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In accordance with the provisions of the
Guarantee Loans Act {Cap.4951) of the Daws of Kenya,
the following information 1s laid befors the National
Assenbly relating te a guarantee by the Government of
the Republic of Kenya of the obligations of the
South Nyanza Sugar Company Liwited in raspect of a
foreign currency loan eguivaleat to DE.35,552,000
millicon granted by Dzutsche Genossenschaftsbank
(DG Bank), a German Gomopor_tlvo bank which sv»ports
agricultural based indus s in Germany, and 1s for

the first time ever lending

<D

credit to a foreign
institution.

The Scuth Hyanza Sugar Cowmpany Limited
(hereinafter called the Comvany) was incorporated
in mid 1976 by the Government for the purpose of
initiating esrecting and commissioning a white sugar
factory (horsinafter called The "rroject") at
Awendo in south Nyanza District, 1n Hyanza Frovince
The Governsent is to have agproximately 90% of the

share capital of the Compary.

Negotiations are cul rently under way with
other financisrs interested in assisting the Company
to finance the agricultural cquipmont for the project
and when these are concluded the nzcessary Sessional
Paper will be prepared and laid bedore the National

Asseubly.

DG. Bank has offered the Oompany a loan in

German toche Marlk ancunting to Dh.35,552,000 for
e

al
¥

finaﬁcing the purciiase of factory egquipment in Germany.

This amount is equivalent to Kenya pounds

6 ,115,000),  The terwms ol ths loan include eleven

seend/2



and half years with a thrse year moratorium on

capital and interest repaymeints. Interest will be
payable at the rate of 8% w»=r cent which 1s the
lowest lending rate for Government Banke in the

Federal Republic of Gerunzay.

The loan 1s cendilticnal upon the provision
ol a suarantee Dy € overnment under the Guarantee
(Loans ) Act covering all opayments of fess, intersst,
and principal due frou the Company under the Loan

Agreement.

The Governsent nas decided thaet the South Nyanza
Sugar Company Limited should borrow the funds it reguires
for the construction of the project (sugar factory) since
the maln eguipmeat plan

iy

etc. will have to be paid for in

foreign exchangs, 10 is anticipated That when the project

n

beceomes operatlional in about 5 years time, tThe toval
amount of sugar currzntly imported to supplement local
production will bes reduced substantially., and hence
hely in saving much needed foreign exchange which can be
diverted to ether Leedy arcas of development.
The curroent Total conftingent liability of The
benya Governmsnt in respect of zuarantee given under
clause % of the Guarantec (Loams) Act (other than
those specifiied in fha.Sch@dule to the sct) amounts
to Ko246,401,479 with the guarantbtese of 16,115,000
gregate will be lacreased to Kg252,516,479
" of which Ki16%,767,207 will fall within paragraph (a)
and E288.749,272 within parvagraph (b) of Clause 3(3%) of
the Act.
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