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GOVERNI{U\iT GUARANTEE OF IIONETS LENT AND SI]BSCRTBED TO

TEA FACIORY CO}{PANIES ESTABLISHED BY TEE KENTA IEA

,/:L_

DEtTtrEIO ATTHORTTY:

rHE GUARANTEE (TOANS) eCt, CAP. 461

fn accord.ance with the provisions of the Guarantee (torn") a.ct,
the following information is laid before the National Assembly for
consideration and approval.

The Gover::ment proposes to gr:arantee a Commoil'realth Developnent
Corporation (Cm) loan being the capital cost of three factories at
NSraslongo, Ka^mbaa arrd. Kanyonyaini.

The 0rder whj.ch set up the Kenya Tea Devolopnent Authority for
the ptrpose of pronoting, financing and controlling the developnent of
the tea to be grown by smallholdors provides that KTDA will acquire,
operate or establish or enter into agreement for the establishment of
tea processlng factories; it will promote antl subscribe for shares in
any conpany incorporated. in Kenya for tho-prrpore of processing and
rnarketing of tea. KTDA is a successor of the Special- Crops Development
Authority which had. been established" in 1950. In pursuance of this
objective, KTDA with aitl of loans from Commonwealth Development
Corporation, the World Bank and. other lenders, has aLread.y establishetl
tea factori-es j-n the Republicrs Districts of Kisii, Nand.i, Kericho,
Klrinyaga, Muranga, Kiambu, Nyeri, etc.

Froro its lnception the Authority has expanded the snallholdersl
tea aroa frora 8r4OO in 1952 /Sl to 641600 In L972; increased. production
from565,&1 in L96r/54 to !1,3L6rt%L kilograms jrn1972; increased the
number of mallholders fron 18,JOO in 1967/64 to 55,9O0 in L972. Ihe
mrmber of growers will increase to 100rOOO during the Fourth DeveJ-op-
nent PIan to be implemented. during l971h\. Funds for flnancing the
factory and the fieId. sectors of the KTDA projccts have been guaranteed
by the Government.

As in the exlsting tea factories, there will be foruod three
factory companies to br.rIId, own and operate the new factories with the
help of finances to be mad.e available by the C.D.C. in the fo:m of
equity and. loan capital.

The shares will bc alloeatetl to growers in te:ms of the Articles
& Menorandun of Assoclation of each factory coupany which r:ndertakes
to pay dividentls of at least @") eight per centum on its issued share
capltal. Most of the finance comes from the loan now to be nade
available by C.D.C. direct to the faetory companies and to KTDA,, which
are to be secured by first debenture charges on companyr s assets,
all of which carry interest at (lSfA seven and a half per centum
per arlnum and are repayable over (eO) twcnty years by half-yearly
equal instaLnents startlng in l-975 a^nal finishing in 1995.
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The financial agreements for thctea factory companios provid.e
that upon tho lendor bdcoming entitleti to appoint- a re6eiver i:ntter the
d.ebenture security {that is, upon the tea factory conpany making tlefault
und.er the d.ebenture) the Goverrurent wi1r, if so required. by tho lender,
purchasc the lend.erf s d.ebenture and shares at par vatue.

The contribution to loan and. share capital by KIDA and rendor
wlll be as follows:-

rW
I. Direct C.D.C. tend.ing to

three factt-,riss at (lM)
2. fr Interest on loan

fron CDC to KTDA fofon-
lending to factories
Estlmated. cost for
three factories

IOAI,I

4661855

SEARES

Sterll-ng 81645Stor3.ing

Sterling 4561955 Sterling 81645

Storllng 110o0rooo

The factory companies wlIl each have an authorised. capltal of Kshs.
?oo,ooo/- divided into 20,ooo for:nder shares of Kshs. s/- eaLn carrying
41 votes antl 20roo0 growers shares of Kshs. J/- aach carrxring one vote.
Provision existl for increasing growers shares so that when the loans aro
repaid. in fuI1, the growers wll1 own the factor'5r company.

[he total contingent IlabiIlty for thc Govorrurent und.er the above
tea factory loan and share gr:arantees is the sterlirtg equlvalent to
KE8P5TOOO (Sterling 951,OOO at an exchange rato of l(shs. L7.35 = t Sterllng)
such rates being subject to alteration - plus any interest and dividend +rFpcuf,
&!quap, for which the approval of the National Assembly is now sougtrt.

fhe current total conti-ngent liability of the I(enya Government ln
respect of all gr:arantees 6'iven to date und,cr section J of the Guara"ntoe
(Loan) Act - other than those specified. in the scheclule - a"mowrt to
Ictlo8r156.5, with the guarantee of Kt125rOoo equivalont proposed in
this sessionar paper. The aggregato will be increasod. to 1o9r1B1r5i5.j
of which Kf,-75t"121r621,5 fal1s within. paragraph (a) and ]r'€77t4j9,97Z
within paragraph (B), of section l$)- of the-Act.
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