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KENYA GOVERNMENT GUARANTEE OF A LOAN TO THE KENYA POSTS AND
TELEOOMMUNICATIONS OORPORATION (KP & TC) BY THE EUROPEAN
INVESTMENT BANK (EIB) TO FINANCE PART OF THE KP & TC'S THIRD
TELECO/MUNICATIONS PROJECT

THE GUARANTEE (LOANS) ACT, CAP. 451

1. In accordance with the provisicns of the Guarantee (Loans) Act
(Cap. 461) the following information is laid before ~he National

Assembly for consideration and approval.

2. The Govermment proposes to guarantee a loan of European Units
of Accounts, twenty two million (ECUs 22,000,000) eqiivalent to
approximately United States Dollars, fourteen millidx six hgndred
thousands (US$14,600,000) which is also equivalent to approﬁimately
Kenya Shillings, two hundred fourty eight million two hundred
thousands (Kshs. 248,200,db0) to be made available to the Kenya ;
Posts and Telecommunications Corporation (KP & TC) by the European
Investment Bank (EIB) which has its head office in Luxembourg.

Part of the project of an amount approximately United States
Dollars Thirty-two million, six hundred thousands (US$32,600,000)
equivalent to gpproximately Kenya Shillings, five hundred fifty
four million two hundred thousands (Kshs.'554,200,000) will be
financed by an additioral loan from the Tntermational Bank for
Reconstruction and Development (IBRD). Further parts of the

projéqt are expected to be financed frdm_Export Credit Institutions.

in an amount equivalent to approximately United States Dollars,
Sixteen million seven hundred thousands (US$16,700,000).

3. The loan will be repaid within a period of fifteen (15) years
cammencing four years after the signing of the loan Agreement
and will bear interest on the principal amount of the loan
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withdrawn and cutstanding from time to time at the naminal subsidized

rate in accordance with Article 95 (2) of the Lome II convention.
. g

4. The Kényi Posts and Telecammunications Corporation is a-parastatal
of the Government of\ Kenya which was established under the Kenya Posts
and Téecommnications Act, Chapter 4il of the Laws of Kenya. The
Corporation will be the Borrower and the executing agency of the
proposed project. The Ministry of Transport and Commnications is .
the Parent Ministry which is responsible for the operations of the
Kenya Posts and Telecommunications Corporation. The duties of the

- - ——

" Kenya Posts and Telecommunications Corporation incluide the following:—

(a) establisiment and operation of postal services and per.‘ormance
of incidental services relating to the receivinz, collgcting,

sending, despatching and delivering of postal articles;

(b) establishment and operation of telephone services and
performance of incidental services relating to the issuing,

receiving and paying of money orders;

(c)- establishment and operation of telephone services and :

performance of incidental services relating o providing,

n
t

installing and maintaining of telephone apparatus;

'(d) establishment é.nd operation of telegraph services and \
perfomanée of incidental services rélating to receiving,
collecting, despatching and delivering of telagramé, and
establishment and opeation of radio communication services,
regulation and control of radio cdnmmication and pfovision,
installation and maintenance of necessary equipment for any
othe_:r person authorised to c%pera.te radio cafmuinication.
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5. This loan is required to finance part of the cost of the Kenya Posts
and Telecammmnications Corporation's Third Telecomrunications Project
which is part of the Corporation's 1984 -~ 1988 Development Programme.
“The Kenva Posts and Telecommnunication Rufal Developnent Pro'franne /
follows very closely the Government Development Plan and Prograimes.
- - The main objectives of the Third Teleccmunicaticons Project t ore:i-
- to improve the quality of domestic and Internatioral

telecommunication services; S O 35 Ee [

- o increase accessibility of telephone services throughout

the country especially rural areas;
- to mcdernise telecommunications network;
- to ﬁrovide diveréity in télecmrmmications serxiices =
-  to expand and upgrade the long distance network;

= to handle increased trgffic;
-t improve engineering and equipment repair workshops:

=, to upgrade and improve the corporation's school training
infrastructure for improved performance including curriculum
development. -

‘The project has been planned for subscrlbers growth rate of sixteen

per cem. per annum (16% p.a.) which entails the prevision of additional

external cable plant and trunk transmission equipmaent.,

This plan invoiv €S;
The provision of additional 44,700 automatic 11nes and 3,180

manual lines to the existing network

" The reductlon of line connectlon/extensxon ratio from the pxesont

2 4. to below 2;
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- The improvement of the telephone penetration factor for 100 inhabiﬁants
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fram 0.55 in 1984 to 0.96 by 1988.

The total cost of the project is estimated at Kshs. 1,384,600,000.
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THE TABLE BELOW SHOWS THE OOST SCAARY

ESTILATED (CST

\\_,

A Kshs. Million US$ millinn
Local Foreign Total ILocal - Foreign Toval %

Local Switching network 137.6 518.4 656 8.6 32.4 41.0  47.6
& Subscriber Plant
Long distance transmission -
and Switching equipment 4.8’ 49.6 _54.4 0.3 3:1 3.4 3.9
International Switching 5
equipment and earth .station 1.6 30.4 32 0.1 1.9 2.0 2.3
Rural Facilities - 12.8 = 35.2 48 0.3 9.9 3.0 3.5
Telex and Telegraph 11.2 108.8 120 . 0.7 6.8 7.5 8.7
Buildings 43.2°  17.6 60.8 2.7 1.1 3.8 4,4~
Power Plants 0.6 12.8 13.4 - 0.8 0.8 0.9
Workshops 4.8 8 12.8 0.3 0.5 0.8 0.9
‘Training 16 17.6 33.6 0.7 1.1 1.8 2.1
Consultancy - - 16 16 - 1.0 1.0 1.2
Total Base Cost | 232.6 814.4  104.7 14.1  51.0 65.1 755
Physical Contigency 12.8 40 52.8 0.8 2.5 3.3 3.8
Price Contigencies 96 188.8 284.8 6.0+ 11.8 17.8  20.7
TOTAL 341.4 1,043.2- 1,334.6 20.8 65.3 Es..—ln 100.0
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6. The Government-attaches greatrimporfanceifg the deveizﬁn;ﬁfﬁléﬁdr
improverment of telecammnications throughout the country as necessary
infrastructure for gocio—cconomic developrent. The Goverﬁment
thérefére'réQuests'the National Assémbly to apprbve that Government
guarantee the re-payment of the loan re¢ferred to in this sessional paper.

7. The current total, contingency liability of the Kepya Governmment in
respect of guarantees given under Section 3(3) of the:Guarantee loans
Act (other than those specified in the schedule to the Act) ﬁhounts to
'K£448,326,497_of which k€401,142,000 is in respect of covenants exprassed
in foreign currency as per paragraph (b) and K£46,914,497 is in respect
of covenants e%presséd in Kenya currency as per paragraph (a) of Section
3(3) of the Act. ’
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