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Kenya GovernEpnt Guarantee of a Loan to Kenya
Pipeline Company Limited by International Bank
for Reconstruction and Development.
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THE GUARAT.ITEE (tOAliS) ACT

(<:aP. 'i01)

In accordance with the provisions of the Guarantee
( Loans ) Act (Cap.'161) , the f ollowing inf ormation is laid
before the riational Assembly relating to a guarantee by
the Government of the obligation by the Kenya Pipeline Company
Limite<l in respect of a loan of US $2C million equivalent to
Kg7 1142r86(0 guaranteeci by the International Bank for
Reconstruction and Dvelopment.

The Kenya Pipeline Company Limitecl a wholIy owned .{
Governnent Compu.ty i. undertaking the construction of a
1rt inch oi1 products pipeline between the oil refinery at
Mombasa and the oi1 companies t storage depots in the industrial
area of Nairobi. This pipeline will transport gasoline,
kerosine and gas-oil required for the Nairobi market and
markets upcountry from Nairobi, presently undertaken by the
E.A. Railways Corporation and private roac transporters.
Products will be oumped through four pump stations between
Mombasa and l{airobi in a pipeline to be submerged below
the ground.

The transportation of liquicls by pipeline is generally
regarded as ithe most efficient means available. This has
been confirmecl in respect of the transportation of petroleum
products between Mombasa and I'lairobi by consultants emPloyed
bV the l(enya Pipeline Company ancl also in a detailed project
apraisal unclertaken by IBRD. Owing to the clifficulties in
obtaining suffi-cient tank calS from tbe E.A. Railways Corpora-
tion, shortages of petroleum products have on Occasions
alreacly occured ancl such shortages are Iikely to increase
over tbe next two or three years. For these reasons, Govern-
ment hzrs ddcided that the construction of the oil Products
pipeline between l,lombas:r and j'dairobi must be unclertaken as
I matter of urgency. ltenclers aIe already being arranged for
the supplying of equipment and the construction of the
pipeline.
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After deterilecl apraisal of the pro ject, the Interna-tional Bank for Reconstruction and Development has offeredto lend the [enya pipeline Company Limitecl g2O millionfor the purchase of the steel-pipe and oflrer supplies
( i-ncluding accruecJ i nterest) required for the project,
subject to a. provisi- onofag uarantee by the Governmentunder the Guaran-tee (Loans) act, covering all paymentsfees, interest ancl principal due from the Company underloan agreement.

The term of the loan will be for 20 years with amoratorium of principal repayments of four years. rnteron the loan will be payable at a rate of B| per cent per
annum.

The current total contingency liability of the
Kenya Government in respect of guel.rantees given uncler
clause 3 of the Guarantee (Loans) Act (other than thosespecified in the schectule to the Act) amounts to I<ELz4rl-With the guarantee of the lr-f,7 ,L4?., EoO proposecl, the
aggregarte will be increased by K{7 ,142, B6b of which
R*5? r8(i21663 will fall within paragraph (a) ancl K€73 r4sgwitlirin paragraph (b) of Clause 3(3) of the'Act.
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Bth May, 1975.
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