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SESSTONAL PAPR NO. 14 OF W'5 ,

Gorernment Gtlolqnteo of o Loon to the Mumiolerk .r,,sr ul ltlrioai,,3

Contpony Limited fronr the Cornmonweolth

Deve loornent Corpqotlon+

THE GUARANTEE (LOANS) ACT, CAP. 461

ln occondonc€ v/ifh sectlon 5 of the Gu'orontee (Lmnc) Act,

the follo,,rtng inforrnotion is lold befue the Notlbnbl Asembly ln cdnnecfim

wtth o propoced guorontec by the C:onernment of o lon of f/#;0r000 sterllng

to lco mode to the Mumios Outgro,vers Compony Limited by the Conrmmweolth

Devetopment Corporotion, of the United Kingdorn ("CDC.').

2. The l\4umlqs Outgnorvers Compony Limired ("the Ougnotilens

Compony") wor f ormed to represent ond promote the interests of, grorers

of sugror-cone supplied to the sugor fioctqy ot Mumlos of ttte Mumlos SugOr

Conrpony Limited ("the Sugror Compony"). The members of the Outgro^rers

eo.r,pony will be in two closscs -

- Founder AAemborc, being the Crorremment of Ken1a, tho Sugor

Compony ond CDC;

- Gro,.rer l\4embers, being oll former-gro\,vens in the Mumlos

Oufgrourers Areo who hove cone supply cantrqcts wlth the

Sugor Cornpony.

3. The Outgrorers ConTpony will negotlote with the Sugor Cmrpony

ths trerms ond conditions on whtch the Sr.lgor Conrpony will prorrlde to groren

otl servlces necessctry fa the preporofion of the gro,vers' lond ond fhe ptontlng,

tendlng, fertiliziqg, horvesting ord trqnspqt of their sJgor-cone, lncludlng

the supply of the nec€ssory plonting rnotoriols ond fertillzer al the mot econornic

cGt.

4. The Or1grrorer Compony wlll olso proride the finoncing of gno,rrors'

production ccts, by woy of reimbr.nsing the SugCIr Compony for thce costs os

incurred under the orrongenronh menfioned ln the preceding poragroph.

The grcwon will repoy such flnonced costs out of their sugor-cctne suPPly proceeds.
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5. The Outgrorvcr eompony will hove no shore copltol

(being q compdny whorc mc;mbers' licbiiity will be limited by o

winding-up guofont€c of norninot omount) ond wilt obt'ain its funds fo|' the

flnonclng of gro,vers' of ifs mcmbers, lnitlolly from two lens of -

.thoE460,000sterltng(equlvolentoppoxlmotelyfcf:.{00,000)

lmn odvoncod bY CDC; ond

- a 8240,@0 Kenyo tmn odvonced by Kenyo Czorcrrunont'

6.ThcCDClconotfA6a,000sterlingwhichlssolghttobe

guoranteed by Gwernment witl boor interoct ot 5olo por cnnun ond will be

repotd by molvo equot onnuol irrtolmerts commenclng on 3lst Deccmber wn '

7. The Gcnrernnrent loon wlll be interest free ond repoyoble os mcty

be determined by Gorornmcnt but nof before the whole of the cDC loon

lros been repoid.

B.Theodvoncesfortheflnanclngofgroalers.productioncoets

os obovc mentioned wilt bo chorged interest ot thc rete of B7o per onnum a gJch

othgr roto os the directors of the Cutgrorrer Compony moy determine' olculoted

fron the dofo the outgrowcrs cornpony reimburses such ccfs to tho sugsr

Corrrponyuntilthodoteauchcoefsarerecoreredfronrthegrorerby

doduction fronr his sugor-@nc suPply procceds'

g. The odministrctive costs incurred by fhc Outgrorors Cmpony

wlll be met portly tlrcugh the interoct rotes differentiols mentionod tn porogrrcpk

6 g, g ond portly through lcvies mode by the outgro,vors compony on its

mem'pers cn o sugcr.conc supply tonrrcge bosis'

10. The Oulgro'vcr ConTpony will be controlled b'v o bord

conslsfing of four grot/er mcmbers, thrcc gwcrnment represent'otives' one cDC

rcpresenfotive cnd one sugor conrpony represenlotive. whcn the cDC

lon is poid off, its reprercn$otivc vrlll ceosc fo be o mernber of the

outgrorers cornpony bmrd. ln thc mesntimc the Founder members control the

vofing strengrth in the compony, but the Lrtictes of Asociotion of the conrpony
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fabid the poyment of ony dividcnd or other distribution of moncy or

ossefs to ony Fourder lvlember.

It. The significonce of the C.D.C. lmn fo fhe Outgnarers Compony

ond the risks, if ony, to thr: Governmertt of Kenyo, should be toen ln the light

of the orerolt Mumios Sugor Schemes ond the involvement of the fotlr moin

porfies i.e. the Gwernmanf, CDC, the Sugor Compony ond the

Outgrrorers Compony in oll ospecfs of the scheme.

12. The Sugor eompony is finonced os follo,'rs:-

Equity copitol in (! Lmn eop!1o! in Kf,

2,2l,0,0@l. Gqrcrnment

2. CDC

3. Kenlo Commerciol Finonce Co. Ltd.

4. Eosf Afrlcon Development Bonk

5. Booker lvlcConnell Ltd.

500,000

Totsl 2,goo,ooa 2,754,N4

C-rond To,tol KE5-659,@A-

13. tnitiolly ttte innestors ogreed on o lorger loon tofol, but the

success of the scheme hos been such thot the estimoted loon level of Ktilr650r0O0

could be roduced fo the oc'Fuol level of K82,750,000.

14. CDC's interest in smallholder dwelopment wos erridenced

from the onset of the Scheme. Their interest in the Sugor Conpcny further

emphoslzed the impatonce of their involvement in the Outgrourors eonpony

since the supply of cone from members of the Outgro,rrers Cornpcny ensures

tho success of the Sugor Conpony, while the successful oPerotion of the

Sugor Conrpony ensures o demond for the gro,vers' cone.

K82,000, oo0

350,000

250,000

150,000

150,000
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t5. so fiar, scpt lw|, tha sugor compony is receivlng obout

slxty pef cent of its oone from outgro\ilers while producing the bclonce fronr

its nuclous estote.

t6. ln future the outgrorer 6reo wlll carer 20r000 ccres, while

the nucteus estote wilt contoin obout 8r000 ocres of cone. The tfil number

of outgro,rrers will increose fronr the prcsent 41800 to on cstimated 51000'

ln oddltion the foctory ond nucleus eslcte ccnrplex emptoys obout 21600 wor{<ers'

17. The lon fronr e .D.c. to the outgrorers canpony of 8460,000

sterting is needed to corer their operoting expenses for $ollholders, ond the

odminlstrotlve expenses of the Compony. The Gorerament of Kentrro ls supplying

on odditionol fund level of Kf,240,000.

18. lt is estimoted thot by the time the c. D. c. len is pold off,

i.c. December 3tst !9t]8 the totot operoting copitol required to run the

outgnouors orgonizofion will bc in excess of KEl.5 million, whichwtll hove

becn contributcd by the Oufgnorers themsetves. All funds will then be or"ned

lry the grolrers. Thc mognitude cf thc lmn is thcreforc snroll conpored to

tha oreroll copitol requirernent to run the Canrpony'

19. The cpprwol of the Housc is occordingly sought undor the

Guoruntee (Loons) Act to Gorcmment gr.nronteeing o toon of S4$0r 000 sterling

by CDe to the Afumlos Outgrorers Compony toglethcr with the intcresf thereon'

20. The cwrenf toilol contingent liobilities of Kenyo Govemment

in respcc{ of guorontees given under the Guorontee (Lmns) A'ct (other t}ron thce

spccificd in the schedule tc the Act) omount to the equivolent C K8185,965,494'

V,/ith the obore propoeed lcrn guoront.:e of K0400,000 equivolent, the

og$egote witt be increosed to K8t86,365,494, of which Kll}s,762,662will

fsff under porogroph (o), and KfBa,6tr2,B32 under porogroph (b), of section

3 0) of the Act.
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