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Governrnent of a bank loan

rvhich has been extended to

ACILITItsS fO BE T:(T}INDID 'iO TiiJ, N

ERNAIS AND PRODLICE BOiND BY A COI{

the

in connection vith a proposed Strarantee'

f ac ilitY in the arnount

oF BANKS' CCI{PITSIi'lG KIINYA CO}i}lEllC

LtD, BARCLAYS tsItl{K Of KiiNYA LtD' STA}IDARD

BANK Plc AND IiATIOT'IAL B'\NK OF KEIIYA LTD

GUA:-i.:;Ti3 (Lo;lt'ts r\CT cAir.451

1o In acc or danc e with ihe Provision of the

foilowing information is le^id

Guarantee (Loans) rtot

r,e f ore the Na*"icnal

the IIaiicna} Cereais anC }rrod'uce Board

by the KenYa

of KS 25.O nillion

mi 1l- ion
niIli.on
miLlion
r:nil1iott
r:riliion

rniii,:i"'.r,
nrJ L j ot:

vlas ot';e c

, the

ilclt aI

i o, a consortium of conrmercj.al battkst as

KenYa Commerdial Bank Ltd

Barcla:rs Bank of KenYa Ltd'

Standard Bank Plc

i{a.tionaI Bank of KenYa Ltd

TOTA],

fol lows:

Kfl. 7.o
K* ?.c
K3, 7 'A
K' 4"o

Kf,25 "<)

2o The Nati.]ra""ears and procl*ce Board. is responsible f o:' the

procurementanddistributionofmaizeanc.wheat,onbehalfcff.he
Government . The ,ig&,/Bz and 198?- /B) naLional grain harvests irr:'vc

beenexceptionallygood,leadinS.tcgreat}ylr:creasodprrrchrrse;5b./
the Board. Self-sr:'fficiency in maize has been re-attained and

birestocksot.theBoard}iavereachec.recorolevels.Vjhilethis
improvementinthefoodsupplysituatj.otristobewe}cqfle:d'j.tha:;
strainedthefinarrcialcapacitiesoft,!regovernrletrtinstj^butj.ons
concerned rvith the production anil rnarketiliS of grains" To

maintaintiremomentutnofgrainprodrrction,itj.evitaltiratfa'rn;c-rt
continuet,obeprovided'rvithLnassure.lmarke,;forthelrgreirrl.tlri
be'Paid PromPtlYo

)o on the 1st Janu aty L9B1' the NCPB orved' fiirmets {'4"15

of whictr f'L"2 million was fo:: maLze deLiverj'es an'i f'3'\5

f or b6ans and other prqduce o An amouut of irll 'CJ millitrn

toothersuncrycreiitorsorrtheSalrledate.Inad.d.itj.on
Boarci owed soru e {'5'9L mil'}ion to tkre Commeraial bl:'n}<e '
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outstandlng n6n-government credicors a.t January 1st, 1983t !'iere chus

owecl a total, of ,311 .29 mrl-1ion " This rvas partly of f set by ii .83

million orved to the Board by its outstancling debtors, giving a n€t

Iiability of f,J.49 mil-licn.

4. To f inance the bulk of its purchasr-ng prog;ramme, up to !'Iay , i--,83,

the Government relea-sed K€,1 .1 ntillion to IIational Celeals & Produce

Board- and al-lo',ved the Board to borror;; il25 rnil]ron fo:' the purpose.

iriith this amount at its ciisposal the Boarc has been able to clear
payments to the iarners ,;rhich had been outstanding. By the end of
.June 1983, the Boardrs loan requirement r,rilI have been reduced by

Kflg.7 mil]ion, to a projected K$11.J million. At this time, the

Boardts stocks of malzer beang, paddy and rice are projected at i(i81.J
i.--.ririllion, sone K925 million more than their level at Januar.y 1st, 'i98j.

5. As at mid-l,lay, 1rn83, the National Cereals & Pr.oduce Boar.ci i-reld

stocks ol 8 J million bags of r:aize. This is urell above the 4 mill.ion
bags which the Government requires the, BoarC r,c holci as a strategic
reser've. Alti,ough the Board conEiriues tc sel, 1 to miilers, its intake
currentl.y exceeds its sales. The'reduction in maize stocks to 4

utillion bags vuould yleld over Kf,,JO mi}lion, part of which ryould be

used to repay the KS1J.j million outstanding on JOth June, 1983 and,

the interest thereon. To maintain the confiCence of farmers in the
production of maize and other foodstuffs, the Board obtained a loarr
facility of K€,2J.O million fron a consortium of commercial banxs.
This loan was released duri-ng I'larch , 19:3), and has enabted the Board

uo continue to purchase the 1982/V planted crop.

5. The Kf,25.O million foan ivhich rvill be guaranteed by the Kenya

Governrnent is for a period of 2 years fronr the date of d.ravinclown or
the Jlst lIarch, 1983, whi-chever is the earller. The rate of interest
on the loan vrill float at the maximum rate vrhich ttre Commercial Banks

are permitted to charge on term Ioans, cui-rently 15 percent. Thusr

the Kenya Governrnent I s total contingent liab j.Iity under ti:e proposed

guarantee rfrill- be Kf,'2J.O rnill ion plus the j-nterest thereorr. Ti:e loan
is to be repaid tc the consortium of ba-nks l-isted above on cr before

] 1 st llarc h , 1985 .
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7. The National Assembly is now requested to give approval fclr.the
Kenya Government to extend to the said consortium of Commercial Banks

the required guarantee regarding tY-e repayment of the principal slr.n

and interest and other charges thereon in respect of this loan'of
five hundred million Kenya Shil1in6s (KI;5OO,OOO,OOO) to the }trational.

Cereals 'and Prod.uce Board.

8. The current total contingent liabiLities of Kenya Governrnent in
pespect of guar:antees given under the Guarantee (l8ans) lct (other

than those specified in f.Lr Schedule to the Act) amount ro the

equivalent ot KflJJJr5O9r9Je of which KA32?1424,oOO is in respect

1of covenanbs expressed in floreign currency and l(g28rO85r58Z is in
lrespect of covenants expressed in Kenya currency, !'lith the propose.d.

overdraft guarantee of Kg25.O mill-ion above mentioned, the aggrega.te

will be increased to Kfl]BO r5O9t582 of r,vhich I<-{,53rO85,582 w:-II fa1I
within paragraph (a) ana K-e1.? 1424rO0O rvithin paragraph (U) of
section J(]) of the Act.
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