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It is of great importance Lo the agricultural
industry of the Zolony that a stable supply of produce
bags should be avellable =2t reasonable prices. With

this need in view, the Governmsnt get out in Sessional
- ’or = ] - . P
Paper No,.2L1 of 1956/7 proposals Tor an agresmeint with
thae ®ast Africen Bag & Cordage Co. Ltd.
2. Tnis Sessional Paper was laid on the teble of
Tegisiative Council and the following resclution was
approved by Legislative Counclil on 18th April 1957:
" that this Council approves tThe
arrengements with respect tc The Bast
African Bag & Cordage Co. Ltd., set forth
in Sessional Paper Nin.%l for the period
up to 3lat March 1958"
3, The substance of the agreement was as follows:

(i) for one vesr at a time and subject to
the approval of the legislative Council,
the Jute Control would enter infto an
agreement with the Company for the
urchase from the Company of that part
of the Company's production of bags which
it was impcssible to dispose of elsewhere
up to the limits of the Control's
requirements of any particular type
of hag. The price to be paid would be
based on production costs;

(i1) the maximum period during which annual
renewval of any agreement entered into
would be mece would be one of five years.
Any agreement entered into would Dbe
subject to annual revision, we well as
to annual renewal within the period
of the five years referred toj

(ii1) in return for the arrangements envisaged
in paragravhs (i) and (11) above, the
Company should
(a) refund to the Jute Control at the

end of each financial year That
proportion of the proflt as
computed for income tax purposes,
derived from the overall activities
of the Company after paymeant of
income tax, equal to the proportion
of the Company's sazleg Lo Jute

Control to the total ssles of the

Company s

(h) at all times make the Company’'s
accounts available for inspection
by an authorised agent of the
Government s

{e¢) sell containers %o the Jontrol

at prices which do not include
distributors! Commission.
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equirved by the Sessional Paper 1o.SL, the
.5 beaen renewed anauslly, The last occasion
luticn passed by Legislative Council on the
960, Although the intention of Sessional
was that the agreement should come into

i
1956, it was not approved by Legislative

effect
Council until 18%h April 1957. In these circumstances,
therefore, the existing agrecment can properly be
extended until 31st March 1962,

5. Ihe arrangements have been successful from the
point of view of CGoevernmaet in that o stebles supply of
good quality bags has been available and in that, by
long term planning of purchaseg, the Company is able
to even out major fluctuations in the price of raw
materials and provide bags, on the whole, at a lower

price than would ctherwlse have obtained. The arrangement

has had the further beneficial effect of enabling the
Company to expand and develop export markets., It buys
sisal flume and Tow which would otherwise not find a
market and is, therefore, of consldervable value

to the sisal industry,

0. The Last African Bag & Cordage has, however,
represented thal the existing agreement does not give
adeguate scope for the maintenance and modernisation of
capital assets,

7. This has been carefully considered by the
Gevernment and the following modifications te the
arrangements set forth in the Sessional Paper Ho,91
of 1956/7 are therefore proposed:

{a) Jute Control shall take its full
requlrements of the Company's products
for the year from the Company;

{(h) he Company shall undertzalke to make
avallablie to the Jute Control such
quantity of bags as the Controller
requires, tho price to be pald being
based on production costs as hithertog

(c) +the Jute Controiler shall declare on
1st June 1961 his reguircments from the

Company for the scason commencing on
st August 19061

(a) subject to (e) below the Company shall
be permitted to deduct from the profits as
calculated for income tax purposcs an
amount cqual to 6% of the capital
employed in the busincss for the year
28 certified by The awnditors. After
such deducticon the remaining profits
shall be divided in accordance with the
provisions of Sesgsional Paper Wo.91 of

1956/7;

{e) the 6% deduction shall be conditional
upon the Company supplying a statement

as/...



as to the extent to which the Company 1s
committed in respect of further capitel
expenditure and upon this statement
being acceptable to the Government;

(£) f©he Company shall continue to make its
accounts availabhle at all time for
inspection by an authorised agent of
the Government,

8. The Minister for Agriculture, Animal Husbandry
ant Water Resources proposes to introduce a resolution
in the Legislative Council secking renewal of the '
agreement up to 31st March 1962 with the foregoing
modifications.

Nairobil
13th June, 1961




