
,/
,/0

r)i

I

I
I

ARrr
lJr

CF KEhlY/"
L1BRARY

SE SSIONAL

No. 6 of 1971

THE KENYA TE

(r

r(TDA/PROC/11"

Iriinistrlr of Agriculture.

2]rd July t 197L.

ea lac

L

I Clcrt .{gt. IV
i Rcptrtcri

PAPERS LAID

Clcrk N.A-

Spcaker Ii.A.

I
Clert.A,rsr- I Itess 3
Clerk AssL II

2
Clcrlc rlssl 11l I Il,ndiaa 2

PAPER

A DEVELOPMENT AUTI{ORITY

Comnanies )



SESS]ONAL PAPER I\]0. 6 0F 197]

Government guarantee of moneys lent and subscribed

to four tea factory cornpanies established by the

Kenya Tea Development AuthoritY.

THE GUARANTEE ( LOA}'TS ) ACT, CAP, 46L

In accord.ance with the provisions of the Guarantee

( Loans ) Act, the follol''ing information is laid before

the lrlational Assembly relating to the Governtaentrs pro-

posed guaranteeing of moneys lent and subscribed to the

Tegat Tea Eactory Company Limited, the Kebirigo Tea Fac-

tory Company Limited., the Imentj- Tea Factory Company Lim-

ited and the lkumbi Tea tr'actory Company Lir:rited' by the

Commonwealth Development Corporation, James Finlay and

Company Limited, Eastern Produce ( Holdings ) Linited and

Brooke Bond Liebig of l(enya Lirnited.

The Kenya Tea Developr',rent Authority came i-nto being in
1954 as a successor to the former Special lrops Develop-

ment Authority - this }atter body having been establishecl

in 1950. The I{.f.D..\. was established for the purpose of

promoting, financing and controlling the development of tee

to be grov'In by small-holders. The Order setting up the

.{uthorityr providest'as one of its functionsr that K.T.D'A'

wi}l It establish, acquire and operate processing factoriest
to enter into agreement for the establishment of factori-es t

and to promote and subscribe for shares in any Companf in-
corporated in Kenya for the purpose of processing or marke-

tin6 teatr. In pursuance of this objective ti,e I{.T.D.4.

has to-date established six tea processing factories, in
Kisii, I(ericho, Kiarnbu, Kirinyaga and I'tryeri Districts of the

Republic and the funds used for financing the establishment

of these factories have been guaranteed by Government.



tr'rcm its inceptionr the Authority, with loans from the
conrnonwearth Devalopment corporati-on, the world Bank and other
Ienders, has expudecr tea growing by smalr-hor-d.ers from a sma1I
acreage of 8,4O0 in lg6l/6j to 4g,OOo acres in I9ZO. In ISZO
the value of tea exports was fl1 ZrTO4r!44 making it the second
largest export earner after coffee. production of tea by smalr_
holders rras increased from r-.4 rnilr-ion rbs in 1963/64 to slightry
over 15 million fbs in Lg6g/?O, and this lncrease is expected
to gein mo'e,tum in future as a resur-t of expanded and accele-
rated planting programmes now being undertaken.

When the Authority c:.me into being in 1954, only about
18,Joo smal1-hold.ers were grorvi-ng tea in the country, and during
its first year of operation produced an inconre of fl1 4?1923.
To date, the rlumber of smar-r--holders grouring tea under the Auth-
ority, has increased to 54 rlOO gror,vers, l.;ho produced. made tea
to earn tirer:l E'l ,Z13 rZeO last yeer.

The Authori_ty is novr establishing four add.iti.onal_
in hericho, Kisii, Murangra ancl Meru Districts for the
of smal-l-hol_der grown tea.

rn respect of each of the tea factories, a company has been
formed to buildr own and operate the factory by means of finance
in the form of equity capitrrl and 10ans. The equity capital is inthe forrn of ' founders ' shares and 'r Growers rr shares, the founders t
shares being taken by K-T.D.A. and the loan lenders, and the Growersr
shares to be allotted' to growers in terms of the Articles of Asso-
ci:'ti-on of each company, whi-ch und.ertakes to pay d.ividends of at
leest 89( on its issued share capital. Much of the greater portion
of the fi-nance comes from the roans now to be made to each factory
companyt ,vhich are to be secured by first d.ebenture charges on the
compan:irs assets and arl- of rrhlch-:ca*y interest at gls, per centum
per annum anC are repayable to over seventeen or eighteen years
by ( unequal ) half-yearly instalments starting ia 19?3_?4 and
fi-nishing iir 1990-1992.

The fi_nancing agreements for each tu.a factory company pro-
vide thet upon the r-oan lenders becoming entitled to appoint a, r€-
ceiver under tkre debenture security ( that is, upon the tea fac-
tory making defeult under the debenture ), the Government wiIr,
if so required by the lenderr purchase the lenderrs debenture
and shares at par value together with any interest and d.ivid.end.s

fac tories
processing
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respectively accrued or in arrear.

The respectlve tea factory companies and lenders, and the
amounts of the lenders I shares and ]oans I 3rt? as f ol}or,vs: -

1. Tegat Tea Factory Limited,

l,enders: C.D. C.

Jrmes Finlay & Co. Ltd

Estimated factory cost K.

Kericho District.

frOan

sterling €'116 166?
r fl1 16 1657

shs.4,10o,oo0/-

Shares

K. Shs

Shares

50 poo/-
5/_

5c poo/-
5/_

il

2. liobirigo Tea Factory

Lenders: C.D.C.
Jaues Finlry & Co.

Limited., Kisii District.

IrOan

s terling €,115 ,66?
rtd 'r f,116 t66?

K

K

Shs.

Shs.

Estirnated flctory cost K. Shs. 4r1OO pOO/-

3 . Imenti Tc -r Fac tory LiLnited , at Ks.there in IYIeru District.

l,oan Shares

sterling fl155,555 K. Shs. SOTOOO/-
t' fl ?7 ,??8 nil

4 rjlzrooo/-

Lenders: C.D.C.

Eas terr: Produc c- ( Ho taings )

Estir"rated factory cost K. Shs

4. Ikumbi Tea Factory lirnited,

LenCers: C.D.C.
Brooke Bond Liebig Kenya
Ltd.

.at Kigumo in Murangta District.

Loan Shares

sterting f,115t5OO K. Shs. IOrOOO/-

K.shs.1,98o,ooo " 5/-

Estimated factory cost K. Shs. 4rSlOrOOO/-

Each factory coropany has an authorised capital_ of K.Shs. 2OO pOO/-
divided into 20tooo shares of shs.5/- eachl K.T.D.Ats sharehording in
each case approximately equals that of the above lenders, the balance
of the shares being avail.able for issue to growers.

Tl:e totar contingent liability of the Government under ar1 of
the above tea fectory loan and share quarantees is the eouivalent of
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K. shs - a61160r?4o plus any i,nterest and d.ividend arrears, for
which the approval of the Assenbly is nor,.r eought.

The current totel contingent liability of Kenya Government
i-n respect of ar-r- *uarentees given to date under secti_on J of
the Gusr3n1q6' ( Loans ) Act ( other tharr those specified in the
Schedule to the ,ict ), amounts to K. fl66r655r9iO. With the
guarentee of K' eSo8rofz equivarent proposed by this sessionel
Paper, the aggregate wi.l_I be increased to K. f,6?1463r99? of which
K. f,?51295r68f rat1s urithin paregraph (:.), and K . fl4|t11? 1114within par,egraph (b), of section J G) of the Act.

Minister for Agriculture

2Jrd JuIy t t9?t.


