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EAST AFRICAN TEA TRADE ASSOCIATION

Tea Trade Centre, Nyerere Avenue
TEA BROKERS AND THEIR ROLE IN THE MOMBASA TEA AUCTIONS

Tea Brokers oporabe under the auspices of o East Afica Tea Trade Association
(EATTA} which i & voluntary, pen-profil umbrafia body representing the Intarests
of the tea mdwstry in Africa, EATTA has 180 mambers conprising of Producars,
EBrokers, Buyurs (Exporters), Warehousemen and Packors drawn from 8 countries
(Kenya, Uganda, Tanzania, Rwanda, Bunmdl Democratic Republic of Conga,
Malawi, Madagasear and Mozambiqual,

EATTA in the auction organczer that runs (e waakly Mombasa Tea Auctions and is
Buided by clear nules and regulations that ane under periodic consultative mview. The
Tea Brokers hokd & key position (n the vilue chain within the trada. 4 the information
age, thay sit al the confluence of multiple streams of data, crealing value for the
1205 that they handle, and based on such factons as quality, supply and demand and
peervalling markat anvironments.

Therse Brokers am Limited Liabdity Companiss registersd under the Company's Act,
Cap 488, under the Laws of Kenya. Abhough they conafitule » small percentage
of members within the bea rade, they penesle daproporionate atention due o
the critical rols that they play in the value chain, Much ke surgeons, lawyors and
financial atvisars, Tea Brokers are prodessionats whe chare brokerage loos, and
who through the years have aamed thelr rospect (he warld oviar for prolessionalism
and integrity.

A praspocive Tea Broker must be registered a8 a busingss with the govemment,
and lieensed by the Tea Directorato, The aubsenuent application for membership
1o the EATTA must be able to fumish proof of human resourees wih demonsirable
akills principally in tea tasting, reporting and evaluation, as well as market analysis,
onnsulling and suctioning. In additien, Ihe prospective Broker mast provide evidence
thal he hea sustainabke Producer support, a8 well 88 appropriste financial resourcos
or @ guarantea of at least KshA0 milion as further pretection of the Producer's
intisrests during the Broker's day to day managemant of Uve leas allocated for sala,
Witimmtaly, it i the Taa Producer who appolnts the Buoker depanding on that Broker's
crodentials and his ability to salisly the Producer that his teas will be managed
professionally and always in the Producar's best intenests.

Tea Auction

A 183 auction i a platform superintended by the Taa Brokers 50 a8 1o lacilate the
buying and selling of lsa offered for sake, subjected to compatitive bidding and the
acceptancs of the highest bid as the sclling price i the Buyer. Tea auclions have the
ovarmdng advantage of snabling the unhindered paricipation of sellars and buyers
50 a6 fo generate robust compatition and produce an aplimal phice for aach tea.

Functions of a Tea broker

A Ta Broker ts an INTERMEDIARY between the TEA PRODUCERS and BUYERS

[EXPORTERS). in ardar 19 fullill this role, a tes broker ks expected o have acquingd

fhe skills bo nandis the faliowing funclions:

*  Roceta sampies from producers and distribute {0 buyers,

*  Teatasting and quality a5sessmant.

*  Market Intelligonce: understanding existing fea markat dynamics through
consulting widsly with producers and buyers lo appreciate the Supply - and
demand postions of bath parties, and by deing g0 to amh at profections of
anficipated marked behaviour. Additional knewladge is gamered by research
In Incal and internalsnal news on lea, and by keeping abreast of local and
infernational regulatary initiatves affecting the sector

. Markoting: tha Broker's constanl msloraction wish the Buyars (Exporiers)
anables him lo understand the market requirements, which e passes on jo the
Producer to maat.

* Auctioning: this crucial skill anables a Broker fo conduct the sate of taas in 3
regulaled and highly campatitive satling aimed at anlling large armounts of teas
1o Buyers (Expariars) at the highest possible markat pricer. The abilily o make
orrect ivatantananus docisions unter pressure n acoopling or refusing Buyers'
(Exportars’) bids i a crucial abilly,

+ Consulling: Pruduucmo-c-usonmanurammng texs that the Buyers [Exporens)
are willing to purchase, and Buyers (Exporters) worddwids endaaver ta procure
high quakity 1eas for their clients. The Broker consults with both Fraducers and

mea(Erpmnrs:auasmmhtnmmmlmnhamnmmhmm-
party Io the other. A Broker uses this knowledge to comribute cansulativaly
towarnds the production of an acceplable quality of tes, and by &0 doing msintain
Buyar (Expartar) kayalty and help 1o improve the auction piice realised.

* Monitoring the timely paymant of sales procesds by Baryers {Exporbers) and
remitance of the sams o Producers. (Buyers (Exportars) must pay in full for
thair purchases within a specific deadline known as the “prompt date,” which
in the case of Mombasa auctions i 10 warking days from the dabe of audtion.
Onza this |5 Rilfilled, Brokers releass dosuments of titke to the teas to the Buyers
(Exporters), enabling them to take defivery for shipmant 10 their clionts,

Ten Brokars carmy out simdar funcliens In auction centres in India {Calcutla, Guwahali,
Cachin, Caimbatore, Slligur, Coonoor): Sn Lanks {Cosambia); Indonesia [Jakarta).
Bangladesh (Chittageng), and Malaw! {Limba).

Brokars' Revenuse

Broker's eafnings are in form of @ commission basad on the realized ks prica of
the taa, and expressed in terms of a percentage. 11 is thomfone in the Broker's besl
Imbereat o always strive for the highesl possible prica for cach tea on olfer,

As wilh comparable 183 indusiries globally, the EATTA chocses to consultathshy
mgulate commissions padd 15 Brokors, so that they are differentinled only by the
Quality of sarvicas 1hay offer 1o Producers and Buyars (Exporiars), Brokers Serving
the Mombaga auctions eam a commission for sorvice rendersd e e Producers and
Buyars (Expomera).

The Tea Auction as a principal sale and distribution channal

Tea broking has exisled far cver three conturles, and most of the world's leading Tea
Producer acknowledge auctions as ihe mosl vibla mathed for e regular sedling
and buying of Eige volumes of tea. The first reported taa auction was held in London
in 1706, In Kalkata (India) in 18681, In Colombo (Sri Lanka) in 1803 and in Easl Africa
in 1958, initially in Nairebi then maving to Mombasa in 1968

Whather ovarseen by reguinlors such as |n ndia and St Lanka, or by privaln
enterprise such as the EATTA in Africa, lea auclions offer the Benaft of being pubic
and franspatent in vakee realization. Accordingly, regulnfars in India and Sri Lanka
have continued to refine and relnforce e suclions, and incraasing volimes are now
sald through this ehannel. Batween ihe year 2008 and 2012, S Lanks and Kenya
traded 5% and 64% of their 1ea production fhreugh the auction and feiched BVEragg
peicas of USIOVKR of 3,71 and 2.91 respeclively.

Distribution af Auction Teas among Brokers
Brokers in the EATTA compare well with thelr counterparts in sther counlies in terms
of the ratio of brakers 1o the velumaes auctionsd,

Indis: india has an annual produclion In excess of 1.2 billion Kgs of tea, Taas
aflecated to avction are sald in & main auction contres disparssd in the provimity of
the taa growing regions, and serviced by the relatively law number of 18 Brokers:
some aperale in only & single auction centre, bul many of them have branch offices
in multiple auction centres. Most of the teas traded in the Indian auctions ars for
consumption within India,

3 Lanka: Sri Lanka has one sucton centra located in the tapital Cokormbo. Nafienal
tea production sverages 3130 millicn kgs annually, and the auclions sysiem s sanvicad
by 8 Brokera. Most of S Lankan |ea is value added

Africa: The majorisy of African beas are exported Typicaily, the recant volume of 1ea
grown by EATTA mamber preducers b cver $40,000,000kgs, of which 6% 5 seid in
the auction by 10 Brokers. {in the past this number has been 12),

Twa Brokars Association, EATTA

For further infarmation and clarification, contact the Managing Director, East
African Taa Trade Association, Tea Trade Cenirs, Nyerere Avonue, PO Box
B5174 — 80100 Mombasa. Tel: (+254 41} 230003 2XT 23367,

Mobite: G733 2087000722 2085699, E-mail:infoideatte.co.be.
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