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SESSIoNAI ?APER Ng.._l_€r_1921

Goverr.ment Guarantee of Moneys lent and. subscribed
to tea factory companj-es established by the Kenya

Tea Development Authori-ty,

Ti{E GUANANTEE (LOANS\ ACT. CAP. 461

In aceord-anee with the provi-sions of the Guarantee
(Ioans) Act, the following i.nformation is laid before the
National Assembly for consideration and approval'

The Government proposes to guarantee moneys lent and
subscribed to the Chebut Tea Factory Company limited. by
the Commonwealth Development Corporation anil George lti.Iliamson
Kenya L,imited.

The Kenya Tea Development Authority came into being in
L964 as a sucbessor to the former Special Crops Development
Authority.-,this latter body having been established in 1960.
The K.f .n.a. was established. for the purpose of promoting.
financing, and eontrolling the development of tea to be
grovwr by small - hol-ders. The order setti-ng up the_
Authority, provides, &s one of i.ts functions. that K,I.D.A"
will ttestablish, acquire anCl operate proeessing factories,
to enter into agreement for the establishment of factories"
aniL to promote and subscrj-be for shares in a.ny Company
ineorpoiateil in Kenya for the purpose of proeesding or narketing
tea.'r- fn pursuance of this objeeti-ve the K'T'D"A" has to -
ilate established, ten tea processi.ng factories, in Kisit
Nandi, Kerj.eho, Kiambu. Kirinyaga and Nyeri. Distrrcts of
the Republic, and. the fi:nd,s used. for fi-nancing the
establishment of these factorj-es have been guaranteed
by Government.

From its i-nception, the Authority, wi.th loans fron the
Commonwealth Development Corporation, the lrVorld Bank and
other leaders, has expasded tea growing by smallr-holtiers
from a small icreage br a,4oo tn-1962/63 to 64.509 ?cresin L972. fn 1972 Ihe value of tea erports was €,13, 5O0 ' 000
making it the seeond largest export ear:ler after coffee,
froducti.on of tea by small-holders has increaseil from
566,BOr kilos :.n tg63/64 to 13,316.861 kilos in 19'?,
and'this increase is expected to gatn momentum in future
as a result of expanded and accelerated planting
programmes now being undertaken i-n the K"T.D"A, ts
Fourth Tea ?rojeet.

rfihen the Authority came into being in 1954,, on]-y about
1B,3OO smal1 - holders were growi.ng tea i.n the country' .anq -during its first year of opeiati.on-produced an income of f,147 923
lo-daIe the numbei of small holders growing tea under the
Authority is 55,9OO growers' anii this i.s to be jncreaseil
to lOO,obo in the neil plan endtng 1977/78"
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In respect of the Chebut Fectory Like other tea
f,r.ctories, f, comp:ny hrs been formed to buLld' own and

op"r..te tfre f:.ctory by means of finance !'n the form of
equity s,^.pit:l and loans. The equity c':'pLtal ls- in the
form of rrfoundersrr sh...r€Er the f6underst sh.ereS being
taken by K.?.-o,g., the lenders' and the Grower's" ?he sh:res
-i,ril1 be alloc:ted to gro,.i" in terms of the 1r'.rticles of
,i:.s5oci:tion of eactr Cornpany, vrhich undert^'kes to pay

divLdends of at lerst 8% on its lssued share capital' l{uch

of the gre;.tei-portlon of finance comes fzoa- the loans now

to be made to the factory totpnt'y, whLctr are to be secured
by first debenture charge on the company assets and all of
*[rf.f, carly interest at 8% Pex cent p:r annum and arE repayr
eble over 17 yea.rs uy half'- ye:r1y Lnstalments starting
Lg?A and finishLng Ln 1991. 

.

Thefln:.ncLngagreementsfortheteafactorycolEPaul'
protldes that ,rpoi. tin loan lenders becom1ng entLtled to
appoLnt a receLier under the depenture """"ift,-(that 

lul'
upoh the t,ea iactory naki.ng deiault under the d{benture),
the Government ,;ri11 i * "o-ieo.dired 

by the lettdels, purchase

the lenders r. clebenture and shl.re at par value together ruith
any interest and CflvLdpnds respectiv]ty accu,ed or l'n
arrEa.rs..

2

tte contributlons to
w1,11 be as follows:-

capital by the K.T'D.A, and lenders'

Chebut Tea Factofy Cornpany5 l(erlcbo UrLstrlct'

Lenders CDC

ceorge $llliaoson
K. T.. D ,p..
gstl.mated f ac toty

SterlLng
St er I ing
K. $t.

cost l''
4 r6001000/=

Lgans
El27 ,7AO
g1o5, OOO

83921 860

K..SL

K.$l'
K.$1.

capLtal
shares
shares

Share-s
50,OOO

.5
49r 995

The factory comPany has an author:Lsed
K,lD.2OOtOOo//= divLded into 20TOOO f ounders
each carrying (41) votes and 20TOOO growers
I(.S{, 5/= ez,ch ca'rrYing 1 vote.

Thetotalconti@entllabilityoftheGovetnmentEnder
the above tea factory- loan and share guantees is the
equivaleot of I(.$1. 4r52a.LLO/= ('.K.$. lareoo + sterlLng
5232r?Oo at a.n c'(change rate of K.$t, L?-t1O = g1 sterll'ng'
such rates being subJect to alteration ) 3 plus -"ly interest'
and divided arr6ars, for which the e'P.Droval of the
Nlatlonal Assembly is no$I sought.
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llhe curent total contlngent 11ab111!y ef Eenya

eoiEioi,ot i" ;;FeilI ;Ij;#ffi:ffii *I"t"Xflei"if,,"
,rron;n sectlon 5 of the Guar

ffiij:ilfi 
iili*ri:;-,iif:H:#H:l;,$",H*'l*r:i*'

w111 be lncre;5;i-;"- E."Iii:1,92Q'?92'7!9.

#tE : ?,,i,T\;1?8,ffiti$ti*"$mrtsi, 
( :l' u3ttro,, r ( 5 )

of the Act.

!filrrspdn 3oB aqnxdt &1rIB3

,:.Bt Megr 197r.
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