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KENYA GOVERNMENT GUARANTEE OF A LOAN TO THE KENYA POSTS AND
 TELECOMIUNICATIONS CORPORATION (KP & TC) BY THE EURCPEAN
INVESTMENT BANK (EIB) TO FINANCE PART OF THE KP & TC'S THIRD
TELECOMUNICATIONS PROJECT e o I

THE _GUARANTEE (LOANS) ACT, CAP. 451

1. In accordance with t“ﬁ provi cions of the Guarantes (Losns) Act
(Cap. 461) the following information is laid before vhe Naticnal

Assembly for consideration and approval.

2. The Govermment proposes to guarsntee a loan of Furopean Units
of Accounts, twenty two million (ECUs 22,000,000) egiivalent to
approximately United States Dollars, fourteen milliol six héndred
thousands (US$14,600,000) which is also equivalent to ap@ré%imately
Kenya ShlllanS two. hundred fourty eight million two hundred
thousanda (Kshs. 248,200 OOO) to be made availasble to the Kenya
Posts and Telecommunications Corporation (KP & TC) by the European
Investment Bank (EIB) which has its head office in luxermbourg.

Part of the project of an amount approximately United States;
Dollars Thirty-two million, six hundred thousands (US$32,600,000)
eguivalent to prlo\1mately Kenya hlllTl‘ s, five hundred fifty

four million two hundred thousands (Xshs. 554,200,000) will be
.fhmmmdbyana&hﬁomd]QazﬁantmaHﬁmmaﬁmmlekjmr
Reconstruction and Development (IBRD). Further partis of the
project are expected to be financed from EXport Credit Institutions.
in an amount eguivalent 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 (12) years
commencing four years after the signing of the loan Agreesnent

and will bear interest on the principal amount of the loan



{

withdrawn and cutstanding from time to time at the nominal subsidized

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

4, The Kfqy& Posts %nd.TeLecanﬁun¢catlons Corporutloq is a.parastatal
of the Government of Kenya.whlch was established under the Kenya Posts
and Tdeeommunications Act, Chapter 411 of the Laws of Kenya. The

" Corporation will be the Borrower and the executing agency of the

proposed projecte The Ministry of Transport and Communications is
the Perent iinistry which is responsible for the operations of the
‘Kenya Fosts and Te‘ecuﬂnunlbatlong CorporatIOH The duties of the

~=7 77 " Kenya Fosts and Talercrmunicatins Corporation zncLude the following:—

(a) establishment and OD““dTlOD of postal services ‘and per. ‘ormance
of incidental services relating to the receiving, 6011uct1ng,

sending, despatching and delivering of postal articles;

() establishment and operation of telephone services and
performance of incidental services relating to the issuing,
receiving and paying of money orders;

(¢) establishment and cperation of telephone services and
performance of incidental services relating ko providing,

installing and maintaining of telephone apparatus;

-(d) establishment and operation of tengrﬂph services and
per;orﬂoﬂce of incidental services re1at1nﬂ to rDcer11g,
collecting, despatching and delivering of ielegramﬁ, and
establistment and opsation of radio gcaﬂmnication sServices,
regulation and control of radio caﬁnunicaiion and provision,

: installation and maintenance of necessary equipment for any

other person authorised to operate radio communication.
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. The main objectives of the Third Teliscd ibhred e
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5. This loan is required to finance part of the cost of the Kenya Pestis
and Telecormnications Corporstion's Third Teleconrunications Project

which is part of ’Lhe Corpor a+1on s 1684 - 1988 Devel opnent Programme.

The Kenva Posts and Telecomikin Lcafzou Fural DeveloE Prsrrr YR

i
follows very closely the Government Deve clopment Plzn and Programnes.

-  to improve the quality cf domestic and Ir‘u:,rnam onal

tolsconpminicotlon eI oes,

- to increase aecessibility of u,Lepncm\, servieces throughout

the country especially rural areas,;
- to modernise telecommmnications network; 2
- 1o provide d:wersﬁy in tele c,o,.,mmu,ﬂ,luz_u services;
-  to expand and upgrade the long distance network;
—  to handle increased traffic;

—  to improve engineering and eq_ui‘gment repair workshops;

- to upgrade and improve . the cor p"‘"atlon s schoel training
infrastructure for improved pzrformance including curriculum
developmnant.

The project has been planned for subscribers growth rate of sixteen

!'T"

per cent per antum (16% p.a.) which “‘“Jlg additional

sl

external cable plant and trunk trapspission equi This plan invol &8

—  The provision of additional 44,700 autcratic lines and 3,180

manual lines to the existing networlk;
— " The reduction of line connection/extensiorn ratio from the

2.4. to bhelow Z;
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— The wmp:qvement of the telephons pcnc1r tion factor for 100 imhabitants
fram 0.55 in 1984 to 0.9€ by 1988. '
7 _The total cost of the Dromct is estmated ot Kshe. 1,384,600,000.
THE TABLE BELO: W OSHOWS THE COST
ESTIMATED CCST
Kshs. Million 08¢ millizn
Tocal _Foreign 'fotal Local n  Tocal _—

Tocal Switching network 137.6  518.4 HEG 5.6  32.4 41.0 476
& Subscriber Plant- '
Long distance transmission _

and Switching eguipment 4.8 49.6 54.4 0.3 BT 3.4 3.8
International Switching -

equipment and eayth station 1.6 30 32 0.1 1.9 2.0 2.5
Rural Facilities - e L 35.2 48 C.3 2.2 3.0 3.3
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 3.5 A g
Power Plants 0.6 12.8 i3.4 - 0.8 0.8 ¢.3
Workshops 4.8 8 12.8 6.3 6.5 0.8 0.9
Training 16 17.6 33.6 0.7 i LB 2.1
Consultancy * - 16 16 o 1.0 1.0 1.2
Total Base Cost : 232,6 8l14.4 104.7 14.1 51.0 65.1 7.5
Physical Contigency o 12.8 40 _ 52.8 0.8 2.5 3.3 2.8
Price Contigencies " s isem  mae B0 ILE  IT.8 - F.T
TOTAL " 341.4 1,043.2- 1,384.6 20,8 65,3 86.1 100.C
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6. The COVDIHTe“t GTToch grea, Wmﬁortqvﬁa to the dpce

improvanent of teleconnmnicaticns throughout the country

o e,

Qpneht and

AS necessary

infrastructure for sccio-econcmic develonnent. The Governament

therefore requésts the Natibnél.Assembiy,to aﬁprove'that

1

guarantee the re-payment of “the loan referred to Al 1this

7. The current total contingency liahility of the Kerva

Government

Sessional paper.

Government in

respect of guarantess given under Section 3(3) of the;Guarantee Toans

Act (other than those specified in the schedule to the Aot ) &¥ounts to

'K£448,326,497 of which K£401,142,000 is in respect of covendnts ex ULG?QPd

in foreign currency as per paragraph (b) and KE46 914,497 is in respect

/ i
of covenants expressed in Kenya currency as per paragraph (a) of Section

3(8) of the Act.
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