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KEMA GOVERI$'{ENT GU.ARANTEE OF A LOA}I TO IGNYA AIRWAYS LINTMED

FROI.{ CREDIT LYONN/IiS B.{NK NEDERLAND N.V.

TTE GUAT{ANTEE (LOANS ) ACI Cap,461

In accordance with the provisiotrs of the Guarantee (Loans) Act
(Cap. 461) t.he follorving information is laid before the National

A:s':ri',b1r' for ccnsideration and approt'al.

Kenya Ainrays is a body c.orporate existing r..rnder Conrpanies Act
(Cap. 486) of the lartrs of Kenya. Kenya Airways has a share

crrpital of Kshs.l(li) mill ion antl it is r,,'holly Gnvcrruiient o,itrcri,

Kcriya Airwa;.'s as Lirt: rtariornl fl.,r citrf ir:r 1-'inr,> ail jrq.;urtat.t

arrd crjtical role in the prornot-jot and sustena-rce of our

Natiorrhood; the tourist industr,v and the erpolt tr:arls; especially'

for perishables. By virtue of Kenl'a Air',r'ays being a r,,'holly oirricd

Gorrernment cntity, the Goverruiic',rt is interestcd in the operationai

rriallilicy arrcl wcl1 being of Kenya Ainr'a1,s.

3. Kenya Airwa'r,s has embarked ou a plogl'aflEne of modernising its
ai-rcraft fleret in older tu ilryrrove its sen,ic:e and corr')cte ttith
other carrj.ers. Kenya Ai.r-rtays ha-s rrntcrcd jnto a contract i+it:h

folcker Aircraft B,V. of Amste-rdalr, tlrc i',cthcrlands, for thc

purchasc oJ' tr^,io fokkcr 5.0 Ai::craft i:ncl rela'ied sl),-rrLrs 1t;rckage

at a totzrl cost of US $30,734,049 rvtric-h is eclrivalent to
Kshs . 522 ,4 78 , U33.

Credjt Ll,orrru'is I];rnk Ncdcrlancl N.\/. has agreed to lcncl Kcnya

Air:tvays Ltd. thc surn of ilS S15,564,it.1!) rtiri'.:ir is equivaletri 1-o

Kshs. 434 ,929 ,323 . 'i hc I oirn oI tls; Ij l5 . S,j4 ,04!) is thc Lralancc

of thc, ptrrchase pricc of tlSS30,'t3.\,[r:19 ]c-ss tht-. advlttce pi-t]Tilcnt

of'llS $.5,:150,0()0 to cnirblc thc }i,:i-:;,;i,^,ir-Irii;,,5 nc.cir-rirc the tv.,n

lij rcra I't . f tr'dit J.);otttt;r i s Jirrrik lLas :tt1t'c'{'d to 13t'i:t-tl Kt'll1'lt ili r'(';ir'':;,

a tttclvc (12) )'ears crc,dit I.a, ii itr ir.i olcia,r' Lo i,uabi,: Kcirl-a
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Ainnrays to meet its obligations conditional to a duly

executed letter of guarantee by the Governmer t of Kenya.

(i) Kenya Airways will repay the anrunt due to Credit Lyonnais

Bank, Nederland in twenty four (24) consecutive half yeatly

instalments the first of which shal1 becone due six (6) months

after the delivery of the l-ast aircraft or on Jr-ure 30, 1989

whichever date is earlier.

(ii) Kenya Airways shall pay interest to credit Lyonnais Bank

on the outstandiag amor-mt at the rate of 10.5 per cent during

the first two years after the delivery dale and at a rate of

7.4 per cent per allnutt on the outstanding amotrnt during the last

tcn years.

(iii) Kenya Ain{ays shal1 pay to the bank a conrnitment fee of

0.5 per cent within (30) days,of the signing of the loan agreerEnt,

thc said bcing calculateci on the total of the loan'

(iv) Kenya Airways sha1l also pay to the bank (for tlie first tinc)

withirr 30 di rs of the signing of tlie ioan agrecr,tent a managerr.jnl;

fce of 0.75 per cent of the ailtount of the loatr and thereafte:' al:

the rate of 0.375 per cent on repalrnent of each instalnent.

The total external loan liability of Kenya Airways guaranteed

by the Kenya Govemnrcnt is Kshs.I,937,L62,893 as at 3L/L2/87"

The proposccl additional loan of Kshs.434,929,323 w:.t1- raise the

External liabilities for Kenya Airways guaranteed by the Kenya

Government to Kshs,2 r37Z 1092 1216.

The National Assembly is reqtrested to approve t-hat tlte Govemment

nlay guarantee a loan of us $251584.049 equivalent to Kshs.

434rg2g,323 from credit Lyonnais Bank, Nederlartd N.V. to Ketrya

Airways Lirnitcd.

The current cont-ilgent liabilities of the Govcmment in respect'

of Guarantec (loans) Act (Othcr than those specified jn the

schedule to the Act) arnotmts to Kg546,659,655 and with this

Euar:antee of a sun equivalent to Kt2i,746,466 thc aggTegate

will be inc::easecl to KS56t1,085,776 of" r,rhich Kl5L5 ,a,21,279 r.ri11

faIl rvithin paragraph (a) anrl Ki.51 , 654,4g7 rvithil paragralih (b)
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of section 3(5) of the Act.

rION GEORGE 'OTI

IvIINI I;OR

lL



lt


