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1. LIRADICT
Ths Chemelil Sugir Project has been described in detail

in Sessional Paper Ho.3 of 1966, Tt is part of the Government Sugar

Developmant plan to increase sugsar production to 145,000 tones per annum

by 1970. Of this the Chem2lil Suzar Company is Jve to produce 60,000

tons sugar. ar 2,000 small holders are participating in this Project

and will supply sugar cans to the factory worth £500,000. Apart from
bringing prosperity to a difficult farming area and effecting considerable
savings in forazign axchange, the Schems will create at lsast 3,000 new jobhs.

2. PROGRE3S OF THE PROJACT:

The Chem2lil Projsct has now bsen operating for 2 years and

coneidarable progrsss can be reported. Already 10,500 acres of sugar
gane have been plantsd of which 5,300 scres wers planted on the farms of
gmalluholders. Thisg has alre=dy transformsd the area to one of the more
advance] areas in the country. Good progress can bs reported from all
other departments of this project. The construction of the factory is
proceeding well and ig up to schedule. The greater part of the machinery
for the factory has been manufacturad. Some of this has already arrived
and Lhe balance ig on ths way. The Chemselil Sugar Company 1s checking
congtantly to ensure that the construction of ths Sugar Factory is up to
schedula, and according to the latest information the Cactory should open
on June 196%, az plannad.

At the same time an efficient sugor cane harvesting and
transport organizatinn is bzing assembled. It will he ready for trial by
the end of thie ysar and will have several months to gain experience by
harvesting existing cane on the Chemelil Nucleus Zstate before the factory
gozs Into product lon.

The Kenya Government has negotiated a 5,300,000 Dollar
(aporex. £1,900,000) World Bank loan for the construction of roads in the
Miwani, Chemslil, Muhoronil Sugar arsas ﬁacessary for the transport of the

cans, and construectiion hag already commenced.
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egquipping of the fac
L was well advanced,
These costs to be incurred by the Chemelil Sugar Cempany with

G.H.E. have now besn as

&

ertainsd and sre in respect of:-

{a) local costs - mzinly transport of factory componsnts from

Hombasa to Chemelil DM 1 nillion (ap rox. £90,000);

(b) Stock of spare parts and additional squioment, such as
e
L

actory water zupplies and watar purification plants,

DK2,865,700 (£258,000);

{c} in 211 ition, the price of the whols Factory has incrsasad.

The price increase iz in accordance with the escalation clause

]

In the contracl betwsan L he suppliers Megsrs. Cute Hof fnungs
Hutte Sterkrade Akfisn Gesellschaft of Weat Germany and the
Chemelil Sugar Company Ltd. and amounts to DM1,18/,454 -
approx. £105,700 ~ about /% of the original estimatsd
coptract prica.
Tha total supplementary provision is £454,000 of which 2% is
. payable in cash, 12%% is repayable in 18 months' time and #5% on medium
term credit (10 years at 7% intsrest). These latter items reguire guarantees
for £57,000 and £3%5,000 respectively. The guarantses are rsguired by the
supplier in order to_obtain finance from the West German Goverament %o
mmﬁhdum;mdemd:ﬂmSmmrFﬂiwyfmﬂmeGmmﬂﬂﬂh@er@my
on credit..
. The Government is satisfied with the progress of the
Chemelil Project. Examination of the latest finsncial projetion from the
Chemslil Sugar Company Ltd. confirmg that it is financially’viable and
shoudd be able Lo mezt its commitments. The Government therefore proposes
to give the additional guarantess requested by Mezsrs. Gute Hoffnungs
Hutte Aktien Gesellschaft Sterkraie and Parliamsntary approval is sought

in accordance with the Loans (Guarantza) Act. They are detailed in the

ParlTamentary Motion, a copy of which is attachad ag an Appendix te this




The approval of the guarant=s will facilitate the completion of the

construction of the Tactory on schadule. This is important for cane

farmers who have timed their cins nlanting to coineids with ths

~

of the Tactorv and for the financia] =uccses of the Chemelil Sugar
Company in which the Kenya Government holds considerahls finanecial
interssts (Government and Government agencias owns a gnbstantial share-
holding and the project is 85% underwritten by the Government}.
Lt is to be stresssd that unlers Government guarantess are
obtalned, credit cannot be obtaine

d from the suppliers and shipment may

be substantially delayed
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In accordance with the provisicns of the Loans (Guarantes)

Act, ¥ beg to glve notlce of the following motions:—

2771967,

That this House propogal of the Kenva Government

to guarantes repaymant over a period of ften vaars from
=) i * R

April 1952 to October 1977, togsther with interest thereon
iy 3 2

in the pzantime al the rate of 7% per annum of a loan of

Wl
.

4,292,708 Deutachmarks {being the eguivalent of approximately
£385,000 gterling et.tbe carrent rate of sxchange) to be made
by Gutehoffnungshutte Starkraie‘AktiEﬂgesellschaft of the
Federal Republic of Germany to Chemelil Sugar Company Ltd,
towards the cost of the financing the Chemelil Sugar Project.
That this House approves the proposal of the Kenya Government
to guarantee the payment over a period of up to 18 months

from thepresent time to Gutehoffnungshutte Sterkrade Aktien-
gesellschalt of 631,281 Deatschmarks (being the equivalent of
approximately 257,000 sterling at the currenl rate of exchanse)

towards the cost of financing the Chemelil Sugar Project.

(J. Clero~Jowi)



