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sEssloNAl, PAPm N0. t Or' 1985

GUARANTEE OF CREDIT

AYII LIIIIT.]iD BY A

OF EIJ]?OPEAN BANKS LED BY

MI BANK PUIILIC LI}4ITED COI.IPANY

AS AcnllI

THE GUARANTJIIi (I,OA]{S) ACT (CAP 451)

In accordance with the provisj.ons of Section 5 (1) of tlie

Guarantee (Loans) Act cap, 451, the following irrforma.tion

, is laid. before the National Assernbly for consideration

and approval.

The Government prbposes to 6uarantee a loan of United States

Dollaro amounting to hundrecl rnillion (US g 10O,O0O'0OO)

equitalent to approxi.rnately l(enya shilIlngs one billion and

six hundred. mllIion (K"hs. l6oom) to be made available to

Kenya Airwaye Limited by a consortium of Duropean Ranks

led by Midland Bank Plc in United. I(ingdom, Bahque Indosuez

in France and Dresdner Battlt in l^Jest Gerrnany.

Kenya Airways is a llrnited liability company incorporatecl utrder

the provisione of the Cornpeuries Act (cop. 486). AIl the shares

are held. by the Governme'nt that is 9%L by Treautury q9d lil by

Ministry of Traneport ancl Comrnirnications. Under the Articles
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of Aasociation of the Cornpany, Kenya Airways Ltd' 
'

hae powers to raiee l-oatrs or credit for purpgse

rel.ating to its ope::at'ic'rns from 6uch 6ource6' in

Euch amounts and on such conclitions as'.the Board of

Directors may approve. As of now the Company has

no external- indebtedness.

Negotiatione have al.ready taken place with the afore-

said European Banko and the credit insurers vi a Export

credit ouarantee Department ECGD of United Kitr8dom'

HERMES of West Germany anrl coFAcE of I'rance on the ottc

part and the Kenya Covernnient appointed llegotiating

Team on the other part where uporl agreernent has been

reached to the effect tirat the total proceeds of the

saicl credit will beluoed to finance the purchase by

Kenya Airway6 of two Airbus Tndustrie Arlo-too Aircraft

echeduled for delivery in l'iay and September, 1985'

4. The term of tlre prol;osed cre<lit is ten (10) years' The

total credit of us,f loo m will be procured as follows:-

us 20 million from tlnitecl Kingdom, us $ 40 million from

France and US IJ 16 rnillion from West Germany' The crerlit

amountisfurtherdivlr.letij.nto..twoTranchesAandB

repreeenting (>2.7|1, an,l 22.r)'" of the total credit respectively.
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., Under Tranche A the llnitL:C I(ingdom, France and lJest

Germany interest rate ar'(j z 17;'J' 11.5?', ar.Ld, B.?5iL reapectivel-y'

Under Iranche B, the Ll;riLcti l(i:rgdom, France and \'Jest

Germany interest ratcs r.r'e: ri'6?'':Lt ]-7'125i and 9'a/'

respective)-y. The crerl it' ;rl't'rarcts a commitment fee at

the rate of O. lSi' i,et',,,,t,,,,n beginning from 22nd Ju1y, 1985

on the account of t},c cr,ectit undisbursed from time to t,ime.

In addition the borrorvcr iviJl pay Inanagement fees at the

ratee of o.l{)L flat o1' t}ie total anount of the crecli.b.

The crodit is coptliti'orra1 , i'rrIr"r Alja' on the provisicn

oftheguaranteebyt.i.rrrllcnyrtGovernrnentunderl-lreCuirratnti:.1

(Loana) Act, cr:verinil a1 I payrnent of fees' interest and

principal due from.Keny r\irvrays Ltrl'r under the credit

agreement.

The Government therefore recluests the l'lational Assembly

to approve that the Governrnent may lparantee the repayment

of the credit referred to above' The Government has

recommended' that Kenya Airwa;rs Ltd' t should borrow the

funde for its re-eciuj.prnent programme to ensure that the

airline is competeti're anrl ef ficient' In addition

programme Kenya Alruir"s ir; an important tool for prornoting

tourismandexporttra.]ctlrusenablet}reairlineincrease

its foreign exchange e:rrnings'
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