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’HAR;‘{ I"I I Of {A LOAN ™ -THE XENYA 2OWIR COWPANY
LIMITED FROM THE INTE TONAL DAMET TOR RECCHSTRUCTI
DEVELOPHMENT (THE ¥WORLD BANK) I"OR FINANCING THE DEVE

OF THE POTENTIAL OF TEE GIEOTE! FIBLD AT QLEAER

SOUTHE OF LAKE NAIVASHA

1. In accordance with the nroyvisions of Section &(1) of
the Guarantee (Loans) Act, (Crapter 481) Lews of Xenva, the

information set out in the niragrapns fellowing 1s Iaid
before the MNation:l Assembl; for the As emnly‘s conziceration

and approval.

2. The Goverrnment of Xenya nronoses to zuarantezs = loan

of an amount in vzrious currencies equiv~lent to ferty miliion
U.S. dollars (U.5.540,000,000), which Is equivalent to ¥eanya
Pounds fourteen rillion, seven hundred aand eighty thoiszud
(X£14,780,000) af current exchange rates tn te made to the
Kenya Power Comghny'Limited a wheolly ocowaned Government Comnany,
by the Internatiutal Bank for Reconstruction and lNMgveloument
(The Vorld Bank).

3. This loan fo.iows closely the engineerin” lcan of nine
million dollars 7.5.39,000,000) sdvanced by the World Bank
to the said ¥enya Power Company Limited in Decembder, 1E72,
and aiso guaranteed by the Governient under Seigionzl Paver
No. 3 of 1979. The loan was wred for i{innncing the cost of
drilling production wells for geothermal steam &t Olkaria
sufficient to pover an electricitv generating wnlant o nlunts
with the capacity of at least 30°"’, and installiap the
necessary well-t:ead eguinment for contrelling steam TP, 3UCh
wells. [ais pruse was so succersifully accomplished that the
World Benk accspted the Xenya Towver Commany's reguest. for o

loan of 7].8.540,000,000, for t!e second nhase of the nroject.
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4. The loan bears interest of 7.95% per annum and will
be'repaid over a period of 17 years including 3 years nerio”
of grace or moratorium. In addition, the‘Borrower shall
pay to the World Pank a commitmont charge of three fourths
of one per cent (§ of 1%} per annum on the nrincipal amount
of the loan not withdrawn from time to time. The interest
and other charges are nayable comi-annually on May 15, and

November 15, in each year.

5. The Government attacunes great importance to ithe develop-
ment of alternative sources of cheap energy. The development
of geothermal resources at Nlkaria is the first step towards
this direction. The Government has therefore agreed that the
Kenya Power Company should obtain the said loan of
U.8.%40,000,000, sunject to 2 government guarantee of the
repayment thereof, and the successful completion of the

project.

6(2) The loan will be applied towards financing the cost of
the project which will be executed in two phases. Phase 1
Part (4) will consist of:-

(1) Drilling of production wells for geothermal steam
and installation of the necessary well-head

equipment for controlline steam from such wells;

&I

} Construction of a power station ,residential

(

buildings, access roads and ancillary works;

(3) Installation of a steam gathering system from

the well-heads to the nower station.

(4) Installation of one 15U% turbine generator
with = capability of producing 95 AYH annually,
complete with all auxilliaries and ancillaTy
electrical and mechanical equipment including

control egquipment and switching station.

(5) Installation of about 22 kilometres of 132-%XV
iransmission line to intercomnect the Olkaria

generating station with the Naivasha substation.
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Planning for this part of the project is already so
advanced, that the works will be completed by July 1, 1981.

{b) Phase I Part B consists of an imnortant element
of the nroject, the training of the personnel of the Hast
African Power and Lighting Company (E.A.P.2L) in the operation
and maintenance of the existing and nroposed facilities on
poth construction, technical matters, and management without
which no project of this size and complexity would succeed.
The East African Power and Lighting Company Limited, a company
in which the Government holds majority shareholding is the
executing arm of this project. There will also be two
studies under this phase, one to ovaluate further geothermal
development at Olkaria, and two, 2a feasibility study for the
proposed Kiambere hydroelectric power project in Eastern

Province.

7. Phase II of the project will consist of (1) Hrilling of
production wells for the sunply of geothermal steam ()
Installation of a second 15-H¥ turbine generator with =
capability of nroducing about 95 GWH annually, complete with
211 auxilliaries and ancillary electrical and mechanical
equipment, and construction of related minor civil works.

The project will be completed by June 30, 1983.

2. The Government therefore requests the National. Assembly
to apvrove that the Government may guarantee the renayment

of the loan referred to in paragradh 2 of this paper.

9. The current total contingent liability of the Government
of Xenya in respect of Guarantees siven under Section 3(3}

of the Guarantee (Loans) Act (excluding liability under
collateral and those specified in the schedule to the Act)
amount to KE£260,732,084. With the proposed guarantee of
U.8.%40,000,000 equivalent to ££14,780,000 the aggregate

will be increased to K£275,51%,004 of which Kg£l12,585,583 will
fall within paragraph (a) and ¥£262,962,511 paragraph (b}

of Bection 3(3) of the Act.

MUNYUA WAIYAKI
MINISTER FOR BEHERGY
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