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6 Government Guarantee of Contracts and borrowing by

NZOIA SUGAR COMPANY LIMITEl-/
<t{

The Guarantee (Uo ) Act, Cap" 461."

In accordance with section 5 0f the Guarantee

oans) Rct,the following i-nformation is laid before the

National Assembly in connection with guarantees by the

Government of the obligations of the NZOIA SUGAR COMPANY

LIMITEL// under: -
(a) An Agreement dated 30th JuIy 1'976 between

TECHNISUCRE of France as supplier and Nzoia

SugarCompanyLimitedofKenyaaspurchaserfor
the supply by Technisucre to the Company of
agricultural equipment to the total value of
French Francs 30,348,7OO in the years L976-78;

(b) An Agreement dated 8th October 1,976 between

BANQUE 
.OE PARIS ET DES PAYS.BAS ANd BANQUE

FRANCAISE lJU COMMERCE EXTERIEUR both of France

as lenders and Nzoia Sugar Company as borrower
for a cred.it of up to French Francs 24r278r960

extended by those banks to the Nzoia Company

to finance 80% of the cost of the agricultural
equipment to be supplied by Technisucre as above"

The advances are to bear interest at the rate
of 7"2% per annum in respect of F"F" 12t6561674

to be advanced in 7976-1'977 , and at the rate of
7"5% per annum in respect of the remaining
F"F" 17 16921026 to be advanced in 7978, which

interest is to be capitalised half-yearly until
princlpal repayments start and is thereafter
payable half-yearly on the reduclng balances of
the compounded printipal " The principal of the

Credit is to be repaid by half yearly equal

instalments in the case of P "F " 12 r656 r 674, and
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T3suchinstalmentsinthecaseoftheF'F"17'6921026'
commencing in each case six months after the first

harvest of suqar-cane fo{ the Nzoia Sugar Companyrs

new sugar factory to be erected at Nzoia in

Western Kenya but not later than 30 June 1979"

2. These Agreements are supplemental to the agreements

betweentheSamepartiesinAugust.1*975describedin
paragraphs 4 and 5 of Sessional Papaer No" 79 of 7975

andCoverSomeofthefurthercontractsandcredits
envisaged in paragraph 12 of that paper"

3.TheNzoiaSugarCompanyLimitedWaSincorporated
in Kenya in 7975 for the purpose of carrying out the

NzoiaSugarprojectComprisingtheestablishmentofa
sugar factory of a capacity of about 60,000 tons of

sugar per annum (under the factory supply contract

mentioned in paraQrapir r of Sessional Paper no"19 of

1975)andanucleusSLlgar-Caneestateofabout3600
hectares to be owned l--'y the CompdnYr and the development

of supporting outgrower-owned sugar-cane plantations

totalling about 6600 l'rectares and involving some 4000 to

5OOO local growers" The Company has a share capital of

K"shs.30rOOO,OOO which is wholIy owned by the Government

although other investors assisting with the project
may later be incLud':d c.ll1 a minority basis "

4" The agricultural equipment to be acquired under

the Technisucre conl--racL mentioned above comprises

mobileandworkshopmac.h'i-nerYrequipmentandimplements
needed for bush clearJ-nq, soil preparation, general

plantation work and transport, maintenance and technical

services in both the riucreus estate and outgrower sectors

of the project"

5"Nocommitmentfeeormanagementfeeisbeingcharged
by the Prench banks ii.r respect of the Credit to be extended"

Kenya Government will (r rf i.cte Nzoia Sugar Company a guarantee

fee of 1% on the amount of capitalised principal payable

under the Bankrs cred.Lt agreement which Government is to

guarantee" This fee v;irich is a single flat one will be

payable B years from the factory sLart-up date"
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6" Under arrangements made by Kenya Governmeni with

the Government of.France, a further amount of approximately

FrenchFrancs22,ooo'0oOCanbemadeavailableonsimilar
credits from the French banks to finance further expenditure

by the Nzoia Sugar Company on the project at NzoLa'

includingtheprovisionofbuildingsandothercapital
works and the supply of further expert personnel" It

is proposed to utilize these funds under further contracts

to be entered into with Technisucre, which is a consortium

of French government-controlled institutionsr and to be

financed under similar credit agreements with the

aforementioned French banks. These further contracts

ofuptoF"F.22rOOOrOOOandthecreditsrelativethereto'
of up to 80% of the contract amounts, would likewise be

guaranteedbyKenyaGovernment,onsimilartermsinterest
not exceedlng g% per annum and repayment over not less

than five years as in the existing agreements"

7. The approval of the House is sought under the

Guarantee (Loans) Rct to Government guaranteeing the

obligations of Nzoia sugar Company under the two agreements

outlingd in paragraphs (a) and (b) above and under the

agreemeits to be entered into under paragraph 6 above"

The amounts of contingent liability to be guaranteed

under these agreements (calculated at the present

exchange rate of 1 Fr.Fr" = K"shs 1"6E) is

( a) Technisucre equipment contract F "r " 30 
'348 ' 

700 less

K"shs " 45 r887 r234

(b) Banks credit theref or F"F. 24,278,960 = K.shs "40,788'652

(c) Future contracts & credits under paragraph 6 above

up to F-F'" 22TOOOTOOO = K"shs"37t000'000"

As the incurrence of liability under the credit

agreements wiIl ipso facto discharge Iiability for the

corresponding amount paid under the supply contract' only

the amount mentioned in (a) above, together with that

mentioned in (c) above, is incruded in paragraph 9 below"

/A
o o o o ol L



T

\

I



aj

.f

i)
I

4

8. It ls notified by way of correction to sessional
paper no.19 of 7975 .'that the amounts of F"F"715761000

and K.shs.2r502r5OO in ftq paragraph 11(B) should read

F"F.TSrT60rOOOandK.shs.25rO25rO0Orespectively"This
does not affect the figures appearing elsewhere in that
Paper "

9" The current total contingent liabilities of Kenya

Government in respect of guarantees given under sectlon

3 0f the Guarantee (Loans) Rct (other than those

speclfied ln the schedule to the Act) amounts to

Kt,25 2 1516 ,479 "

WtththeaboveproposedguaranteesofK€'4'!44t362'
the agregate will be increased to K8,256,660,847 of which

K€,167rg77r559 wiII fal1 under paraqraph (b)' of section

3(3) of the Act"
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NYAGAH, EGH, MP

FOR AGRlCULTURE

7976
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