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Such parastatals like the Wheabt Board o

Board, both of which were amalgamated toc form the National Ceareals
i

)
)

and Produce Board and Xenva Airways Limited, have plaved a strategic

role in our Mational economic development. It was considered o

Hh

naticnal interest to support these organizations whenever they
sought immediate financial assistance.

Substantial sums of money advanced to various companies remain

" still unpaid, and overdraft facilities for a nunber -of parastatals
have assumed an upward trend which has been a major cause for concern
for the smooth operations of the banks involved. The Government has
moral obligation to honour its committments in letters of awareness

to the banks by way of guarantees.

The Controller and Auditor Genmeral has in the past, brought up

tﬁe issues bf letters of awareness in his report for fimancial years
1977/72, 1978/72 and 1980/8;- The Parliament adopted and approved

the recoomendsticns of the Tublic Acczunts Committes as chown below:—

1977/78 aND 1978/79 (Para. 193)

"The Committee expresses its total disapproval of the manner
in which Ministry of Finance committed the Government to
guarantee overdraft facilities to Kenya,Airways Limited,
without pricr Parliamentary Authority as required by the
Loans Guarantees Act. The Committee recommepds'thaﬁ the
Treasury seek full legal advice from the Attorney General

with a view to protecting Government monev”.-

1980/81 (Para. 173)

"The Committee noted that a Ssssional Paper on the whole of
Finance Management of Kenva Airways is being prepared for
presentation to Parliament and will take care of all issues

raised there hefore".



The Attorney General advised that there is only one way in which

the Government can be bound to honour the borrowings by bodies corporate.
Thics is set out in Cap. 461, Section 3 of the Laws of Kenya, where it is
clearly stipulated that the Government may with the prior approval of

Parliament guarantee the borrowing of a local authority or body corporate.

Now therefore, the Government commitments on letters of awareness

" and the proposals thereto are as follows:—

1. NATICNAL CEREALS AND PRODUCE BOARD (N.C.P.B.)

a. The Government proposes to guarantee the due -repayment by
NCPB of bank loans amounting in all K£.19,325,000 and made

up as follows:-

Name of the Bank Principal Amount in
: KE.
Kenya Commercial Bank Limited- ‘ 8,323,000
Naticnal Bank of Kenva Limited 4,000,000
Barclays Bank of Kenya Limited 7,000,000
' 19,325,000

b. Interest is chargeable on the bank loans at the maximum
gdinq rate (currently 14% per annum).for Commercial Bank
loans as determined, from time to time by the Central Rank
of Kenya. Such interest is calculated on daily balances

and is debited monthly by way of compound interest.

¢. The bank loans are repayable in guarterly instalments over a

period of two years from January, 1986.

d. NCPB is a.body corporate duly established by and existing
under the National Cereals and Produce Board Act, 1985.

The functions of NCPB under the Act are:-



(i) to regulate and contrxol the collection. movement,
Storage, sale, purchase, transportation, marketing,
préceésing; distribution, impbrtation, eprrtation,

. disposal and supply of maize, wheat and schecduled agri-

cultural produce;

(i) te buy, store, sell, import, export or othsrwise acguire
and dispoese of maize, wheat and scheduled agricultural
produce in such manner, such gquantities and on such

terms as it may, from time to time, deem necessary to

Fulfil the regquirements of prodicers and consumers in

i
Kenya;

(Lii) to advise the Minister on the proper production of
. maize, wheat and schedﬁled agricultural produce in
relation to-the needs of Kenva, and the exteht te
vihich control over the exportation and impcrtation of
majze, wheat or scheduled agricu.tural produce is

degirable Oor necessary;

(iv) to do any other act which is connected or incidental

to the foregoing.

In fulfilling its functicons, NCPB is marndated by the Act to comply

with any general or special directions given to it by the Government.

te and npecame vested commencement (i.e.

16th august, 1S85) of the National Tereals «hd FProduce Board
Aot, by virtve of Section 33 thereor; 7

£. Cut of the said bank loans, & total of KE.18.000,000 was rvaised

by the former Maize and Produce Boarsd from a Syndicate consis-




the purchase of produce from farmers all

+

over the country.

The loen was originally for a period of twe years from the
date of drawdewn or the 3ist March, 1283, whichever was the
earlier. The balance of KE.1,325,.000 vas raised by the formexr
Wheat Board of Xenya from Kenya Commercial Banik Limited to
finance its wheat production operations. The approvals of

the bank loans were all subject to Government guarantees

el

being furnished to the said local banks by way of security.

Prompt payment cf .farmers for their procuce delivered to
NCPB and the promotion of wheat farming are both important
aspects of the naticnal foond policy and security. The
Government has a wital interest in such matters as part of
its' long term plan of ensuring national self-sufficiency in

food producticn.

KENYA AIRWAYS LTIMITED (KA) ; . .

The CGovernment propcoses to guarantee ihe due rwepayment by
KA to Kenva  Commercial Bank Limited of a long term lcan
amounting to KE.8,250,000.

Interest is chargeable on the long term loan at the maximum
going rate (currently 14% ger annum) for commercial bank °

loans as determined, from time to time, by the Central Bank

of Kenva. Such intercest is calculated on daily balances
and is debited monthly by way of cempound interest.
The long term lozn is repavable in eight (8) vears by egual

monthly instalments.
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dy corporate duly corganized and existing under the

Companies Act (Cap. 486).

Covernmant owned.
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K& is the naticnal zirline an

1977 in consequence of the break-up/disintegraticn of the

former East African ARirwayvs Corporation (in liguidation). 5

The long term loan was raised. initially by way of cvardraft

¥ Py

fo

facilities, te finance the existing operations of KA and its s

approval was subject to Government guarantee being furnished

to Kenya Commercial BPank Limitzd by way of security.
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K&, as the national
important and critical role

our nationhood; the tourist

especially of perishables.

By virtue of X2 being a wholly owned Government entiiy and

Tor the reasons stated in sub-paragraph (W) above, the

Government. 1s interested in

-

riabhility and well being of XA

The Kenya Compercial Bank Limited iz a wholly owned Government
bank and is expected by the Government to opercate on commercial

lines. .

to & total of KE.L,Z250,000.

Interest is chargeable on
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s determined, from time to time, by the Central Bank of Kenya.
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uch interest is calculatad on daily ba
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ances and is debited

monthly hy way of compound interest.

The bank loans are repayable in seven !7) vears by fourteen

(14) equal half-yearly instalments.

KFC is a body ccrporate duiy crganized and existing under the

Companies Act (Cap.486).

KFC was incorporated on 7th Deéember, 1976 and, pursuant to

an investment Agreement dated 21st Januvary, 1977 and made
between the Government, Industrial Development Bank Limited
{IDB) ; Agricultural Development Corpoxation (ADC), Development

Finance Company of Kenya Limited (DFCK), Kale~Rgro Industries

ted, Lewis and Peat Limited, Escher Wves GubY and Foster
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Wheoler (Process Plants) Limited it 1w

=
and operate,; through KfC; a factory at Eldoret-for the

manufacture of furfural and ecetic and formic acids. from

maize cobs. .

The authorised and issued capital of KFC of Shs.115 million

is held as follows:-

Percenlage Holé

Govornment 31.4%
103 6.5%
AN &.4%
DO 15 8%
2402

Egschey 1.9%
I.9%

9.0%
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approvals were sublject to

furnishsd ©o the two commerois
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Efforts arxs Reing made to dispose of the KFC factory, failing

which, a new company would be Formed to take over the assets

KENYA CE CAL AND FOOD CORPOR

Commercial Baunk Limited of the following.

king facilities amounting in all to

=~
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Principal Amount . Eguivalent

and Currency as st 5.11.8
¥sh, 30,006,000 1,500,000

Account T Ksh.10,068,000 500, 00!
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a2 losn amounting

for commercial bank loams as

Central Dank of Kenya.

monthly by ey ©f compon

¢. The lean is repayable in

- equal half-yearly instalments. -
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Bection & of the

said Act and include the ownership of abbatoirs and carr

the business, on -a-wholeszale basis ol . butchers, dealers and

merchants in livestock and carcasses.

5

The loan was rzised to finance the opzrations of KNC and approval
was subject to Government guarantee being furnished to the

National Bank of Kenya- Limit

ﬁ

ed by way of security.
The Naticmal Pank of Kenya Limited is a who 1ly owned Government

comaercial bani,

KMC plays an important role in the development of the livestock

industry in the country.

FLOUT.GPAR COMPANY OF WENYA LIMITED (iN RECEIVERSHIF) (FCK)

oF

The Covernment proposes o guarantee the due repayment by FCK

to the National Bauk of Kenya Limited of 2 loan amouniing to

K£l,500,000. J

Interest is chargeable on the loan at the maximum going rate

(currently 14% per annun) for comwevcial bank lodns: as

= g = 2 o Ty VRS ks - 2~ - < - £
irom time to time, by the Central Bank of Kenya. &

2 T .
YAy QI compound inlCerestc.
The loan is resaysble in seven {(7) oy feurtzen (14)
Bl 1 inztaiments
FCK 4 duly organized and ewisting uuder the
L O
a joint venture hatweeil




T wags duly established and started its mining cperatlons

p
a result of financial problewms

in the world market. the

b R e e T T
Mational b

National

receivers/manasers

over FCK ou llth May, 1979. A new company in the name of

snya Flourspar Company Limited was subsequently formed to
5

take over assets of FUX. Thz new company has been

operating weill without major problemns.

The loan was raised to finance Che operations of FCK and

5

approvel was subject to Govermment guarantes being furnishe

to the Wational Bank of Xenya Liwmited by way ol security.

from the O0fficial Liquidator. the awount

1

ovtetanding on the account has since reduc to ' about

O
e




EAA 18 a body corporate dily organized by and existing under

thie East African Airways Corporations Act as applied to Kenya by

virtue of the Treaty for East African Co-operation Act (Cap. 4).
: ¥ : P

The loan was raised to finaice the air transport operations of

EAA prior to the break-up of the former East African Community.

EAA was one of the Corporations established under the auspices

of the former East African Community.

CONTINGENT LTABILITY

The current total contingent I1iability of the Government in

respnct of guarantees given under Sectioun 3 of the Guarantee (Loans)

_Act (Cap. 461) (Other than those sperificd in rhe schednlas o

the Act) amounts to KE£ 478,022,497, - With the guarantee of the
sums stipulated in Clauses 1(a), 2(a), 3(a), 4(a), 5(a), 6(a).
Fa i and 8(a) ahove amounting ir the aggregate to KE 47,814,912
as herein proposed, the total contingent liability of the
Government will be hereby incrzased to KE*525,887,40% of which
KE 94,729,409 is in respect of covenants expressed in Kenya

cutrency as per paragraph (a) and ¥f 431,158,000 is in respect

of covenants expressed in foreipn currency as per paragraph

(b) of Section 3(3) of the ACL: - b

HOH - PP
MINTSTE]L

DATED AT NAIROBI THIE ...c.eevlisnenven...... DAY OF
OCTOBER, 1986.






