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AFN 215/01 

MINISTRY OF FINAlTCE AND PLA1':NING 

SE,SSIOJ\TAL PAPER NO. I or 1978: 
G01rERHJiilEHT GUARANTEE OF A LOAN 
TO NAE:OBI CITY COUNCIL BY THE 
WORLD BAN1i ( IBRD) FOR 'L'HE 
NAIROBI WATER SUPPLY PHASE II 
UNDER THE GUARANTEE LOANS 
AC'r ( CAF. 461 ) 

THE TREASURY 
P.O. Box 30007, 

NAIROBI. 

In accordance with the provi,sions of 
section 5(1) of the Guarantee (Loans) Act, 
( cap 46'1) Laws of Kenya, the following 
information is laid before the National 
Assembly for consideration and approval. 

2. The Government proposes to guarantee 
a loan in US dollars thirty million (USt'.30 
million) equivalent to approximately Kenya 
pounds (K£ 12,000,000) at current rates of 
exchange to lJe made to the Nairobi City 
couneil by the world Ban_k ( International 
Ba1ik :or Reconstruction ana_ Development.) 

3. C:,he Loan bears interest of ? . 9 per cent 
per a1num. In addition, the borrower shall 
pay to -;he Banl~ a commitment charge of three-
fourtis of one per cent (ti, of 1;/,) per annum 
on thc, principal amount of the Loan not 
withdrawn from time to time. The interest 
and ot:ier charges shall be payable semi
annuc1: ~y on February 15th and Aur;ust 15th 
in eac' year. The principal amount of 
the LoE::-. is repayable O\rer a ~period of 20 
years i~1luding a period of 5 years 
moratori1::11., .P.,.s securit~y for the Loan 1 

the Fairo .i City Council wilJ. issue a 
series o~ ~onds or promissory notes 
covering ;, 0,~h advance and maturing in 
accordance '.Tith an amortization schedule 
already agreed upon. 

4-. This Locin Ls subject upoL ti.e 
provi,sion of E. g-:arantee by the Go-rernment 
under the Gu,carn·,'oe Loans Act co"1c;~inrc; the 
principal intcres~ and other 0 .ha:cge,1 
payable on th~ enico1. 0 .c,ment of the 
iuarantee agr 0 ement Uhcl9r the Bonds o, 
D ,-
promiSSory Iio--:es to oe p:co-vi,1<"n by ul:!.e 
Nairobi city CJuncil. 
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5. The Government has agreed and decided 
that the Nairobi City council should obtain 
the Loan it requires for financing the 
second phase of Nairobi water Supply 
project which embraces expansion of the 
existing Ngethu water Treatment Plant to 
capacity of about 160,000 m3/ per day, 
construction of a transmission main 
about I metre in diameter and about 36 
Jrrn, long, construction of about three 
distribution reservoirs, about two 
distribution pumping stations, about 23km, 
of various trunk mains, about 20km. of 
secondary distribution mains, about 200km. 
of tertiary distribution mains and other 
related structures in order to increase 
the Water ~roduction and transmission 
capacity of Nairobi's Water Supply system 
and to extend the distribution system to 
cater for the growing population and 
industries. 

6. BY this paper, the National Assembly 
is requested to approve and agree that the 
Kenya Government may guarantee the Loan 
intimated in paragraph two of the paper. 

7. The current total contingent Liability 
of the Kenya Gover=ent in respect of 
guarantees given under section three (3) 
of the Guarantee (Loans) Act (other than 
those specified in the schedule to the 
Act) amount to K£,303 ,365,291. VJj_th the 
proposed guarantee of K£.12,000,000 the 
aggregate will be increased to Kti:,315,365,291 
of which Ki;,226,886,019 will fall within 
paragraph (a) and K£,88,749,272 within 
paragraph (b) of Clause 3(3) of the Act. 

l\lWAI KIBliKI 
MINISTER FOR FINANCE AND PLANNING. 


