.9
I

:i .l

il .:

i.'.;
l,!. :,_

1..
ii!
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-;l
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I.7.lO Bamk Rceomclfiatlon

9.7 .l I

An integral component of internal control is the preparation of -

Bank reconciliation statements. The main control function of a

bank reconciliation is to detect any irregular or fraudulent
payment that may be made by the bank. The other purpose is

to ensure that bank balances are reconciled with the balances in

the Cashbook. Bank reconciliations should be subiected to a

system of checks and approval by a senior officer in the Finance

Depanment. This activity is even more critical in a large society
like Harambee which handles about 9,500 transactions monthly.
Obscrvrtlons and Flndlngr

I
I

I

I

I

I
I

I

I

I

I

I

I

i

I

I

I

(l ) The Society's bank reconciliation has had many unresolved
issues which are being addressed by both the society and the

Cooperative Bank. These include:

(a) Unknown bank debir in the month of November, 2001 which
amounted to Kshs. 143,159,957 .

(b) Uncleared Cashbook debits of Kshs.161,584,880.

(2) One of the reasons why the Bank Reconciliation cannot be effectively
prepared is the absence of a true Cashbook position in the society.

For instance some of the large payments are not posted in the
Cashbook.

(3 ) The Computerized Bank Reconciliation module is not operadonal to
assist in the identification of the more than 9,500 monthly
transactions.

9.7.12 Rccommcndetlons

(l) The society should institute further investigations to
establish the origin of unknown bank debis. lf need be,

in case it is not receiving the necessary assistance, it could
file a dispute with the Cooperative Tribunal.
A true Cashbook position containing all transacdons
should be maintained.

(2)
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(3) The computerized Bank Reconciliafion module should bemade operational.

9.7 .l 3 Malntenance of Uquldlry Levcis

The maintenance of adequate liquidity levels is essential to sounc!,financiar managemenr. The. minim* iiqrioi:y in a sacco shourd notfa, berow roo/o of savings/deposits al ,l"ria.o by the Rci- on theother hand the society should desist f.; having what is cornmontyknown as idre riquid funds as rhese ,.v irpiy a rosr opporrunity.

9.7 .l 4 Observatlons and Flndtngs

Harambee sacco has been experiencing a rot of riquidity probrems for anurnber of years. This has m3de it resJrt ,o irrtng a permanent overdraftfacilitv of Kshs.200 miilion. tt,e cosr or"*rorrr, i, or.,. ii riiii", a yearwith an occasional penalty whenever it over shoots the limit. There is alsoan overdraft appraisar fee charged on an .nnurl basis. causes of thispredicament are as follows:

(b)

(a)

(c)

(d)

Excessive demand for toans which has arways exceeded thesuppry of funds. This probrern is aggravaied by arbitraryapprovals of appeal cases.
The society does not mainrain any riquidity rever neither does irset aside reseryes for excessive loan demands.
The ever escarating. society expenditure especiaily with regard tooperationar costs adversery affecr the riquid,tv position.Paymenr of consurtancr ru.r, .rp.ciary towards tawyers andHarambee praza maintenance costs which are beyond the

:;r?.tg" 
budgetary provisions have oepretJ the socierv,s

Non-adherence to budgetary provisions has arso taken its toil onsociety liquidity levels.
Delayed remiftances from some Ministries and Deparumen* hasalso denied the members the much needed financiar services,and caused penatties on overdraft.
Investment in non'profitabre p.perti., outside the core businessof the society has caused financiar strain to the society.

a

(e)

(0

(e)
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(h) lrregular paynlents by the society Central Managenrent
Comnrittee as mentioned elsewhere in this report has denied
members the opportunity to get loans on time.

9.7.15 Recomrnendatloms

The society should scale down loans issued in order to
accumulate enough funds to clear the overdraft which amounted
to Kshs.206,891,913 as at 25'h March, 2002.
The society should approve loans in accordance with the loan
policy. The queuing systenr software should be installed in the

computer systenl as recommended elsewhere in this report.
The management committee should set aside an amount for
appeal cases and should not approve loans of this nature in
excess of the same.

The society should maintain a cash reserue of at least I O0lo of
savings and deposis as provided for in the Act.
Overall Expenditure should be scaled down.
The society should limit the number of consultancy seruices as

recommended elsewhere in this report. lt is important that the

society prioritizes it "raison d'etre" i.e. the purpose for which it
was formed.
The society must adhere to budgetary provisions and if a revised

budget is prepared it must be approved by members and

adhered to.
The society should desist from investing in any more proiects

that are outside its core business and the existing ones be either
sold or finalized as the case may be.
lrregular payments made by the commifiee in some of their
contractual arrangements should be investigated.

Flnenclal lnvcstmenti

The society has the following financial lnvestments:

. Loans balance to members. Ksh. 3,393,241,3O2

. Cooperative Bank Shares. Kshs.38,314,000.00

. Codic - Cooperative Development lnformation Centre. Kshs$0,000

. KUSCCO Centrat Finance Programme. Kshs.3 7 ,787,795 I. KUSCO shares - Kshs.l,457,O4O

(b)

(a)

(c)

(i)

(d)

(e)
(0

(g)

(h)

5

t
9.7 .16
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o C.l.C.
. KCB

Total lnvestment

- Kshs.3,060,000
- Kshs.6,089,720
- Kshs.3,479,999,857

9,7 "N V Recommendatlon

The Society should invest more in commercial
h$xury Bills, if it realizes surplus funds.

papers, e.g

I .7 .l 8 Protectlon of Members' Funds and Propeftles

(l) Slnklng Fund

The Sinking Fund was introduced into the society in 1997 with
the, main objective of mitigating the society against the losses it
wa: hitherto incurring through write-offs of outstanding toans of
deceased members. Additional objective of the fund inctude the
payment of Kshs.l0,000/= towards funeral expenses of a

deceased member.

lnitially, each member was contributing Kshs.20l= per month.
This figure was later revised upwards to Kshs.50/= in 1999
when it was realized that the initial contributions could nor
sustain the demand on the fund.

As at 31" December, 1999 the fund had made a cumulative
loss of Kshs.96.7 million (Audit report 1999). The substantial
increase in the contributions from Kshs.20 to Kshs.SO/= made
llttle impact in minimizing losses. In the year 2000 the
Fund recorded a loss of Kshs.23.8m (Audit repon 2000.)

During the lnquiry Teams's visits to the branches members
expressed their displeasure at the persistent losses being incurreC
by the fund. They also raised concern to the effect that the
payments for the funeral expenses take inordinately long.
Payments are made long after the deceased mernber is buried
which defeats the purpose for which the fund was established.
Refund of the deceased shares brought untold suffering to the
beneficiaries, some of whom do not have alternative sources of
income.
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The lnquiry R.eport of 2O0O had obserued the same unsatis.factory

status of the fund and recommended the following:-

(a) The society to nraintain separate books of accounts for the'sinking
fund.

(b)The society to consult an actuary to study and advise on the
amount to be contributed by each member

(c) The doubling of members shares to be stopped
The recommendations at (a) and (c) above have been implemented.
However, the recommendation at (b) is yet to be implemented.

ln 20Ol the management entered into an insurance arrangement with
M/s Cooperative lnsurance Company to cover the Sinking Fund for
one year. ln accordance with the terms of the arrangernent the lnsurer

was to pay the soclety the loan balance of the deceased member and

also the kshs.l 0rOOO/ = funeral expenses. The agreed annual
premium for the cover was Kshs.35,9411840. ln order to finance tr

premium the soclety entered into an agreement with a firm known as

M/s Triple A Caplul Ltd. Triple A Capital Ltd. was to pay the insurer

the entire premium up front and the society was to in turn repay the

company ln equal monthly installments for l0 months.

9.7.19 Obscrvetlonr ud Flndlngs

The followlng are our obseruations and findings:

(l ) The society paid M/s Triple A Capital Ltd.

Kshs.46,580,524.10 during the year 2001. According to the

"acknowledgement of debt" agreement signed between the

soclety and Triple A Capiul Ltd. the total owed, which includes

a credlt charge payablei to M/s Triple A Capital, \r'

Kshs.37,199,804.40. Wd could not get explanation from the

soclety on the varlatlon of Kshs.9,380,820 between the actual

payment made and what is indlcated as owed.
(2) The amount received from members on account of Sinking Fund

contrlbutlons during the year 2O0l was Kshs.43,273,268.25
whlch fell short of the premium paid of Kshs.46,580,624.40.
The fund ls therefore
Kshs. 3,3O7 ,356. I 5.

to be in deficit to the tune ofexpegted
I
1
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(3) The claims both settled and ourstanding amounred to
Kshs. 17,853,469) which is far less than the amounr
contributed by members to the fund as indicated at (2) above.
This implies that the society can comfortably settle the claims
and still remain with a surplus of Kshs.2s,4lg,7gg.zs. lt will
not therefore be necessary under the circumstances to enter into
an insurance cover.

(4) The cover has been renewed for a further one year under the
same terms but at a reduced annual payment of
Kshs. +4,639,760.

9.7 .2O R.ccommcndetlons

(a)The overpayment of Kshs.9,380,820 to M/s Triple A capitar
Ltd. be further investigated by Anti corruption police unit.

(b)An actuary be engaged as earlier recommended to study the
fund and advise the society on the best way of managing it.

(c) In our opinion the insurance cover is not beneficial and shoutd be
terminated immediately. ln the meantime, while awaiting the
actuarial report the society should directly manage the fund and
the benefits accruing thereof.

(d) The society to implement ADM resolutlon eartier made of
decentralizing funds for burial expenses to the branches.

(e) The society to prepare and distribute to the branches quarterty
statements showing the state of the Sinking Fund.

9.7.21 Othcr lnsunncc Covcrs

Apart from the aforementioned Sinking Fund the society has a number
of other insurances all aimed at safeguarding the members interests as
follows:

e

h
i

Type of Policy
Loan guard

All Risks

Burglary - Risks

Group personal Accident
Motor vehicles Private (3 cars)
Public liability
Fire domestic

Annual Premiums
35,979 ,67 3
589,ggg
3,006
1,056,000
187 ,965
2,505
670,240
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9.7 .22 Observrtlons and Flndlngs

Harambee has been dubbed "the most insured Sacco society" in the
year 2001. lndeed the society won a large trophy from C.l.C. for the

same.

It was however, noted by the lnquiry Team that the manner in which

the society entered in sorne of the insurance contracts left a lot to be

desired. This is especially with regard to the irregularities surrounding

the Loan Guard and Medi-plus as noted elsewhere in this report. lt
was also noted that although the Society had entered into a medical

insurance policy members of staff were still getting a medical

allowance.

9.7.23 Rccommcndetlons

The society should be cautious when entering into Third Party

agreements for insurance contracts and preferably deal directly
with the insurance companies.

2. The Society should rationalize insurance cover for staff.

9.8.0 Paymcnt of Dlvldcnds

Motor vehicle Commercial
Cash in Transit risk

Employee Group Liability
Medi - Plus lnsurance

69,258
t59,869
l,l0l ,4oo
I 8,1 80,81 4

l.2lo/o (Kshs.44.4m)
1.32o/o (Kshs.2.6m)
8.1 l o/o (Kshs.3.6m)

The Society paid dividends and interest on members deposits in
the year 2000 as follows:

Total

i
I

lnterest on members deposits
Dividends on Harambee PIaza

Dividends on Society's shares

I
il

-, '.,/

::*l l9

f,
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Obseruatlons and flndlngs

Members expressed dissatisfaction with the manner in which the
above paymenB were made. The g .r ro/o paid on members
shares looked attractive but it was only applicable to Kshs.500
per member. The I .20/o paid as interest on deposits was
applicable to rhe burk of members, contribution. Members felt
cheated by the small amount paid as dividend.

Recommendatlons

The lnquiry Team recommends as follows:

(l ) The members shoutd be property appraised on the
dividends rhey are likely to receive.

(2) cenerally, rhe society should as much as possible operate
in accordance with prudential standards. ln this regard, it
should strive to familiarize itself with pearts Monitoring
System which addresses the following:

'l

q

;
5

t
I

I

9.t

P-Protection
E-Effective Finance Structure
A-Assets Quality
R-Rates of Return and Costs
L-Liquidity
S-Signs of Growth

The Satc of Socleq/s Propcfties

ln addition to the members contributions that form the major source
of revenue the society has also invested in properties as an additional
source of revenue. These properties include maisonettes on. Matundu
lane (westlands), Limuru road (parklands), ushirika esrate'(pangani),
Harambee estate (Mombasa) and Harambee cooperative plaza.

Obsclvatlons and Flndlngr

All the above properties were visited by the inquiry team and the
following is their status:- ''

8r



9.2 Hetundu hrae (Wcstlands) ' F{^AXROBE

The property comprises a block of four maisonettes of four bedroomS

each. The title deed is in the name of the society but its whereabouts is'

unknown. The maisonettes are poorly maintained and maior
maintenance works are required on them. All the houses are occupied

at a monthly rent of Kshs.30,000 paid directly to the society. No
lease agreements have however been drawn for the tenants. !f
properly mainuined the houses are expected to fetch a higher rent.

The properties were last valued in 1999 at Kshs.26 million.

9.3 Llmuru Road (Parklands) - NAIROBI

The society owns five (5) plos each with three (3) semi detached

maisonettes all totaling l5 maisonettes. The property is registered in
the name of the society and titles are available. The houses (3)
bedrooms each, have a guest room and blocks of domestic staff
quarters for three Seruanrs to each plot. All the 15 maisonettes are

occupied. There are nine (9) tenang who pay a monthly rent of
Kshs.22,00O each directly to the society. The remaining 6 tenans
pay rent directly to the coun due to dispute. The rent is estimated to
have accrued to Kshs.8 million by February, 2OO2. Except for the
rnaisonettes in dispute, the rest have recently been renovated. The
property lacks perimeter wall that has contributed to insecurity. Once
the wall is constructed the maisonettes are likely to attract higher rent.
The properties were valued in 1999 at Kshs.9o million.

9.4 Ushlrlka Estate - Nalrobl

The society owns 7 flats at Ushirika Estate. Four of the properties

have not been registered in the; lands office so as to obtain separate

titles. The flas each which cdmprise 3 bedrooms have not been

repaired since construction way back in the early eighties and are in
poor state. All the 7 flats are occupied by staff in lieu of payment of
house allowance. The flats were each valued at Kshs.2.4 m in 1999.

t
I
1

" ;',;\rt
jfl
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9.5 Harambee Estate ( Mornbasa)

The properry comprises eight (B) main plots subdivided into two
portions. The subdivisions have not been registered at the lands office
to enable acquisition of titles. A total of sixteen (l 6 )maisonettes (g
new and 8 old) each of 4 bedrooms and self contained domestic
quarters have been developed on the plots. The new houses are in fair
state. The old houses, however, require maior repairs occasioned by
vandalism. Eight (8) houses are occupied. Six (6) individual renanrs
pay a rent of Kshs.l7,0oo/= p€r month while the remaining two (2)
houses are leased to DoD ar a monthly rent of Kshs.30.000/= No
lease agreements have been drawn for the houses. The eight houses
have been vacant for over one year todate, as a resutt of which the
society has lost revenue estimated at Kshs.2 million. Regrettabty, for
the same vacant maisonettes the society is incurring further losses
through hiring guards at a monthly fee of Kshs. l21,BOO/=. Kshs.
l,3l 1,835.80 has so far been spenr on the guards.

In the year 2001
Kshs.8 5 5,000 from
Kshs. 1,497,281.80.

the society, realized a

the property against
rental income
the expenses

of
of

These properties are in an insecure neighbourhood and therefore
unlikely to attract tenants unless a proper perimeter wall is erected.
The property was last valued in 1999 as follows:-

(a)
(b)

Eight (8) new maisonertes - Kshs. 36 million
Eight (8) old maisonemes - Kshs.32 million

Total - lGhs. 68 million

9.6 Harambee Coopcratfue - Plaza - Nalrobl

The building was constructed in 1986 as a prestigious modern
commercial building. The title is registered in the name of Harambee
Sacco and is charged to Cooperative Bank of Kenya as security for
overdraft facility advanced. lt comprises of three level basement
parking and ten floors housing offices and a restaurant. Except for two
vacant offices all the available office aceommodation is occupied and
the rent is payable directly to the society.
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During the financial year that ended on 3 l " December, 2OOl the

income realized from the rentals of the Plaza were as follows:

(a)
(b)
(c)
(d)

l tt quarter

2nd quarter
3'd quarter
4th quarter

- Kshs.5,45 8,132.25
- Kshs.3,918,860.50
- Kshs. 3 ,243,37 3 .5O
. kshs.2, 789,596.00

Total for the yea r-Kshs. I 5,409.9 62.25

The above income.Sompares unfavourably with the expenses incurred

on the Plaza during the year as follows:-

Plaza expenser- Electrlclty
Plaza Cleaning and Hygiene

Other Plaza expenset
(lncluding lift)
Security for Plaza

- Kshs.7r875,2+9
- Kshs.2,lll,66l,7O
- Kshs. I 6,255 ,652.70

- Kshs.l 89r 385.2s
lGhs.28 r33 947

The rent receivable has been declining significantly. As can be seen

above the rent received in the 4'h quarter is half of what was received

in the l" quarter.

The reduction in rent received is attributed to the following:

- Vacation of offices by tenants and the same

taken over by the SACCO which does not pay rent.

- Rent arrears
- Low gates due to a depressed market
- ,. Vacaht offices
- All the tenants of the buitding do not pay for water and electricity.

The shareholders of the building who are not necessarily all the

members of the SACCO have voiced concern that they are not getting

reasonable dividends from their shares as a result of poor management.

The society does not even have a record of the share holders of the

building,d The inquiry of June, 2OOO addressed this concern and

recommdnded separate management for the building and that the
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SAcco be paying renr for alr the offices ir occupies. lf the
recommendation was implemented the society would be owing
Kshs.39,181,533 by 31" December, 200r. we urge that it should
be implemented immediately. The plaza was valued in lggg ar
Kshs.550 million.

9,7 Rent Arrcars

I
The total rent arrears as at 3 I't December, 200 I is as shown below:-

(a)
(b)
(c)

Matundu lane (Westlands)
Limuru Road (Parklands)
Harambee Estate (Mombasa)

- Kshs. 330,000
- Kshs. 14,382,8O0
- Kshs. 598,000

Total lGhs.l 5 3l 800

The huge rent arrears portrays laxity in rent collection. which must
urgently be corrected. lt is also noted that lease agreements have not
been drawn for most of the tenants. This situation is tikely to frustrate
the efforu of recovering the rent arrears as a result of possibte disputes
arising from the unpaid rent.

The lnvestment ln real estate diverted the soclety from lts core
buslnes and has been a drain on the soclety's lncome. The ownershlp
of the properties llke Harambee Plaza ls unclear and not benefftlng
the shareholders. The lnvestments have caused the soclety loses
lnstead of profft and a case ln polnt ls the Ushlrlka estate where a los
of l3hs.l20 mllllon was lncurred ln lts development.

9.8 Slte and ScMcc Schcmcs

ln addition to the above properties the Society has also facititated site
and service schemes for which it has invested substintially.

As at February, 2001 the society had spent Kshs308,067,T62.OO on
the schemes as compared to what has been collected from the
prospective buyers of Kshs.2 56,238,88 3.O0.

Proper feasibility was not done to determine all the administrative and
lnfrastructural requirements leading to {ost escalations that were

i
,
:

85



unforeseen. The buyers were unwilling to pay the additional cosrs
causing delays in conclusion of the projects and in sonfe cases
protracted court proceedings.

The lnquiry Team noted that the status of each of the schemes was
exhaustively covered by the Previous lnquiry and specific
recommendations made on the way fonruard for the society. However,
very little progress towards implementation of the recommendations
has been made.

9.9 Rccommcndetlons

The following recommendations are made:

l) The society snould endevour to acquire titles for alt its properties.
2) Lease agreenients should be drawn for all the tenants occupyi^.r

society's properties.
3) The rent arrears should be immediately cotlected, including the sum

owed by Harambee Sacco for the Plaza rent.
The should be revalued and disposed off immediately.

6) Ail ra Plaza should be made to pay for all the

+)

et n

seruices provided by the society.
7) The society" should endevour to recover the money incurred in

facilitating the acquisition of the site and seruice plots. The projecrs
should be finalized and handed over to the branches concerned.

(8)The society should immediately srop further expenditure on the
schemes since they are not its core business. i

(9)court case relaring to Limuru Road houses shourd be expeditdj.

I

preferably as a housing cooperative under a separate independent

Harambee Plaza s ou mana enas a separ ega

n Committee and Sta

86



0,9,O Audlt

- During rhe year 2oo l, M/s Kibiego Kiptum er co. who were the approved
Auditors of the society were paid fees for providing various r.*i.., .i
follows:-

SeMce Cheque
Nos.

r 30448
t 30449

I 2t 415
t 2917 2

103263
r r9915
t 22678

Date

5/ to/2001
5/ to/ 2001

6/7 /2001
28/9 / 2AOt

6/2/2001t
22/ 6/ 2001
30/7 /2001

Amount
(Kshs.)

A
i

(a)Re-auditing of 1999
accounts and preparation

of accoung and records

( b)Accountin g Services

1999 and 2O0O

(c)Tax consultancy
(tee2-2ooo\
ll ll

986,490
l,5l 5,600

Subtotal 2,502,090

126626 3O/9 /2OQl 609,400

124282 t6/8/2001 265,500

442,500
177,000

Sub-total 885

(e r -2000)

(d) Audit 2000

ll

ll

ll

lt

ll

424,900
236,00O
295,000

(e) Refund for the
payment of superuision

fees on behalf of the society

Sub-total 960 800

134743 12/ I t /2001 222,562

Crand total 5,178.812

;il
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9,9.1

(l)

Obscrvetlons and Flndlngs

The accounts of lggg were audited by Deloitte and Touche '

and adopted by the Society. There was no reason therefore, for

M/s Kibiego Kiptum to reaudit the same accounts or prepare

accounts and records which in any case was the responsibility of

the smff. There was neither an ADM approval of the audit nor

another audit report to that effect. The paymens were made

on the strength of the approval of just the National Chairman

andTreasurer.ThepaymentsmadeofKshs.2.5millionas
indicated above was therefore irregular'

There was no explanation or documenmry evidence of

accounring seruices provided by the Auditor for the year 1999

and 2OOb. M/S beloitte and Touche audited the 1999

accounts while M/s Kibiego Kiptum audited the 2O0O account's

and both were separately paid for the seruices rendered. The

p.yrnun, of Kshs6O8,4OO to M/s Kibiego for the accounting

selvices for 1999 and 2000 is again viewed irregular.

one of the main reasons for engaging the Auditor as a tax

consulunt was to make representations to the commissioner of

lncome tax on behalf of the Society to mitigate it from payment

of interest and penalties on taxes. However, nothing was

achieved from the consultancy since the society ended up paying

for all the Exes, interests and penatties as levied' lt is also noted

that M/S PAB Consulmnts were engaged during the same period

(li Jrnu.ry, 1998 to 3O'h June, 2OOO) to provide similar

seruices and were paid Kshs.2.75 million. The society did not

benefit from this consultancy either. The payment for tax

consulran.y ,.*i..$to Kibiego Kiptum of Kshs.885,000 and

PAB consulUnCs of'Kshs.2.75 million were therefore a loss to

the Society

The Auditor was properly engaged by the society to carry out

the audit of the' accounts for the year 2OOO at a fee of

Kshsr9oo,ooo. The Auditor submitted his report which was

subsequently adofled. The payment of Audit fees of

fsns.e6O,OOO wfri&r is inclusive of VAT is therefore proper'

I

(2\

(3)

(4)

I

i
t

J
I
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(s) The refund to the Auditor for paymenr of superuision fees of
Kshs.222,552 that he made on behalf of the sociery to rhe
Departrnent of Cooperative Development is proper.

9,9,2 Rceommcndrtlons

(l) other than tfi. paymenrs ar (4) and (5) the rest of the
payments amounting to Kshs.6,l46,zgo are considered
irregular and further investigations should be carried out to
ascertain their validity"

(2) KUSCCO should in
consultancy seruices.

ii

t
l'

future be approached to provide tax
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CHAPTER X

PROCUR,ETIENT

10"0 lntroduction

ln ocrober, 1999 the society developed and inrroduced the stores
Procurement Manual which was intended to govern the day to day
tendering and purchasing functions. The manuat is quite elaborate and
if all its provisions were strictry adhered ro the society would be
assured of the best possible value for its expenditure.

It is however noted, that the provisions of the manual were ignored
much to the detrimenr of the society.

l0.l observatlons and Flndings on purchase of goods

( I ) During the month of Aprir, 2ool, fourreen (l 4) tenders for
supply of various goods and services required by the society for
a year were approved. Appendix vi shows a comparison of
prices berween the awarded, lowest quotes and market prices for
a few of rhe itenrs tendered. lt will be noted that the prices of
the firnrs awarded are on average 2 to 3 times that of the
nrarket or lowest tendered prices. There was no justification or
explanation provided for not awarding the tenders to the lowest
quotes or the firnrs whose quotes closety marched the market
prices. The value of ail the renders awarded for the period was
Kshs.27 .3 nrillion. As a result of ignoring the towest bidders
the society lost ar reasr Kshs. I 4m. on the tenders for the
purchase of goods alone.

(2) lr was also nored that almost alt of the firnrs awarded the tenders
are not established dealers/stockists or manufacturers of the
items awarded, which is in contravention of the procurement
manual para 2.2(v). Most of the firms awarded provided
mobile telephone conracrs which implied that they do not have
established business premises from which they are operating.
Neither did they provide vAT regisrration or a currenr trading
licence which goes to suggesr that 

'' the firms awarded are
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,,briefcase" types which are normally unreliable. This view'is '
given credente by the fact that almost half ( I 4) of the fitms-

awarded rhe tenders have defaulted in supplying goods

compelling the society to resort to expensive petty cash

purchases.

n 0.2 Obscrvmlons rnd Flndlngp on MrlntGntnGG rnd Rcpelr Scrvlccs

(l) The scope of worla or Bills of Quantities were not drawn prior

to tendering to indicate the exact repalr or maintenance works

required. The intended works were generalized as indicated at

eppcndk vlt at6ched. As a result, the tenderers were unclear

on what to quote. A number of them did in fact indicate their

inability to provide reasonable quotation without Bills of

Quantities or prior assessment of the repairs requiremens. This

fact is ctearly portrayed in the tendered prices which varied

significantly as shown at appendix vii.

The society sunds to be cheated in such a situation where the

exact repairs or maintenance works required are not well

defined. lrrespective of the value of the works undertaken the

contractor will still be etigible to claim the full value of the

contracts.

Appcndbr vlll shows a summary of the works done by the

cot ttt.tors on Harambee Plaza in respect of electrical, plumbing

and general building works and the materials that were utilized

for the worta underuken. As at February, 2OO2 the contractor'

was pald a total of Kshs.6,875,527.35 out of a total conract

sum of Kshs.7,85 2,460 leaving a balance of only

Kshs.976,932.65. The amount paid is broken down as

follows:-

- Kshs.3,9 26,230.00
- Kshs.2 949 297.35

75,527.35

(4) The lnquiry Team was informed that the contract did not cover

materials as these were to be purchased separately by the

society. However, this was not specified in the tender thereby

(2)

(3)

i

-l
I

Payment for materials

Other payments (presumed labour)
Total
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creating a loophole which could be abused. The marcrlals were
bought at the prices quoted by the contractor but there was no
evidence to show the materials indicated as supplied were all
received. The payment of Kshs.2.9 million for labour atone for

minor in naure ls

appropriate
thii

10.3 Obscrvrtlons rnd Flndlngs on Clcanlng ScMccs

The contract for cleaning seryices for the year 2001 was spltt
into eight different seruices and subsequently awarded to five
firms as shown below:.

ITEM DESCR.IPTION QUANTITY NAME OF CO. TOTAL PR.ICE

(l)

L Cletnlng of floor
2. Clefnlng of cloakrooms
J. Cle6lng of Bulldlng
sunoundings Whole bulldlng

,{. Clelnlng of wlndow panes Whote bulldlng

5. Clelnlng of the carpet
6. CleSlng of wlndow cunains
7.-CleOlng of chaln
8. Clernlng of Roof tops

Whole bulldlng
Whole bulldlng

Netcol cleanlng
Goldhawk suppllen

Creatlve cleanlng
servlce Ltd.
Rlft Valley Homes
Management

Netcol cleanlng
Netcol cleanlng
Pest Servlces
Goldhawk supplles

7l t,600.00
2 t8,040.00

480,000.00

2,,{0O,000.0O

2 t,0oo.0o
30o,000.0o
t80,000.00
230,{00.00

Kltu.4,s{ I .01O.0OTool

(2) The Team noted that the spritting of the contract was
unnecessary and created administrative difficulties in superuising
all these contractors who essentially render simitar seruices. The
society therefore, stands to be cheated to pay for seruices not
rendered as a result of the inabiliry to effectively supervise alt
the contracts.

I O.+ Recommcndetlons

The following recornmendations are made as far as tenders for
purchase of goods and the maintenance and repair seruices are
COIC€ffi€d:

:,

,,1

I
i

,'l

ii,
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(t) The tenders should as much as possible be awarded to -the'

lowest tenderers unless the lowest has been technically evaluateF

and found incapable, in which case subsequent lower offer.(s)

should be awarded. Under no circums6nces should the prices

awarded be in excess of 100/o of the prevailing market prices.

(2) The scope of works or Bills of Quantities must be drawn and

utilized to tender for all maintenance and repair works. The

firms awarded maintenance contracts must be registered with

the Ministry of Public Works in the relevant category.

(3) The tender for cleaning services should be grouped into three

categories thus:

Category Cleaning of floors and cloakrooms
Cleaning of window Panes, building

surroundings and roof tops.
Cleaning of curtains, carpets and chairs

(i)
(ii)

(4)

(iii)

The frequency of cleaning for categories (i) and (ii) should be

specified.

The current CMC, Superuisory Committee members or staff

should not carry out business with the society due to conflict of

interest.

(5) The society should ensure that any future tenders are processed

in strict conformity with the provisions of the Procurement

Manual.

lO.5 Obsclvrtlon rnd FlndlnF on Purthescs through Pctty c.sh

Appcndlx k shows an analysis of expenditure through petty cash

from Juty, to December, 2OOl. The fotlowing obseruations and

recommendations are made as regards the petty cash purchases:

(l) Kshs.l.8 million was paid to KENATCO taxis in the year 2001

for taxi hire in addition to the expenditure from the petty cash

for taxi and transportation charges paid to staff which on

average is Kshs.3,lO7 a month.

.?-

l4:

,n(rt'].
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(2) The repair of telephones averages Kshs. I I ,7 20 per monrh andis undertaken by a firm other rhan m/s Terkom (K) Lrd. This
is an unnecessary expenditure to the society.

(3) The committee members draw sirting allowances and yet theyare provided with lunches at the expense of rhe socieiy.- tne
staff similarly enjoy the same provision.

( l0) The authenticity of rhe cash given to the drivers for car wash
cannot be established.

I0.6 R.ccommcndatlons

(l ) The hiring of raxi [o rranspon cMC and staff members and the
transportation charges paid to staff members for delivery of
official mail should stop. The society,s own transport should be
utilized for rhese purposes.

The cMC and staff lunches provided at the expense of the
society should srop.

The funds avaited to the drivers for car wash should be stoppedand major petrot stations be contracted to undertake
comprehensive car wash.

obccrvetlons and Flndtn$ on purchases through Lpos

During the month of December, 2ooo the society issued LpoNos.l656 and r 6g8 for purchase of window curtains worth
Kshs,550,750.50. rn accordance with paragraph ro.4 of the
Procurement Manual this order should trave been advertised
through open tender. The Internar Auditor observed rhe
ir,refularity of the purchase in August , ZOOI . His observarions
were ignored and in the same month and to the same supprierano$er LPO No. r g23 for suppry of curtains wonh
Kshs:688,429 was issued. The Auditor obserued this purchase
once more having flouted procurement procedures.

(2)

(3)

lo.7

(l)

I
,l

j
{
.,1

,
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(2) Quantity of I0,000 blank PVc cards valued at Kshs.3oo,0oo
were procured during the month of october, 2000 froni M/s
Movest Enterprises who quoted the rowest among thd thiee
firms invited. This purchase being in excess of Kshs. r 5o,ooo
should have been done through open tender as provided in the
procurement Manual.

(3) LPo No. 1826 was lssued to M/s Deslgn wear Ltd for supply of
office furniture valued at Kshs.2l4,600/=. No quotations
were invited for the purchase.

10.8 Rccornnrcndetlon

The provisions of the Procurement Manual should strictty be adhered
to for all future purchases.

10.9 Obrcrvetlolu and Flndlnfr on Rcdr*retton of Suppficn

ln accordance with para. l3 of the Procurement Manual the society ls
required to keep a record of is suppliers. lt ls further required that the
societ! deals directly wlth well esublished firms rather than
commission agents. A computer print out of supptiers avalted to the
lnquiry Team does not lndicate the goods or seruices to be supplied by
the respective firms. Most of the flrms listed are neither manufacturers
nor known dealers in the goods and seruices the sociery usualty
procures.

10.10 Rccomnrcndetloru

The following recommendatlons are therefore made as regar,ls the
registration of suppliers:

( I ) The suppliers list should be updated to lrlclude the goods and
seryices dealt with.

(2) At least five reputable firms who shoutd either be manufacturem
or stocklsts/dealers should be identlfied for each category of
goods or seruices required and listed in the register of suppliers.
The firms should be identified from those who apply for
registration as society's suppliers after advertisement ln the dally
papers by the soclety calllng for interested applicanrs or from

.ti:
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(3)

thole .*ho may have applied on their own initiative .Anevaluation of the firms shouia pieceae the approvat to register.The registered suppliers shourd be evatuated.annuafiy and those
!-rms 

that have periornred p""irv be deleted.ln cases where goods or services are not covered by estabrishedtenders or the respective ,.nJ.r.,. is in defautt, the societyshould invite quocations fronr registered nr,rr-onfy.'

(4)

10. I I Obseratlons and
Procurement Std

Flndlngs on euallflcatlon of

As noted earrier, the procurenlent of goods and seruices required bythe societl^ lj a nrulti-niillion shilling buiness. The tenders establishedlast vear (2oor ) arone *.ru;;;;h"rirr.,r.ii.sr. The fisure is higherwhen one considers the reit of the purchases donii through petty cash,LPos or negotiated .or,ru.u. The estimate of the varue ofprocuremen$ since rast year is Kshs.50nr. such a targe vorume ofpurchases musr therefoie of necessity be handred by quarifiedprocuremenr personnel who woutd utilize their expertise to ensure thesociety derives.the besr possibre value ror-itr-ulolri-,,rr..' ,, *r,' however' disturbing to noie that this responsibility has been retegatedto a clericat officer who has no proiri.;;n;'quarifications at art.

10. I Z Recommendatlon

The society should therefore, immediatety emproy quarified personnelto manage i$ procurement.

l0' I 3 observatrons and Frndrngr on contractr

Harambee sacco has entered into contracts for various worksand services. The rnquiry Teanr ierused a, the contracrdocumenB and singled out a'few which raise outst.noing iirr.r. 
'
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t O. X 4"f Rchabllttetlon amd Modcrnlzetlon of 4 noo llfts
I{erembcc Plaza

(l) ln December, 2000 M/s Kenya Lift Company Ltd.

entered into a contract with the society for the

rehabilitation and modernization of the 4 lifts at

Harambee Plaza. The salient terms of the contract are as

follows:

(a)
(b)

Contract sum

Payment Terms

- Kshs.23 million
- 800/o - Kshs.1 8,400,000 to be paid on

signing of the agreement.

(c) Delivery and comPletion
' Delivery 4 months after paynlent and completion 2

months thereafter.

- l5o/o - Kshs.3,450.000 to be paid on delivery
- 2.50/o' Kshs.s75,000 to be paid cn completion

and handover
- 2.50/o Kshs.575,000 being retention fee

payable six (6) months after completion and

handover.

The society effected the Kshs. I 8.art down paynlent on

8'h January, 2O0l . The delivery of the nraterials wu
therefore to have been made four (4) nronths later i.e by

5 May 2OO l, and the completion of the works two

months later ie by 5 luly, 2OOl - However, by the time

of writing this report the works remained uncompleted,

which is a breach of contract. 
t

The delay in performance of the contract has greatly

inconvenienced the smff, tenants and all the visitors to the

building. The Inquiry Team noted that as a result of the

inconvenience some of the tenants of Harambee Plaza had

to vacate the building occasioning loss of revenue. A
total of Kshs.21,850,000 out of the toul contract lum
of Kshs.23 million has been paid to the contractor le{ring

a balance of Kshs.l,l 5O,OOO against Perbrmance Bdnds

(2)

(3)
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(s)

provided worrh Kshs.5,750,000. The cost of
modernization/rehabilitation of the lift under this contract
is considered exorbitant.

It was also noted that in August, 2000 the society
contracted M/s Kenya Lift Company Ltd. for the supply
and installation of six (6) condrol cards in the lifu at ,

Harambee plaza at a totat cost of Kshs.l,854,OOO. Full i
payment for the cards were effected and M/s Kenya Lifts
Company Ltd. acknowledges receipt in clause 4 of the
contract agreement. There was no evidence of the supply
or installation of the cards. M/s Kenya Lifs Co. Ltd. had
a comprehensive maintenance agreement with the society
from August, 2000 to 3ln ]uly, 2001 . They had atso
pledged free maintenance of the lifts for a further one i
year from I August, 2OOl . lt was therefore not :

necessary for the society to enter into two separate
contracts for the same work.

The lnquiry Team also learnr that despite the
comprehensive lift maintenance agreement for which the
society was paying Kshs.3l8,600/= €v€ry three months,
the lifts remained unserviceable for most of the times. It
was imprudent for the society to'have continued paying
for seruice not rendered.

l0.l 4.2 Recommendetlonc

The following is recommended:

(l ) The contract for the modernization and rehabilitarion of the tifu
should be finalized immediately.

(2) The corisultant overseeing the contract should produce a

technical report on the performance of the proiect to the
society.

(3) The payment of Ksh.1,854,000 to M/s Kenya Lift Company
for the supply and insullation of six control cards should be
investigated.
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I0.1 4.3 Obscwatlons end Findlngs on Rcnovatlons to |i
I'frlsonettcs and st ff Quartert on Llmuru R'oad

( I ) Five firms were invited to tender for the above works and -the

lowest tenderer M/s Kamar Construction was awarded the

tender ar rhe sum of Kshs.7 ,927 ,387 which compares

favourably with the consultants estimate of Kshs.7,750,960,
The completion period was given as l2 weeks. The contractor

took site in early lanuary, 2001 and therefore' the completion

date should have been early April, 2001. However, due to a

dispute begeen the society and tenants of six (6) of the houses,

the contractor was denied access to the houses and therefore the

lvorks could not be completed on time.

(2) lt is nored that the contract sum has since been varied by

Kshs.2,443,602.50 to a new running contract sum of

Kshs. 10,57O,989.50 as at 4'h October, 2001. The variation

which represents 33o/o is considered signlficant and the

additional works should have been retendered as per the

procedure.

(3)

10.14.4

(l)

The contractor has to date been paid Kshs.9,707,296.70
leaving a balance payable of Kshs. 853,493. That

notwithstanding, the contractor has submimed a further claim of

Kshs.2,6 14,893.20 vide his note ref:KC/HCP/AA'Q$ dated

3O,h November, 2OO1 . This claim is arising as a result of the

client keeping the contractor idle beyond the stipulated contract
period. The claim covers the period from 4'h April, 2001 to

l6th November, 2OOl. The claim is estimated at Kshs.3.7

million as of February, 2002.

Rccommcndetlons t

The contract should be terminated immediately to stop

continued escalation of contractor's claim for doing nothing.

(2) The works done sho'tld be assessed and the contractor be paid

any monies due to hi The remaining works be retendered atmt
t
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a later date once the court case invotving the tenan$ and the
society is determined.

(3) The management should pursue urgent settlement of the case
involving tenants.

X 0" I ,+.5 Observation and Findlnp on
Offlces - Hararnbee Plaza

Partltioning of l'd Floor

t4/s ).M. Muritu was awarded rhe contracr for parritioning oF
3'd floor offices at a conrract sum of Kshs.9,l0l,000 after
emerging the lowest among the six firms invited to tender for
the works. The construction period was given as l4 weeks.
The contractor took site on l5,h lanr1ary, ZOOI. The works
were practically cornpleted and handed over ro the society on
3'd August, 2001. The finat conrracr sum inclusive of
consultancy fees was Kshs. 1 4,45 4,17 8 , The following
obseruations are rnade regarding the project:

( I ) The project was poorly superuised with roo many
instructions to the consultant/contractor to vary the
original scope of works. This resuked in variation of
Kshs.3,578,104.85 on the contract sum.

(2) Some works remain uncomplered as indicated below:-
- Glass film to designated areas
- 4 No electric door locks
- Defects to alluminunr doors
- Completing the pigeon hotes
- Completing light fitting insrallations ar the enrrance
lobby.

(3) The current paftitioning was undertaken ro correct the
inadequacies of the previous partitioning in areas of
natural lighting, air ' circulation and personnel
accommodation but these appear not to have been
achieved.

(4) A similar partitioning had been carried out on the same
floor in Ocrober, I 998 ar a cosr iiF Kshs.l .5 million only

a

I
r0t



I

I
I

l0. r 4.6

l0.l 5.0

to be denrolished 2 years larer which was a waste of
fu nds.

(5) The expenditure on rhe partiriorring of Kshs.l4.4 nrillion
was nor a priority and achieved little in enhancing
efficiency.

Recommendations

(l ) The then CMC menrbers should be surcharged ro the
tune of ren per cent of the value of rhe variarion which
was occasioned by their indecisiveness and poor
supervision of the works.

(2) The outstanding works should be completed inrmediarely
at no further cost to the society. The society should also
file complaints against the firms which have not executed
fully their obligations with their professional bodies trrey
are affiliated to and rhe Cooperative Tribunal.

Dlsposal of Asscs

The society has no procedures in place for disposa! of assets.

The lnquiry Team recomnrends rhat a proper disposal policy and
procedures be developed and incorporated as a chapter in rhe
procurement nranual.

I O. t 6.0 Lcael Scrutccs

ln the year 2o0l the sociery paid a total of Kshs,23,J6r,057.05 ro
various advocates for rendering legal seruices. Detaits of the paynlenrs
made are as shown et Appcndb( X.

l0.l 6. I Obscrv.tlonr end Flndlngp

The lnquiry Team obserued rhe foltowing as regards legat seruices:-

( | ) The society had employed a senior Legal officer who should
have handled some of the cases for which outside advocates

i
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(2)

(3)

(4)

(s)

(2)

I 999
2000
200 I

were engaged such as drawing simple purchase contrac* andlease agreemenB. The management engaged the advocates
withour first seeking the opinion and advise of rh. senior r.gil
Officer on how to proceed with each of the cases.

During the month of lune, 2oor five different rawyers were
paid a total of Ghs.l0.9 million which includes paymenr ro one
lawyer of Kshs.Zs ,iltion. 

"'-'!Yi' Fq

we note that there has been frequent transfer of cases between
the various advocates engaged by the society at different times.
The large turnover of advocares is costly ro the society since it is
made to pay double for the same service and in some cases withinterest. 

i
sorne cases were disputes berween members and the society
which could have been inexpensively disposed of by referring
them ro rhe Cooperative Tribunal.

The expenditure on legal services has been escalating over the
years as follows:I

I
I

I
I

I
I

1

I
.t

i
i

I

1

I
I

i

1

I
i
i
I
1

I
I

i

Kshs.3,0l I ,757
Kshs. 12,034,993
Kshs.23,361 ,057

I % months of 2OOZ Kshs.g,640,gOO

There is need to curb this expenditure.

10. I 7.0 Recommcndatlons

The following is recommended:

(l) The advice of rhe senior Legat officer must be soughr for alt
legal matters.

The society should review all outstanding cases with a view of
settling some of them our of court.

,iI
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(3) As ntuch as is practical, the Cooperative Tribunal should be

utilized to settle disputes as provided for in the Act. Memberi
need to be educated to this effect.

(4) The society should endevour to engage the Service of at most 3

reputable law firms capable of handling atl types of cases (criminal,

conveyance, civil, etc.) which should be approved by the ADM, iust

like the Auditor.

(5) The performance of the legal firnts engaged should be reviewed

periodically.

I

i

I
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CHAPTER, XI

TOANS ADITIIN ISTRATION

ll"0 ,1
-c lntroductlon

The covernment of Kenya poricy paper on ,,Renewed crowth through
th.. .!:operative Movenrenr sures that ,,sacco societies,, are
estaDrished with the objective of enabting menrbers with a comnl'n
P.lt to save 

.regurarrv 
,;;;for the purpose of crearing a poor of

runds rrom which those nrembers can obtain credit facilities on softer
lerms than would be available in the existing institutions.,, This, in
*.4.1f. implies that the granting of loans is rhe core business of
SACCO societies.

Ifr this connection, the Sessional Paper No.6 of l9g7 on Cooperatives

$^llltlalized Economic Environment gives one of the benefits of rheSiALcos as "provisioh of credit to nrembers for defraying urgent
eftpenses such as school fees, funerals, hospital bills, ai affordable' cbsr."

I I .l . h*s pollcy and procedures

B[-Laws Nos. 64 and 65 create the credir sub-conrnrirtee which is
dblegared the responsibirity of adnrinistering the roan poricy assliRulated in the respective by-laws. The Society offers three types of
lqans, namely;

Developnrent Loans
Enrergency Loans
School Fees

(iD

(il)
(ifi)

,

{ccording to the policy, a member is entitled ro any two loans at anygiiven time as long as repaynrent allows. The interest charged is I o/o
pir nronth on the reducing batance on all rypes of toans granted.
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n 1"n.n Speclafl eondltfroms @B! toams

(l) Developrnent

It is granted to a maximum of three (3) times a member's
contribution, recoverable within forty eight (48) months as at
present.

(li) Emengemry

The loans in this category is granted to a ceiling of Kshs.20,000
repayable within a period of twelve (12) months. lt is

administered partially m the branch level, through branch floats

and at the societies headquaners. Al! Nairobi loans are however
received, processed and paid at the Sacco headquarters.

(lll) School Fecs

The loan is granted upon production of fees structure and

recoverable within l2 months.

17 .tr "2 Othcr Spcclal Lcndlng Rcqulrcmcnts.

Apart from the above special conditions that apply to the
respective loan types, there are standard lending procedures

which a.pply to all loans as a matter of policy. The most
important to mention for this purpose is the order of priority in

the assessment and disbursement of loan applications. These are

as follows:

(i) Members who have never had loans
(ii) New members who have qualified for loans
(iii) Members who have cleared their first loans and have

applied afresh.
ln any case smaller loans should be considered fir,st in case of shortage
of funds. The principle of first-come first-serued must, however, be

obsenved in atl circumstances.
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1.1.2 condltlons om $harc Bostrnc amd Lremps.l,!! [oare Repapnents

- The society imposes some conditions on share boosting and tumpsum
loan repayments as follows:

(i) Any boosting of shares by cash orher than rhrougfr the payroll
attracB six (6) months waiting period before application of the
same type of loan can be considered.(ii) upon clearing a deveropment (normar) toan barance by cash, a
ntentber must wait for three (3) months to qualify for another
loan.

(iii) The above condition (ii) may be waived when a member pays
l50/6 penalty of the cleared balance.

I I .3 ?crforrnancc of r.oen Account/crcdlt Fecillty

The Sacco has granred loans to members from lggg-2OOI to a total
of Kshs.6,l55,6 l2,940.OO as shown below:

Table: I Annuar summary of Loans Approved for the years r ggg-zoor

source: Annuar sunr,rary of Loans Approved for period lggg to2001, (Loans Departnrent, Haranrbee Sacco, Ltd.)

I I .4 Loans Backlog

There is a six nronths roa, backrog. As ar March, zoo2 there were230 scheduled and 2590 unscheduled applications, all amounting ro
Kshs. 29 6,67 8,620.

I 1.5 YYrimen off Loams

ln the year 20Ol Harambee Sacco Society wrore off loanj as shown
below:-
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Tabte: 2 Schedule of loans written off in 20O I by months

Source: Compiled from Schedules of loans written off in the year 2001,

Harambee Sacco Society

tr 1.6 Non Performlng Loans

It is indicated by the society that it has suffered

Kshs.sl3,l83,O58.9O in terms of non performing loans from

seventeen thousand six hundred eighty eight (1 7688) members as at

the nlonth of December, 2OOl . The society howevef, has not

explained the causes of this non-performance since they are simply

reflected as outstanding balances from respective

nr i n i stries/ d epa rtme nts.

I I .7 Obseruatlons and Flndlngs

( I ) The lnquiry Team noted that the society does not have a written

loans policY document.

(2) The society offers a 'Refinance loan" but this is llot deflrred itt

the by-law. This facility is however not kttowp to l'llost

nrembers. There is also Jn indication tfuat it is errioyed

exclusively by the Sacco emptoyees.who can afford to sustairr it

due to their comparatively high salaries. ln the yeal', 2OO I tlte

sociery advanced Kshs.20,674,797 under this category.

ii

t

s"N 2001 Month No of loanees Amount IGhs.

I lanuary 33 1419157.00

2 February 50 22497 33.00

3 March 50 1648419.50

4 I 54 2307 227 .OO

5 M 49 2526107.00

6 June 44 1279681 .00

7 ul 45 1844436.00

I Au 4l I r r 5839.00

9 ber 48 2184923.00

l0
ll

October
Novenrber

32
66

1628905.00
2422987.O0

t2 December r8 s74007.00
Total s20 l9 356 986.30
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(3) There is overwhelming evidence that the society does not follow
the requirement that a mernber should not suffer total
deductions in excess of 2/3 of gross earnings. Evidence from a

large number of sACCo employees whose files were sampled
reflect this anomally.

(4) The lnquiry Team noted rhrough interviews with members that
the Credit Committee does not strictly adhere to the first- come
first serued rule in loan approval. This observation was also
made by the supervisory committee in its report to the ADM
in 2OOl.

(5) The definition of non-performing roans is. not clear to the
lnquiry Team. The cMC suggested to rhe Team in a discussion
held between the nl,o on ls/3/zooz that the non-performing
loans are the defaulted ones or those which they ,,are not able
to distinguish, the position of the defaulters." This is an
inadequate explanation for loss of Kshs.5l3,l 83,059.90
already cited above. There is therefore, a generat weakness in

, Ioan recovery rystem in the society.

(6) The lnquiry Team noted that casuat trearment of loan
applicatlon forms by the respective officers/sections in the loan
approval process is widespread. In most instances the
applicans' names are not given in full, witness particutars are
missing, verifying personnel do not write their names and/or
dates. cenerally, a lot of spaces are not filled which may lead
into tampering with the documents.

(7) There is a prevailing view by the members that toan appeals are
approved by the cMc dlscriminately and that there is no limit
to the amount to be considered at any given time. This defeats
standard lending procedures and principle of first come first
serued.

(8) Both members and the managemenr of the society conceded
that erroneous deductions do occur. The lnquiry Team
attributed this to either the society or the Ministry's failure to
effect appropriate check- off.
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(9) The lnquiry Team noted that there are delays in effecting
cieductions which cause members to suffer penalties in terms of
accrued interest. The causes of these delays are:

(i)payroll conditions imposed by the employers

(ii)collusion of members with payroll personnel or
SACCO Staff.

(i 0) The suspension of development loans in favour of school fees

loans inconveniences members who have different priorities.

X n.E ReeoummcndacEoErs

(l ) The society should formulate a comprehensive loan policy

document.

(2) The 'Refinancing' loan should be abolished.

(3) A regular inspection of the SACCO employees payroll should

be conducted by the Supervisory Committee in liaison with the

lnternal Audit to ascertain compliance with the two thirds (2/3)
rule on gross earnings.

(4) The society should strenglhen its loan recovery system by:
(i) lmproving records management
(ii) Designating a specific Officer to make follow-ups with

Ministries.

(5) The lnternal Auditor should not allow payments to be effected

in applications forms which are not fully filled a

loan amounts.

(6) Any Officer found negligent in handling forms should be

disciplined.

(7) There should be a fixed amount of money allocated to appeal

cases each week.

1d 
or altered on
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(8) The manlgement should progressively set aside funds to cater

for excedive loan demands due to school fees and in case of a

shortfall teek loan facilities from KUSCCO Central Finance

Programnle.
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CHAPTER, XII

STAFF I'IANAGEI.IENT

l2.o

anagement of the human resource is commonly regarded as entailin
liar challenges. Unlike other resources that also contribute to

dispensable performance, the human resource is "dynamic in nature.
tivation is indispensable in utilization of human resource but is

ce in sufficient quantity and quality is not an automatic
tee for desired out put. Other factors also play an important

le in achieving the desired output.
I

The scope of human resource management encompasses the activides

lf selection; recruitment, placement, motivation, devetopment,

{iscipline, and exit. All the activities are carried out within a policy

framework that should be in harmony with labour laws, among other

fsrl and hdmanitarian conventions.

l2.l ftd of Herembc SACCO
l

A staff headcount conducted by the Inquiry Team accounted for two

frundred and fifty eight (258) staff at the Sacco. This felt short of the

fanuary, 2OO2 payroll total (262) by four. Going by the Career

frogression Guidelines released in February, 1997, staff fall within any

fne of a total of thirteen cadres, in a thirteen - scale grading system

fanging from HCI (General Manager) to HCl3 (Messenger).

12.2 Quetlty of Std
l

Pr. to its consistency and prevalence, the Team applied the

fombination of K.c.s.E. Div.lll/K.c.E (c-) to form an opinion on rhe

feneral academic status of the Sacco employees and noted that

fcademic sundards (with exclusion of some odd cases) improves with

frades. For insunce, attainment of K.C.S.E Div.lll/K.G.E(C-) rises

from grade HCII to grade HC5 as follows:
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Academlc Standards lnthe Sacco Table 3

It is worthy noting that although the right level of staffing and quality
of staff are imporunt pre-conditions, motivation has considerabte
influence on output. Motivation arlses from the satisfaction lndicated in
a iob reinforced by interpersonal relations such as recognition and
esprit de corps i.e team culture.

Realization of a team environrnent that promotes productiviry hinges
on Human Resource policies in place and how they are interpreted.

12.3 obscruetlons on stdlry poshlon .nd work Ervftonmcnc
(Condhloru of ScMcc)

The optimal level of Harambee Sacco staffing is yet to be objectively
determined (the headcount total did nor reconcile with figures
presented by the departments and sections). Lack of a strong tradition
in formulating, articulating, and interpreting policy makes professional
management of Human resource in general elusive. The same reason
may account for anomalies inherent in the provision of medical
beneflts, lack of staff proiection and a coherent staff development plan,
besldes unprocedural practices which mar the functions of recruitment,
placement, discipline, exit, etc. Typical (and selective) irregularities
for given functions ln the recent past are observed below:-

E. 12.3,1 Rcsultmcnt of Std

The Sacco's membership profile and countrywide operatlonat sutus
would demand a recruitment approach that is open, objective, (i.e.
demand driven and merit based) and beyond public reproach. This
has not been the case. Interuiews and discussions conducted by the
lnquiry Team reveal a long tradition of abuse in recrultment.

I

a!

1

Grade FICII HCI 0 HC9 HC8 t1c7 HC6 HC5
No. of staff who scored above
the cur-off point

22 l4 25 l7 r0 8 '9

Total No. of Staff 79 27 42 26 t9 il r0
Percentage 27.

I
s7.8 59.

5

65.3 52.
6

72.
7

90
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As has already been cited elsewhere in this report, the turnover at

CMC level has been disturbingly high. lt is usual for successive teams

of the management committee to bring on board (or accelerate
promotion of) "their" hand picked people to the detriment of some

seruing staff who have their seruices stagnated or terminated. One of
the rnost memorable of such cases, detailed in the lnquiry Report of
2000 concerns the unprocedural recruitnp:nt and extension of
exclusive loan and allowance benefits to a fdrmer General Manager.

These top-level irregularities permeate the lower levels of the

SACCO's staffing structure as well. For instance, some respondents

informed the lnquiry Team that it was not a coincidence to have a key

department of the SACCO staffed ovenruhelmingly by officers who hail

from a particular region of the country.

The assertion was corroborated by the staff hiadcount conducted by

the Inquiry Team which is indicative of an undue influence in the

recruitment and deployment processes. Such practices create schisms,

destroy esprit-de-corps, and undermine corporate stability.

The staff headcount also revealed that some handpicked staff are quite

good, but others have low qualifications, making them doubtful
material for further development.

The Human Resource Division Staff Regulations and Procedures Career

Progression Guidelines outline procedures which if adhered to would

introduce objectivity in the society's recruitment.

12.3 .2 Placcmcnt

If done objectively, placement maximizes benefits from special

quatifications, skills and aptitudes of suff, by matching these with

appropriate organizational, superuisory, operational and customer

seruice roles. It results in efficiency, iob satisfaction, customer

confidence and less stress for management.

The following Concerns were raised by members (including delegates

and CMC officials) with regard to placement in the Sacco.

t
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(i)

( ii)
(iii)
(iv)

It is not guided by professional and technical competence

of staff . '

It is not meritorious
It is driven by patronization, nepotism and tribalism. .

tt does not match iob specifications with iob descriptions

but goes with the "attractiveness" of particular sections.

Several heads of departments conceeded the existence of the cited

improprieties and attributed them to interference (historical) by Cl\{C

members and delegates in the processes of recruitment and placement

An analysis of the situation by the team based on the data collected in

a staff headcount exercise revealed that the inconsistencies do not

constitute a pre'dominant pattern but are nonetheless significant due

to thelr high visibllity whlch tends to amplify their impact. Some odd

situatlons revealed by the staff headcount exercise include:'

(i) lndividuals in accounts who lack the most basic accounting

qualifications such as ACNC/KATC or CPAI.
(ii) Twenty four individuals with high academic credentials that

would merit higher placement thari grade HCI l.

(iii) Three individuals in grade HC8 whose academic credentials are

not commensurate with responsibllities at that level.

l2.l.l Dbdpllnc

The SACCO's policy on discipline is expressed ln the Human Resource

Dlvislon Suff Regulatlons and Procedures and ls replicated in the

Collectlve Bargaining Agreement. The documents have comprehensive

scope, procedures are logically articulated, and the penalties are

commensurate with related defaults, violations or misdemefrnor. ln

fact, slmllar provlsions apply quite effectively ln the Civil Service a

well as the SACCO Sub'Sector.

lnformation from some management staff suggested that disCipline is at

times difflcult to enforce ln an atmosphere where CMC members and

delegates interuene and some cases are personalized or even tribalised.

This situatlon seems to be improving as there are evidence 
fresently
?
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who are alleged to have disprayed serious misconduct now face
inary action.
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se of the srrong emotional sentimenr associated with exlt, and lts
t on the livetihpods of rhose involved and their dependans, it ls
regulared ln tlaw and is a major concern from a policy sundly

po t.

Pe
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(i)

(ii)

(iii)

(i)

istent cases of concern which are based on pursuit of narrowly
ed interests in violation of exit policy, are highlighted below:

Some smff are
to create roon
candidates.

h
I

arassed and forced out of emproyment in order
for CMC members' and delegates, handpicked

Termination or non-renewal of contracts of management suff
who do nor fulfill irregular demands of influentlal cMc
members or delegates.

Termination of conrracr of key heads of department when the
godfathers who manipulared their appointmenr are voted out of
the CMC or branch posirions.

of tho prcssurc feccd by hordr of dcprrtm.ng lncludcr

To employ staff regardless of the vacancy and the candidates
qualification.

( ii) To promote suff who lack merit.

(iii) To place staff in "attractive" roles/functions.

(iv)

(v)

To "find" fault with staff who do nor comply.

To train selected staff in preference to others.

To permit irregular payments or fraudulent activities.(vi)

lt7



6y all accounts, the threat of an uncontemplated exit is used as a powerfll 
.vileapon of blackmail. In such a scenario, rhose who cannot beat til '

system simply ioin it. lt is commendabte that in a Strategic plan Or.*n ii2ooo, the Sacco has taken cognizance of the irregularitiis inherenr.in itsapproach to Human Resource Management and has accordingly improved
on the respective areas.

,2.3"5 St6tr Dwelopuunenta

A comprehensive staff development scheme would be concerned withthe following:-

Strong academic credentiats pre-determine the potential and suitabitity
to undertake the above listed requiremenr.(i)-(v)

(a) nro Seccos Std Dcvctopmcnt pollcy

Staff development policy is given a one page treatment in section 7 ofthe Human Resource Division Staff Rlguhtions and procedures
(Revised January 1999). The core policy starement emphasizes rhe
benefis of staff devetopment to both the organization and staff but
does not mention benefit to the customer.

The lnquiry Team was informed that difficulties in the policy area are
aggravated by lack of staff proiection and absence of a Training Needs
Analysis. The respondeng atso rev$aled that the Education and Sraff
Development committee of the I sacco was in the process of
formulating a coherent poticy document. This is a positiv. ri.p.

(b) Strtus of Std D,wclopmcnt

(i)
( ii)
(rii)
(vi)
(v)

The main impediments cited inclu
low academic credentials of some

Enhancement of academic credentials
lmproving technicat and professional skiils
Broadening people skills(interpersonat skilts)
Entrenching ream skills; besides positive attitudes
lnculcation of change management skitts

de budgeury constraints and the
Going by the strong"{ 

*. suff.
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views expressed by some members of suffr' the sacco,s efforu in
implementing suff development policy have not been impressive due
te "favouritism" ie. some going for courses many times whereas others
are overlooked, and use of training as a reward to the complete
disregard of training needs and lack of a concrete programme.

c) Chellcngw

Challenges to be overcomed in entrenching a new staff development
paradigm are:

I

l(

(i)
(ii)

(iii)

Budgetary constraints.
Syndrome whereby, for instance, staff are trained in
customer care but little impact realised at operational level.
The predicament of assuming that team skills can thrive
whe.re tribalism, nepotism, and patronization are the order of
the day and where accountability for performance is absent
or at best, erratic.
Transforming the CMC into a champion of change.(iv)

In sum total, the irregularities cited in the areas of recruitment,
discipline, etc, amount to "conditions of seryice, or a work
environment that jeorpadises morale and motivation. The outcome is

apathy and refocusing of staff loyalty and alleglance away from their
superuisors and managers to patrons in CMC or among the delegates.

I 2.\.6 Porronnot Ermlunrcnts

Emolumens paid to the staff are observed to be attractlve. lt is not a
sufficient condltion to lmprove.

6llcctlvo Berfrlnlng Agoomcnt

The lnquiry Team got the impresslon that relations between the Sacco
and the Banklng, Insurance and Flnance Unlon were so far amlcably
managed.

12,1.7
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n23.8 lfcdtcel Bomeflts

The Sacco's one year medlcal cover agreement wlrh M/s Medl.Plu's
generated the followlng sentlm€hts:-

(t) Complalnts by suff that the Medl-Plus contract ls bogus due
to numerous excluslon clauses that shlft almost the entlre
medlcal burden back to the Sacco as lf the contract dld not
exlst.

(il) Clalms that some amount of coerclon was applled to compel
suff to slgn contracs wlth Medl-Plus, amldst protests from
the Unlon.

( ilr) Payment of monthly suff medlcal allowance ln parallel wlth
the Medl-Plus arrangement ls not adequately explalned and
ralses further doubts about the whole benefis of the scheme.

The Medl-Plus arrangement ls therefore a costly venture wlth llttle
un$ble benefits for suff. Perusal of the contract which conulns the
excluslon clauses revealed that very few other allmens besldes malarla
are covered by the contract whlch ls not adequately explalned and

ralses further doubs about the whole medlcal cover.

12.3.9 Flndlnlr on Stefi Attrlbdttc and tllork Envlronmont

Human Resource Management ln the Sacco lacks consistent appllcation of
professlonallsm. This ls manlfested ln the underllsted conditions:-

(t) Dlstrlbutlon of suff among the depanments and sections ls not
well balanced. Some sectlons e.g. Flnance are over manned,
whlle others e.g. Procurement have deflciency.

I

(ll) Some of the sectlons e.g. Admlnlstration have deflclencles at
crltlcal supervlsory levels.

(lll) Quallty of suff ls generally low glven lack of motlvatlon to
obtaln technlcal and professlonal quallflcatlons.

l
1
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(vi) Deployment is

specifications.
not always in strict accordance with iob

(v) Meritocracy is not consistently applied in the functions of
recruitment, placement, etc. Inappropriate role play (undue
interference) by some delegates and CMC mernbers being
largely to blame. Although the te,.lins of servlce for staff may be
quite acceptable, the irregularities negate condltlons of servlce
thus lowering morale and motivation.

(vi) Due to poor morale and motivation the ourput of the st:ff is

associated with poor quality of service.

(vii) The Sacco is well aware .of problems that bedevil the human
resource management functions and some viable solutions were
presented in its Strategic Flan drawn in 2000.

(viii) Lack of meritocracy and professionalism and other perennial
weaknesses in the Sacco's human resource management is

exploited by some of the delegates and CMC members in
persuit of personal interests. Restoration of a conducive
environment is dependent on removal of this root cause.

12.4 R.cconrmendatlons

ln order to address irregularities in quantity and quality aspecr of staff,
and management of human resource work environment, the lnquiry
Team recommends as follows:-

( I ) That the provisions of professionalisrn stipulated in by the
Career Progression Cuidelines and the Human Resource Division
Staff Regulations and Procedures be adhered to.

(2) That the Head of !-{uman Resource Management be

incorporated in the Education and Staff Development
Committee as a Secretary/Adviser.

(3) Staff of the Sacco be redenloyed in line inrith their qualifications
and competence to address the cui'rent disparities"

)
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;,.81;:' ;i;: " iJ; rl'ffi [[on the next higher grade. This however, should not arreit sui

who are in grade HC 6 and above. :'

(5) Vacancies at supervisory levet be filted from the tabour market..

(6) A protocol of co'operation be drawn up with the Federation ofKenya Employers (FKE) as a means of rending consurrancy
support.

(7\ Provision of medicat benefis where outside firms are involved
should be made transparent by altowing views from staff and
conform to acceptabte procurement practices.

(8) Feasible recommendations in the Strategic ptan which touch on
staff be implemented.

12.5 Personnel Enroluments Cost

It cost the sacco kshsr 40, r 60,5 7s.4o to sustain the human resource
elernent in the year 2001. This is about 37o/oof the totat expenditureof Kshs.3Ta,s3o,397.55 for rhe same period. Raising the absotutefigure with exception of CBA arrangement is not advisable in view ofpoor performance, unsatisfactory output, and wastages arising fromseruice agreemenLs and moribund proiects cited elsewhere in thereport.

12.6 Roconrmcndetton

ln view of the Sacco's current difficulries with staff performance,
investment in toss making ventures, and costly service engagemeng,the lnqulry Team recommends that rhe Sacco should sustain

:If:$ile on human resource at 37o/o of total recurrent expendirure
ror catendar years 2003 _2005.

122



I

,!

1

.t

l

:
,l

:i

,
;
,l

t

:t
,
{
;

il

n

l

:!

J

!
I
.t

,l

i

l

i

.i

i
i

,:

,,

;

CHAPTER. XIII

I,lEl.ll ER, DEyEtO PMENT

l3.O lntroducdon

ln the Cooperative movement, a cooperator bears the triple identity of
member, customer and owner. The three in one status is rationalized
as follows:-

M The role is attained by registration in a Sacco supported
by monetary subscriptions and adherence to cooperative
principles, stipulations of the Act, retevant rutes and by-
laws. Effective membership should also translate into
improved socio economic status and loyal peerage with a

keen involvement in Sacco events and other activities.

c er A member is viewed as a customer by virtue of enioying
the range of seruices offered by the Sacco at a cost. In
this regard, one should strive to uphold honesty in
business dealings.

Shares and deposits qualify a member to be an owner.
lnevitably this entitles one to earn rebates and be liable to
taxation. lt also bestows the right ro participate in
decision making to guide the Saccos's development; and
the obliga(ion to support fellow "owners" quest for loans
by staking shares/deposits as guarantee.

Members who play all the above roles to the full are a Sacco's most
valuable rerourcc. The prlmary alm of member development ls

therefore to emporlr drem to play all the three roles effectlvely.

Lirtely, erratic performance by CMC/Delegates is fast eroding the baslc
r{asons that made the Sacco recruit the membership strength that totalled
t DO,OOO in the prlrGtrcnchment days. Given its failure to perform to
nlembers exprtations, the three possibilities below may follow:

i

edber
I

ustbm
I

I3 Rccrulm*t

1

t23



(l) Dlfflculty ln recrultlng new members even from traditional preserues
llke Admlnlstratlon'Pollce recruls.

(ll)Mlgratlon of Kenya Pollce and Department of Defence members to
exlstlng SACCOs from thelr respectlve deparrmen$.

(lll) Members reduclng the rate of share contrlbutlons to rhe SACCO.

\3"2 Dlom,bor Edscrtlon

Educatlon ls of paramount lmponance in the process ,of empowering
Sacco members. lt facllltates access and appreclation of lnformarlon,
change of attltudes and behavlour, lmproves personal status and
outlook and promotes competency ln playing approprlate roles. The
llberallzatlon ln the movement removed Government controls and
shlfted lts responslblllty to members. Due to ls lmportance, member
educatlon recelves conslderable emphasls in the movement.

13. 3 Educrtlon for ficmborru

Educatlon needs for ordlnary members revolve around the need to
famlllarlze wlth the Act, rules, and by-laws relatlng ro rhe SACCO.
Programmes should have themes to anlculate the followlng.

(l) Grasp of roles of delegates, members CMC members,
Supervlsory Commlttee members, Co-operatlve Department.

(ll) Appreclatlon of the member's role ln pollcy and declslon
making.

(iii) Familiarization with functions of the Cooperative Tribunal.

(iv) Appreciation of the role of education in the movement to boost
attendance of meetings.

(v) The value of information about the movement and the SACCO.

(vi) The justification for and impact of elections.

(vii) The irrelevance of tribal groupings within a Sacco contexr.
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It became a:pparent to the lnquiry Team that ignorance about their
rights in relation to the above areas makes Harambee members
vulnerable to exploitation. As such they are unable to fill the role the
Covernment used to play before liberalization.

I 3.4 Edueatiosa for Cqlstomers

The management and staff of Harambee SACCO may not shoulder full
responsibility for some of the problems customers face. Examples of
common areas of weaknesses are:

(i) Deliberate defaulting on loans, to the detriment of guarantors
and also rhe society.

(ii) The mal-practice dampens the drive to save, discourages healthy
affiliation and erodes owner's stakes.

(iii) Failure to up-date nominees.

(iv) lumping the loans queue, resulting in backlogs.

(v) Abetting corruption among delegates and SACCO staff.

13.5 Educatlon for Delegates

Delegares play a crucial role in the decision making process in the Society
rnd they require sufficienr education in the following:
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(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)

(viii)

Sinrple budgeting
The principle of democracy in a Sacco

Mobilization tnd conduct of meerings
Organization of Seminars
Sirlple records keeping and running a branch office
Roles of delegates and CMC
lndicators of a well managed Sacco including determinaticin of
dividends
Tinre nrenagement.
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13.6 Edueatlona fon SupcMsoey eormnrlcee Memrbcrs

It was noted thar members of the incumbent commitree have goo(
backgrounds in finance. This tradition should be susuined. However,
members of the committee need exposure ro seminars on law'oi
evidence, networking with other Saccos, financial institutions, person
auditing and forensic audiring.

The last cited area deals with documentary forgery that may
involve faking of signatures and fatsification of records among
others. Competence in this area may deter such rendencies
which dfflict the Sacco.

13.7 Educetlon for CMC l'lcmbcrs

The central Management committee is mandated ro manage the
affairs of the society. They are elected from among members who
may not be conversant with Cooperative marrers. They therefore
require education in the following areas:

(l)
(2)
(3)
(4)
(s)
(6)

Conduct of meetings
Corporate management
Corporate ethics and values
Cooperative law and principles
Role of Cooperative movement
Negotiation skills

13.8 Non Educetlond lntcrvcntlons

There are other interuentions that may go a long way to develop
SACCO members. These may include:

( I ) Branch centred conrests ro reward officials for the best run
branches, the best informed members, erc.

(2) Recognition of branches with the besr record in attending Sacco
related meetings.

(2) Recognition of branches with best kept records.
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l

) Recogniton of branches whose meetlntti :rii;j ,',
of both low and upper cadre personne!.

4) Recognition of branches with most ri-cil.,:, '.., ,r',

ADMS.

i(6 
)

(7)

Enforcement of a code of ethics/concluct.

Facilitation of Sacco meetings aiicl ciite i t:.;i: ...

I
I
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District/Provincial Comrnissioners, .anri l1;,.i,:

Force Commandants.

2l There are however, negative trends such e

lack/negtigible dividends, leadership curnov'r:.
discouraging ntembers enrolment and retenl.r.r:i,

8) Reward for the highest saving membei' i;i i:i,-r;'., r':l

13.9 Funding of Education Prograrmrmes

It is necessary to allocate more resources tlr,'iei.:::::.:'i;ii;..;:'.:
education. However, it has been observe^j iliat Ci',ii: ;ir-jr:,'-i:i'r
spend considerable amounts of money on iciel ,".,tti uL'cr.i.;:1:,i

study tours with no resultant impact cn the!: 3:e:'1,;:"ri..::':i.r.
Some of the funds should be cha;:i':1,1,j r.;:r j,.,;i:.. ,.
nrember/delegate education at bi-anch levei.

I 3. I d Obseryatlons and Flndlngs

,( I ) The society has provided the nece.ss.,rni :\.:{ii-1.'::rir: ir::''r'.
development to menrbers. The nrembers h;,rr,'c i;;i.,,i1 1i:ii, i;'1

undertake nrajor personal development th!'ci.igri: lo:r:,,

i.',-,,. i.'.."'r'; "'. ."
: ,'i\: .-,/ill.Y , r . r-. :; r

+ji: 'r,\i;] liil

y(3) Although the society has attempted t.a i;r:ijr:i;l:i'.: l")',,:-"r.r-,.,1

educarion and information by issuing pei'i+rjir;'is ry.u,':j:,r:;i';, .-',

newsletters, conducted education toLrrs ir: iii-:;1'v I ';,:',; '. -':-' '.'.

headquaners and utilized KUSCCC Iir*,c_.lr.:'ri,.]i 'r ,:' :: '

found inadequate as there is little ii,.rp;c.i {';'r r', r''.. .: .'
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(vii)

(viii)

Officers of Department of Cooperative Development are flot'
fully utilized in providing member education and information.

The society does not apply non-educational intenuentions for
purposes of enhancing member development.

(k) Although the budget provision for member education is

adequate the expenditure is lop sided in favour of CMC

officials.

13"! f Rocommcndetlons

( I ) The society should come up with a comprehensive education

programme covering members, delegates and committee

members.

(2) The society should introduce non'education interuention
programmes as provided in paragraph I 3.8.

(3) Officers from the Department of Cooperative Development

shoutd be fully utilized in designing and delivering education

programmes.

(4) The society should fairly distribute funds for education to

adequatety cater for both members and CMC officials

education.

(5) The society should market itself through provision of quality

serurces.

,;

I
I
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CHAPTER. XIV

COMPUTER.IZATION

l 4. Introducdon

The need for an Organization to computerize
information age cannot be over emphasized. Effective

may achieve the following with respect to operations:'
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a)

b)
c)
d)
e)

(a)
(b)
(c)
(d)
(e)
(f)
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e current
uterization

Speed

Efficiency
Accuracy
Security
lmproved Coordination

Due to the size of its membership, scope of its operation, onset of
information technology era and the fact that other agencies lnteracting

with Harambee had already computerized, it was necessary that the

Sacco followed suit. As a result Harambee Sacco started

cornputerizing its operations in 1993.

4 l * Phaso of Computcrlzetlon

In 1993 the sociery contracted M/s Cooperative Development

lnformation Centre (CODIC) and M/s Kenya Business Machines

(KBM) at a contract sum of Kshs. l1 .32 million to supply and install

computer hardware, network and to develop computer application

modules namely:-

Members Personal Account (MPA)
General Ledger
Payroll
Asser Management Register

Stock Control
Purchase Ledger
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:,i 1996 only t\,vo modules/ that of the MPA
..ii:r.ir:lc,Fed and operationalised. The rest of the

.,..1 z.r;ove, though installed, were not operational.
r.1. .' :letworking by KBM which would have enabled
::, i,.,iri their respective working points was a failure
t'. ,-:iltralize its operations.

. -l-i-)ir-uj;UteU'izatlOtt

' '. i;196 the society contracted M/s lnformation
. ,ijii) to review the existing system and come up
:i:iiuiis. The finn recommended a total overhaul of
l:,',i L)r; irrstallation of new networks, purchase of a new

'.';r ir::i-r'iiti-rt the above recommendations, a total of twenry
. ;"'.' v,.ie Fe engaged in this phase to provide various
.-.:. i,'c,ic and undertake maintenance at a total cost of
.'' ,^ tlit.

- ......,,-; (eonnButerizrtlom Audlt

:. '.-.:. ,,i I l.rirsatisfactory performance and the colossal sums of
.; " ",'.1.,'r..:, i.ire pioject, both the lnquiry Report of June 2000

'' -t,.: i.';.-:'.,.,: aniJ Touche Management Report of October, 2000
'.'; ".:.r'r,l',r,ii-,:, a.ir AuCit/Re-appraisal of the entire computerization
:,"i:i" ,: i.; iri.i:rss the following issues:-

ii:',i.ri.i, jr'ni:,.is of the system

,':^i.1..:. . ._;g ar rd dissemination.
with regard to data capture,

t
,rf the current software in managlng the Sacco's

:. , j..'j-:.ri:i u':f the current software in fulfilling the sociery's
: ' ;, -- ":: ir;: rcauirements.

-,;..r.. i-estructuring of computer department and the
.', Subsequently, the firm (lSA) was awarded the
'.,.: ri-,rplementation of its own recommendations.

J
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ln seprember, 2001 rhe sociery conrracred M/s softwise (K) Ltd. to
carry out the Computer Audit at a fee of Kshs.2,450,000. The firm
presented ir repon in Novemb.er 2001 in which the following were
reconlmended:

(a)
(b)
(c)
(d)
(e)
(0
(g)

Add'itional equipment acquisirion.
Network extension. .
CCS dara acquisition. I

Da,ta cleaning.
Financial an,d Revenue systems implemenmtion.
,Restru,cturing MTS.
,User trai,ning.

The repoa lvas ipproved'by the management and the fir,m was further
cofltIsct€d .to render .FroieCt manag-enlent services for implementation
of che ebove,r€cgffirfl€ndatlons. The contracr was signed in February,
2oo2 to:rLr.ril .f.or a per.iod of slx (6) months at a fee of Kshs.4 million
of which Kshs.2.5 million,has already been paid. The estimated cost
of implementing th[s phase is Kshs.47 miltion.

The .proiect'has already cost the society Kshs.l 60 million. The sociery is in
the :Froc€ss of spending a further Kshs.44.5 rnillion making, a total
expenditnr€,or the computerization of,Kshs.204.5 million.

I 4.4 Obecrvetlons rnd'Ftndlngs

The following "ar:e the.observations and findings of the lnquiry Team as
-regards the Cornputeriration,proiect.

(i) There was no feaslbility study carried out prior to inception of
.the project.

(ii) The proiect ihas ,taken too long to finalize despite the colossal
,expenditure of Kshs.I60 million.

(iii) Too',rm'anY Cqnsulting firms were unnecessarily engaged causing
confusion and delays.

,(vi) The technical competence of both rhe consulted firms and the
'Sacco were suspect.

(iv) The society disregarded dealing with reputable firms and
instead engaged the unreliable brief case dealers eg. M/s
Micro Mainframe who have since closed. As a resqlt, the

l3t
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(vi)

(vii)

(viii)

(ix)

(x)
(xi)

society has been denied warranty and after sales services and
had therefore, to contract for the seruices at additional cost..

There was no competitive bidding for the various goods and
seruices required under the project and therefore the society did.
not get value for its money.
Heads of Departments whose operations were to be

computerized were not effectively involved resulting to apathy.
The programmes were not tailor made to meet user
requirements.
The consuluncies engaged do not seem to have worked closely
with the users to ensure that the modules installed were working
satisfactorily and to expectation.
The ongoing data cleaning process is moving at a slow pace.

The Computer network and hardware recommended to be
purchased in 2nd Phase were supplied and installed. However,
the software module and only fully operational in registry, loan
and payroll.
The expenditure of phase three has not been budgeted for or
approved by ADM.

(xii)

14.5 Rccommcndetlons

The following are recommended:

(b)

The Sacco surff should formulate a comprehensive
Computerization policy which should be consistent with is
Strategic Plan

The contractors who were engaged on this project should be
made to fulfil their contractual obligafions with no funher cosrs
to the society or refund the society for paymens made for
which sprices have not been rendered as required.
The Saf:co should constitute a Computerization lmplementation
Team comprising of all Heads of Depanments
The on going data cleaning exercise should be expedited.
The runaway costs being incurred on the project should be
tamed by doing away with the unnecessary consuttancies.
No further expenditure on Computerization should be incurred
without ADM approval.

(c)

(a)

(

(

d
e

(0

)

)

,l
T
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CHAPTER. XT/

G EN ERAI R.ECOI'IMEN DATION S

The lnquiry Team made the following general recommendations:
6['
I

15.0. Creatlon of Addltlond Eleaton Proccdures

To strengthen accountability, responsible representation and enhance

democratic principle in the Sacco, the lnquiry Team recommends the

following additional election procedures.

(a) At Branch level
t
I

(i) The Central Management Committee will issue a two month

notice for branch elections.
(ii) All interested candidates for branch seats wilt file their

applications with the Ceneral Manager of the Society within one

month before the elections.
(iii) Those eligible to stand for branch elections are:

. Be of "O" level education.

. Be in Job Croup 'E'and above.

. Must have Kshs.5O,0O0/= shares and above.

. Must be cleared to stand for branch seats by the Branch

Patron defined later in this report.
. Fulfill other conditions given under the relevant by-law.

(b) At Centrd Management Commlttee

(i) Those vying for C.M.C. seats must be cleared by their respective

Accounting Officers/Chief Executives before flling their interest

with the Ceneral Manager of Harambee Sacco.

(ii) List of candidates to be circulated to all branches together with

the other agenda items with the notice for the Annual Delegates

meeting.
(iii) The five stake-holders will present double the number of

candidates for the seals reserved out of which the Annual

Delegates Meeting will elect respective Committee members.

IJJ
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The remaining three (3) seats in the centrar Managemenr
Committee will be conrested by the other sukeholders.

(iv) Other requiremens under the by-taws wiil apply.

I 5. I . lmplemcmtetlon of thc Rccommcndetlons

The lnquiry Team obserues rhat imptemenurion of the previous
lnquiry recommendations is poor. ln this regard, it recommends that
members of this lnquiry Team be mandated to nrake follow-up on the
implemenmtion, of which should not take more than three years.

15.2 Sccurlty of Tcnurc for thc Gcncnl Dlrnagcr, Flnrnchl
Controllcr, Chlcf lntcnrel Audltor end Procurcmcnt lrlenefcr

The lnquiry Team observes that the above positions are key to the subility
and success of the Sacco. lt also observes thar the turn-over of the officers
in these posirions has been high, crearing loopholes for malpractices. To
restore subility in the Sacco and revamp ir performance securiry of tenure
for these positions should be introduced and incorporated in their terms and
condition of service.

15.3 Esabllshmcnt of thc Netlonel Petrcnr Gouncll

The lnquiry Team recommends establishment of a Nationat Parrons
council which will comprise the major stakeholders as follows:

i

(i)
( ii)
(iii)
(iv)
(v)
(vi)
(vii)

Permanent Secretary, Provincial Administration.
Chief of the General Staff, Depanment of Defence.
Commissioner of Police.
Commandant, Administration Police.
Director, National Youth Service.
Commissioner of Cooperative Developm€nt.
Directorate of Personnel Management.

Advisory.
Facilitation of Sacco activities.
Ensure smooth conduct of actlvities such as elections.
Ensure members interest are protected.

Thc rolc of thc Netlonel Petrcns Coundl wlfl DG.

(a)
(b)
(c)
(d)Itt
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,i

' (e) Enhance rnutuar understanding between rhe society and- employers.. (0 provide an avenue for conflict resotution.

15.+ suengthenlng of the supeMsory comnrrace

The Inquiry 'feam has observed elsewhere in this report that rhesupervisory committee tacks the clout, although it is the society,s
watch dog as provided in the by-laws. To enable ir perform i$ roleeffectively the lnquiry Team recommends is strenghening as follows:

(l ) should be empowered ro srop any questionabte paymenb,
tenders or contracts reported by the rnrcrnar Audit.

(2) It should have the power to investigate or cause investigations tobe carried out on questionabte transactions by ."r;;;.;;
authority.

(3) should prepare and avait quarterly reports to the cMC and
major stakehorders specified ersewhere in this report.

15.5 Srrcngthenlng of tnternal Audlt

The Inquiry Team obserued that there was tack of adherence to
internal financial controls. In this regard, it recommends strengthening
of the lnternal Audit through the following:

(1 ) All paymen6 must be approved by rhe Chief Internal Auditor
before they are effected and stop ail questionabre paymen6,
tenders or contracts.

(2) Functionally, the Internat Audit should reporu to the Supervisory
committee but administratively it reports to the General
Manager.

(3) The Internal Audit should report ro the Supervisory Committee
any questionable transaction for appropriate action.
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t r.\). lyr,&\cur&ioa0tBEuiluut5 rc,u uu8€ ryo(tur€mgeEhi (Uttflgg

(i)
( ii)

The lnquiry Tearn obserued that procurement secdon of the socierywas poorly suffed. ln view of the irnportance of this office .it
recommends as follows:

Procurement Manager and qualified staff should be recruited.
The Procurement Regurations rssued by the Director of pubric
Procurement shourd be adhered to by trre sociery.- 

-

The sacco Procurement Manuat shoutd oe upaated to includethe provisions of the procurement document issued by the
Director of Procurement.

(iii)

X.$.V Menelpmcnt of tho Sacco

The Inquiry Team obserues that the sacco has suffered
mismanagement over the years despite successive changes of thecentral Management committee and- supervisory corrittee. TheInquiry Team further obseryes that rt"uirry-in the Sacco is ofparamount imporunce. continued cyclicat reptacement of the cMc,supervisory members and top Management suff will be disruptive andtherefore undesirabre. lt is high time that a[ memuers of the.sociery
concentrate on improving the systems that have been recommended tobe put in place.

/:
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CHAPTER. XVI

Coxcr.ustoN

The lnquiry Team has examined in detail the management and structural
aspects of the Society as spett out in iti terms of reference. A close review of
the terms of reference indicate that the exercise revolved around four broad
but interrelated areas. These are financial conditions, representational
structures, legal and policy framework and operational systems. ln this
connection, effort has been made to establish the main causes of the
persistent problems in the Harambee Sacco Sociery and to propose measures
that can bring about improvement.

ln the course of the inquiry the team observed incidences of high level
negligence, self interest, partisan behaviour, role confusion, wrong priority
settin& extravagance, misappropriation and incompetence among others.
These shortcomings are due to either absence of or loose internal systems and
structures which are vulnerable to abuse and can therefore easily impede
development, growth and performance of the society.

It is however noted that despite the above weaknesses the society has in the
past recorded rapid and steady growth in membership, the improvement in
members socio-economic well being in terms of provision of credit, mutual
support and the attainment of large deposis and investments in both liquid
and flxed assets.

ln order to strengthen the structures and systems the inquiry team arrived at
recommendations that may necessitatb drastic and immediate remedial
measures and others of medium and long term implementation. The-overall
goal ls to create checks and balances and to instill discipline that will resrore
confidence in the organizatioil.

The short and medium nrm remedial measures proposed include:
Development of financiat management procedures, tracing unknown bank
debi6, strengthening loan recovery, retiring of the overdraft, improving
rerurns on members investments, intensifying member recruitment and
development, adherence to government procurement procedures, full
implementation of computerization, amending the by-laws, developing
election ,procedures, designing organization structure, incorporation of the
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main five stakehotders in the cM!,. esmblishing a National parrons (lo.urreli.
delineating rotes bemeen the cMC .nJ ir.'. l,rrnrg.**n, and rfc.lr_i;-rpsecurity of tenure for the respective offices. The long term issues j5ori,..
focus on the sate of assets and separation of Harambee plaza h4anagernrnr,

A strict adherence to the recommendations wilt enable the society to snt:;.stability, efficiency, equity, fairness, protecilon of members funcis aiicsustainability as the most desirable objectives. These, in the long run vyiji ii*:imembers doubs into abundant hope.
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2.

(v)

Appendh I

osed ra c to ional ized

l. Nairobi Area

(t)

(2)

(l)

(4)
(s)

(6)

DOD Civilian to join DOD Headquarters bur have arepresentative.
Directorate of Industriar rraining to ioin Ministry ofLabour but have a represenh$ve.
lnformation and Broadcasting to join Ministry oflnformation, Tourism and Tiade but have a
representative.
Labour lndustrial Area to join Ministry of Labour.
MTB Dara yard to join Nationar youth service but
have a representative.
National Social Security Fund rc ioin Ministry of
Labour with one representative.
Planning and Deveropment to join Ministry of Finance
and Planning.
Research and Technical Training to join Ministry of
Education.
supplies Branch ro joi'n Roads u pubric works but
have a representative.
Ministry of water to join Ministry of Environmenr ErNatural Resources.

crl Mombasa ro join D.c. Mombasa but have a
representative.
Mombasa North to ioin D.c. Mombasa but have a
representative.
Mombasa PC to ioin D.C. Mombasa but have a
representative.

Gentral province

P' c. central Branch to join D . c. Nyeri Branch but have arepresentative.

3. Goact provlnce

(t) DDI Matuga to join D .C.Kwale Branch but have a
representative.

(8)

(e)

(lo)

(2)

(3)

i+)
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4o &$or&h Easteym FrowEmee

North Eastern PC Branch to join Garissa DC bur have-a
representative.

/trt Create a Branch at Elwak.

(3) Create a Branch ar Modogashe.

5, Eastem Frovlnee

(l) Archers Post to ioin lsiolo DC Branch bur have a

representative.

(l)

(2)

(3)

Eastern PC branch to join Enrbu DC Branch bur have
a representative.

Eastern PPO branch ro ioin Enrbu DC bur have a

representative.

6. Nvanza Province

Nyanza PC branch to ioin Kisutrru DC Branch but have .:

representative.

7" Rift Vallev Province

( l) Rift valley PC branch ro ioirr Nrkuru DC Br'.rrrcrr [:ur
have a representative.

(2) Create a Branch at Kibish
(3) Create a Branch at Lokichogio

8. Wettern Provlnce

Western PC branch to ioin Kakamega DC Branch have a

representative.

Additional delegates recommended for large branches *
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a Grlisson - Additional Z representatives
bakasi Gilarisson - Additional 2 representatives

ol Alr baqe Additional 2 representattves
c - Additional I representative

Navy -Addltional 2 representatives

GarrHon -Additional 2 representatives

net
Brigade Gitgil

ikipla Air Base

- Additional z
- Additional I
- Additional t

representatives
representative
representative
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I

Cost

Premi Renovarions (appendix I

APPENDIX M

Notes Amount Kshs.I.fllllosl

suI'tMARY oF E$ilI'IATED rosA ESTABUSHI{ENT cosrs(rEAStBtuTY STUDY)

ix 3)

5.s0
1.32
4.14
0.05
0.80
0.10

) t
F
I

F Er Equipments (appendix 2)
Network (Append

Staff itment
Consul
Others

cy

Total

Add:
Toral

Contingencies)

inflation factor

I

2
3

t

I l.gl

2.38
11.29
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AMOENNT @WED TO M!T{[ FOSA AS AT NSfg/z@@?,
€.M.C.
t 3 /3 /2001I Dishon Gogo 385,000.00

2 Fredrick Barasa 15 /9 / 2001 20,000.00
405,000.00

BRANCH OFFICIALS
I 5,000.00I George Onyango 6/6/2001

2 Mr. Ungai t t / 10/2001 10,000.00
3 Mr. N. Ondimu
4

20/7 /2001
11 /tO/2001 r 0.000.00

5 000.00

5

Mr. N. Ondimu
Mr. Kimanzi t t / to/2001 r o.ooo.00

10,000.006 Wafula Lukorito t 4/8/ 2001
7 Daniel Kinampei 4,000.00
I Stanley Marete

12/9 / 2001
9/3/2001 10,000.00

NAME AMOUNT

74 000.00
STAFF MET'IBERS

DATE
20,000.00I Nelson Kyalo 26/6/2001

2 Z. Ngaira 6/ 4/2001 37,104.00
3 Tony Matuku 7 /9 / 200t 2,100.00
4 Simeon Aiigo 24/8/ 2001 20,000.00

Peter Wekesa t7 /8/2001 I 1,000.005

9/4/2001 30,000.006 Peter Nieremani
3,500.007 Paul Onyango I / 4/ 2001
2,000.00I Patrick Wambugu 13/9/2001
1,000.009 Pamela Gatakaa to/9 /2OO1
5,000.00t0 Mary Achieng t 4/9 /2001
2,000.00ll Lilian Mwaluma 23/t/2001

t2 Leqnard Ogolla t 4/9 /2001 4,000.00
l3 Jessica Mwalukumbi 24/1/2000 20,000.00
l4 Francis Ongoma 15 /2/ 2001 4,O00.00

Ezekiel Oiuok I 3/ 4/2001 10,000.00r5
Emma Awour 2/5/2001 I 7,000.00l6

3/5/2001 3,O00.00t7 Dorothy Nyaminde
15/8/ 2001 3,000.00l8 Dominic Wakaba

1,000.00t9 David Waniala 18/9/2001
30/3/2001 3,000.0020 Alex Ngere
27 /7 /20012t Nelson Chege 2,000.00

J 2(,i0,7o+.N

)
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A.PPENDIX vI[[

ELECTRJCAI PtUMBING AT{D GENERAT BUILDING WORKS

I ' Hararnbee Plaza since its construction no maior repairs have been carried out. lt
was only last year when the Management decided to have a maintenance
contractor.

The details of the repair works undertaken are as follows:-

Eleetrlcals

o lnstallation of meters (separate metering system)., lnstallation of fuse switches.

" Repair of Bus Bars Replacement of light fittings.
' Maintenance of the min. L.V. Switchboard.n Repair of 20 consumer units to balance power supply to the two wings

PlumDlng and Dralnage

" Replacement of broken or missing items by stronger ones of better quality
able to withstand rough handling.

" Service of malfunctioning items. Rectification of leaks and their courses

The estimated cost is:

(a) Electrical Ser"yices Kshs.7,000,00O.OO
(b) Plumbing and drainage Kshs.l .7OO.000.00

Total estimared cosr Kshs.8.700.000.00

Work Done

Electrlcal The contractor does maintenance only and where materials are
required, the Sociery provides. Therefore the work done is as
follow:-

o Separation of meters
. lnstallation of fu$e switches

" Repair of Bus-bars in the rising ducs
" Replaced lighting fittings in the basemenrs and in offices

't
.;

15r



December, zOOi is Kshs. Sg4,OOO/ =

Fluarmblng Hforks

ilrdnrLsildULt trom l-./llly, lvul _ Jl',

" Replaced most of the missing items, Replaced most of the leakso Seruiced most of the malfunctioning items

The amount paid is Kshs.2,59g,llo/= (ie from l', luty, 2ool to 31,, December,20o I ).

l

The amount paid to date for rnaintenance as from r,,Jury, 2oor to 3r,,December,20Ol is Kshs.732,5O0/=.

GeaacraE Bulldlng ifforks

' This involves masonry, carpentry and Glazing
' Repair of doors, windows, floors, walts have so far been panly done due to

lack of materials invotved.

Summaty of Prymcnts

Electrical
Plumbing
General Building Work
Sub Total

The total amount paid is

Less sub total above
Total for materials

Note

Kshs.594,0O0.00
732,500.oo
599 730.00

Kshs.6,875 ,527,15 (labour and materiats)
3,9 26,23O.0O ( materials)

rchs.2.919.297.3S

e Materials. were not included in the contract and therefore are treated as a
separate ltem.
we follow the tender as awarded by the Tender committee when makingpayments.

" Material were being authorized by the managernent before delivery" Part of materiars derivered are on the copy o1 rirt attiched.

I
F
I
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F{ARA"MBEE H@U$Ec SUPPI,IED MATER.IAI,S

QTS SIZE DESCRIP'fIOSN @ AHOIJhIT AN.EAS
R"ENDER,EDI

I

I

3

2
t2
I

3

I

5

4

r0
r0
I

2
I

6
I

20

r5
r0
t2

t/2"

t/2"
t/2"

t/2"

Nos.

No.
Nos.

No.
Pcs.

Pc.

Pc.

I tA"
t/2"

Pcs.

Pc.

Nos.
No.
No.
Pcs.

Pcs.
t/. ,,

I Y2'
Nos.
1tA"
Pr.

4"
Pcs.

Pc.

Pc.

6',
6"

SIZE
Pcs.

Pcs.

Pcs.

Pcs.

Pcs.

Pcs.

Flexible Tuesday
G.l. Hex Nipples
C.l. Evoows

Stop-clock
Sola Wash Basinl

3 Lever Union Monice Lock
3" lubilee Clips
Floor Bend

Rubber Cores
P.V.C. Greetings
Hop Cork
Bottle Traps
Flex tubes
4" Hinges
Silicon
Pedesul Lock
WC. "P'Trap-Twyfords
Stop corks
G.l. Nipples
G.l. Elbows
Flex rubes
Pcs. Clips
Seat er Covers M/G
Bottle Traps

Jet seat cover brackets
Pcs. Jubilee Clips
Fourescent starter holders
l3A top plug
30A Porceline connectors
Pc Grating
Pcs Gratings
Pc syphone to WC suite 46 floor

225/ =
100/=
100/=
3825/ =
15625/ =
1785/ =
2OO/ =
2750/ =
I 00/=
I I 50/=
3825/ =
977 /50
225/ =
500/ =
1275/ =
35700/ =
3825/ =
100/=
I 00/=
r 000/
225/ =
80/ =
25OO/ =
977 /50
375/ =
2OO/ =
3OO/ =
175/ =
325/ =
I 000/ =
I 000/=
2OOO/ =

9OO/ =
I 000/=
I 000/=
3825/ =
31250/ =
1785/ =
l2OOt/ =
2750/ =
2OO0/ =
I I 50/=
3825/ =
2932/50
450/ =
4OO/ =
125OO/ =
2932/ =
357OO/ =
19125/ =
I 500/ =

45Q/=
00/-
12500/ =
2932/50
375/ =
24OO/ =
3000/=
175/ =
325/ =
I 000/ =
4000/=
2000/ =

5

5
3

I

t2
r0
I

I

I

4
I

Sub-toul Kshs- I I 55/=

ELECIRJCAL GOODS: FLOORS 2,!,1.5.6.1.8.9. tO FLOORS

t

Jal
e
t

NOS.
50
t0
t5
l0
t0
l0

DESCRIPTIONSRATE SHS.
5ft check 600/=
4ft fittlngs complete 2QOO/ =
2ft fltting complete 1500/=
Spur swltches I 300/ =
I Gang I way switch 180/=
2 Gang 2 way switch 350/=

grs.
30,000.00
20,000.00
22,500.00
13,000.00
t,goo.o0
3,500.00

NAR,RATION
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I . to Pcs.

- 50 Pcs.

20 Pcs.

CARPENTR.Y

Single sockes l3 Amps
socket-outlet 320/=
Pull switches for offices 600/=
Blunking plates 200/=

Subotal

Slipping window locks/luches
Vacant Toilet door locks

Slidding window bearing wheels

Slidding window locaks 7u floor
2t/z screws:
/z Litre Oil
Adiusting window screws

/: " screws
| " screws

l" Self-Tapping Screws
l/Z ,, tt tt

SubToul

3,200.00
30,00.00
4,000.00

28,000.00

25
30
20
6
2

I

I

I

I

l

I

Nos.

Nos.

Pcs.

Pcs.

Pku
pkr.
pkr.
pkr.

Pkt.
pkr.

pkr.

2lOO/ =
l66Q/ =
800/=
I 500/=
2OO/ =
25O/ =
6OQ/ =
2OO/ =
2OO/ =
750/ =
750/ =

52,500.00
49,800.00
t6,000.00
9,000.00
400.00
250.00
600.00
200.00
200.00
7s0.00
750.00

130,450.00
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APPENIDI}; X

t
CREDITCR.ScHEQ.NO.DATEPAYEEMONTH

3tr-t2"20CI1
R"EOD @1-01-2001 T:@SERVT€ES FOR. THE PEPAYT{E}'TS T@WARDS LE,GAT

TOTAL
i 75,5?5.S0175,525.0010109124fi1/zAOlV.A.

Nyamodi
E[ Co.

]anuary

1,70{+,7 5e"001,704,750.001a4222| 4/A2/2041Wachakana
E[ Co.

February

1,9Q4.,212.601,904,212.60ta746tt 4/O3/zAOtKandie
Kimtai

March

385,000.00385,000.00I I 0858Wachakana
el Co.

I t /412001April

62,000.0062,000.00r l 0860t t t4l200tV.A.
Nyamodi

April

May
586.000.00586,000.00I I 989322106t200tWachakana

aI Co.
June

1,008,000.001,008,000.00t 20446V.A.
Nyamodi
Co.

27 /06/2001June

7,580,000.007,580,000.0012044727 tO6/2001Amolo
Gachoka

lune

81,978.658 t,978.65120172Kiplagat er

Co.
26tO6/2001June

2,7O0,644.0O2,7AO,644.008/6/2001 I r 7589Kinyua
Koech El
Co.

lune

63,000.0063,000.00t22tt5t3/o7 /2001Julv V.A.
Nyamodi
6t Co.

100,000.00100,000.00

i

t7 /o7 t20/0.1 122319V.A.
Nyamodi
el Co.

Julv

550,000.00550,000.00124027Wachakana
el Co.

r3/o8/2001August

6,000.00'6,000.00l5/08/2001 124153August Amolo
Gachoka

423,000.00423,000.00124514V.A.
Nyamodi

2t to&/2001August

I
t

1 56



eptember

aI Co.
Wachakana

ET CO.

V.A.
Nyamodi
er Co.

I I /09 /2001 128528 500,000.00 5oo,ooo.oo

September 28 /06 /2001 129134 I I t,200.00 I I1,200.00

September Amolo
Cachoka

18109 /2001 I 2856 I 662,812.00 662,812.5 0

October Wachakana
eI Co.

8/ 1 0/200 I I 3095 1 180,000.00 18 ,000.00

October Otieno
Odek et
Co.

26110/2001 132686 72,887.O0 72,897.00

October Otieno
Odek eI

Co.

t9 /10/2001 139149 72,887,O0 72,887.00

Novernber

November

Keyonzo
EI CO.

t /t t 12001 133092 1,600,000.00 1,6 ,000.00

Oluoch er

Co.

6/t t /2001 1 3355 1 198,126.00 198,126 .00

November l.K.
Mwarandu
8t Co.

5/11 12001 133397 39,385.30 39,385.30

Decefirber Wachakana
ET CO.

t9/12/2001 139125 1,650,700.00

970,062.00

1,650,700.00

970,062.00
Decehber V.A.

Nyamodi
et Co.

t9/1212001 139163

Decdmber Otieno
Odek et
Co.

t9/1212001 139149 7 2,887 .00 72,8 7.00

23 361 57.05 23 361 7.05

t5'7
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APPENDIX XI

1,

,iL
'L--

SCHEDUI,E OF AMENDMENT/R.ECOMMENDATION

eurent Amendment
l. Deflnltion and lnterpretation l. Definltlon and lntelAretatlon

I

By-law 3 c(i) on Deposits
3 (n) on shares. The distincrion
between the above terms was not
clear.

2. Mlsslon

By-law 5 "lnvestment" was placed
before the core business of savings
and loans

3. Obfoctfues

By-law 6(f) - To maximize rerurns
to the members.

6(h) "........ensure proper use of
credit". This clause is narrow and
does not cover all matters pertaining
to the society.

4. Membership Eligibitity

By-law 9(a) (ii) "......orher agencies
a proved b the Man ent

Add to the definition ro specify that
deposits are withdrawable whereas shares
are unwithdrawable.

2 Mlsslona

a

Recast so that core business of savings
and loans is placed first.

I Obfectfues

6,(i) "To Perform rhe function and
exercise the powers designated......,,
The clause is not clear as an pbjective
of the society. I

By-law 6(f) This by-law is redundant and
could easily be manipulated. The by-law
to be expunged.

6(h) to be expanded to cover various
roles, familiarization with the Act, rules,
by-laws and Development in the
Cooperative movement.

6(i) to be rephrased to read " to offer
any other services permissible by law for
the benefit of the members.,'

4. Mcmbershlp Ellelblllry

By-law 9(a) (ii) Extension of common
bond is a ti issue. A roval

t
?
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I Committee."

9 (h) "ls in emPloYment, occuPation

or profession which falls within the

category or description of those for

which the societY is established."

5. MemberrhlP comPosltlon

By-law l0 (b) "The right of metnbers

,....." is misPlaced.

6. Members Rlghts

By-tawl5. The first Phrase be

replaced (10b).

7. Members Obllgatlons

By-law 16 (e) ParticiPate in Sacco

proiect both PhYsicallY and

financiallY.

l6(0 "Upon invitation, attend Co-

operatives Education Meetings """"

(g) make use of the services of the

Sacco.

of the Attttua I Delegale Meetirtg should

be sought.

9 (h) Superflurous and shotrld be deleted'

L
F

5. t'lembershlp comPosltlon

By-law l0 (b) should be part of B1'-l'aw

1 5 which deals with Rights of msrnhers'

6. Members Rigltts
I

By-law I 5. "The rlglrt of members of the

society shatl he deterntined and exercised

in accordance with the Cooperative

Society Act,, Rules arrd By'Laws of the

society and valid resolutions of the

Annual and Special General Meetings'"

7. l.lembers Obllgatlons

This by'law should be deleted. The

member is not bound to participate in all

proiects of the societY.

Remove all the other wordings in thil

clause. Should read "Attend cooperative

seminars organized bY the Sacco'"

Should be as per sec.2l (c) Enioy the

use of all the facilities and services of the

society subiect to the society's by laws'

Delete the Phrase under obligations and

transfer it to By-law No.l 5

I

t 5!)



By-law l7 (a) "Every member shall
receive a " ,......"

l7 (b)'"For payment of
members......."

9. Spousc, fadry l{cmbcrs rnd
Employces

By-law l9: "subject to the
regulations under these By-laws,
spouses of members and employees
of the SACCO may atso become
members. ........."

:

I

10. Prymcnt to Ulr.Admlttcd
Nomlncc

2l The heading "payment to
itted nomlnee"

Bv-h*
unaailr

E" Mcnrhers Perrcnd Aeeoune 8 Itrlcmbcrs Perconrl Account

This opening suremenr should be
rephrased to read as recommended.
"The Sociery shall mainuin a Member,s
Personal Account for each member
which shall contain full parriculars such as

name, sociery membership number,
Employment personal number, share
holding, deposits, the three types of
Loans - Development, Emergency and
School fee, lnrerest and balances,,

Rephrase and rransfer to By law 15.
To Read "Each member shall receive a
periodic sratement of Account conuining
a record of members transactions with
the society in the same form as a
member's personal statement and shalt be
sent to a member once every three
months."

9. Spourc, filnfty ]lcnrbcrs end
Employces

Sec I4(b) of the Acr limits membership
to those whose Employment, Occupation
or profession falls within the category or
description of those for which the
cooperafive society is formed.
Therefore spouse, family members and
Employees should not become members
of the sociery unless they falls within
common bond.

10. Peymcnt to Un.Admlttcd
Nomlne

Should read ',Payment to Nominee,,
Delete "if not admitted to membershi

I' ltr

I
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t
and subiecr to availability of fund.,,

I l. Sodetyrs Funds

Should read "Deposits from Members
Only."
Loans can be from both Members and
non Members

12. Llquldlty and Reservcs

Recommend 60 days

13. Functlons of the Branch
Dclcgntcs/Offlclds

Amend the last wording to read

"...determined by Annual delegates
Meeting."

Delete one third retirement after three
years.

Reduce the wordings to read " To carry
out education to members of their
respective branches. 38 split (c) (iv) To
read " Get the views and resolution of
members at branch level for onward
giresenution at Annual Detegates
Meeting" and reporting back the
Proceedi

I t. Sodctfrs Funds

By-law 28 (c) "Deposir or loans
from rnembers or non.members',

12. Llquldtty and Rcscrvcs

By-law 35 (c) ".....delinquenr loans
are those loans in which payment of
pdncipal or inrerest is more than 30

lt. Funcdons of thc Branch
D:legntcs/Ofilchls

By-law 38 (a) "....number of branch
delegates shatl be determined by the
Management Committee

38 (b) The Branch delegates shall be
elected for a period of three years

and shall be eligible for re-elecrion
unless transferred from electoral zone
or unable to perform the stipulated
duties or ceases to be in salaried
employment.....after 3 years I /3 of
delegates shall retire annually......"

38 (c) (iv) "With the direction of the
Management Committee....."

t
5
r

t,r
days late."

l6l

of ADM and SGM to



L

38(d) (ii) Additionat phrase.

By-laws 39 (b) "Any business nor
cornpleted ar ACM ....nray be
taken up at subsequent S.G.M. or at
the next A.C.M.

members

38(d) ADD " He shall also record the
Minutes of the Branch Meetings"

To read "Any business not corllpleted at
ACM Should be taken up ar a

subsequent Special Ceneral Meeting.

)

14, fuinual Generd Meeting 14, Annual General l.feeting

I 5. Required t'laiority

By iaw 42 Additional clause

I 6. Powers of the fuinual
Delryates Meetlng

By-iaw 46" - "Heading"

46(n "....the expulsion of
members...."

46(o) New rlause

45 (P) The 46 (o) Now becomes.

15. Required Malority

(d) voting ar rhe Annual Delegates
Meeting shall be done by Secret Ballot on
specially designed ballor papers.

16. Powers of the fuinual Delegetes
I'lectlng

To read "Powers and Duties of the
Annual Ceneral Meeting.,,

Change the word "expulsion,, to
"suspension"
The C.M.C. has no powers to expel a
member

To read "Determine the amount to be
paid as indemnity ro rhe Society by
members of the Management committee
and Delegates.

And reads "Ensure the New committee
may nor mke office unril irem (a) to (o)
under by 46 have been dealt with.

162



17.

By-

bed
vote

only

47(

47(

18.

By

of

48

) (iv)

Management Committee 77. Management Comndttee

t

i
&
Y
t

by ret ballot, except where there is

one nominee for the office. lf
the is a tie vote the election shatl be

re ed.

47 (iii)

+7(b) (ii) All elections shall

rmined by simple majority
of delegates present and shall be

delete "show of hands and any other
method.

- To be consistent with Act and Rules.

Adiust the days to read seven (7)

To be deleted at it is interferes with
democracy.

lntroduce election on rotational basis

with the Chairman falling in the 3'd lot.
One third (l /3) should retire at the end

of the 1" year, the second one third
(1/3) at the end of the end of the
second year and the last third at the end

of the third year. Determination of CMC
Members who should retire at the end of
any given year should be done within 7
days after election. All braches should
be informed of CMC members who have

retired two months before the ADM.

I 8. Ellgfblllty as a Manegcmcnt
Commlttcc Mcmber

Add "or imprisoned for three months or
more" As contained in Rule 30 (h).

Delete.
It interferes with democracy.

f, 1"'**&J

*;
$I

a
Sr6 ..

) (v) "members of the
IIr gement Comrnittee shall beMa

el for a term of three (3) years

Ellglblllty as a Management

#
$
t

I'lcmbcr

w 48(g) "He has been convicted
y offence involving dishonesty"

)
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\
.....provide indemnity worth (n) To read "ls unable to provide

Kshs. I ,000,000.00... ... "
48n "

19. Functlons and Responslbllltles of
the Flanagement Commlttee

By-law 49(k) Authorize invesrments
of the society.

49(o) "Handle matters of
recruitment, promotion...
dismissed at the discretion of the
Management Committee.,,

49 (r) determine the interest rates ro
be charged on members Loans.

By-law 5 I ('D)'"......The
Management must ensure fult
control."

22. Rccords of Hrnrgcmcnt
bmmlacc end Sub.C,ommlttcc
hlcetlngr

By-law 52.

indemnity as per Annual Delegares
Meeting resolution within one week of
being elecred.',

t 9. Functlons and R,csponslbllltlcs
of the l,furegemcnt CommlttGc

Substitute the word Authorize with
"recommend".

To read "Establish a controlling criteria
on staff recruitment, promotion, and
discipline for all staff.

Remove the term ,,determine,, to read,,
Recommend.

Amend heading to read ,,lndemnity,,

tnstead of Legal Standard of Care.
As provided for in Sec 27 (6) and Rules
35

Delete

22. Rccords of Mena3emcnt
Commtttco ard Sub-Gommlttcc
lfcctlngr

Rephrase to read:
"The minutes of all meetin shall be

I

l

49 (v) "Recommend...... lnclude the number of firms (J).

20. Lgal Standard of Carc 20. tcgal Sandard of Carc

By-law 50

21, DdcgEtlon of Dutlcs 21, Delegntlon of Dutles

1U



I
signed by chairman and secretary.,, Not
iust by any member.

23. Gcncrd l,trnrgcr 23. Gcncrd Mrnegcr

By-law 62 (D "To esrablish a pricing
strategy for products and
seruices......."

Amend to read "The General Manager
to advice on pricing strategy for producs
and seruices".

2'4. Grodh Gommlttcc 24. Crcdlt Commlttcc

By-law 63. "The Credit Committee
shall consist of five....."

- Delete the term of office and Minimum
qualifying sundards set by Management
Committee.

25. Dutlcs of thc Crodlt
Commlttoc

25. Dutlcs of thc Crodlt Gmmlacc

By-law 65 -(a) (l) - Delete. These duties should be
performed by staff.

2,6. Educetlon and Std
Dsclopment Comnrlttoc

26. Educetlon md Std
Dcvclopmcrt Commlttcc

By-law 66. "The secretary to the
Education and Staff Development
Committee......."

The Secretary to the Education and Staff
Development Committee shall be the
Personnel and Administration Manager.
There should be no need of electing a

secretary among the nembers. The
quorum should remntn three.

27. Duty of Educetlon and Std
Dcvclopmcnt C.ommfttcc

27. Duty of Educetlon end Std
Dadopmcnt Commlttoc

BV-law 67 (1) "Recruitment,
Promotion and discipline of
staff... ........ ..."

As in by law a9 (o).
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28" Duties of FOSA Commlttee

29 " Authorlty of SupeMsory
Commlttee

By-law 71 (a) " Without Intervening
in the administrative functions
subject to its control and

superuision".

30. Powers and Dutles of thc
Supervlsoty Commlttce

By-law 73 (d) "Analyze expenses of
the SACCO in relation to the
budget. ....."

73 (e) ".....at least once in two

Lronths."

31. Rccponslblllty of
Supervlsory Commlttcc

By-law 74 "|n spite of is total
independence from the Sacco
administration and Management...."

32. Rclatlonshlp bcttrrocn thc
Supcrvlsory Commlttcc and thc
lfaneg:mcnt Commlttcc

law 75 ".....and hence it shall at

By-law 69.

B

28, Dutles of FOSA Commlttee

Add "The secretary of FOSA Committee
to be the FOSA Manager."

29. Authorlty of Supctvlsory
Commltteo

Amend to read " Superuisory Cornmittee
js responsible for Sacco compliance with
internal controls. lt is also responsible for
the accuracy of the Sacco financial
condition..."

30. Powers and Dutles of the
Supcrlsory Commlttec

Add "To the Management Committee
and stakeholders.

(e)Amend to read "regular meetings to
be held once a month or as frequently as

business may dictate."

3l . Responslblllty of Supclvlsory
Gommlttcc

Delete. This pan of the sentence, is

superfluous. The supervisory committee
is generally responsible for ensuring that
the management committee obseru€s
various polices of the Sacco in exe{ution
of its duties.

32. Rohtlonshlp bcttrGcn rhG
Supcrvlsory Gommlacc and thc
Maneg:mcnt cornmlttcc

Delete this hrase.

\

t
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I
all times desist from fault finding.,,

33. C.onfllct of lnterest

By-law 80

34. Authorlzatlon to Slgn
Document

By-law 8l (a) ,,Unless 
decided

otherwise by the Management
Conrmittee all documenB, contrac$
and cheques shall be signed on behalf
of the Society

35. lLoars to Dfembcrs

33. Confllct of lnterest

Add/Amend to read - "NO member of
the C.M.C., Supervisory Commitree and
Staff should engage in business with rhe
society eirher directty or through proxy.

34. Authorlzatlon to Slgn
Document

Rephrase to read.
(i) Contracruat ransacrion shalt be
signed by Chairman or in his absence, the
Vice-chairman, Secretary and Ceneral
Manager.

(ii) The Chairman, Vice-chairman,
Secretary, Treasurer and either Ceneral
Manager or Financiat Controller to
endorse financial transacfion.

(iii) The Ceneral Manager, Financial
Controller and one Executive official be
authorized to sign cheques of amounts
not exceeding Kshs.2O,0OO and whose
cumulative value shoutd not exceed
Ksh.500,OOO per week. This amount
musr subsequently be ratified by CMC.

35. loens to lrfcrnbclr

Remove the term ,rFixed.r, ,rtnterest
rates shall be Recornmended by the
Management Committee and approved
by the Annual General Meeting.'

By-lavr 83 (c) //....rate of interest on
loans and any other charges
incidental to rhe loans shall be fixed
by ther Menagement Committee.....,,

83 (e) lt shall be the du ty of the Amend to read Loans shall be given
ll

on
Credit Committee to ensure that a
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used for the purpose for which

83 (l ) "..... except in cases of
refinancing wher:eby ..,,..,,

36. Sccurlty for loans

37. Repayments of Loans

By-law 85 (b) ".... ln the mosr
exceptional circumstances agree to
the re-financing of a loan balance or
any request for an extension of time
in which to pay.'

38. Common Sorl

39. C.ortrldcnddlty of 9fflccrs of
thc Soclcry

By-law 89 (a) "Execufive officer and

40. lrcpcctlon of Documcnts

By-law 84 (c)

By-law 86 -

,,

B .........and the92 a
u

loan is

it was given.
Delete the second sentence. lt is not
practicable.

Amend to read, " A rnember may be
allowed to have all rhree rypes of Loans
namely, Development, Emergency and
school fees provided he has abiliry to
repay them within the 2/3 rule
requirement and rhe same shall be subject
to three times his shares.

36. SG@r{ty for loens

Delete the whole phrase. This
contravenes the Loans policy.

37, Rcprymcnts of loans

Amend the clause to read ,, should be
restricted to very exceptional cases with
repayment period not exceeding l2
months.

38. Common Sorl

Revert to the original seal thus
"Harambee Savings and Credit
Cooperative Society Ltd.,,

e

f

of Ofrlccrs of

Amend to Read "the General
Manager.....". To be consistent with the
other by-laws.

39
thc

Cpilldcntldlty
So&cry

40. Inr{pccdon

Delete. This is n

of Doqnncnts
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I a times desist from fault finding.,,

33. Confllct of lnterest

By-law 80

34. Authorlzatlon to Slgn
Docurncnt

By-law 8l (a) "Unless decided
otherwise by the Management
Committee all documents, contracts
and cheques shall be signed on behalf
of the Society

35. lollrs to ]fcmbcrs

By-law 83 (c) "....rare of interest on
loans and any other charges
incidental to the loans shalt be fixed
by the Management Committee.....,,

83 (e) lt shall be the duty of the

on

33. Confllct of lnterest

Add/Amend to read - "NO member of
the C.M.C., Superuisory Committee and
Staff should engage in business with the
society either directly or through proxy.

34. Authorlzatlon to Slgn
Document

Rephrase to read.
(i) Contracrual transacrion shalt be
signed by Chairman or in his absence, the
Vice-chairman, Secretary and Ceneral
Manager.il

(ii) The Chairman, Vice-chairman,
Secretary, Treasurer and either General
Manager or Financial Controfler to
endorse fi nancial transacfion.

(iii) The General Manager, Financial
Controller and one Executive official be
authorized to sign cheques of amounts
not exceeding Kshs.20,000 and whose
cumulative value should not exceed
Ksh.500,000 per week. This amount
must subsequently be ratified by CMC.

35. lo.ns to lfembcrr

Remove the term ',Fixed.,, ,rtnterest

rates shall be Recommended by the
Management Committee and approved
by the Annual Generat Meeting.

Amend to read, " Loans shall be given
Credit Committee to ensure that a
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oan is used for the purpose for which

83 (l ) "..... except in cases of
refinancing whereby ..,..,,,

36. Securtty for loans

37. Repayments of Loans

By-law 85 (b) ".... tn rhe mosr
exceptional circumstances agree to
the re-financing of a loan balance or
any request for an extension of time
in,which to pay.'

38. Common Sorl

39. Gortrldcndellty of Ofrlccrs of
thc Soclcry

By-law 89 (a) ,,Executive officer and

40. hupcctlon of Domcnts

By-law 8a (c)

By-law 86 -

t,

.........and thelaw 92 a ll

it was given.
Delete the second sentence. lt is not
practicable.

Amend to read, ,, A rnember may be
allowed to have all three rypes of Loans
namely, Development, Emergency and
school fees provided he has abiliry to
repay them within the 2/3 rule
requlremenr and the same shall be subject
to three times his shares.

36. SG@tfry for loens

Delete the whole phrase. This
contravenes the Loans policy.

37. Rcprymcnts of lorns

Amend the clause to read ,, should be
restricted to very exceptional cases with
repayment period not exceeding I2
months.

38. C.ommon SorI

Revert to the original seal thus
"Harambee Savings and Credit
Cooperative Society Ltd.,,

a

t

39
thc

Cpdldcnddlty
So{tcty

of Officcrs of

Amend to Read "the Generat
Manager.....". To be consistent with the
other by-laws.

40. Doouncntt

rovided for in the

t
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