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GOVER}$IF,NT C,IIARANTEES OF LOA,\S TO KEMA TEA DEVTLOPNIENI AIITI.IORITY

I|\ryESTI{ENI BANK AI{D TIIE C0[SOM\ti\L1]l DEVELOPIIIENI

FoR THI C0NSTRIJCTiON 0F F0UR T]rA FACIORIES

accordanc-e rvith the provision of the Guarantee (Lcans) Act

(Cap.461) th.e fol.lowing information is laid L''efore thc National

Assembly for consideraticn and approval.

Thr.' (en;.-21 Tea Developnrent authority is a state Corporation r''hich
:- r,'..;1'1orl r^rifh fho respon:;lbiiity cf fosLerirtg the de'":elopnent

of tea grol{ers.

Persr:ant to this statutory dutl'thc Ki'U;t hi,Ls mrnaged i-o orgalti-se

p1a:rt.ing end. groi.,ing of tea on c total c:, about 5'or000 hectre:;

in the 12 districts tdre:re KT'DA srtall holders 8ro1{ tlle cl'op. Tla

KIDA. iras br:r-'n al'rle to olgarrise thc cort.strr-iction ancl w,:uigcment

of a totnl of 39 tea factcries tvhere g,reel ieaf is processerl and

manufacturcd itito tea for dotne-stic and cxpoi't markcts.

Tn its cxpiutsiort l'irot)l'anuile: Kl'Dr\ ltas i,,r'oposcd t-o c-onstrtict' 15 i'tcit

processing factorics i,'hich tiould bc adcquatc to catcr fcr the

extra crop itr thc r.eriotrs distrjcts i.c. Kcricho, Kisii, Kakanega,

Ivlura:rga, Kerinvaga, [rrbu, tr'lr-:r'tr end Kialubtr. 'lhe 15 trcw I'actot'i-cs

will ptoc-css abotrt 15Ll rnillion KG of Grecn lc'af ottt of thc

projcc-t.ed inc-rca.st: of 2liiz rnillion KG of grc,ell leaf anC the beiance

will be processcd in the existj,rg factclries whjch ale being

cxpenrlc,.!

The constrlrcticn c;f the lactor-ie,s t.rill irr: in 3 pl-,il:;c.;. Phasc i
for r..'l-rji:h loans l'iarr-: irccl; u.)l.ctjl,icd iill.1.. cl,tail rllc t:o:lstrtl:lj-ln
g1f i-9ut' j'act6r"i c's Itrrt,: ir, Kt't'i,-ilo, Iivo iri l.ilrralr11lt il]t('] ('ll(t ill

Kjlitryarili). Corr-((rti,.:riclr j.s ri)lj)(-rctecl Lo sl.ilrt iit 1!)37/8li f i;;.r..l:c;ll

1,car 1'ot' cr-vnplr-'t i:r;i ll 19ljl)ril{) i-inirr:ci:l ""-'lr.

I'ira:c I i c.r;ii,i--,'r'.i-sr' s:x ltii:tot'ics; t-c hc i'i.iclv f or coiimr:;sicn-i-rl'.1

by 1!)90/9I at tli.; ia tcsl-
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phase III five factories to be ccglpletd and corsnissioned in

L99L/92,

A total of Kshs. 409 niLlion wiLl be reqr-rired to finance phase 1

of this project and the sources of ftrnds are indicated trere

IGhs. millions

European Innestrent bank

EqJ's 11 milLion loan
I

ECIJ's 2.q miLlion concessionary loan

Stg. i6 milLion. CqupnrrrcaLth Drev.
Corporation Loan

i

Total Loans to be grraranteed by the
Government

IfiDA loca1 Banks

KIDA o'wn resources

Tota.I finance required

-165

37.5

5

152:0

354.5

48.0

6.5

409.0

The Governrent proposes to guarantee the following tht'ee loans

(a) A loan frour the European fnuestrent Bank amounting

(8C1rS11,0001000) eleven mi.Llion wtrich is equivalent to approximately

Kenya shillings one htrndred siity five million (Kshs.1651000,000)

denominated in various European currencies to be made available

to Kenya Tea Development Authority. The loan shall bear interest

at a noninal subsidised arurual rate which sha1l be deteranined at

the time of signature of the finance agreement but is not expected

to exceed 7eo per alulum and shaLL be payabte semi annua1.1y in
arTeal's on the dates to be agreed at the time of the signature.

The principal amount of the loan shall be payable in tiventy four.

Serd annual instalments con[Encing three years after the date

of signature of the agreement.

(b) A soft loan amounting to ECIJ's two miLl-ion five hundred

thousand (ECt's 2,500,00) equival"ent to approximately Kenya

shillings Thirty seven million, five hundred thousand

(Kshs.3715001000) denominated in various currencies to be nade

available to Kenya Tea Development Atrthority by the European

Investment Bank. the loan sha1l bear an interest at annual

rate of Zeo (two per cent) and shal1 be payable in arrears on the
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dates to be determined at the signature of the finance agreement.

The loan can be used b1, the Kenya Tea Developnent Authority for
the purchase of shares in the factory companies or as outright
loan to factory corpanies. The repayment of the principal
anount of the loan used to acquire shares in factory conpanies

shal1 commence five years from the date of the signature of the
finance agreement and the instalment payment shall be equivalent
in ECU to one half of the net income received by the Kenya Tea

Development Authority, on the shares in the respective factory
corpany in the twelve months expiring on the previous 30th Jtme.

Any balancc outstanding after 20 years from the date of signature
of the finance agreement shal1 be repaid by five equal annual
i:rstalments, the first instalment falling due on the 2lst'year
and the last one on the 25th year from the date of signature of
the agreerh€rit. The repayment of that part of the principal amount

of the loan used in making loans to factory company shal.l be

repayable in fifteen annual ins.talments after five years from the
date of signature of the finance agreement.

(c) A loan .rrnotrnting to sterling poLinds six rnillion (stg.s6,000,000)
equir,alent to approximately Kenya shillings onc hundred fifty trvo

million Kshs.152,000,000 dr:nominated in sterling pou:rds and the
united states oi America dollars to be made available t-o Ken1,a Tea

Developnrent- Authority by the Conrnonrvealth Development Cotporation.
The loan shall bear interest at the rate of 7qo per aru1rm payable
half yearly in arrears. The,principal anount of the loan sharl
be repayablc: by twenty four equal instalments the first of such

ihstalment to be paid on 30th septr.nrber, 1990 and the last on 31st
lularch in the yeatr 2002.

The total current loan liability for the Kenya Tca Dcveloprpnt
Authority guaranteed by the Kenya G<,ierrunent is Kshs.687,524,47?
aird at 31st Dec. '87. The proposed additional loans of
Kshs.354.5 nrillion w.i1l r'aise Ken1,a covonrmcnt to Kshs .L,042,042,412.

Ther National Asscnrbly is requested to approve that the covernment

may gllarantee the loan of IrCtJSls.5 million flonr the Euroj)ea1}

Irtvestntcnt- Bank and a loan of stg.S6 niilliorr lronr the Corrunonirealth

Developnrcnt. Corporation totalljrrg Kshs.354.5 milljcn to Kcn1,a Tca

Developrnent- luthority. :
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8. Tlre current contingeia fi"Uifities of the Governnent in
respect of guarantees (toans) Act (Other than those specified
in the schedule to the aci)'asnrmts to Kg528,914,655 and r,rith
this guarantee of a stmr equivalent to Ks,L7 ,Tzs rooa the aggregate
will be increased to K[546r669r655 of ffiich K9495r005,].5g r{rilL

i

falL withia paragraph (a) and Kt51,664,49T wirhin paragraph [b)
of section 3(3) of the Act.
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