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GOVERNMENT GUARANTEE OF A LOAN TO KENYA FURFURAL
COMPANY LIHTTED BY THE GUT}JNESS I'IAHON AND co}{PANY
LI}TITED (BANKERS) OT' In.TTTED KIT.IGDOM OF GREAT BRTTAIN

AND NORTHERII IREI.AND

THE GUARANTEE LOANS ACT cAP 461
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rn accordance with the provi.slons of the Guarantee
(Loans) act, Cap 46L, Laws of l(enya, the followtng
lnformatlon is lald before the i.Iatlonal Assembly for
conslderation and approval.

The Kenya Government vide sessronar paper No. g of
L977 guaranteed a ]oan of up to t stg 4,G5O,OOO to
the Kenya Furfural company Limited by Guinness lvlahon
and Company Llmited (Bankers) actlng on behalf of
the Bank of Scotland.

The loan was to be used to finance the purchase
of goods and services orlginatlng from the trnlted
Kingdom for the construction ancr operatlon of a
Furfural productlon plant at Erdoret wlth a forecast
capaclty of 5000 tons per annum of furfural and,
as by-products 3000 tons per annum of acetlc acld
and 3oo tons per annum of formic acr.d. The project
will utillze malze cobs and, the products wlr.t be
for both rocar consumption and export, thus aldlng
in the country's savings anc earnlngs of valuirble
forelgn exchange need.ed for other deveropmental
projects.
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The constructlon of the plant reached. a stage whereby

commercial trial runs were started ln April, I93O.

Inspite of the progress so far achieveC there have

been some cost overruns arlslng from difficultles
experlenced in the timely supply of machlnery and

equipment, currency fluctuations whtch have also
given rise to lncrease in customs duty and sales tax;
and additlonal capital works which were not foreseen
at the tlnre when the project was conceived.

As a restrlt of the foregolng, the Kenya Government

proposes to guarantee a further loan..of up to
Estg. 1o75O,OOO equivalent to KF. l,5OOrOOO at the
current rate of exchange to be made avallable to
Kenya !'urfural Company Limited by Guinness lvlahon

and Company Limited (Bankers) , in ortl.er to brldge
the financlal shortfall whlch the company expects
to experlence"

The loan will bear interest at the rate of 8t per

centum calculated on the amount of the loan
drawn and outstanding from tlme to time.
Interest on the loan principal will be pald half-
yearly Ln arrears"

The l"oan principal will be amortizeC by ten half-yearly
instalrnents comnencing 3oth llay , L9B2 "

The loan is conditional uPon a guarantee being
provided by the Government for which Parliamentrs
approval ls sought.
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The total surrent conttngent llabllity of the
Gonernment Ln reapect of guarantees glven
under Sectlon 3 of the guarantce Loana Act
(Cap 461) of the Laws of Kenya amount to
KE 3L2 r 84B,Og4.
Wlth the proposed guarantee of KE lr500rOoo
the aggregate w111 be Lncreased to
KE 314r348,09{ of whlch KE L2,585,583 w111
faII wlthln paragraph (a) and KE 30I,762.sLL
paragraph (b) of clause 3(3) of the Act.
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