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GOVERNMENf GUARANTEES OF LOANS TO KENYA TEA DEVELOP�ffiNf AlJl'J-lORITY 
BY THE EUROPEAN INVESTMENf BANK Af,ill THE_ CO�l\lOM\"FJ\L 11-J DEVELOPMEITT
CORPORATION FOR THE CONSTRUCTION OF FOUR TEA !J:ACTORIES 

1. In ac.:cordance·with the provision of the Guarantee (Loans) Act
�(Cap.461) the following inforn1ation is laid before the National
Assembly for consideration and approval. 

The Kenya Tea Development authority is a state Corporation \\'l1ic.h 
is charged. with the responsibility of fosteting the development 
of tea growers. 

!.,,� ,.suant to this statutory duty the !(TUA �as man:igc-:l 1:0 org2.nise 
planting and g·towi.ng of tea on a total of ab01. .. t 56,000 hec.tres 
.i.1 1 the 12 districts where KTDA s11iill holders grow the crop. The: 
KfDA has been able to organise the constructjon and management 

of a totnl of 39 tea factories where green leaf is processed and 

manufactured into tea for domestic and export nmrkcts . 

In its e:x-pansion progi-anmie KIDA has propose-cl to COiiStruct JS nm ... 
processing factorie� whic. would be adequate to cater for the 
extra crop in the various districts i.0. Kcricho, Kisii, Kabunega, 
Muranga, Kerinyaga, Embu, Meru and Kiambu. lhe 15 nm\' factories 
will process about 150 niill ion KG of Green leaf 0�1t of the 

projected increase of 287 million KG of green leaf and the bala1K.c 
will he processed :in the <::xisti:1g factories ,,,hich are being 
expanded. 

3. lhe construc;tion of the factories wi 11 be in 3 ph::1�.es. Plw::;e l

for h'hl.ch loans have been ncg0tiot12J h·jJl ent�il the constn1ctior:

of four f8c1.ories (one in Kerkhn, t1,:o · in �lurnuga and one :in
Const r\..lct.ion lo•.,·•/"'·'

. .11., I (1t\ 

·Phase 11 comprise six foctodcs to be ready for c(lm: 11 i s�: i.uni!ig
by 1990/�l at the h1test.
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phase III five factories to be completed and commissioned in 

1991/92. 

A total of :i<shs. 409 million will be required to finance phase l 

of this .project -and the sources of funds are indicated here 
• .. 

. below: 

European Investment bank 

~Cl.J's 11 million loan 

ECU's 2.5 million concessionary loan 

Stg.£6 million. Commonwealth Dev. 
Corporation 1o:in 

Total loans to be guaranteed by the 
Govenunent 

KTDA local Banks 

k."fDA own rescurces 

Totnl finance required 

Kshs. millions 

165 

37.5 

·1s2.o 

354. 5 

48.0 

6.5 

.409.0 

5. The Government proposes to guarantee the following th1·ee loans 

· (a) A loan front the European Investment Banl-. amounting 

(ECUS11,000,000) eleven million lvhich is equivalent to approxi111c1.tct

Kenya shillings one hundred sixty five million (Kshs.165,000,000) 

denominated i"l vario:.is European currencies to be made available 

to Kenya Tea Development Authorit:y. The loan shall bear interest 

at. a nominal subsidised a.i. ,ual rate which shc1ll be detennined at 

the tjjne of signature of the finance agreement hut is not e>..11ecte<l 

to exceed n per anmun and shall be payahle semi annually in 

arrears on the dates to be c1greed c:t the time of the signat,ure. 

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

Semi :mnual instalments cononenclng three years after the date 

of signature of the agrec!nent. 

(b) A soft loan amounting to ECU' s t\vO million. fi"e hundred 

thousand (ECU's 2,500,00) equivalent to approximately Kenya 
shillings Thirty seven million, five hundred thousand 

(Kshs.37,500,000) deno111inated in various currencies to be lff:l<lc 

available to Kenya Tea Development Authority by the European 

Investment B,ink. 1l1e loan shall bear an i.ntt·rest Ht cir111ual 

rate of 2% (two per cent) ancl shol l be payahl e in arn~,1rs nn the 
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dates to be determined at the signature of the finance agreement. 
The loan can be used by the Kenya Tea Development Authority f?r 

the purchase of shares in the factory companies or as outright 

loan to factory companies. The repayment of the principal 
amount ·of the ·1oan used to acquire shares in factory companies 

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

Development Authority, on the shares in the respective factory 

company iri" the twelve months expiring on the previous 30th Jt.me. 

Any balan~e ou~standing after 20 years from the date of signature 

of the finance agreement shall be repaid by ~ive equal annual 

instalments, the first instalment falling due on the 21st year 

and the last one on the 25th year from -the date of signature of 
the agreeme11t. The repayment of that part of the principal amow1t 

oft~:: loan used· in making loans to factory company shall be 

repriyable i~ fifteen annual instalments after five years from the 

date c.•f sign~ture of the finance agree1nent. 
I 

' ! 
(c~ A loan amounting to storling pounds six million (stg.£6,000,000] 

equivalent to approximately Kenya shillings one hundred fifty t\vO 

million Kshs .152 ,000 ,000 denominated in sterling poLmds and the 

United States of Ameri~a dollars to be made a-;;ailable to Kenya Tea 

Development Authority by the Con1IT1onwealth Development Corporation. 

The loan shall bear interest at the rate of 7% per annwn payable 

half yearly in arrears. The, .priHcipal amow1t of the loan shall 

be repayable by twenty four equal instalments tbe first of such 

instr1lment to be paid on 30th Sept.ember, 1990 and the last OH 31st 

March in the year 2002 . . 

6. The total current loan liability for the Kenya Tea Dl2!vclopment 

Authority guarantee9 by the Kenya Government is Kshs.687,524,412 

and at 31st Dec. '87. The proposed additional loans of 

Kshs. 354. 5 million will raise Kenya Gcwe:irnrnent to Kshs .1, 042, 0,12 , 1! 12 

7. The National Assembly is requested to approve thnt the Government 

may guarantee the loan of ECUS13.5 millj.011 from tlie Euro:,c~cm 

Investment Bank and a loan of stg. S.6 mj 1 lion f1·om the C1.11rn11onh·cal th 

Development Corporation totalling Kshs.:">54.5 million to Kenya Tea 

Development Authority. 
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8. The current contingent liabilities of the Government in 

respect of guarantees (Loans) Act (Other than those specified 

in the schedule to the act) amounts to KS.528, 944,655 and with 

this guarantee of a SlIDl equivalent to K£17,725,000 the aggregate 

_will be incr~ased to KS.546,669,655 of which KS.495,005,158 will 

fall within paragraph (a) and K£51 ,664,497 within paragraph (b) 

of scc.ti0n 3 n) 0-F the Act. 
. . - . . 




