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SESSIONAL PAPE NO.3 0F 1974

GOVERNMENT GUARANTEE FOR A LOAN OF US llor4OO'OOO
(equrvALENT To Kr3rttarzet) BEING GrvEN To KENYA
TEA DEVELOPMENT AUTHORITY BY THE INTERNATIONAL

BANK FOR RECONSTRUCTION AND DEVELOPMENT

In accordance with the provi sions of the Guarantee
(toans) Act (cep.46I) r the following information is laid
before the National Assembly relating to a guarantee which
the Gove.rnment proposes to give to the International Bank for
Reconstruction and Development in respect of a loan of
US EIOT4OOTOOO to the Kenya Tea Development Authority.

The Kenya Tea Development Authority is a statutory
body established by the Agriculture (Kenya Tea Development
Authority) Order, L964. The Order provides that Kenya Tea
Development Authority wilI acquirel operate or establish or
enter into agreement for the establishment of tea processing
factories; it wilI promotel finance and control the development
of tea grown by smallholders and subscribe for shares in
any company incorporated in Kenya for the purpo se o f
processing and marketing tea. In pursuance of this obJective e

Kenya Tea Development Authority with the aid of loans from
the World Bank, Commonwealth Development Corporation and
other lendets, has developed smallholder tea industry in
the Republ ic's districts o f Kiambu, Murang'a, Nyeri 1

Kirinyaga, Embu, Meru, Kisii, Kericho, Nandir Kakamega
and KitaIe; and has established processing factories in
nine of these districts.

The Authority has now successfully negotiated with the
International Bank for Reconstruction and Development for
a 1o an o f u. S. Fto r4oo rooo ( 

"quiva 
lent to K€3, 714 1287)

for the Tea Factory Proiect. This loan constitutes part of
the funds required for the Project. The balance will
partly be covered by a loan from the Commonwealth
Development Corporation ( a guarantee for which a separate
Sessional Paper has been pxepared) and the rest from the
Kenya Government.

The Tea Factory Project for which the U.S, FLOT4OOTOOO
Ioan will be usedr cover the construction and equipping
of L7 processing factories which will be xequired to process
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green Ieaf from small-scaIe grow€rsr Each of these
iactories wiIl have an annual capacity of about 1r2OO tons
of made tea. The Project also includes the establishment
within the Kenya Tea DeV elopment Authority of factory
management, training, marketing and other serVices. It is
planned to have the Project completed by the year I978.

Each tea factory to be constructed under this ProJ ect
shalI be owned by a separate company incorporated with
1 imited I iability with applopriate Memorandum and Articles
of Association and having a share capital whol1y subscribed
by the Kenya Tea Development Authority, with suitabl e

provision for acquisition of shares by tea gxowers at a

later stage.

The International Bank for Reconstruction and
Development has agreed to extend a loan of U.S. FtOT4OOTOOO
to the Kenya Tea Development Authority subj ect to the Kenya
Government guaranteeing the payment of the principal
of r and interest and other charges of the loan.

The agreement provides fort-

(u) an interest rate of seven and one quarter
per cent (ti%) ,

(U) a grace period of seven (z) years for the
repayment of the PrinciPaI I

(c) repayment of t
of thirteen (t
date of expirY

(-l.-l.u.
MIN ISTER FOit

principal over a period
years reckoned from the
the grace period.
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The National Assembly 1r now requested to give approval
f:r the Kenya Governmcnt to extend to the International
Bank for Reconstruction and Development the required
guarantee xegarding payment of the principal sun and
interest and other charges thereon in respect of this
loan of U.S. FtOr4OOrooo (equivalent of K€3r7141287) to the
Kenya Tea DeVelopment r\uthoritY.

The current total Government liability of the Kenya
Government in respect of all guarantees.given to date
undex section 3 of the Guarantee (Loans) Act - (other than
those specified in the schedule to the Act) amount to
K€111r7'7Ir245.5. With the guaxantee of K€3r7L41287 equi-
valent proposed in this Sessional PaPer r the aggregate
will be increased to Ks115r485r532'5of which Kt42ro251560'5
falls within paragraph (a), and K€73 r459r972 falls within
paragraph (b) r of Section g(g) of the Act.
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