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KENYA GOVERNMENT GUARANTEES OF BANK LOAN FACILITIES EXTENDED TO

1. THE KENYA FURFURAL COMPANY (IN RECEIVERSHIP): - -
2, THE KENYA CHEMICAL AND FOOD CORPDRATION LIMITED (IN RECEIVERSHIP):
3, KENYA FLOURSPAR COMPANY LIMITED (LIYUIDATED): and

L., EAST AFRICAN AIRWAYS CORPORATION (LIQUIDATED):

BY SOME LOCAL BANKS SPECIFIED HEREBELOW:.-

THE GUARANTEE (LOANS) (ACT (CAP. LG1)

In sccordance with the provisicns of the Guarantee (Loans) Act (Cap. 461D,
the following infogrmation is laid before the National Assembly:-

In it3s endeavour to promote develaopment in Kenya, the Government
supported Tinpancially & number of pramissing projects by persuading the
local banks to participate in raising the capital faor the projects. Such
projects like Kenya Furfural Company Limited in Eldoret, Kenya Chemical
and Food Corporation in Bisumu, and Kenya Fibre Corporation in Nanyuki,
had seemingly very positive feasibility studies. Unfortunately, it
transpired that a numper of these prejects atter take~aff, started
d9velqming financial problems due to various reasons such as marketing,
poocr management, underutilisation of capacity etc., projects whose
capital was raised hy way of loesns secured on Government letters of

awareness, were subseguently unable to service their debts.

The Attorney General advised that there is only one way which the
Government can be bound to honour the borrowings by bodies corporate.
This is set out in Capo. o1 Section 3 of the Laws of Kenya where it is

stinulated that the Government may with the priar appraoval of Parliament

guarzntee the borrowing of Locsl Authority or oody corporates
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therefore the Covernment Commitments on letters of =swareness and

proposals therefore are as follows:

THE KENYA FURFURAK COMPANY LIMITED(IN RECEIVERSHIP) (KFC)

vernment proposes to guarantee the due repayment by KFC of (i)

logan of K£.750,000 from Kenya Cammercisl Bank Limited (KC3) and (ii

m X 0

r bank loan of KE.500,000 from Barclays 8ank of Henya Limited.

The two bBank loans add up to a total of KE.1,250,000.

Interest is cherpeable aon the two bank loans at the maximum going

rate (currently 15% psr an
—
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num} for commercial bank lpans as determined,
from time to time, by the Lentral Gank af Kenya. &Such interest is

celculated on daily balances and is debited monthly by way of compound

interest.

The bank loans are repayable in seven (7) years by fourteen (1&)

equal helf-yesrly instzlments.

KFC is a body corporate duly organized and existing under the Lompanies

hct (Cap. L88).

KFC was incorporated on 7th December,1576 and, pursuant to an investment
kgreement dated 2lst January,l18977 anc made hetween the Lovernment, §
Industrial Development dank Limited (IDB),Agricultursl Development '
Carperation (ADC),Development Finsnce Lompany of HKenya Limited (DFCK),
Kale-Agro Industries Limited, Lewis and peat Limited, Eschar Wyss GmoH

and Faster dheeler (Frocess Plants) Limited, it was agreed to establish |
d aperate, through KFC, a factory et Sldoret for the Manufacture of

furfural ancd ecetic ancd formic zcids, from maize cobs.

s held as

[

The suthorised and issued capitsl of WFC of shs. 115 millian

follows: -
Investor Percentage Haoldings
GQovernment 31.4% E
D% 6.5%
RDC B.4%

DFEH 15.8%
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Investor . Fercentage Holdings
{ewis and Peat Limited 24, B%
Escher Wyss GmbH o 1.9%
Foster uwheeler Limited , 1,5%
European Investment Hank 3.0%
Kzle-foro Industries Limited 0.3%

TOTAL 100.00%

{g) The bank loans were initially raised by way of overdrafi facilities

(h

i.

Type of fecility Frincipsl Amount

tn finance the operations of WFC and their approvals were subject to

Government guarantees being furnished to the two commercial banks as

securiity.

The KFC Facfcry was constructed at Eldoret and was commissioned for
gperations in 1977. The Factory, however, ceased hruductipn in
January, 1982 due to financial (cash flow) problems. The secured
creditors, IDB, DFCK end KCB (for other debts) therefore, 2ppointed

Receivers and Managers over KFC.

Efforts are being made to dispose of the KWFC factory, failing

which, & new company would be formed to take over the assets of
KFE and operate the factory.

KERNYA CHEMICAL ANnD FOUD CCRPORATION LIMITED (IN RECEIVERSHIP)(KCFT)

The Government proposes to guerantee the due repayment by KOFD fo the
Kenva Commercial Bank Limited of the followinc losns and/or banking

facilities amounting in ell to KE.12,179,101.05 equivalent:~

“L. Eguivalent

and Currency - as st 5,11.85

Hverdraft kshs.30,000,000 1,500,000
*Foreign Bank Guerantee US§. 12,000,000 9,515,101.05
Promissory Notes Hshs.13,100,000 655,000

Receivers® Account ¥shs. 10,000,000 500, 000

12,170,101,05
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*The Foreign Bank Guarantee wads in respect of funds raised from

€

syndicate of six (6) foreign banks led by UBAF Bapk Limited and

ronsisting of the followingie

(1)

(11)

Name of Bank Principal Amount in US$
International Erergy Bank Limited 3,006,000
Roywest Banking Corporation Limited 3,000,000
UBAF Bank Limited 2,500,000
~Bangue del'Indochine de Suez ' 1,000,000
Bangque Belge Limited 1,500,800
International Commercial Bank Limited 1,000,000
12,000,000

bo (1) Interest is chargeable on the loan amounts due in local

currency at the maximum geing rate {(currently 15% per
annum) for commercial bank loans as determined, from time
to time, by the Central Hank of Fenya. Such interest is
calculated on daily balances and 1s debited monthly by way

af compound interest.

Interest is chsrgeable in US Dollars on the loan smount
which is still due in US Dollars (Currently US§ 6,972,666.68)
at 13/8 per annum above LIBOR {(London Interbank Offered

Rate). A transfer fee equivalent to 3/8% is also paysble.

The amount representing the Foreign Bank Guerantee of US
$12 million (eguivalent to KE 9,515,101.05 as indicated in
sub-paragraph (a) above is repayable in four and a half

(4%) years by nine (9) equal half-yearly instaiments.

The balance of the loans amounting to KE 2,655,000 is
repayahle in seven (7) years by fourteen {(14) egusl half-

yearly instalments.
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C is 3 Sody corporate duly orgenized and existing umcer the

B. WCFC was set up on 20tk June, 1877 as 2 joint venture between the
+

Government, ohemfood Investment “orporetion S.A. and Adusit International
Se.%. fTor the purpose af establishing and operating 2 fectory st Bisoamu
the mznufeciure of oower zlcnhaol (ethanol),bakers yeast;citric scid,
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such @s ammonlum sulphate, gyosum

an< muthan= g38.
fo HEFC's3 paid un of Mehs.170 million was subscribed far s
Tollows:-
Shereholder Fercentage hioldings
Qe e
oravals were subject to joint
Renyz Ugmmercial 8snk Limited by
gers. Ine guarantees aof the
R raject cost

JE2nuary,

= Government progncses Lo guarantee the due repayment by FOK to the

s chargesile on the loan a2t the maximum going rate
(currently 157% as=r annum) for commercial benk lozns as cetermined, from
to time, by ine Central Mank of ¥

Memya. Yuch interest is calculzted on

e
daily Balances anc is <debited manthly by way of compound interest.
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The loen is repayable in seven (7) yesrs hy fourteen (14%) equal hald-yearly

ingtsiments,

FC¥ is a body corporete gduly organized and existing under the Lompanies Act
(Cep.LBE). '

FCK wes set up on 14%h May,1971 8s & joint venture between ICDC ahd
International Minerals Corporetion (& United States firm and its
gubsidiaries for the purpase of mining and processing Tloursper within the

Kerio Valley,

FOR was duxy egtablighed and started its minihg gperations in early
1570s. Houever, as a result of finencisl problems caused by over supply
of Tlpourspar in the warld market, the secured creditors, namely Kenya
Camnerclal Bank Limited, Nationzl Bank of fenya Limited, ICDC, Cluibaﬂk
N.R. and Natlanal Houging Corperation appointed Leceiversjmanag8¢s gver
FCK on 11th May,1975, A new company in the name of Yenya Flourspar
Company Limited was subssguently fmrmed‘tu”take over the ass2is of FLCH.

The new company has been gperating well without major préhlems,

The loan wes raised to Tinznce the operations of FOK and approval uas
subiject to Government gusrantee being furnished to the Natlonal Hank

of Kenya Limited by way of security.

EAST AFRIGAN ATRWAVS CQQFDRRTIEN {IN REDEIUEQSHEP) (EQQ}

The Govermment propcses tg guarantee the due repayment by EAR to
the RNational Bank of Kenyz Limited of & lpan amounting to BEL, 5L1,682.7.

Due to receipts from the Officiel Liguidaior, the amount gutstanding an
the sccount has since been reduced Trom KEL,985,957 to about KEl,5L1,662.7.

Interest is ahargeable on the lean at the wmaximum going rate
(currently 15% per annum) for commercizl bank loans as determined, from
time o time, by the Central Bank of Kenye. Such interest is celculated

on dally halances and is debited megnthly by way of compound interest.

The loan is repayable in seven (7) years by fourteen (14) equal half-yearly

instalments.

EAA is & corporate duly organized by and existing under the East African
Airways Lorporation Act as applied tn %énya by viriue of the Treesty far
Fast African CU-pperation Act )Cap.b).
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f. The loan was raised to finence the air transport operations of EAAR priaor

to the breake-up of the former East African Community.

g. EAA was one of the Uorporation established under the auspices of the

former bast African Communitye

CONTIGENT LIASTILITY

The current total contigent liability of the Bovernment in respect of
guarantees given under Section 3 of the Guarantee (Loans) Act (Cap.46l)
(0ther than those specified in the schedule to the Act) amounts to .~
KE592,829,776. with the guarantee of the sums stipulated in clauses 1(a),
2(a),3(a), 4(a), and above amounting in the aggregate to KEL6,461,76L4 herein
proposed, the total contigent liability of the Government will be hereby

increased to KE509,291,540 of which KEGB,126,261 is in respect of vcovenants

expressed in Kenya currency as per paragraph (a) and KE541,165,279 is in
respect of covenants expressed in fareign currency ias per paragraph
(b) of Section 3(3) of the Act.









