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MINISTRY OF FINANCE
SESSIONAL PAPER NO . .1" 1993

KENYA GOVERNil{ENT GUARANTEE OF A LOAN TO KENYA TEA DEVELOPMENT

AUTHORITY FROM EUROPEAN INVESTI{ENT BANK ANID COMMON"I'EALTH DEVELOP-

iliENT CORPORATION ( CDC )

In accordance with the provisions of the Guarantee (Loans)
Act (Cap. 461) the following informati-on is laid before the
Natj.onal Assembly relating to a guarantee by the Government
j.n respect of a loan of ECU 18,000,000 equivalent to Kg65 ,734,650
fron European Investment Bank and a loan of Stgf13,OOO,000
equivalent to KS60,509 ,345 from Commonwealth Developrnent Corpora-
tion (CDC) to Kenya Tea Development Authority.

The Kenya Tea Development Authority (KTDA) a who1ly owned

. Government Company, is undertaking a project comprising the
,., construction of one tea factory in Vihiga District and expansion

of 23 existing tea factories under its management. The Cornpany's
factories to be expanded in 1992193 and anticipated to be

commissioned in 1993 comprising tlie first phase of Borrower's
e>lpansi-on programrne are: -

f'actorv Di st r ict Fact orlr
Mununga

Kinoro
Kapset
Thet a

Kanyenyaini

The factor5' to be expanded
commissioned irr the second
programme are: -

in 7993/94 ancl an-uicipated to be
phase of the Borrower's e>rpansion

1

z,

(1ru
Klegol
Kapkoros
Ilungania
P.ukiriri
Gat hut h i

iliu::ang' a

Meru

Keri cho
Embu

Embu

Nyer i

District
K i r inyaga
l'{eru
Kericho
Kiambu
Iiurang' a
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Factorv

Nyansiongo
Kebirigo
I,iyankoba

Mataara
Njunu
Ndima

District

Kisi i
Kisii
Kisii
Kiambu
Murang'a
Kirinyaga

Factory

Ikurnbi
Tegat
Kambaa

Makomboki

Thumaita
Ogembo

10.'t

13.0
18.O

District

Murang' a

Kericho
Ki-ambu

Murang I a
Kirinyaga
Kisii

39,805 ,982

60,509 ,345
65,734,650

3. The cost of the project will be partially financed as follows:*.

ECU KC

trli 11ions

Borrower's own funds ECU

Long-term loan from
Coramonwe a 1t h Deve lopment
Corporation (CDC) StgS
European Investment Bank ECU

L66,O49,977

1. The loan of ECU 18 million from Eurrrpean investment Bank has
the following financial terms:-

(i) The ioan shal1 bear interest at a nomlnal subsidized
annual rate of 5% per annum anci sha11 be payable semi-
annuaI15.

( ii ) The l-oan wi 11 carr5' a maturity of 15 years , 11 5.ei-rs
repalment period payabie seni-an:uai1y and 4 5.ears grace
period.

( iii ) The l-oan has a grant eLement of 25.44(r,. The loan is
concessional i. e. sof t-term l-oa.n.
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The loan Stg913,000,000 from Comrnonwealth Development
corporation has the following terms:-

(i) The loan shall bear interest rate of z.s% per annum
payable serni-annuaIly.

(ii) The roan will carry a maturity of L4 years, L2 years
repayment period payable semi-annually and 2 years grace
period.

(iii) The loan has a grant erement of z.god,o. The loan is non-
concessional or commercial

As at 30th Apri1, 1gg3 the KTDA had outstanding foreign loans
of approximately usg12,42s,ooo equivarent to Kt37,444,42r at
the exchange rate of Ksh.60.zrz9 per doIIar. with the
additional loans of KLL26,243,995 the toral external indehtness
of KTDA will increase to Ke163,6g9,472.
The National Assembly is required to approve the Government
guarantee of a loan of ECU 18,000, OO0 equivalent to
Ks65,734,650 from European rnvestment Bank and a- loan of
stgc13,000,000 equivarent to Kc60,5og,B4s from commonwearth
Development corporation to Kenya Tea Development Authority at
e>:change rate of Ksh.73.O3B5 per ECU and Ksh.93.OO13 per Sterling
pound respectively.
The current total contingent riability of the Governnent of
Kenya in respect of guarantees given under section 3(3) of the
Guarantee Loans Act (other than those speci-fied in the schedule
of the Act ) amount to Ke 3 , 3)Z ,Zr+1 ,0r+4 and with the guarantee
of Kshs .2 ,524,879,900 equivalent to KLr26,243 ,ggs whi-ch is
proposed in this sessional Paper, the aggregate amount witl
be increased to K83r468r485,039 of which Kg40,163,O41 for
1oca1 guarantee fall v;ithin paragraph (a) ancl Kg3,42E,321,,gg5
for external guarantee fall within para

6

I

B

of the act.
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b ( b ) of Section 3( 3 )


