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SESSIOi'l/,L FW:'::R NO.~ OF 1985 

iCENYA cov;~R~•;l,;,::: !'.:' GUARAJ-:'l'BS OF' CPEDIT 

TO KENY /\. AlH\!A Y ;_; Liiil'.i'iD BY A 

CON30R'l'IU!•: Or LfJE(; L :~;iJ! B1'J'1KS LED BY 

MIDL/\.1':D I3AI!'.C H_l;:';UC LH'.IT:~D COMPANY 

THE GUJ\R/\l'l 'J'/[ (LOANS ) f1CT (CAP 1+G1) 

I! t 

1. In accordance with the :rirovisions of .Section 5 (1) of the 

Guarantee (Loans) Act . C::,p. L,Gl, the following information 

is laid before the !fa.tioi.al ,'\.s sembly for consideration 

2. The Government !Jropo::;er, l·. o t,'Ua r antce a loc1..n of Un.iterl Stato.s 

Dollllrs amountin:;,; to hundred million (US ;t 100,000,000 ) 

equivalent to u.!)pro::d1111.tt,,ly Konya shillings one billion ar,LL 

six hundred million (Kshn. l G00m ) to be made availa ble to 

Kenya Airways Limited hy a c01rnortium of European Banks 

led by Midland Bruik Plc in United !Cingdom, Banque Inclosuez 

in Fra"'lce anrl Drcsdnt!r Bank i .n \-!est Germnny. 

3. Kenyn Airways is a limit ed liability compa ny incorporated under 

the provis ions of the Col!lpanies Act (Cap. l.i86). All the shares 

a.re held by the Governr.1e;:t th::1.t is 99:'~ l>y TreautJ\iry and ].~;~ by 

'Ministry of 1rrru1Gport a nd Cornm·,mications. Under the Articlti s 

.. /2 

_ _ l 



of Association of tho c,.,mpany, Kr:nya Airways Ltd., 

has powers to raise l0nns or credit for purpose 

relating to its operation~ from such sources, in 

such amounts and on !Jllch coridi tions as the Board of 

Directors may approve. ,1:-.-i of now the Company hus 

no external indebtc:lnesn . 

ifor,otintions have alrea dy taken place with the afore-

said European Banks aJ1J. Uw crcdi t insurers via Export 

Credit Guarantee Dep,\rtment ECGD of United Kinr;dorn, 

m~~MF.S of West Ger,i1:my ar.d CO~•'i\CS of }'ranee on the one 

part a.'1r1 the Kenya Gov.;;:rnment appointed Ne gotiatin[; 

'l'eam on the other pa1·t wher.:: u r,on c.1~reeme nt has b<?cn 

reached to the effect thut the total proceeds of the 

said credit v1ill be used to finance the purchase by 

Kenya Airways of two Airbus Industrie A310-300 Aircraft 

scheduled for delivery :Ln May and September, 1936. 

Li-. '.l'he term of the proposed ct·edit is ten (10) yenrs. The 

total credit of US$ 100 m will be procured us followG;-

US 20 million from Uni. tcd Kingdom, US f6 l~o million from 

Frunce and US % l+o rnillion from \'lost Germany . The credit 

amount is further cU 1d. c10,:, into· two Tranchefl A and 13 

re:presenti.nrr 6?..r;-F;:. anrt 22. ;>';.' of the total credit respectively • 
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Under Tranche A the Ui,i. t ,:d Kingdom, Frnnce and \le.st 

Germany interest rate :n.'f:: 11 c.c' d O 7 r.:n.' ~ t . 1, .-:;,.., nn u • . :Jn re..,pec 1ve. y. 

Under Tranche l3, the Un i L,d l~i.nzrlom I Prance and \-/est; 

Germany interest rate.s are: 13.625%, 13.125'i~ and 9.0;: 

respectively. The c~eJi t attracts a commitment fee at 

the rate of 0.11.7(, p.:r :'.. 1 i i;11.i 1-:eftinning from 22nd July, 1985 

on the acco~nt of the credit undishursed from time to time. 

In a<ld:i.tion the horr,,1-li:r \/ill pny rnanagemer,t fe ,-:s at the 

rates of o.Jit;-~ flat of Uw total amount of the credit. 

5. The creel.it is co~u:i.tiona l, inter alia, on the provision 

of the c:uarantee l iy the K<'myn Government under the Cuc1rantee 

(Loo.m,) Act, coved.nc nl.l 1myment of fees, interest and 

principal due from _!(en:;a Ain,ays Ltd., under the credit 

ac;reement. 

The Government therefore requests the National Assembly 

to approve that tho GovP-l'rn:H.m t rnay guarantee the rer,ayment 

of the credit :reforrcd to above. The Government has 

recommended that Kenya Airways Ltd., should borrow the 

funds for its re-eq_uiJ)iuent proe;rnmme to ensure that the 

airline is competctive nhd efficient. In addition 

proe,Trunmc l{enya ;\ir\-iays is an important tool for promoting 

tourism a."'ld export tr-ad.c thus enable the airline increase 

its foreicn exchn.n ge ec.rnings. 
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6. ~~he current total con i:i.nc;ency liability of the Kenya 

Government in respect o:: ;_:uarantee f~iven under 

Section 3 ( 3) of tho Gtuu·,U1 tee Loans Act ( other than 

those spec:Lficd in th -~ i;c),r:dule to the Act) a.mounts 

of convennnts exp,•r:c:;E: ,0 ,1 :: n :01·eign currency as per 

.rc1.ra{!raph (b) and !(.~; · 1tG, :Jl1f,4<)7 is in respect of 

convenants eX!):reBF.:ed i:1 Kerya currency as per paragra11h 

(a) of Section 3 (;,) of' t:1e Ac t. 

Df-:. J. P0 !3F!1'l' CU,:O 

ACTING t-!D!IS'l'EH FOR FHIAi-!C1~ 


