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SESSIONAL :PKPER No, 3 of 1973 

Government Guarantee of Moneys lent and subscribed 
to tea factory companies established by the Kenya 

Tea Development Authority .. 

£.HE GUARANTEE (LOANS) ACT 1 . CAP~ 461 
. . ' . 

In accordance with the prov:1_s ions of the Guarantee 
(loans} Act, the following information 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 and George Williamson 
Kenya Li.mi ted. · 

The Kenya Tea Development Authority came into being in 
1964 as a successor to the former Special Crops Development 
Autho~i~Y.-:this latter body having been esta,.blished in 1960, 
The K.T.D .. A. w.as established for the purpose of promoting, 
financingJ and controlling the development of tea to be 
grown by small - holders. The order setting up the 
Authority,, provides, as one of its functions that K,T,D.A. 
will "establish, acq_uire and operate processing factories,· 
to enter into agreement for the establishment of factories, 
and to promote and subscribe for shares in any Company 
incorporated in Kenya for the purpose of processing or marketing 
tea. qi In pursuance of this objective the K.,T. D. A. has to 
date established ten tea processing factories, in Kisii-
Nandi, Kericho ., Kiambu. Kirinyaga and Nyeri. Districts of 
the Republic;· and the funds used for.financing the 
establishment of these factories have been guaranteed 
by Government, 

From its inception; the Authority, with loans from the 
Commonwealth Development Corporation, the World Bank and 
other leaders, has expanded tea growing by sma11".":'}10lders 
from a small acreage of 8,400 in 1962/63 to 64.600 acres 
in 1972" In 1972 the value of tea exports was £13,600,000 
making it the second largest export earner after coffee, 
rroduction of tea by small-holders has increased from 
566,801 kilos in 1963/64 to 13,316.861 kilos in 19·72. 
and this increase is expected to gain momentum in future 
as a result of expanded and accelerated pli:tnting 
programmes now being undertaken in the K"T~D,A, •s 
Fourth Tea Project. 

When the Authority came into being in 1964, .only about 
18,300 small - holders were growing tea in the country, and 
duriug,i.tG first year of operation produced an income-of £147"923, 
To-:date the number-of small holders growing tea .under i;he 
Authority is 66 1 900 growers, and this is• to be ,,increased· 
to 100 _1 000 in the new plan_ ending 1977/78, 
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In resoect of the Chebut Factory like other tea 
f~ctories, ~ comp~ny h~s been formed to build, own and 
oper::: te the f -:,ctory by means o:f fin.::mce in the form of 
equity c~pit~l end lo~ns. The equity c~pital is in the 
form of "founders" sh~re~l the :founders I sh.J.res being 
t :::.ken by K. T ., D. A~ , the lenders ,c\nd the Gr o,·;ers ~ The sh.:::.:r es 
v,-ill be .c:clloc~ ted to gro ,ers in terms of th,;::: /:,rtj_cles of 
/.s s oci2- ti on of eaeh Company, vrhich und.ert-:.kes to p.:::,y 
dividends of .::t le-:,st 8% on its issued share c2.p:i.tal. Much 
o:f the gre::.ter portion. of :fin:ocnce comes frur;r the loans now 
to b'-? m,:ide to the £act ory comp2.ny, which u.re to be secured 
by £irst debenture ch?,rge on the comr:-2.ny assets arrtl 2,ll 0£ 
,Hhich carry interest at 8% per cent per 2cnnum and 2-re l!'.e:pz.y ... 
able over 17 ye~rs by half - ye~rly instalments starting 
1974 and finishing in 1991. 

The fin::_ncing 3-greements for the te2. factory compan;( 
provides that upon. the 103.n lenders becoming entitled to 
appoint· a receiver.- under the depenture security (that is,' 
upon the tea factory making default under the debentilref, 
the Government will, if so required by the lenders, pci:tcha$e · 
the lenders' debenture and Share at par value together with 
any interest and <fividends respectively accuxed or in 
atre-2.rs. 

The contributions to ca.pi tal by the K. T vD ffl'" ~ and lenders, 
will be as follows:-

Chebut Tea F2..cto:cy Company., Kex;icho Dist.xi-et., 

Lenders CDC 

George Williamson 

Sterling 

.Sterling 

K. SH. 

Sstim2.ted fe.ctory cost:·· 

LJ, 600:;ooo /= 

Loans 

£127,700 

£105,000 

£392,860 

Shares 
- :re -~ 

50 ,ooo 
5 

49,995 

The factory company has an authorised capital of 
K.!iif,.200,000/1= divided into 20,000 £ounder:s sh2.res o:f ~ ... 5/'= 
e cl.Ch c2.rrying (.11) votes and 20,000 grovrer-s shares of 
K.Si-t~ 5/'= each c:c_rrying 1 vote-,. 

The tota.l contillX]ent li2.bili ty of the Gove:i::nmeni:: tmder: 
the above tea factory loan and share guantees is the 
e,:Juivalent of IC.SH. 4.-,520.1-10/== (K.SH, 44,860 + sterling 
£232,700 at a.n exchange rate of K,SH. 17 1 50 - £1 sterling, 
such rates being subject to alter~tion); plus any interest 
and divided arrears, for ·which the 2.pproval of th€ 
N1c:1_tional Assembly is now sought. 



I 

The current total contingent liability of Kenya 
Government in respect of all guarantees given to date 
under section 3 of the Guarantee (loan) Act (other than 
those specified in the Schedule to Act); amount to 
K .. shs il, 916,042 ,66b.. "1.nTi th the guarantee of Kashs. 4,520 1110 
equivalent proposed by this Sessional paper, the aggregate 
will be increased to K.shs,.1 1 920 1 562~770 of which 
K .. shs .. 579~334,890 falls within paragraph (a)~ and 
K.shs_l,341,227,880 within :paragraph (b), of section 3 (3) 
of the Act .. 

MINISTER FOR AGRICULTURE 

Jlst May; 1973.;, 




