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LOVERNMENT GUARANTEE OF CONTRACTS AND BDRRDMINB BY )
THE NZDIA SUGAR COMPANY LLIMITED. THE GUARANTEE e
(LOANS) ACT, CAPRP, 461 e

L

In accardance with section 5 of the Guarantee (Loans) Act,
the following information is laid before the National Assembly in
conneciion with proposed guarsntees hy the Government of three agreements
entered into by the ‘Nzoia Sugar Company Limited to procure, establish,
and finance a sugar factory and plantation complex at Nzoia in the
Western Frovince of Wenys.

2. The Nzoie Sugaer Company Limited (hereinafter called the Sugar
Company) is & company incorporated in Menya for the purpose of carrying
out the project, in which approximately ninety (S0%) percent of the
share capital will be held by thez Government or by governmentsl agencies
such as the Industrial Development Bank, although it is proposed  that
approximately fen (10%) percent of its ultimate share capital will be
taken up by Fives-Cail Babgock, the factory supplier mentioned belaow.

3 The first Agreement is the factory supply and construction
contract signed on 7th August 1975 between the hovernment, the Sugar
Campany and Fives-Cail Baboock, & French Company, whersby the latter is
to supply, erect and prove alil the machinery, eguipment, buildings and
related services and fecilities requirTec for a "turnkey" Sugar factory
at Nzoia for a total price of 147 millicn French Francs. The factory
will have @ guarenteed daily crushing capacity of 2,000 metric tons gf
sugar-can per 24% hours of continuous operation and will be designed tas
accommodate future extension to & crushing capacity of 3,000 meiric, tens:
of cane per day. The contract includes the test proving and full ‘
commissioning and technical assistance (of 59 men-months from fact
gtart-up) in the cperation of the factory and incorporates warrant
of manufactured guality, came processing output and sugor extracti
ratics. The price i1s subject to sdiustment for chenges in locel:
(Kenya) costs or in exchange rates. The foctory is to be complete
within 34 months.

L, The seconc 2oreement wes signed on 14th August 1975 hetueen th
Government, the Sugar Company end a French Donsortium called Techhisger
and is for the supply by Technisucre (which consists of three: F‘”
gaovernment-controllied institutes) of technical personnel and sar
for both the agricultural and industrial sectors of the prajec :
agricultural sector comprises agronomic trials and the subsequent
establishment and management of (a2) a nucleus sugar-cane plpntatlan
about 4,500 hectares to be owned by the Sugar Company, ano (b) "an:
CTOWET arEa conslsting of all owner-growers within 15 kilometres: '
factory- the objective being the overall producticn of the 520, DUD tons.
of sugar-cane per annum which the factory is expected to required. The
first crop will be needed for harvest in the second half of 1878. ‘Theil .
industrial sector covers all pheses of the operation of the factory after
its commissioning by its supplier Fives-Caeil Babcoock and involves the
provision of seven long-term and four short-term perscnnel for = total

of 352 man-months at stages between the fectory start-up in 1578 and mid
1883. for the agricultural sector, other than the ocutgrower part of

it, Vechnisucre will initially supply nine experts at various siages
between 1975 and 1980 for = total of between L04 and 423 man-months.  The
rost of the above personnel for both sectors up to 3lst March 1979 is
Fixed at 17.5 million French francs. The cost beyond 3lst Morch 1979 is
to be negotisted. The rrench personnel's saleries will be subject to
Kenya income tax in accordance with the tenye Income Tex Act. In respect
of the putgrower part of the project, Technisucre is to submit @ proposal
Tfor the rendering of 7 or more experis (depending on the number af
outgrowere?} to supervise the ogrganisaticn and training of gutgrowers.

The duties of Technisucre in all sectors include mecessary training
programmes. lechnisucre is alsc to submit to the Govermment and the
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. These agreemants hava been mace within the
digcussion between the Govermments of Henys and France ra

supply of French goods and services for the project and o

thereaf by French credit institutions.

7 The apprmxima*e opne-fTifth of the contresct prices wm
supply and technical services contracits not financed under

banks ocredit will be met partly out of the sguity share co.

Sugar Company and -martly out of loeel borrowings.

E. Bernya Lovernment will charge the Sugar Company a guo:
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credit agresment mentionzd in parsgraph 5 abave and guanon

Bovernment.
approximately 8 years from the factory start-up cate.
9. hen commissioned, the factory wiil
sugar per annum which will maan g saving af approximately
in foresign exchange.
besides contributing to the economic well heing of
outgrouer Zone.

the oo

10, The spproval of the House is accordingly
Buarantee (Loans) Aot to Government guaranieeing perform
Supar Company of the factory supply contract with Flves-O
the techﬂlczl services contract with Technisucre as above
gnd giving & gusrantee of payment by the Suoar Company oOF
interest and other charges to become due unoer the buyerfs

agrezement with the French Hanks mentloned in paragraph 5 oo .

11. The amounts of present contingent liability under
agreements, to be guarenteed are &s. follows (calculated an

£~

#,58hs. 1.6378, the ratce of
signed s required by the Act)

f. Factosry supply contreact with Fives-Call Beobcook:
Totol Contract price less downpayment (10%) alroady oo
French Francs 132,746,400 . = Shg. 217,415,0
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C. Buyeris Credit fAgreement with French banks:
Credit of French Francs 128,252,484 = K.8hs. 210,000,000
Plus capitalized interest as stated in para 5 above.

It is to be nocted however that although =il thrze agreements are
reguired to be guaranteed at this stage, in fact the incurrence of actual
limbility under the Banks Credit Agreement will ipso facto discharge
liability for the corresponding amcunts thereby pald under the Tirst
two contrachks. Accordingly only the agnregate of the sums mentianed
under A and B above,; plus the sum allowed in paragraph 12 below,
needs to be and has been, included in the contingent lisbility amoaonts
gilven in paragraph 13, '

12. In addition, suthority is sought to guarantee any further
contracts made with Technisucre as menticoned in para 4 sbove (beyond
the contract amcunt mentigned in para 1l. B) and to guarantee any
further credit extended by the French banks above mentianed on terms
85 to interest and other charges to be negotiated in the near future.

13. The current total contingent liahilities of Kenya Government in
regspect of guarantees given under section 3 of the Guarantee (Loans)
Act {(other than those specified in the schedule to the Act) amounts

to KELSL,511,934 with the asbove proposed guarantees of KEZ21,499,875 the
aggregate will be increased to KE216,011,809 of which KEL27,262,537
will fall under peragraph (a), and KE 88,749,292 under paragraph (B),
of section 3 (3) of the Act. .

Minister of Agriculture

3rd December, 1575.





