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In agoordance with the provisions af the Guarantee (Lo=nz) AC
(Gap.lbl) of the Laws of nenya, the follouing In
jaid hefeore the Natinnal Asse

. trie Governmens of the Repubklilc

the Cotton Lint and Seed Markﬁting Aoard in respect af =2 loen

term overaraft facility of up t
and six.ty nilliogn) from & co
Govermaent guarantee 18 & conditi
Bank funding of & major portion of the cnsts of tne Cotton

ot (hereinafter cellerd the Froje

negotisted in Deocembar, 1981 by the Bovernmant.
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The Brojsct

financial year and will provide

- improved buying sys stemn centring an CoeloedoMeBa

3

transportation vehicles and gguloment,

storage fagilities 10 fhe Fiolo and at the glnnerics,
pom e | ~ 7

—-rPhati’itatimn ard exparsion of ginneries guriec by tne

: Boerd and cG- aperatives,
. gtrongihening of Qoard and no-operative's MEnageEmaent,
= audd%iamal marketing capital faor the Board,
- techaical assistance training, end assistance in auditing,

legal masiiers, and marks :

The cost of the Project will be US 3304 million cf uhioh US
oo @wiltion will be provider by the World Bank fhreugh.2 Gredl®
fpom an affiliate nf the World Bank, the Internationazl
Devalooment Agsociation, oo Wne Fallowing Uermsi-
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— grace period of 10 years

- 8 repayment period of 40 vears

- N0 interest rate

~ 8 service charge of 0.75% PETr vear on funds drawn and

0c.5% on funds undrawn.

Both: the cash flow and Economic Analysis indicate that the project
is viable. It is anticipatecd that when the praject is

implemented there will be improvement in buying, transportatimn,
storage and ginning of seed cotton within the cotion industry.

in addition, management of the Board and Co~operatives will hbe
strengthened in order to regulate the cotton industry for the
benefit of nat'an%y the cotton producers but the nation as a

whole, : ;
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The Cotton L{F?\and Seed Marketing Board (hereinafter qgfled the
Board) is a statutory body ctorporate established by %pttimn 3 of
the Cztton Lint and Seed Marketing Arpt (Cap.335) D@/%he laws of
Menvae The Board is charged wiiii the Tunction QF/LPDCESSiﬂgy

marketing, promoting and fostering the development of cotton.

The consortium of banks has agreed to Provide the long-term
overdraft facility of KShs.160,000,000 to the Cotton Lint and Seed
Marketing Board for financing of the Board's mo7king capital
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The terms of the overdraft inglude that the Fasility shall be

requirements. \

ranewable arnually and shall be repaid in total not later than
%Hree\years from date of committment and/or latest date of
renewal. Interest will initially be charged at the rate of 143
Per annum and will he subject to periocdic rTevieuw by the Banke,

Interest will he calculated an daily balances and /charged monthly.

The current liabilities of the Board in respect of overdraft
Facilities not guaranteed by the Government 13 on an annual hbasie

ot KS5hs.131 millisn. Tt will require additional werking capital,

especially as colton from Cura Irrigation Settlement Scheme
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rail i It is for such additinnel, working capital chas
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the Government pf Menva guarantee of Wohs, 160 million ig preposes, i
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The overdraft is conditil onal upon the provisilon of a guarantee
by t1e Government under the Guarantee (Moans) Act covering
all payments of fees, interest, and principal due FTrom the

Board under the overdraft agreemente

The Government has decilded and proposes to guarantee the overdrafl:

sg that the Board can borrouw the funds it reguires Tor the

purchase of seed cotton and to Finance other non- -capital itemss

The appraval'of”the National Assembly 1is Soﬁght'under the

Quarantee (Loans) Act to Government guaranteeing the repayment

of the overdraft which is the subject of this paperT.

The current total contingent liability of the Governmznt of
Kenya in resnect of guarantec given under section 3 (?) aof

the Guarantee (Loans) Act (excluding liability under colleteral
and these specified in the Schedule to the Act) amount to

kg 301,537,555, With the Guarantee of K¢ 8 million prowposed

in this sessional paper, the aggregate will be increased to
K£309,537,555 of which K£20,585,582 will fall within paragraph,

(a) and KE288,951,573 within paragrdph (b) of section 2(3) of

the Act.
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