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ABSTRACT 

Companies in different sectors in Kenya follow different \\Orking capital financing 

policies. The objccti\1! of this research study is to establish the dominant working capital 

financing policies among the microfinance institutions (Mfls) in Nairobi and the 

relationship bet\\cen MFrs working capital financing policies and profitability. 

The population of interest for the study is all the ~1icrofinance institutions registered in 

Kenya by the central bank of Kenya. The secondary data is extracted from the audited 

financial statements of the MFI's sampled. For each firm sampled annual data on the 

assets (split between current and non-current liabilities) and the profit after tax was 

collected for the period 200 I to 2006. 

The data collected is analyzed to determine the individual company's annual working 

capital management financing policy as measured by the long-term financing of current 

assets (net assets) and also the profitability of the company. The annual working capital 

management financing policies and profitability were averaged using simple arithmetic 

mean to get the five year average for each of the company in the sample. The companies 

were then grouped into three categories depending on their working capital management 

fmancing policy. Simple regression analysis was done to establish the relationship 

between working capital financing policy and the profit after ta-x. 

The results of the analysis showed that the commonly practiced working capital 

management financing policy among the YfFJ's in Kenya is the aggressive polic). 

Further, the research fmdings show that there are no significant differences in profit after 

tax among companies that practice different working capital management policies. The 

regression analysis also showed that the working capital management financing policy 

explained only fifty three per cent of the variation in profit after tax. 
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CIIAPT£R 0:\E: l'i"lRODl C liO" 

1. 1 Background 

\\'einraub (1998) defines working cnpital as the funds available to a firm for carrying on the 

activities of a business after an allowance is made for bills that ha' e to be S<.!ttled in short-term. 

Working capital is therefore calculated by deducting current liabilities from the current assets of a 

firm. it is an indicator of a firm ·s liquidlt) i.e. the firm ·s ability to meet its short term obligations to 

creditors and suppliers. Work.ing capital is indeed the excess of current assets over current 

liabilities (Lamberson 1991). Jn light of the turbulent business environment of the 21 '1 century, it 

is imperative that financial managers in partnership with other strategies for the business realize 

that formulating proper working capital policies is not only a managerial ritual but an undertaking 

that besides ensuring a firm· s success and competitiveness, needs a thorough audit of both internal 

and external aspect of the firm that have both direct and implied relationships "ith a firm's 

working capital needs. 

1.1.1 Working Capital Concepts 

There are two major concepts of working capital-net working capital and gross working capital. 

When accountants use the term working capital, the} are generally referring to net working capital. 

which is shilling differences between current assets and current liabilities. F inancial analysts on the 

other hand, mean current assets when they speak of working capital. Therefore their focus is on 

gross working capital (Van Vome 1995). 

Working capital is the investment. which a business needs to make in its day-to-day operations. It 

is the level of investment necessat) to; 

1. Carry adequate stocks: 

n. Allow trade credi t to debtors; 

111. Pay credit (without difficult). 



Working capital management is the process of planning and controlling the lc\cl and mi:-; of the 

current assets of the company as \\ell as financing these assets. Specifically. working capital 

management requires financial managers to decide \\hat quamitic:. of cash. other liquid assets. 

accounts recei,able and inventories the company will hold at any point in time. In addition 

financial manages must decide how these current assers are to be financed. 

1.2 ignificancc of Working Capita l 

The management of working capital is important for several reasons. For one thing. the current 

assets of a typical manufacturing firm account for over half of its total assets. For a distribution 

firm they account for even more. If a company is to operate efficient!), receiYables and im•cntories 

must be tightly monitored and controlled. This is particularly important for a fast grO\\ing firm 

because the im estrnent in such assets can quickly mushroom out of control. l.:.xcessive levels of 

current assets can easily result in realizing a low return on investment. HowcYer, firms v. ith too 

few current assets may incur shortages and difficulties in maintaining smooth operations. For small 

companies, current liabilities are the principal source of external financing. rhese finns do not 

have access to the long-tenn capital markets, other than to acquire a mortgage on a building. The 

fast-growing but larger company also makes use of current liability financing. 

More fundamental. however. is the effect that working capital decisions have on the company's 

risk, return, and share price. Having an adequate level of working capital is therefore vitally 

important for the survival of any business. Like the oil required to keep a motorcar engine 

continually working smoothly and efficiently, working capital is required to keep the business 

engine constantly lubricated (Mcmenamin, 1999) 
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The key task for the tinancial manager is to determine the level of working capital \\hich balances 

risk and return and maximizes shareholder \\ealth. Over-investing in \\Orking capital, may reduce 

the finn ·s illiquidity risk. profits and shareholder \\calth. Com erscly under-investing in working 

capital. may increase risk of not being able to pay credito rs and incrcasc profits through reduction 

of the cost of funds tied up in current assets. Thus too much working capital reduces risk and 

return. too little \\Orking capital increases risk and return (Ross and Jaffe 1990). 

1.3 M icrofin a nce Institutions in Kenya 

The World Bank defmes ~1icro Finance Institutions (\ffls) as institutions that engage in relati\ely 

small financial transactions using \arious methodologies to sene lo\\ income households, micro 

enterprises, small scale farmers, and others who lack access to traditional banking services. 

Financial intermediation is of great importance in any economy. Infact. in the Ken)' a's Poverty 

Reduction Strategy Paper (PRSP). the financial sector is expected to play a catalytic role m 

faci litating economic grov.1h through SMEs (Dondo and Ongila 2006). 

In recent years, a growing number of developing countries including Kenya ha\'e embarked on 

reforming and deregulating their financial systems. transforming their institutions into effective 

intermediaries and extending viable financial services on a sustainable basis to all segments of the 

population (Seibel, 1996). By gradually increasing the outreach of their financial institutions. some 

developing countries have substantially alJeviated poverty lending, institutional strategies and 

financial systems approaches. In the process. a new \vorld of finance has emerged which is 

demand-led and savings driven and conforms to sound criteria of effective financial 

intermediation. There is now incipient experience with the successful integration of microfinance 

strategies into micro policies, which makes banking the micro economy and the poor both viable 

and sustainable. 

Microfinance has emerged as that sub sector of the financial system, which provides financial 

sen ices to the micro economy. comprising alignments of the rural and urban population, including 

small-scale farmers. micro entrepreneurs. \vomen and the poor. The micro financial sector 

comprises local financial institutions. which may be fom1al. semifonnal or informal. 
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Furthermore. individuals. groups or organi1.ation in the micro-economy may own such institutions. 

fully or in part. Microtinancc service:> include savings. loans. insurance. mon~y transfers. 

remittances. etc. 

The development of microfinance has benefited significantly from technical and financial 

assistance from bilateral and multilateral donor agencies in tht.: last decade. Rukwaro (2001) in the 

study of credit rationing by Micro finance Institutions (Mf Is) noted that the micro finance sub 

sector has emerged as an alternative source of credit to a large number of small micro enterprises 

(S!\1Es) in Kenya. I he study found that 20% of MFls obtained their lending capital from donor 

agencies, 50°/o from internal operations. 25% from borro\.\'ing and 5% from mcmbds deposits. It 

is further noted that internal operations involved operating revolving funds that \\ere initially 

financed by donor agencies. ~1any of the Mfls rely on donor agencies for funding. as the) are not 

financially stable enough to access commercial funding (Ledgerwood, 1993 ). 

1.4 tatement of the Problem 

In relation to shareholder value. the firm's investment in working capital should produce cash 

returns that add to the market value of the firm and thus to the wealth of its shareholders. However, 

excessive investment in \-.·orking capital will depress returns b) increasing the opportunity costs of 

having funds unnecessarily tied up in current assets (Mchmenamin 1999). 

Alternatively. insufficient investment in working capital increases the firm's risk of financial 

distress and insoh·ency if sufficient funds are not avai table to pay creditors \\hen the bills become 

due. It is worth noting that while working capital management accentuates short-term financial 

decisions and policies. these wi II however, be framed in the context of the firm· s overall corporate 

strategy. with the aim of realizing its strategic objectives and the primary goal of maximizing 

shareholder value. A firm can identify extreme!) \aluable essential in\'cstment opportunities. find 

the precise optimal debt ratio. follow the perfect dividend polic} and yet fail because no one 

bothers to raise the cash to pay this year's bills. lienee the need for short term planning. (Arnold 

1998). 
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The study undertaken by (Peel eta/., 2000) revealed that small lim1s tend to ha\'c a rdati\'cly high 

proportion of current assets. less liquidity. exhibit ,·olatilc cash flows. and a high reliance on short­

term debt. The recent work ofHo\\orth and Westhcad (2003). suggest that small companies tend to 

focus on some areas of working capital management \\here they can expect to imprO\ c marginal 

returns. for small and growing businesses. an efficient working capital management is a vital 

component of success and survi\'al; i.e both profitability and liquidity (Pccl and Wilson. 1996). 

The} further assert that smaller firms should adopt formal working capital management routines in 

order to reduce the probability of business closure, as well as to enhanct.: business performance. 

The study of Grablowsky (1976) and others have showed a significant relationship between 

various success measures and the employment of fom1al working capital policies and procedures. 

Managing cash flow and cash conversion cycle is a critical component of overall financial 

management for all firms. especially those who are capital constrained and more reliant on short­

term sources of finance (Walker and Petty. 1978: Deakins et al. 2001). Given these peculiarities. 

Peel and Wilson (1996) have stressed the efficient management of working capital, and more 

recently good credit management practice as being pivotal to the health and performance of the 

small firm sector. Along the same line, Berry et al (2002) finds that S~1Es have not developed their 

financial management practices to any great extent and they conclude that owner-managers should 

be made aware of the importance and benefits that can accrue from improved financial 

management practices. 

The study conducted by De Chazal Du Mee (1998) revealed that 60% enterprises suffer from cash 

flow problems. 1\arasimhan and Murty (200 1) stress on the need for many industries to improve 

their return on capital employed (ROCE) by focusing on some critical areas such as cost 

contairunent, reducing investment in working capital and improving working capital efficiency. 

The pioneer work of Shin and Soencn ( 1998) and the more recent study of Deloof (2003) have 

found a strong significant relationship between the measures of WCM and corporate profitability. 

Their findings suggest that managers can increase profitability by reducing the number of day's 

accounts receivable and inventories. This is particularly important for small grO\'-ing finns who 

need to finance increasing amounts of debtors. 
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Working capital is a basic requirement for all firms as it is "hat keeps the business running 
smoothly. Having sufficient funds invested in \\Orking capital n:duces the chances of the finn 
running into liquidity problems besides ensuring uninterrupted operation of the business. IJo,-.cYcr, 
the funds in\'estcd in working capital generate IO\\t:r returns than those in\'cstcd in long-term 
assets. Microfinance managers arc thus faced with the problem of detamining the optimal working 
capital policy as well as the critical issue of how to finance the ,.,orkmg capital. . Working capital 
can be financed by a mix of long term and short term funds. There is no specific rule as to how 
current assets should be financed. 

There are three broad working capital policies of financing current assets: 
1) A con sen ath c n orking capital financing policy in \\hich most current assets are financed by 
long term funds. 

2) An aggressive working capita l financing policy in \\hich fC\\ current assets arc financed by 
long term funds. There is Jess reliance on long term funds to finance current assets. 
3) A moderate working capital financing policy in which the level of im estment of long term 
funds on current assets is moderate . This policy falls midway between the aggressive and the 
conservative policies. 

The problem is to investigate on the dominant working capital financing policies being adopted by 
microfinance institutions in Nai robi. 

1.5 Objective of the study 

1. To establish the dominant working capital fmancing policies among the microfinance 
institutions in Nairobi 

11. To establish the relationship between MFJ's working capital financing policies and profitability 
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1.6 Importance of the tudy 

To ~1FI 

The study findings \\ill benefit Management and Staff of Micro Financl! lnstitutrons under study, 
b) gaining insight into how their Institutions can effecti\'el) manage their'' orking caprlal 

To academics 

The research will provide valuable information regarding the micro financial sector. Being 
upcoming entrepreneurs the academicians ""ill be furnished v.ith relevant information regarding 
credit availability. It will contribute to the general body of knowledge and form a basis for further 
research 

To r egulatory bodies 

Regulatory bodies like central Bank, commissioner of insurance and capital markets authorit) can 
use the study to improve on the framework for regulation. 
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CHAPTER T\\0: LITERATLRE REVI EW 

2.1 An Q, en icw of Working Capital 

According to Weinraub ( 1998). Businesses require investments in plant. machmcry. inventories, 
accounts receivable and all the other assets it requires to run efficiently. T) pically. these assets arc 
not purchased all at once but obtained gradually over time. Let us call the total of these assets the 
firm ·s cumulative capital requirement. Most firms cumulative capital requirements grov.· 
irregularly like the broken line in figure in figure I below:-

Figure 1: \Vorking capital Policies 

\ 

Year 1 

Source Mcmenamin 1999 

· .. I 
\ ......... 

Year2 

I 
\ I 

.. ) 
\ 

EJ 

Year 3 time 

1 his line shows a clear upward trend. as the firm ·s business gro-."1h. However. there is also 
seasoned variation around the trend. In the figure, the capital requirement line breaks late in each 
year. 
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Seibel ( 1996 ). St~ted that the cumulative capital requirement ca_n be met from either long term or 
short-term financing. When long-term financing does not co,·cr the cumulathc capital 
requirements. the firm must raise short-term capital to make up the diiTerencc. When long term 
financing more then CO\'Cr the cumulati\'e capital requirement the firm has surplus cash a\'ailablc 
for short-term investment. Thus the amount of long term financing raised. given the cumuhlli\C 
capital requirement determines whether the firm is short-term borrO\\·er or lender (Mcmenamin 
1999) 

According to Mcmenamin (1999) Lines A. B and C in figure 1.1 illustrate this. Each depicts a 
difference long term financing strategy. Strategy A+ alwa:s implies a short-term cash surplus. 
Strateg) C. implies a permanent need for short-term borrowing. Under strategy B. which is 
probably the most common strategy the fum is short-term lender during part of the year and 
borrow during the rest of the year. Many financial managers would feel more comfortable under 
strategy A than Strategy C. Strategy A+ (the highest tine) would be still more relaxing. A firm 
with surplus of long term financing never has to worry about borrov.ing to pay next months bills. 
However, are managers paid to be comfortable? Firms usually put surplus cash to \Vork in 
TreasuiJ bills and marketable securities. This is at best zero l\PV investment for a tax-paying firm. 
Thus firms \Vith a permanent cash surplus ought to retire long- term securities to reduce long term 
financing to a level the firms cumulative capital requirement that is if the fim1 is on line A+ it 
ought to move down to line A or perhaps even lower. 

Rafuse (1996), Stated that efficient working capital management is an integral component of the 
overall corporate strategy to create shareholder value. The way in v.hich working capital is 
managed and fmanced can have a significant impact on both the liquidity and profitability of the 
company. Smith ( 1980) first signaled the importance of the trade- offs bct\:veen the dual goals of 
working capital management, i.e. liquidity and profitability. ln other words. decisions that tend to 
maximize profitability tend to maximize the chances of adequate liquidity. Comcrscly. focusing 
almost entirely on liquidit) will tend to reduce the potential profitability of the company. The main 
components of a firms working capital are accounts receivable, inventory, cash and marketable 
securities. These elements are discussed belov ... 
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2.1.1. Accounts Recci\'ablc 

According to Gupta ( 1983). One important current asset is accounts recch·ablc. When one 
company sells goods or senices to another company. it does not usually expect to be paid 
immediately. These unpaid bills or trade credit make up the bulk of accounts receivable. 
Companies also sell some goods on credit to the final consumer. This consumer credit makes up 
the remainder of accounts receivable. Debtors arc people or other firms \"-ho owe mone) to the 
firm. This will usually happen where the firm has sold goods with a period of crcdil. rhe firm sells 
the goods or senice but allow the purchaser a period of credit to pay usually a month. During this 
month. the purchaser owes the firm the money and is therefore a debtor. Debts are considered 
assets. because when the debtors pay the firm will have con\'ertcd the debt into cash in the bank. 
Because most debts are relatively short-term, they are considered current assets. 

The amount of accounts receivable a firm has depends on the line of business they are in. If most 
of the business is with trade customers where the} have to offer credit then the level of accounts 
receivable may be high. For many retail businesses however, the level of accounts receiYable will 
tend to be relatively low as most oftheir sales are on cash bases (Gupta, 1983). 

2.1.2 Inventory 

Another important current asset is inventory. Jnyentories may consist of raw materials. work in 
progress or finished goods. The cost of holding inventories includes not only storage costs and risk 
of spoilage or obsolescence but also the opportunity cost of capital- that is the rate of return offered 
by other. equivalent risk investment opportunities (SriYanstva 2001 ).The benefits of holding 
inventory are often indirect. For example, a large inYentory of fmished goods (large relati\·e to 
expected sales) reduces the chances of a "stock out" if demand is unexpectedly high. A producer 
holding a small finished goods inventory is more likely to be caught short. unable to fill orders 
promptly. Similarly, large raw material inventories reduce the chance that unexpected shortage 
would force the firm to shut down production or use a costly substitute material (Arnold 1998) 
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Bulk orders for raw materials although they lead to large average im cntori~s may be \\Orth\\hile if 
the firm can obtain lower prices from suppliers. (That is. bulk orders may ~icld a quantity 
discount). 

Lamberson (I 991) .asserted that the task of inventory managemcnt is to assess thcsc benefits and 
costs and to strike a sensible balance. In manufacturing companies, the production manager is best 
placed to make this judgment. Obviously, average stock-holding pt.!riods v. iII be influenced by the 
nature of the business. For example, a fresh \'egetable shop might tum over its entire stock c\·ery 
few days '"hilc a motor dealer would be much slo,·ver as it may carry a '"ide range of rarely-used 
spare parts incase somebody needs them. Nowadays. many large manufacturers operate on a just­
in- time (JIT) basis whereby all the components to be assembled on a particular day. arrived at the 
factory early that morning, no earlier- no later. This helps to minimize manufacturing costs as JJT 
stocks take up little space. minimize stock -holding and virtually eliminate the risks of obsolete or 
damaged stock. Because TIT manufacturers hold stock for a ,·ery short time. they are able to 
conserve substantial cash. JIT is a good model to strive for as it embraces all the principles of 
prudent stock management. 

Lamberson (1 991) The key issue for a business is to identify the fast and slow stock movers with 
the objectives of establishing optimum stock levels for each category and, thereby. minimize the 
cash tied up in stocks. Factors to be considered when determining optimum stock levels include: 

r. What are the projected sales of each product? 
11. How widely available are raw material. components etc? 

111. How long does it take for delivery by suppliers? 
IV. Can you remove slow movers from your product range without compromising best sellers? 
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2.1.3 Ca h and ~1arkctable Securit ic 

Howorth and Westhead (2003), stated that the remaining current assets are cash and marketable 
securilles. The cash consists of currency. demand deposits and t1me deposits. ·r he principal 
marketable securit} is comrnercJal paper (shon-term. unsl!cured notes sold by other lirms). fhc 
other security is the government of Kenya frcasury bills and Bonds. 

Cash flows in a cycle into, around and out of a business. It is the business's lifeblood. every 
manager's primary task is to help keep it flowing. and to use the cash flow to generate profits. If a 
business is operating profitably. then it should. in theory, generate cash surpluses. If it does not 
generate surpluses, the more cash it will need for working capital and im estment. 'I he cheapest 
and best sources of cash exist as working capital right v.ithin business. Good management of 
working capital will generate cash, will help improve profits and reduce risks. Bear in mind that 
the cost of providing credit to customers and holding stocks can represent a substantial proportion 
of a firms total profit Howorth and Westhead, (2003) 

(Brealey and Myers 1991) stated that there are two elements in the business cycle that absorb cash 
-inventory and Receivables. The main sources of cash are payablcs. Equity and loans. In choosing 
between cash and marketable securities, the financial manager faces a task like that of the 
production manger. There are always advantages of holding large inventories of cash. The) reduce 
the risks of running out of cash and having to raise money on short notice. On the other hand, there 
is a cost to holding idle cash balances rather than putting the mone) to work in marketable 
securities. 

2.2 Some Theoretical Observations 

What is the best level of long-term financing. relative to the cumulative capital requirement. there 
is no convincing theoretical analysis of this question. We can give several practical obser\'ations 
however: 
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\latching :\laturitie 

Gitman ( 1997).said that most financial managers attempt to match maturities or assets and 
liabilnies that is: they finance long-lived a!>scts such as plant and machinery on long-term 
borrO\\ing and equity and used shon-tcnn funding to finance current assets. 

Permanent" orking capital requirement 
Gitman ( 1997) asserted that most firms make permanent in\'estment in working capllal (current 
assets less current liabilities). They finance this imcstment from long-term sources. 

2.3 Options for Short Term Financing 

According to Deloof (2003), firms often have various short-term sources of funds. To finance 
investment in current assets, a company may rely on a \aricty of short-term loans. These sources 
include commercial paper and bank loans. Many short-term loans are unsecured, but a company 
may offer its inventor) or receivable as security. Some of the common sources arc e>.plained 
below. 

Unsecured bank borrowing 

In this case. a firm arranges ~~th its bank allowing it to borrow up to a certain amount of money at 
a specified interest rate. The firm can borrow and repay where' er it wants so long as it does not 
exceed the credit limits. The firm does not need to pledge any of specific assets as security for the 
loan. This kind of arrangement is called a line of credit. When a company borrows on an unsecured 
line of credit, it is generally obliged to maintain a compensating balance on deposit with the bank 
Deloof (2003) 

Stretching payables 

In this case, the firm gets funds by making use of accounts payable. This is often a cheap source of 
funds as the only cost is the minimal additional cost that a firm that is buying on account has to 
pay. This source is often used instantaneously as the volume of business grows Deloof(2003) 
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2A orne A pects of Short- Term Financial Policy 

According to Chittenden. Poutziouris and Michaelas (I 998) the policy that a 1irm adopts for short­
term finance \Viii be composed of at least t\\0 elements. These components an: discussed bclov,•. 

The size of the firms in\-c~tment in current assets 
This is usuall.> measured relative to the fim1's le\'el of total operating revenues. A flexible or 
accommodati\'e short- term financial policy would maintain a high ratio of current assets to sales 
(Chittenden. Poutziouris and Michaelas. I 998). 

The financing of current assets 

According to Chittenden. Poutziouris and Michaelas (I 998) this is measured as the proportion of 
short-term debt to a long-term debit. A restricti,·e short-term financial policy means a high 
proportion of short-term debt relative to long-term financing and fle>..ible policy means less short­
term and more long- term debt. 

2.5 Flexible Short-Term Financial Policy 

1. Bhattachar.>a (2001) stated that flexible short-term (inancial policies include: Keeping large 
balance of cash and marketable securities 

n. Making large investment inventory 

111. Granting liberal credit terms, which result in a high level of accounts receivable? 

Flexible short-term financial policies are costly in that they require higher cash flows to finance 
cash and marketable securities, inventories and accounts receivable. However. future cash flows 
are highest with a flexible policy. Sales are stimulated b) the use of credit policy that provides 
liberal financing to customers (Van Vome 1995). A large amount of im·cntory prO\ ides a quick 
delivery service to customers and increases sales. In addition, the firm can probably charge higher 
for the quick delivery service and the liberal credit terms of flexible policies. A flexible policy also 
rna) result in fewer production stoppages because of im·entory shortages (Bhattacharya, 2001 ). 
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2.6 Restrictive Short Term Financing Policy 

Restrictive short term financing policy is characterized by: 
1. Keeping low cash balances and no investment in marketable sccuritit!s. 

11. 1aking small investments in inventory. 

2. 7 Working Capital Costs 

(Arnold 1998). stated that managing current assets can be thought of as involving a trade off 
between costs that rise with the le' el of investment and costs that fall "ith the lc\cl of mvcstment. 
Costs that rise with the level of investments in current assets are called carrying costs. Costs that 
fall with increase in level of investment in current assets are called shortage costs. 

Carrying Costs 

Carrying costs are generally of two types 
First, because the rate of return on current assets is low compared with that of other assets. there is 
an opportunity cost. Second, there is the cost of maintaining the economic value of the items e.g. 
the cost of warehousing the inventory. 

Shortage costs 

Bhattacharya (200 I) contributed that shortage costs arc incurred when the investment in current 
assets is low. If a finn runs out of cash. it'' ill be forced to sell marketable securities. If a firm runs 
out of cash and cannot readily sell marketable securities, it may need to borrow or default on an 
obligation (this situation is called a cash-out). If a firm has no inventory (a stock-out) or if it cannot 
extend credits to its customers, it will lose customers. The total cost of investing in current assets is 
determined by adding the carrying costs and the shortage costs. The minimum point on the total 
cost curve reflects the optimal balance of current assets. For firms whose cash flow patterns are 
predictable. typified by the public utilities sector, a long degree of liquidit) can be maintained. 
Immediate access to capital markets such as that enjoyed by large prestigious firms. also allov.s a 
greater risk taking capability. The peculiarities of a firms industry will have a major impact on the 
options open to management (Block and Hilt 1992). 
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2.8 hort Te rm lm c tme nt Opportunitic 

According to Anand (200 I) if a company is in a position of generating cash surpluses after 
allowing for an appropriate ·safety margin'. excess cash can be in\'estcd on a short-term basis. 
Short-term investment opportunities would typically include-

!. Short-term interest earning deposits- these are a\'ailablc '' ith most financial mstitutions. 
11. Marketable securities. These are short-tem1 easil} liquidat~:d. interested earning 

government and mane: market mstruments (e.g. Treasury bills) 
111. Payments in advance. Pa}ments can be made in ad\'ance to credit worth suppliers 

enabling significant discounts to be negotiated. The benefits of paying in ad' ance 
would clearly have to be weighed against the cost of any interest lost from investing the 
funds. 

2.9 Working Capital Policies 

Anand (2001) ,asserted that an individual company's investment in working capital will be related 
to the type of industry it operates in and the essential working capital polic) each individual 
company adopts. Working capital investments decisions concern how much of the firms limited 
resources should be invested in working capital. Financing decisions relate to how imestment in 
working capital is to be financed. 

What may be considered an acceptable level of working capital for one industry or line of business 
may be unacceptable (e.g. too much or too low) in another. because of diiTcrent operating or 
business characteristics across industries. Working capital requirements are also like!} to change 
over time in response to changes in the nature of a compan) ·s operation (Block and Jlilt 1992). 
Broadly. there are three distinct types of working capital policy, which a company can adopt: -An 
aggressive policy, s moderate policy and a conservati,·c policy. 
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Bhattacharya (200 1 ). fhe t) pe of policy relates to the finns general approach to the im·c~ting and 
financing of its working capital needs. Aggrcssi,•e and conservati,·c policies tend to represent the 
opposite ends of spectrum of working capital polic) options. The policies diffl.!r in their attitudes to 
both the in\'estment in and the financing of current assets. The more conservative in altitude the 
polic). the greater the le\'cl of invesuncnl in current assets and the greater the firms reliance on 
long-term capital (in the form of debt or equity) to finance the investment in current assets 
Com·ersel), the more aggressi\e the working capital polic) the )O\\Cr thc level of Ill\ cstmcnt in 

current assets and the less is the firms reliance on long term capital to finance current assets. 

Financing of current assets from current liabilities particularly in the form of interest free credit 
from supplies is a less expensive source of financing them equity or long-tern debt capital (Van 
Vorne 1995). The type of working capital policy operated will be dictated by such factors as the 
growth rate of the company, its size, nature of its industry ~hether it is manufacturing or non­
manufacturing and by the risk altitude of the finn's management. 

2.9.1 A conservative working capital policy 

Investment 

As far as investment is concerned, a conservative working policy is the 'play it safe' philosophy. 
At its most conservative, the policy will attempt to prO\ ide sufficient long-term financing to cover 
and all anticipated eventualities. A conservative polic) implies relatively high investment in 
current assets in relation to sales, the current assets to sales ratio will be comparative!} high and 
assets turnover ratio will be low. In a conservative approach stock and cash. levels '"ill generally 
be kept high to avoid stock out and illiquidity costs. There is also likely to be a sizeable investment 
in short-term bank deposits and other short-term liquids investments (Copeland and Weston 1988). 

Financing 

Deloof (2003),stated that at one extreme a company finances all its current asset requirements with 
long-term funds, including its peak temporary requirements. In operating a conservative policy 
short term funding may only be called upon as a fall back or emergency source of funding. The 
investment in current assets is divided into permanent current assets and temporary current assets. 
The investment in permanent current assets represents the core. or minimum Jc, el of inYestment in 
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current assets required on a continuous basis. In addition w permanl!nt current assets. the business 
may need to irn est in temporary currl!nt assets, to accommodate fluctuations in its business cycle. 

At its most extrl!me the conservativ~.: working capital. policy assumes. somC\\hat unrealistically. 
the absence of any spontaneous funding from current liabilities such as trade creditors. 
Spontaneous funding is the type of funding \\hich occurs virtually automatically'' hen a company 
acquires goods and services from tts suppliers on credit (Copeland and Weston 1988). 

Risk and return 

Deloof (2003) , stated that since the conservative policy rdies on long term. financing it also 
makes it a more expensive policy to follow than one. which allov,;s for an e lement of short-term 
financing. However, it is also the low risk working capital policy as the company is not dependent 
upon access to short-term funds and is not therefore exposed to the volatility of short-term interest 
rates or to unexpected changes in general economic conditions. In contrast. long-term financing 
although generally expensive is more certain and stable with regard to the term of the fmance. its 
costs and its conditions. The firm pays a price for certainty and stability. Long-term source of 
finance such as equity and long term loans are more certain and stable and consequently they tend 
to be more expensive. 

More short-term finance is frequently repayable on demand by U1c lender, and renewal or ''roll 
over'' of short-term financing is by no means guaranteed. In fact. on occasions. it may only be 
possible at the expense of accepting higher interest rates and tougher borrowing conditions. All 
factors increases the variability associated v.ilh short-term finance and increases the firm's risks of 
experiencing liquidity difficulties (Gitman 1997). 

2.9.2 An Aggressive \Vorking Capital Policy 

Gitman ( 1997) contributed that an aggressive policy relies on mtnJmum investment in current 
assets and is highly dependent on access to short-term financing. 
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rmestment 

Gitman (1997) stated that with an aggressi'c policy. total investment in current as ·ets "ill be kept 
to a minimum. The current assets to sales ratio will be much lo\\cr and the cum.:nt assets turno\'cr 
rates much higher in comparison to a conservative policy. 

Financing 

Giunan (1997) contributed that an aggressi'e working capital policy \\ill use long-term finance to 
fund its investment in permanent fixed assets and also a substantial part of its permanent current 
assets; short-term financing will be used to fund temporary current assets needs and part of the 
permanent current assets requirements. 

Risk and return 

Gitman (1997) made an observation that if conservative and moderate policies were to be 
compared, an aggressh·e policy will achie\'e higher returns but will also carry high ris~ due to its 
higher dependency on short-term finance. 

2.9.3 A Moderate Working Capital Policy 

Gitman (1997) stated that a moderate or balanced capital falls midway between the aggressive and 
conservative policies. With a moderate policy, the level of investment in current assets is neither 
lean nor excessive. FoliO\\ ing a moderate policy. long-term funds are used to finance the 
investment in fixed assets and the permanent components of current assets investment. Temporary 
or seasonal current assets are financed by short-term sources of finance. The moderate policy is 
less risky than the aggressive but more risky than the conservative policy. The company only 
resorts to short-term financing when seasonal and other temporary demands require it (Gitman 
1997). Returns under a moderate policy are corresponding higher than under a consenativc policy 
but lower than under an aggressive policy. 
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2.10 ummaryofthe Chapter 

According to Kesseven (2006}. the different analyscs ha' c identified cnttcal management practices 
and are expected to assist managers in identit) ing areas ''here they tmght impro\'c the financial 
performance of their operation. The results have provi<kd O\\ner-managcrs with information 
regarding the basic financial management practices used b) thctr peers and their peers attitudes 
toward these practices. The working capital needs of an organization change O\'er time as does its 
internal cash generation rate. As such. the small firms should ensure a good synchronization of its 
assets and liabilities. 

The study showed that the paper and printing industr) have been able to achieve high scores on the 
various components of working capital and this has positively impact on its profitabilit). On this 
premise this industry may be referred as the ·hidden champions· and could thus be used as best 
practice among the SMEs. Further, the research concluded that there is a pressing need for further 
empirical studies to be undertaken on small business financial management, in particular their 
working capital practices by extending the sample size so that an industry-wise analysis can help to 
uncover the factors that explain the better performance for some industries and how these best 
practices could be extended to the other industries. 

20 



C.IIAPTER fiiR££: RESEARCH ~IETIIODOLOGY 

3.1 fntroduction 

The chapter outlines the overall methodology to be us\.!d in the ~tudy. 'J his includes the research 
design, population of the stud}. sample size. sample frame. data collection methods. research 
procedures and data analysis and presentation. 

3.2 Research Design 

The research used a descriptive surve) method to assist the researcher to achie\ e the objective of 
the study. Mugenda and Mugenda. (1999) stated that the descripth·e sun·e) is a method that \Vill 
collect data from the population and help the researcher to get the descriptive existing phenomena 
.It involves making decisions on what type of data is required, where the data will be found, 
techniques of data collection. analysis and interpretation 

3.3 Population 

The population of the stud) comprised of all the Micro finance institutions registered in Kenya 
The population of interest was thus the list on the appendix l.lt ~as obtained from the central bank 
of Kenya annual Report on microfinance Institution in Kenya and the Association of Micro finance~ 
Institutions (AMFI) 

3.4 ampling Method and Sample size 

The convenient sampling technique was used . The main features of this method arc the fact that 
subjects are easily and conveniently available. have been operating for the last fiv·e years and are 
located in Nairobi. The sample size for the study \.Vas thirty MFis in Nairobi. 

21 



3A Da ta Collection 

The study used secondary data which was extracted from tinnncial statements. These included-
! . Profits after tax 

11. Current assets 

111. Current liabilities 

1v. Fixed assets 

v. Long term debt and equ1ty of the institutions sun·eyl!d 

3.5 Data Analysis 

The data was analyzed with the aim of determining the dominant \VOrking capital financing policy among the MFis in Nairobi. The working capital financing policy for each of the companies in the sample was determined by computing the proportion of current assets that is financed using long­term funds. This was determined as fo llows: 
Proportion of current assets financed b} long-term funds 

= (Total current assets- Total current liabilities)*] 00 
Total current assets 

= (Net current assets/Total current assets)* 100. 

A simple arithmetic mean '"'as used to come up with each firm's working capital financing policy for the last five years. 
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The ~fFis in the sample \\ere then grouped into thrc~ categories depending on their \\Orking 
capital financing policy as follov.s: 

I. Conservath e " orking capital fin ancing policy 

All the !\1Fls \\hose a\'eragc long term financing of curr~nt assets is at l~ast sixty p~rccnt (60% or 
more) 

2. Moderate " orking capita l financing policy 

All the MFis \\.hose average long tenn financing of current assets is more than thirt} percent but 
less then sixty percent (betn een 30% and 60%) 

3. Aggressive working capital financing policy 

AJI the MFis \\hose average long tem1 fmancing of current assets IS at most thirt) per cent( 30% 
or less) 

The profitability of each of the MFis was computed using profit after tax. A simple linear 
regression model was then used to find if there is a relationship between the working capital 
financing policy and the profitability of tbe ;vfFis. 
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CHAPTER FOlR: 0.\TA ANAL' . I .\:\0 IT'\DI~G 

~.1 Introduction 

The objective of this research study \vas to establish the dominant working capital financing 

policies among the microfinance institutions in Nairobi and to establish the relationship bet\\CCn 

.MFI's working capital financing policies and profitability. 

4.2 Computation of Individual Company Working Capital Policy and Profitability 

The data collected was first analyzed to determine the amount of current assets financed using 

long-term funds. The long term financing of current assets (net current assets) was then divided by 

the total current assets to determine the proportion of current assets financed using long term-term 

funds in the form of equity and long-term debt. Each of the individual compan) 's annual 

proportion for the five-year period \\'as averaged to come up '"'ith the company's average working 

capital management financing policy. Table 4.1 in the appendix gives a summary of the individual 

company working capital financing policy. 

The annual profit after tax was then averaged to get the average profit after tax for each of the 

Wls in the sample 

The resultant individual company profitability is shown in table 4.2 in the appendix. 
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The MFrs in the sample have been grouped into three depending on their financing of current 

assets using long-tem1 funds. A fi\'C )Car's average percentage of long-term tinancing of current 

assets for each of the Mrrs has been used. 

The categorization is based on the following: 

1. Conservative working capital management financing polic) 

AIJ MFr s "-"hose average long-term financing of current assets is at least sixty percent. 

11. moderate working capital management financing policy 

All MFrs \\hose average long-term financing of current assets is more than thirty per cent 

but less than s ixty per cent. 

iii. aggressive working capital management fmancing policy 

All MFI's whose average long-term financing of current assets is thirty percent or less. 

Based on the results of the research the domi11ant working capital managem ent financing policy 

is the aggressive policy, which is represented by fourteen out of the sampled thirty MFI's. Thus. 

about forty-seven percent of the sampled firms practice the aggressive polic). The second 

prominent policy was the moderate policy. "'hich had eleven MJ I:s thus representing about 

thirt) -seven per cent of the sample. The least practiced policy was consen alive which had only 

fiye MFI's thus representing about sixteen percent of the firms sampled. 

The prominence of the aggressive policy among Microftnancc institutions in Ken) a "-"Ould be as a 

result of the high cost of funds in Kenya and thus management of most firms prefer not to finance 
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current assets using long tem1 funds . Current sources of funds like accounts pa~able \\hich often 

bear minimal cost arc thus used instead of long-term debt and equity \\ hich are often exp~nsivc . 

4.4 Regression Analysis of profit after tn on Working Capital \lanagcmcnt financing Policy 

A simple regression model v.as used to find out if there is a relationship bet\\.ct:n the long-term 

financing of current assets and the profit after tax in the sample. I he strength of the relationship 

was also computed. The is sho\'.·n in the table beiO\\ : 

Regression Analysis Results 

Regression Statisttcs 
Multiple R 0.197237 
R Square 0.038902 
Adjusted R 0.004577 
Square 
Standard 161517 
Error 
Observations 30 

ANOVA 

df ss MS F Significance 
F 

Regress1on 1 2 96E+10 2.96E+10 1 133353 0.296156 
Residual 28 7.3E+11 2.61E+10 
Total 29 7 6E+11 

Coefficients Standard t Stat P-value Lower95% Upper Lower Upper 
Error 95% 950% 95.0% 

Intercept 147529.6 43573.44 3.38577 0 0021 19 58273.49 236785 8 58273.49 236785.8 
X Variable 1 -93257 3 87599.28 -1 06459 0 296156 -272696 86181 64 -272696 86181 64 
Source: Research Findings 

The dependent variable (y) is the profit after tax while the independent variable (x) is the working 

capital management financing poJicy as measured by the Ion g-lenn financing of current assets. f he 

resultant regression equation is as given below ; 

Y= 147529.6 -93257.3x 
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The strength of the relationship has also been tested using r2 which shows the proportion of the 

variation in the dependent variable (in this case profit after tax) which is cxplaim:d by the 

independent Yariablc (in this case the long-tcnn financing of current assets). 

The resultant value of r2 is 0 038902 

The regression analysis shows that the long-tem1 financing of current assets is a \\eak predictor of 

the profit after tax. The value of r2
• which measures the strength of the rdationship in a rl!gression 

equation. was only 3.9 percent. Thus. other variables account for about 96.1 percent of the 

variation in profit after tax. 
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CHAPTER FIYE: CO:\CL t. 10:\S .\'0 RECO:\l~U: :\1>..\ 110:'\, 

5.1 CO'\:CLV IOI'S 

The research findings show that the aggressive working capital managl!ment financing policy is the 

most dominant among the Microfinancc institutions in Kenya. This would be partly due to the hjgh 

cost of long-term funds in Kenya. \\ hich for most part of the research period were abo\·c twenty 

percent. Management of most MFis \'I.'Ould thus tend to use the short-term funds like trade 

creditors, which often carry very minimal direct costs. The cost consideration thus dominates the 

need to match the duration of the source of funds with the life of the asset to be financed. under 

the maturity-matching concept one would have expected that the MITs that require heavy 

investment in current assets could use more long term financing but this was not the case. The 

other source of long-term funds namely the 0\\1lers· equity might also not have been attractive to 

the MFI's because of the costs. for instance floatation costs associated with raising such funds 

besides the annual dividend expectations from the shareholders. 

The findings on the research show slight differences between the \\ orking capital management 

financing policies across the various categories. The absence of significant differences in working 

capital management financing policies across the other categories would be because the Ml rs are 

exposed to the same macro-economic conditions. For example, the Mr Is are exposed to the same 

political/legal framework as well as the same inflation rates and tax system. The MJTs will 

therefore tend to make decisions. to invest long term funds in current assets. that arc somewhat 

similar due to this exposure to the same macro-economic conditions. f he similarit) of the working 
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capital management financing policies across the categories \\Ould also result from the \\Orking 

capital adequacy requirements by the regulatory bodies. 

Further the research findings show that there is some differences on the profit aftc:r tax for ~1Fis. 

This can be explained by the fact that MFis vary in their sizes. thc.:y rangl.! from big companies to 

small non governmental organizations. Thus their size would dctcm1inc thl!ir turno\·er and 

ultimately the profit. Another factor that determines profit is the nature of the company. Some of 

MFis are non profit organizations and therefore their main objective is not maximizing profits. 

Some of these o rganizations exist to help marginalized groups and thus the profit they make may 

just be a surplus from their budgets. 

The regression analysis thus showed that working capital management policy explained only four 

percent of the variation on profit after ta-..: leaving ninety six percent to be explained b) other 

factors. 

5.2 Recommendations 

Based on this research there does not appear to be any working capital management financing 

policy that is superior to the others in terms of its effect on profits. Management of various 

Microfinance institutions should therefore feel free to pursue any particular working capital 

management financing policy, which they deem conYenient to them. Management should devote 

their time to the activities that enhance the efficiency of the firms and those strategic actions that 

increase their competitiveness in the market place and thus impro\ ing the return to the 

shareholders. 
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5.3 Limitation of tbe tudy 

The study faced a number of limitations as discussed below. Other factors that arc not 1inancially 

quantifiable but afTect profits were not considered in the study as it was based on published 

financial statements. A part from the , .. ·orking capital management other factors like di ffercnt 

management style. staff motivation. quality of the production equipment. and the goodwill of the 

company have a strong influence on a company's profitability but \\Cre not considerl!d in the 

StUd). 

The time factor hindered the researcher from extending the research for a longer period and 

considering the influence of other factors such as change in management policies that would have 

changed over the study period. The financial resources allocated for the research \\ere hardly 

enough for collection of data of other microfinance institutions and as such a more detailed study 

would not be carried out. 

SA Suggestions for Further Study 

The study provides a starting point for helping stakeholders in Microfinance institutions in Kenya 

to look for ways of improving profitability through efficient utilization of financial resources at 

their disposal. There is room for research on the effect of changes in working capital management 

financing policy on profitability of a single company over time. 
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The effect of changes in the components of \\Orking capital on profitability is al:so an area that can 

be researched on. The individual elements of '' orking capital arc associated "ith di ffcrcnt cost 

len~ls and therefore changes in their mix are likely to affect profitahility of a company. 

There is also room to research on the other factors that affect the profitability of the MFI's like the 

staff morale, adequacy and quality of tools used and the management St) I c. ·1 hcsc are factors that 

are normally not shown in the financial statements but nc\'ertheless have a bearing on the leYel of 

profits. 
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APPE'iOIX 1: LI T OF \1ICROH'i.\:\CE 1:\STI l'lJ' l'IO'iS 

List of ~1icrofinance Institutions as .of (CBK 2006) and (.\\ty 

--------
1. AAR Credit Scr. ice 

2. Action Aid 

3. ADRA Kenya 

4. AgaKhan Foundation micro credit Programme 

5. Archdioceses of"!airobi 

6. AREP 

7. SIMAS 

8. Care International 

9. Christian Health Association of Kenya 

l 0. Co-operative Bank of Kenya 

11 . Crossbridge Credit Ltd 

12. Daraja Trust 

13. Ecumenical Church Loan Fund (ECLOF) 

14. Elite Microfinance 

15. Equity Building Society 

16. Family Finance 

17. Faulu Kenya 

18. Ghetto Child Programme 

19. Hope Africa 

20. Jamii Bora 

21. Jaru Mjcro credit Africa Ltd 

22. Jitegemee Credit scheme 

23. Jitegemee Trust 

24. KADET 

25. Kenya Commercial Bank-Special Loan Unit 

26. Kenya Gatsby Trust 
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27 Kenya Post Onice Sa\ ings Bank 

18 Kenya Small Traders and Enterprise Society 

29 Kenya Women Finance Trust 

30. K-Rep Bank Ltd 

31. K-Rep De\elopment Agency 

32. Micro Kenya ltd 

33. Millenia Multipurpose Credit society 

3-l OIKO credit 

35. Pride Africa 

36. Private Sector Development Unit 

37. SISDO 

38. Skills Across Kenya 

39. Small and Micro-Enterprise Programme (SMEP) 

40. Small Enterprise Credit Association 

41 . Smallholder Irrigation Scheme Development Organisation 

42. St. John's Community Centre 

43. Sunlink Micro finance Partners 

44. Undugu Society of Kenya 

45. United Disabled Persons of Kenya (UDPK) 

46. Vintage Management Consultants 

47. WEDCO 

48. Widows and Orphans Welfare 

49. Window Development fund 

50. World Vision 

51 . Y ehu Enterprise support sen ices 
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\ppcndix 2 Li t o f tahlc\: 

Table -'.1 ummary of indh idual company workin g capihtl finan cing polic~ 

Company 2006 2005 12004 2003 2002 A\cra~c 

Action ,\id 0.556 0494 0455 0 271 0 090 0.373 

.\REP -0.003 -0.302 -0.127 0.096 -0 218 -0.111 

Care International 0.362 0.171 0.113 -0.343 -0.086 0.043 

Christian Health 
;\ ssociation of Kenya 0 466 0582 0.570 0.641 0.511 0.554 

Co-operati\'e Bank of 
Kenya 0 137588 0 178899 0.109357 0.03738 0 208082 0.134261 

Crossbridge Credit Ltd 0 835 0.912 0.880 0.729 0729 0.817 

Ecumenical Church 
Loan Fund 0 885 0.909 0 929 0 576 0.549 0.770 

Equity Building Society 0606 0.614 0 610 0 640 0.409 0.576 

Family Finance 0 794 0686 0 740 0608 0.407 0.647 

Faulu Kenya 0.794 0.686 0 740 0608 0407 0.647 

Hope Africa 0.390 0.366 0.302 0 262 0.265 0.317 

Jamii Bora 0.188 0.375 0.374 0 348 0.233 0.304 

Jitegemee Credit 
scheme 0.418 0.426 0409 0 204 0 489 0.389 

Private Sector 
Development Unit 0 078 0.045 -0.099 0 052 -0 040 0.007 

Micro Kenya ltd -0.381 -0.022 0.132 0.224 0.170 0.024 

Kenya Commercial 
Bank-Special loan Unit 0 120 0.161 0152 0.131 0 000 0.113 

Kenya Post Office 
Sa' ings Bank 0.161 0167 0166 0 204 0.218 0.183 

Ken yaS mal IT radersAnd 
Enterprise Society 0.043 0.013 0.047 0.027 0.082 0.042 

Kenya Women Finance 
Trust 0.097 0.134 0.117 0 123 0.136 0.121 

K-Rep Bank Ltd 0.066 0073 0 000 0 074 0068 0.056 

K-Rep Development 
,'\gency 0.236 0.275 0.191 -0.325 -0.362 0.003 

Small and Micro-
Enterprise Programme 
(SMEP) 0.353 0 419 0 396 0 268 0 609 0.409 

Small enterprise Credit 
.'\ssociation 0.454 0.392 0 383 0 648 0.388 0.453 

Smallholder Irrigation 
Scheme Development 
Organisation 0.946 0.939 0.847 0 825 0 887 0.889 
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Sunlink Micro finance 
Partners 0674 0461 0 432 0 608 0456 0.526 --
Cndueu Societv of 

..... . 
Kenya 0 729 0647 0642 0496 0 484 0.600 
\ 'image ~1anagement 

0.5831 consultants 0.628 0 534 0 278 0 390 0.483 
\\cDCO 0.250 0.375 0402 0 045 0 279 0.270 
Widows and orphans 
welfare 0 131 0 372 0158 0 127 0 404 0.238 
World Vision 0.601 0.546 0.483 0.353 f 0.237. 0.601 
Source: Research Findings 

Table 4.2 Summary of Individual Company Profitability Profit after ta" 

Company 2006 2005 200-t 2003 2002 Average 
Sh '000' Sh '000' Sb'OOO' Sh'OOO' Sh'OOO' Sh'OOO' 

Action Aid 34 661 50 55,460.50 113,666 00 54,936.00 59,918 00 63,728.40 
AREP 2,020 75 -13,541.75 -10,907 75 9,473.00 26 94 -2,585.76 
Care International 6,202 25 999.00 -8,502 50 -1,650.75 11,021 00 1,613.80 
Christian Health 
Association of Kenva -4,196.50 3,080.50 26,566 25 1,443.00 31.07925 11 ,594.50 
Co-operative Bank of 
Kenya 673,070 86 446,393.50 499.02524 479.182.34 430.25248 505,584.88 
Cross bridge Credit 
Ltd 1,337 75 2,320.25 2,795 25 3,577.75 12,303.75 4,466.95 
Ecumenical Church 
Loan Fund 96525 236.75 -2,133.50 1,83225 12,187 25 2,617.60 
Equity Bank 1 135,197.00 344,598.00 136,135 00 388,765 00 138,509 00 428,640.80 
Family Finance 62,310.00 89,490.00 354,720.00 279,030.00 622.860 00 281 ,682.00 
Faulu Kenya -9,381.50 35,146.00 20,428.75 15,329.00 72,325 25 26,769.50 
Hope Africa 37,972 50 21 ,676.50 30,614.50 40,133 75 38,724 00 33,824.25 
Jamii Bora 21,725.00 33,925.00 69,600.00 30,175.00 23,700.00 35,825.00 
Jitegemee Credit 
scheme 9,482.50 6,580.00 5,002 50 6,245 00 9,062 50 7,274.50 
Private sectore 
development unit 

26,472 25 24,176.50 20,763 00 19.834.00 14,340.50 21 ,117.25 
Micro Kenya ltd 231 892 25 234,476.25 234,511 00 199,499 00 184,471 so 216,970.00 
Kenya Commercial 

Bank-Special Loan 
Cnit 445.750 00 738 750.00 517,000 00 563.500 00 750.000.00 603,000.00 
Kenya Post Office 

56,18125 47 956.00 58,727 50 51.565 25 69 837.50 56,853.50 
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Sa' mgs Bank 
Kenya Small Traders 

And Enterprise 
Society 13,962.75 -46,635 75 13,055.75 17,671.25 71.433 75 13,897.55 

Kenya Women 242,063.36 

Finance Trust 181.908.68 136.56-t.l45 116,117.25 388,666.25 281.561 25 

K-Rep Bank Ltd 551,531 75 560,770 50 543,784.50 434,279.75 357,328 25 489,538.95 

K-Rep De\'elopment 
Agency 14,347 50 8,451 25 7.472.50 5,051 .25 1,828 50 7,430.20 

SmallandMicro-

Enterprise 

Programme (SMEP) 332,500.00 196,750.00 92,500.00 179,000.00 99,575.00 180,065.00 

Small Enterprise 
Credit Association 205,780 03 15.10273. 14 567 75 309 349 53 28 081 85 114,576.38 

WED CO 24,13890 37,694 40 77,333 30 33,527 80 36,500 00 41 ,838.88 

Smallholderlrrigation 
Scheme 
Development 
Organisation 13,954 00 11,24875 23,053 25 27,136.50 20,213 50 19,121.20 

Sunlink Micro 
finance Partners 575,198 50 388,081 00 293,699 25 281 ,982.50 70.555.50 321,903.35 

Undugu Society of 
Kenya 57,851 75 83,400 00 73,12100 97,572.25 153 088.00 93,006.60 

Vintage Management 

Consultants 48,092.00 742.00 4,302.00 12.678.00 3,393 00 13,841.40 

World Vision - -

30,794 75 184,121.25 164,563.00 427,675.00 93,926 75 -56,679.05 

WidO'\o\'S and 
orphans 16,897.23 26,386.08 54,133.31 23 ,469.46 25,550.00 29,287.22 

Source: Research Fi11dings 

4.3 C lassification of MFis based On Working capital financing polic) . 

Worl-ing capital 1 A' cragc Profit 
a ftcr taxsh '000' 

I Conservative Policv 
World Vision o 900 I -56,679.05 

Smallholder Irrigation Scheme Development Organization 0.889 19121.2 

Crossbridge Credit Ltd I 0.817 4,466 95 

Ecumenical Church Loan Fund 0.770l__ 2,617 6 
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, llndu[!u Cloc ietv of Kenya 0600 I 93 006 6 I 

,- 'lean 0.795 12,506.6~ 
Standard De' iation 0.121 53,556.24 
~loderate 

Equity Building Societ) - f--
0.576 428,640.8 

Christian Health Association of Kenya 0.554 11 ,594.5 
Sunlink Micro finance Partners 0.526 

- 321 ,903.35 
Vintage Management Consultants 0.483 13 841 
SmaJI Enterprise Credit Association 0.453 114,5~ 
Small and Micro-Enterprise Programme (SMEP) 0.409 180,065 
Jnegemee Credit scheme 0389 7 274 5 

' Faulu Kenya 0380 26 769.5 
Action Aid 0 373 63.728.4 
HoEe Africa 0.317_ 33,824.25 
Jamii Bora 0.304 35,825 
Mean 0.375 112,549.33 
Standard Deviation 0.0514 141,827.12 
Aggress i\'e 

~ WEDCO 0270 41838 88 
I Widows and Orphans Welfare 0.238 29 287.22 
1 Family Finance 0.234 281 ,682 

Kenya Post Office Savings Bank 0.183 56,853.5 
Co-operative Bank of Kenya 0.134 505,584.88 
Kenya Women Finance Trust 0.121 242,063 
Kenya Commercial Bank-Special Loan Unit 0.113 603,000 
K-Rep Bank Ltd 0.056 489.538.95 
Care International 0 043 1.613.8 
Kenya Small Traders and Enterprise Society 0.042 I 13,89755 

\ 1icro Kenya ltd 0 024 216.970 
'~ Private Sector Development Unit 0.007 21 117.25 

K-Rep Development Agency 0.003 7,430.2 

AREP -0.111 2,796.35 

\1ean 0.097 179,548.113 
Standard Deviation 0.108 214,674.816 

Source: Research Findings 
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. lppeudix 3: Raw data of companies sampled: 

o\ction .-\id I I I 
Assets employed 2006 2005 2004 2003 2002 

'\on-current 1 201.988.50 1.254.869.75 1,276,247 50 1 264,438 00 1,318,704.00 

Current assets 354 802 25 287,348.50 371 885.50 262.032.50 204!045.50 

Current liabilities 157.383 25 145,307.75 202 625.00 191 ,020.75 185,610.75 

"-:et Current 
Assets 197.419 00 142,040.75 169.260 50 71011 .75 18,434.75 

Tota l Net assets 1.399,407 50 1,396,910.50 1.445,508.00 1,335,449.75 1,337,138.75 

Share capital 122,187 50 122,187 50 122.187 50 122.187 50 122,187.50 

Retained earnings 358.338 75 342.171 .25 252,75775 201 ,246 25 0.00 

Proposed 
dividends 30.547 00 24,437.50 73,312.50 0 .00 0.00 

Share holders 
fund 511 ,073.25 488,796.25 448,25775 323,43375 122,187.50 

Profit before 
taxation 54 400.75 82 007 75 166,166 00 85.786 50 118,346.50 

Taxation -19,739 25 -26,547.25 -52,500 00 -30,850.50 -58.43 

Profit (Loss) 
a fter tal.ation 34,661 .50 55,460.50 11 3,666.00 54,936.00 59,918.00 

AREP 2006 1005 2004 2003 1002 

Non-current assets 558,729.75 611 ,671 .00 680,358.75 680,638.50 645,937.75 

Current assets 147,225.75 130,094.00 147,987.00 138,849.25 112,747.75 

Current liabilities 147.667.25 169,318.75 166.767.50 125,564 50 137,316.00 

Net-Current assets -441 .50 -39,224 75 -18,780.50 13.284 75 -24,568.25 

Total Net assets 558,288 25 572,446.25 661 ,578.25 693,923.25 621 ,369.50 

Share capital 24.500 00 24.500 00 24.500.00 24 500 00 24,500.00 

Retained earnings 182,370.25 168,212.75 0.00 0.00 0.00 

Proposed 
dividends 206,870 25 192,712.75 24,500 00 29,400.00 24,500.00 

Share holders 
fund 000 0.00 0 00 0 00 0.00 

Profit before 
taxation 2,117.75 -23,983.50 -21,441 .50 -4,153.75 36,571.50 

Taxation 97 00 10.441 75 10,533.75 13,626.75 -9,634.00 

Profit (Loss) after 
taxation 2,020.75 -13,541.75 -10,907.75 9,473.00 26.94 
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Care I 2006 2005 I 200~ 2003 2002 
International 
Non-current assets 139.496 50 140.646.50 143,127.50 158,444.50 134,858.00 -Current assets 66.266 75 72,587.25 69.259.00 92.650.75 75,977.50 Current liabilities 42.269 00 60,177.50 61 ,449 75 124.410 25 82,529.00 '\et Current assets 23.99775 12.409.75 7,809.25 -31,759 50 -6,551.50 Net Current Assets 163.494 25 153,056.25 150.936 75 126.685.00 128,306.50 Share capital 139,496.50 140,646.50 143.127 50 158,444.50 134,858.00 

Retained earnings 18.440 50 15,988.25 15.254.25 26,527.75 30,516.75 Proposed 
di,idends 3.750 00 0 00 0.00 0.00 0.00 Sha re holders 
fund 97.190 50 90.988 25 90.254 25 101 ,527.75 105,516.75 Profit before 
taxation 11 777 00 2238 75 -11.573.00 -1,93075 12,193.25 Taxation -5,574.75 -1 ,23975 3,070.50 280 00 -1,172.25 Profit (Loss) after 
taxation 6,202.25 999.00 -8,502.50 -1,650.75 11,021.00 

Christian Health Association of 
Kenya 
Assets employed 2006 2005 2004 2003 2002 
'-Ion-current 433 863 75 429,709.00 521 070 50 528,664.50 540,742.50 Current assets 120,717.50 91,095 00 116,658.25 87,561.00 96,920.00 Current liabilities 64,503 75 38.085 50 50,112.50 31.399.75 47,420.00 
~et Current Assets 56,213.75 53,009.50 66,545.75 56,161 25 49,500.00 Total Net assets 490.077 50 482 718.50 587,616.25 584,825.75 590,242.50 Share capital 47,511 .50 47,511 .50 47,511.50 47,511 .50 47,511 .50 Proposed 
di,idends 0.00 2,375.50 0.00 0.00 0.00 Share holders 
fund 47,511.50 49,887.00 47,511.50 47,511.50 47,511.50 Profit before 
taxation -6,648.25 9,109 00 39,804.75 12,500.50 52,295.50 
Taxation 2.451 75 -6,028.50 -13,238 50 -11.057.50 -21 ,216.25 
Profit (Loss) after 
taxation -4,196.50 3,080.50 26,566.25 1,443.00 31,079.25 
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Cooperative Bank 
Assets employed 2006 2005 200-' 2003 2002 
Non-current 4,901,027.75 3.367,093 25 3,006,743 75 2285,166.50 1,908,332.50 
Current assets 2,937,246.00 6,835,99675 4,468,610 00 3487,380 00 4,337,794.50 
Current I iabi I ities 2,533,116.50 5,613,044.50 3,979,93525 3,357,022 00 3,435,177.50 
Net Current Assets 404,129.50 1,222,952 25 488,674 75 130,358 00 902,617.00 
Total Net assets 5,305,157.25 4,590,045.50 3,495.418.50 2,415,524 so 2,810,949.50 
Share capital 395,640.00 395,640.00 406,390.00 406,390 00 274,510.00 
Retained earnings 483,402.00 124,193.50 594,984.25 1,037,026 25 1,248,121.25 
Profit before 
taxation 961,529.80 637,705.00 712,893 20 684,546.20 614,646.40 
Taxation 288,458.94 191 ,311.50 213,867.96 205,363 86 184,393.92 
Profit (Loss) after 
taxation 673,070.86 446,393.50 499,025.24 479,182.34 430,252.48 

Crossbridge Credit Ltd 
Assets employed 2006 2005 2004 2003 2002 
Non-current 42,974.50 42,998.00 42,974.50 43,425.50 43,425.50 
Current assets 9,420.25 9,420.25 9,973.25 11,735.50 11 ,746.50 
Current liabilities 1,553.00 1,367.75 1,198.50 3,176.25 3,187.75 
Net Current Assets 7,867.25 8,589.00 8,774.75 8,559.25 8,558.75 
Total Net assets 50,841.75 51,587.00 51,749.25 51 ,984.75 51,984.25 
Share capital 5,207.50 5,207.50 5,207.50 5,207.50 5,207.50 
Retained earnings 43,512.50 44,257.75 46,137.25 43,804.00 43,803.50 
Proposed 
dividends 2,083.00 2,083.00 0.00 0.00 0.00 
Share ho lders 
fund 50,803.00 51,548.25 51,344.75 49,011.50 49,011.00 
Profit before 
taxation 1,820.75 2,467.25 2,564.25 2,830.50 10,364.50 
Taxation -483.00 -147.00 231.00 747.25 1,939.25 
Profit (Loss) afte•· 
taxation 1,337.75 2,320.25 2,795.25 3,577.75 12,303.75 
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Fcumemcal Church Loan fund 
\ssets employed 2006 2005 200-t 2003 21102 -'\on-currem 2,098,539 25 2,047,195 50 2 206,022.25 2,292, 707 00 ' 2,458,418.75 

Current assets . 
2,414 136 25 1,738,938.50 1,317,930 00 1 ,366, 768 00 1 ,272,249.50 

Current I iabi ht ies 1.414,178 75 
- ----

943.83625 952,132 25 1,393, 771 .00 1 '120,478.50 
'\et Current Assets 999,957.50 795,102.25 365,797.75 ·27,003 00 151,771 .00 
Total Net assets 3,098,496.75 2,842 297 75 2,571 820.00 ·--2.265, 704 00 2,610,189.75 
<ihare capital 2 512 25 2.512 25 2.009.75 2.009 75 2,009.75 
Retained earn ings 0.00 1.005.00 16,750.50 18,883 75 19,061 .50 
Proposed 
dividends 1,005 00 000 0.00 0 00 0.00 
Profit before 
ta~ation 1,597 75 664.00 778 75 2,440 so 17,893.25 
Taxation -632.50 -427.25 -2,912.25 -60825 -5,706.00 
Profit (Loss) after 
ta-xation 965.25 236.75 -2,133.50 1,832.25 12,187.25 

Eguity building society 
,\ ssets employed 2006 2005 2004 2003 2002 
Non-current 42,194,610.00 39,963 510.00 40,639,500.00 38,689,110.00 25,766,280.00 
Current assets 14,236,830 00 17,420,310 00 13,987,890 00 13,368,420 00 22,917,600.00 
Current liabilities 5,613, 750 00 6, 716,520.00 5,448.870.00 4,815,450 00 13,535,460.00 
1\et Current Assets 8,623,080.00 10,703,790.00 8,539,020.00 8, 552,970.00 9,382 140.00 
Tota l Net a ssets 50,817,690.00 50,667,300.00 49,178,520.00 47,242,080.00 35,148,420.00 
Share capital 1 '760,400.00 1 '760400.00 1,760,400 00 1 760,400 00 1,760,400.00 
Proposed 
di' idends 176,040.00 880,200.00 0.00 0.00 0.00 
Share holders 
fu nd 1,936,440.00 2,640,600.00 1,760,400.00 1,760,400 00 1,760,400.00 
Profit before 
ta\ation 1,621,710.00 500,532.00 218,252.00 299,050.00 197,870.00 
Taxation -486,813.00 -155,934.00 -82,117 00 -89,715.00 -59,361.00 
Profit (Loss) after 
ta\:at ion 1,135,197.00 344,598.00 136,135.00 388,765.00 138,509.00 

Family Finance 
\ ssets employed 2006 2005 200-' 2003 2002 
l\on-currenl 555,24 

434,610.00 448,560.00 525,540.00 574,260.00 0.00 
Current assets 973,62 

959,880.00 914,430 00 946,380 00 783,360 00 0.00 
Current liabilities 577,02 

198,060.00 286,920.00 246,240.00 306,750.00 0.00 
'\ct Current Assets 396,60 

761,820.00 627,510 00 700.140.00 476,610.00 0.00 
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Total '\et aso;et 951 ,84 
1.196,430.00 1.076.070 00 1 225 680 00 1,050 870 00 0.00 

S are capital 120,00 
360,000.00 360,000 00 120.000 00 120,000 00 0.00 -

Retamed earnings 54,000.00 0 00 180,000 00 000 0.00 

Proposed di' idends 452.490.00 442.110 00 769.440 00 
---

742,560 00 0.00 
Share holders fund 120,00 

866,490.00 802.110.00 1,069.440.00 862,560 00 0.00 

Profit before taxation 905,07 
122,460.00 119,730.00 509,940.00 427 260.00 0.00 

faxation 
- -- -

282,21 
-60,150.00 -30,240.00 -155,220 '00 -148,230.00 0.00 

Profit (Loss) after· 622,86 
ta\ation 62,310.00 89,490.00 354,720.00 279,030.00 0.00 

Faulu Kenya 
Assets employed 2006 2005 2004 2003 2002 
Non-current 477,693.50 466,360.50 468,801 .50 473.266 75 289,554.00 

Current assets 118.011 .00 148,103.50 108,238 75 96.91750 141 ,400.75 

Current I iabil ities 48,732.00 68,928.50 71,641 .00 74,945 75 111,517.00 

Net Current Assets 69,279.00 79,175.00 36,597.75 21,971.75 29,883.75 

Tota l Net assets 546,972.50 545,535.50 505,399.25 495,238 50 319,437.75 

Share capital 10,945.50 10,870.50 10,945.50 10,870.50 10,945.50 

Retained earnings 398,649.50 399,110.50 357,367.75 467,230.00 298,269.75 ---
Proposed 
di,idends 1,094.50 10,945.50 0.00 0 00 0.00 

Share holder·s 
fund 410,689.50 420,926.50 368,313.25 478,100.50 309,215.25 

Profit before 
taxation -9,575.00 53,884.75 28,1 15.25 19,251 25 106,107.25 

Taxation 193.50 -18,738.75 -7,686.50 -3,922 25 -33,782.00 

Profit (Loss) after 
taxation -9,381.50 35,146.00 20,428.75 15,329.00 72,325.25 

Hope Africa 
Assets employed 2006 2005 2004 2003 2002 
1\on-current 298.132.75 341,729.25 382,245.50 313,019 75 125,377.00 

Current assets 816,157.75 684,794.75 767,714.25 955.214 50 904,598.00 

Current I iabil ities 498,072.25 433,937.75 536,017.00 704,896 50 665,230.75 

Net Current Assets 318,085.50 250,857.00 231,697.25 250,318.00 239,367.25 

Total Net assets 616,218.25 592,586.25 613,942.75 563,33775 364,744.25 

Share car>_ital 30,347.25 30,349.50 30,349.50 30,349.50 30,349.50 

Retained earnings 376,324.75 328,810.25 309,274.25 0 00 0.00 

Proposed 
di,idends 6,070.00 4,552.50 4,552.50 000 0.00 

Share holders 
fund 412,742.00 363,712.25 344 ,176.25 30,349.50 30,349.50 

Profit before 60,287.50 34,951.50 45,976.00 62,651 75 61,748.25 
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taxation 
Taxation -22,31500 -13,275 00 -15.361 50 -22,518 00 -23,024.25 
Profit (Loss) a ftcr 

30,614.50 I 40,133.75 1 
tnation 37,972.50 21,676.50 38,724.00 

Jamii Bora 
Assets empiO) cd 2006 20()5 200-' 2003 2002 
Non-current ~ 343,350.00 314.400 00 267,050.00 290,375 00 212,200.00 
Current assets 210,900 00 267,275.00 306,450.00 152,400.00 122,600.00 -Current liabilities 171,200 00 166,950 00 191.825 00 99,350.00 94,075.00 
Net Current Assets 39,700 00 100,325 00 114,625.00 53,050 00 28,525.00 
Total Net assets 383,050 00 414,725 00 381,675 00 343,425 00 240,725.00 
Share capital 57,700.00 57,700.00 57,700 00 57.700 00 57,700.00 
Retained earnings 126,950.00 131 ,775.00 123,900 00 0 00 0.00 
Proposed 
dividends 6,925 00 8,650 00 0 00 0.00 0.00 
Profit before 
taxation 26,475.00 51,100 00 71,325 00 35,625 00 35,900.00 
Taxation 4,750 00 17,175.00 1,725 00 5 450 00 11 ,525.00 
Profit (Loss) after 
taxation 21,725.00 33,925.00 69,600.00 30,175.00 23,700.00 

Jitegemee Credit Scheme 
Assets employed 2006 2005 2004 2003 2002 
Non-current 37,907.50 40,797 50 43,885 00 40,917 50 34,737.50 
Current assets 52,427 50 30,437.50 29,090.00 24,042.50 20,325.00 
Current liabilities 30,537.50 17,462.50 17,187.50 19,140.00 10,390.00 
Net Current Assets 21 ,890.00 12,975.00 11,90250 4,902 50 9,935.00 
T otal Net assets 59,797.50 53,772.50 55,787.50 45,820 00 44,672.50 
Share capital 6,687.50 4,457.50 4,457.50 4,457.50 4,457.50 
Retained earnings 47,475 00 42,952.50 37,027 50 32,207 50 28,185.00 
Proposed 
dividends 2,340.00 1,425.00 1,070.00 0 00 0.00 
Profit before 
taxation 15,880 00 9,755 00 7,402 50 8,555 00 12,442.50 
Taxation -6,397.50 -3,175.00 -2,400.00 -2,310.00 -4,280.00 
Profit (Loss) after 
taxation 9,482.50 6,580.00 5,002.50 6,245.00 9,062.50 
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Private Sector Development Unit 
\ssets emploved 2006 2005 200-' I 2(l()J 21102 . '---
~on-current 337,896 00 339.314.00 335,714.00 295,832.75 163,341.25 
Current assets 192,802 00 162.108 50 137.273 75 95,743 75 75,683.75 
Current liabilities 177.748 50 154,752 25 150,864.25 90,752 00 78,746.50 
1\et Current Assets 15.053 50 7,356.25 -13,590.SO 4,991.7S -3,062.75 
Total Net assets 352,949.SO 346,670 2S 322.123 so 300,824.50 160,278.50 
Share capital 48,348.7S 48,348 75 48,348 75 48,348 7S 48,348.75 
Retained earnings 92,244 50 76,218 so 60.897 75 48,46375 35,991.75 
Proposed 
d1vidends 10.636 7S 10.636 7S 10.636 75 9.66975 0.00 
Profit before 
taxation 42.246 75 34.674 7S 29.278 25 25,953 25 22,304.00 
Taxation -15,774 so -10,498 2S -8,S1S 2S -6,119.2S -7,963.50 
Profit (Loss) aftea· 
taxation 26,472.25 24,176.50 20,763.00 19,834.00 14,340.50 

Micro Kenya ltd 
Assets employed 2006 2005 2004 2003 2002 
Non-current 343,992.7S 239,994.7S 184,312.00 12S,220.SO 126,983.50 
Current assets 290,998 so 247,126 so 381,541 .00 332,312.00 337,944.50 
Current liabilities 401 ,871 so 2S2,645 00 331 ,342.00 258.033.50 280,456.50 
Net Current Assets -110,873.00 -5 S18.50 50,199.00 74 278 50 57,488.00 
Total Net assets 233,119.7S 234,476.25 234,511 .00 199,499.00 184,471.50 
Share capital 75,000.00 75,000.00 75,000.00 75,000.00 75,000.00 
Retained earnings 32,363.00 32,363.00 32,363.00 32,363.00 109,471.50 
Proposed 
di\idends 26,391 .SO 27,113.00 8,127.00 8,543 so 0.00 
Profit before 
taxation 90,637.7S 8S,OOO 2S 119,021 .00 83,592 50 0.00 
Taxation 7,SOO.OO 15,000.00 0.00 0 00 0.00 
Profit (Loss) after 
taxation 231,892.25 234,476.25 234,511.00 199,499.00 184.471.50 
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Ken) a Commercial Bank-Special loan Unit 
Assets employed 2006 2005 200-t 2003 2002 
'Jon-current 601,250 00 674,500.00 609.250 00 633,000.00 729,250.00 
Current assets 20,877,250 00 17,737 250.00 16,985,000 00 16,690,000 00 168,612,500.30 
Current liabilities 18,981,250.00 15,561,750 00 15,008,50000 15,138,500 00 15,548,250.00 
Net Current Assets 2,497,250 00 2,850,000.00 2,585,750.00 2,184,500 00 2,042.25 
Total Net assets 3,098,500.00 3,524,500 00 3,195,000.00 2,817,500 00 731 ,292.25 
Share capital 463,000.00 463,000.00 463.000.00 385,750.00 385,750.00 
Share premium 0 00 0.00 000 1,798,750 00 1,656,500.00 
Retained earnings 1 '756,250.00 1 ,866,000.00 1,775,500 00 0 00 0.00 
Proposed 
dividends 278,000.00 521 ,000.00 347,250.00 0.00 0.00 
Profit before 
taxation 637,500.00 1,058,750.00 758,750 00 840,250.00 1,060,500.00 
Taxation -191 ,750.00 -320,000.00 -241 '750.00 -276,750.00 -310,500.00 
Profit (Loss) 
after taxation 445,750.00 738,750.00 517,000.00 563,500.00 750,000.00 

Kenya Post Office Savings Bank 
Assets employed 2006 2005 2004 2003 2002 
Non-current 140,491.75 147,446.25 148,793.00 138,694.25 91,156.00 
Current assets 2,821 ,039.50 2,455,645.50 2,329 I 723.00 1,762,909.75 1,636,003.50 
Current I iabilities 2,367,206.75 2,045,049.75 1,942,606.75 1,403,273.75 1,278,560.50 
Net Cu1Tent Assets 453,832.75 410,595.75 387,116.25 359,636.00 357,443.00 
Tota l Net assets 594,324.50 558,042.00 535,909.25 498,330.25 448,599.00 
Share capital 150,000.00 150,000.00 150,000.00 125,000.00 125,000.00 
Retained earnings 331,749.00 306,011 .00 296,380.75 294,682.00 258,829.00 
Proposed 
dividends 20,100.00 20,100.00 20,100.00 16,750.00 16,750.00 
Share holders 
fund 501 ,849.00 476,11 1.00 466,480.75 436,432.00 400,579.00 
Profit before 
taxation 80,773.25 65,116.75 90,155.50 74,548.50 106,420.25 
Taxation -24,592.00 -17,160.75 -31,428.00 -22,983.25 -36,582.75 
Profit (Loss) after 
taxation 56,181.25 47,956.00 58,727.50 51,565.25 69,837.50 
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Ken) a Small Traders And Enterprise Soc1t:ty 
Assets employed 2006 2005 200-' 2003 2002 ~on-current 151,261 .00 211.41800 223,932 00 308,766 25 133,167.75 Current assets 2460,043.25 2.717.200 00 3,059,621 .75 2,956,520 50 3,07 4,641.25 Current liabilities 2 355,132.50 2,682.263 00 2,916,171 25 2.875.616 50 2,821,759.25 '!\et Current Assets 104,910.75 34,937.00 143,450 50 80,904.00 252,882.00 T otal ~et assets 256,171 75 246,355.00 367,382 50 389,670.25 386,049.75 Share capital 14 250 00 143,750 00 143.750 00 143,750 00 143,750.00 Retained earnings 95,588 25 81,625 50 189,79875 216,649.00 210,955.50 Proposed 

di' idends 0.00 000 10.781 25 0 00 0.00 Sha re holders 
fund 109,838 25 225.375 50 344 330.00 360,399.00 354,705.50 Profit before 
ta\.ation 23,829 50 -63,941 25 19,654 50 28,579.00 107,061.75 Taxation -9,866.75 17,305 50 -6.598 75 -10 907.75 -35,628.00 Profit (Loss) afte r 
taxation 13,962.75 -46,635.75 13,055.75 17,671 .25 71 ,433.75 

Kenya Women Finance Trust 
Assets employed 2006 2005 2004 2003 2002 l':on-current 178,515,736 156.690.170 1,069,564 50 814 764 50 756,418.50 Current assets 13,601,927.50 15,173,834.25 17,262,558 75 18,000,326 75 19,001 ,890.25 Current liabilities 13.621,853 50 14206.601 00 16.320,018 75 16,604 783 50 17,169,333.75 Net Current 
Assets -19,926 00 967,233.25 942,540.00 1,395,543.25 1,832,556.50 Total Net assets 178,495,810.00 157,657,403.30 2,012,105.00 2,210.308 00 2,588,975.00 Share capital 374,000.00 374,000.00 280,500 00 280,500 00 280,500.00 Retained earnings 1 316.863 75 2,039,418.75 2,012,104 50 2,210,307 75 2,588,975.00 Profit before 
ta:-..ation 182,203,164.00 136,595,860.00 191,408.00 561,214 00 352,650.00 Taxation 294,479.50 31 ,715 00 75,290 50 172,547 25 71 ,088.25 Profit (Loss) 
after taxation 181,908,684.00 136,564,145 116,117.25 388,666.25 281 ,561.25 
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K-Rep Bank Ltd 
Assets employed 2006 2005 200~ 2003 I 2002 
"Non-current 442.39725 441,368 50 458.518 75 365,176 25 I 382,453.00 
Current assets 14,970,134 80 13,127.806 25 11 ,885,336.75 10,327,866 00 9,100,618.75 
Current I iabll ities 13,989,545 80 12,164.345 50 10 743,331 25 9,562,520 50 8,484,674.75 
~et Current Assets 980.589 00 963,460.75 1.14201 765,345 50 615,944.00 
Total Net assets 1,422.986 25 1,404,82925 1,600,524.25 1,130,521 75 998,397.00 
Share capital 309 054 25 309.054 25 309.054.25 206,036 25 206,036.25 
Reser\'es 32.369.50 32.041 75 107.730 00 924,485.50 792,360.75 
Retained earnings 843,590.75 801,037 00 737,15875 0 00 0.00 
Proposed 
di\ idends 237,971 .75 262,696 25 407.951 .75 0,00 0.00 
Profit before 
taxation 803,002.00 807.923.50 786.751 00 641 567 00 572,646.00 Taxation -251.47 -247,153 00 -249,314 75 -203,158.00 -174,469.25 
Profit (Loss) after 
taxation 551 ,531.75 560,770.50 543,784.50 434,279.75 357,328.25 

K-Rep Development Agency 
Assets em ploved 2006 2005 200-' 2003 2002 
l'on-current 230,816.50 219,00025 226.69 227.125 75 224,868.75 
Current assets 122,972.00 96,198.00 90,967.25 81,276.00 69,713.25 
Current I iabil ities 93,896.75 69,738.00 73,580.50 107,663 25 94,953.00 
Net Current Assets 29,075.25 26,460.00 17,386.75 -26,387 25 -25,239.75 
Tota l Net assets 259,891.75 245,46025 17,613 44 200,738 50 199,629.00 
Share capital 116.250.00 116,250.00 93,750 00 93,750 00 93,750.00 
Share premium 60,369.25 60,369.25 38,736.75 38,736.75 38,736.75 
Retained earnings 36,756.25 31,708.75 29,69075 23,077 75 17,499.75 
Proposed 
dividends 2,325.00 0.00 0.00 0 00 0.00 
Profit before 
taxation 20 534.00 12,756.75 11,40025 4,981 25 3,216.50 
Taxation -6,186.50 -4,305.50 -3,92775 70 00 -1,388.00 
Profit (Loss) after 
taxation 14,347.50 8,451 .25 7,472.50 5,051.25 1,828.50 
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Small and ~1icro-Enterprise Programme (S\1EP) I I 

Assets emploved 2006 2005 200-t ' 2003 . 1002 
Non-current 2.904 000 00 +- ~~--3 080.500.00 2 752.750.00 2.716,500 00 2,237,250.00 Current assets . ~- --·-872.250 00 693.500 00 781 ,500 00 724 ,750 00 649,750.00 Current liabilities 564,750 00 402.750.00 472.000 00 530.750 00 253,750.00 >1et Current Assets 307.500 00 290.750.00 309,500 00 194 ,000 00 396,000.00 Total Net assets 3,211,500 00 3 ,371.250.00 3,062,250.00 2,910 ,500.00 2,633,250.00 Share capital 453.750 00 453.750 00 453.750 00 453.750.00 453,750.00 Retained earnings 1,102.750.00 1,070.250 00 941 ,000 00 872,500 00 868,750.00 Proposed 
dividends 45,250 00 68.000.00 45,250 00 0.00 0.00 Profit before 
taxation 520,750.00 335,000 00 121,750 00 222,500.00 142,250.00 
Taxation -188,250 00 -138 250 00 -29.250 00 -43 ,500.00 -42,675.00 
Profit (Loss) after 
taxation 332,500.00 196,750.00 92,500.00 179,000.00 99,575.00 

Small Enterprise Credit Association 
Assets employed 2006 2005 2004 2003 2002 
Non-current 855,44125 850,265.00 870,76075 825,969.75 767,090.25 
Current assets 723,007.75 811,111 00 918,384.50 958,702.75 849,340.75 
Current liabilities 394,805.25 493,178.25 566,648.75 337,797 50 519,971.75 
Net Current Assets 328,202 50 317,932.75 351.735.75 620.905 25 329,369.00 
Total Net assets 1 '183,643.75 1 '168,197 75 1,222,496.50 1,446,875.00 1,096,459.25 
Share capital 20,737.23 20,441.25 23,827.58 24,541.90 49,124.38 
Retained earnings 50,782 45 52,175 75 55,136 93 65,854 85 41 ,771.55 
Proposed 
dividends 15,594 13 13,952.20 14,15958 20,540 18 0.00 
Profit before 
taxation 32,760.58 21,283.58 17,074.25 46,861 .65 43,794.75 
Taxation -12,18258 -6,180 85 -2,506.50 -15.926 70 -15,712.90 
Profit (Loss) after 
taxation 205,780.03 15,102.73 14,567.75 309,349.53 28,081.85 
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Smallholder Irrigation Scheme Development 
Organisation I 
\ssets emplo\ed 2006 2005 2004 2003 2002 Non-current 95185 75 87981.00 86917 00 67604 50 72037.75 Current assets 96482 00 97767.00 91870 00 101558 25 72108.00 Current liabilities 5202 25 5959 75 14058 50 17802 00 8122.75 '\;et Current Assets 91279 75 91807 25 77811 50 83756 25 63985.25 Total Net assets 186465.50 179788.25 164728 50 151360.75 136023.00 Share capital 14158.50 14158 50 11798.75 11798 75 11798.75 Proposed 

dividends 62297.25 4672.25 0.00 0 00 0.00 Share holders 
fund 76455 75 18830.75 11798 75 11798 75 11798.75 Profit before 
ta>.ation 19714.75 17703.25 33377 75 42450 25 32669.50 Taxation -5760 75 -6454 50 -10324 50 -15313 75 9800.85 Profi t (Loss) a fte r 
taxation 13954.00 11248.75 23053.25 271 36.50 20213.50 

Sunlink Micro finance Partners 
Assets employed 2006 2005 2004 2003 2002 
Non-current 2 098,539.25 2.047195 50 2.206,022.25 2,292.707 00 2,458,41 8.75 Current assets 2,414,136.25 1, 738,938.50 1,317,930.00 1,366,768.00 1,272,249.50 Current I iabil ities 1,414,178 75 943,836 25 952.132 25 1.393,77 1 00 1 J 120,478.50 Net Current Assets 999,957 50 795,102 25 365,797.75 -27,003 00 151 ,771.00 TotaJ Net assets 3,098.496.75 2.842,297.75 2,571,820.00 2,265,704 00 2,610,189.75 Share capital 272,576 25 272,576.25 243,505 50 234,005 50 234,005.50 Retained earnings 1,108,672.25 862,733.25 749,410.50 0 00 0.00 Proposed 
dividends 245,318.75 183,989.00 133,928.00 0.00 0.00 Share holders 
fund 3,098,496.75 2,842.297.75 2,571,820 00 2,265,704 00 2,610,189.75 Profit before 
taxation 850,102 75 624,779 25 449,526.25 376,740 50 123,464.50 
Taxation -274,904.25 850,102 75 -155,827 00 -94,758 00 -52,909.00 
Profit (Loss) a fte r 
taxation 575,198.50 388,081.00 293,699.25 281,982.50 70,555.50 
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Undugu Society of Ken) a 
Assets emplo\ ed 2006 2005 2004 2003 2002 '\on-current 270,959 00 262,238 50 272 643 50 30094 287,393.75 Current assets 366,211.50 443,849.50 412,433.50 411 30 377,088.00 Current liabilities 99.209.50 156.762.00 147,466.75 207.267 25 194,554.00 ~et Current Assets 267,002 00 287,087 50 264.966.75 204.027 75 182,534.00 Tota l Net assets 537.961 00 549.326 00 537.610.25 504,963 25 469 927.75 Share capital 347,928 00 347,928.00 347.928.00 347,928 00 347,928.00 Retained earnings 125.169 00 136,902.75 123 088.25 103,664.75 121,999.75 Reserves -10,532.00 -6.00 -511 .75 111.75 0 .00 Proposed 

dividends 34.792 75 34,792.75 34,792.75 0 00 0.00 Sha re holders 
fund 497,35775 513.627.50 505.297.25 451 .704.50 469,927.75 Profit before 
taxation 77 71 11221975 99,103 00 144 236 25 225,310.25 Ta\.ation -19,856.75 -28,819.75 -25,982.00 -46,664 00 -72,222.25 Profit (Loss) after 
taxa tion 57,851.75 83,400.00 73,121.00 97,572.25 153,088.00 

Vintage Management consultants 
Assets employed 2006 2005 2004 2003 2002 Non-current 301 ,972.00 358,594 00 370,164.00 361,551 00 390,940.00 Current assets 146,248.00 129,118.00 157,656.00 285,643 00 181 ,916.00 Current liabilities 61 ,019 00 48,021.00 73,387.00 206.330 00 110,916.00 Net C urrent Assets 85,229.00 81,097.00 84 ,178.00 79,3 1300 71 ,000.00 Total Net assets 362,991 00 406.615 00 443,551 00 567,881 00 501 ,856.00 Share capital 19,200 00 19.200.00 19,200.00 19.200 00 19,200.00 Retained earnings 367,001 00 415,651.00 430,302 00 418,583 00 433,003.00 Proposed 

dividends 0 .00 3,840.00 3,840.00 000 0.00 Share holders 
fund 386,201 00 438,691 .00 453,342.00 437,783 00 452,203.00 Profit before 
taxation 51,494 00 1,060.00 5,463.00 16,1 49.00 5,097.00 Taxation 3,402.00 318.00 1 ' 161 .00 3.471 00 1,704.00 Profit (Loss) after 
taxation 48,092.00 742.00 4,302.00 12,678.00 3,393.00 
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World Vision 
Assets emploved 2006 2005 200 .. 2003 2002 
1\on-current 1.360,031.50 1,585,183.25 1,633,155. 75 1.232,993 25 1,269,093.25 
Current assets 493.631 .75 446.789.75 387.701.25 275,176 00 178,562.00 
Current liabilities 196.643 50 202.946.75 200.618.00 177,941 25 136,183.75 
1\et Current Assets 296.988 25 243.843.00 187.083 25 97.234.75 42,378.25 
Total Net assets 1,657.019 75 1 829 026 25 1.820.239 00 1.330,228 00 1,311,471.50 
Share capital 112,500 00 112,50000 112,500 00 112,500.00 112,500.00 
Retained earnings 162.000 00 162,000 00 162,000 00 162,000 00 162,000.00 
Reserves 188.527.75 34221175 131 894 00 -69.095 00 150,551.50 
Proposed 
dividends 11,250.00 22 500.00 0 00 000 0.00 
Profit before 
taxation 53,233.50 243,596.00 -134.715 00 -323,66075 124,863.00 
Taxation 22.43875 59.474 75 29.848 00 104,014.25 30,936.25 
Profit (Loss) after 
taxation 30,794.75 184,121.25 -164,563.00 -427,675.00 93,926.75 
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WidO\\S . 
and 
orphans 
\\'elfare 

Assets 2006 2005 200-l 2003 2002 
emplo)ed 

!\on-
current 

267.050.00 244 533 31 207,705.54 225,847.23 165,044.46 
Current 
assets 

177,555 00 207 900 00 249.480.00 80,920.00 101 500 00 
Current 
liabilities 

154,350 00 130,600 00 210,160 00 70,620.00 60,520.00 
Net 
Current 
Assets 

23.205 00 77.300.00 39,320 00 10.300.00 40.980.00 
Total Net 
assets 

290,255 00 321.833.31 247,025 54 236,147 23 206,024.46 
Share 
capital 

44,877 77 44,877 77 44,877 77 44,877 77 44,877 77 
Retained 
earn ings 

98,738 92 102,491 69 96.366 69 0 00 0.00 
Proposed 
dividends 

5.386.08 6,727 77 0.00 0 00 0.00 
Profit 
before 
taxation 

20,591 69 39,744.46 55,475 00 27,708 31 27.922 23 
Taxation 3,694.46 13,358.31 1,34 1 69 4,238 92 2,372.23 
Profit 
(Loss) 
a fter 
taxation 

16,897 23 26,386.08 54,133 31 23,469 46 25,550.00 

W EDCO 
Assets employed 2006 2005 2004 2003 2002 
Non-current 381,500.00 349,333 30 296,722 20 322 638.90 235,777.80 
Current assets 253,650.00 297,000.00 356.400 00 115,600.00 145,000.00 
Current liabilities 190.222.20 185 500 00 213, 138 90 110,388.90 104,527.80 
1\,et Current Assets 63,427.80 111,500 00 143.261 10 5.21110 40,472.20 
Total Net assets 425,611.10 460,805 60 424,083.30 381,583 30 267,472.20 
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Share capital 64.111 .10 64 .111 .10 64.1 11 .10 64,111 .10 64,111 .10 
Retained eamin!!.s 141,05560 146.416 70 137.666 70 000 0.00 
Propo~ed 

di\idcnds 7,694 40 9.611 .10 0 00 000 0.00 
Profit before 
taxat1on 29,416 70 56,777.80 79 250 00 39.583 30 39,888.90 
Ta.\.ation 5,277 80 19,083.30 1.916.70 6,055.60 3,388.90 

~ -~ Profit (Loss) after 
ta:\_ation 24,138.90 37,694.40 77,333.30 33,527.80 36,500.00 
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