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SESSTONAI PAPffi NO 5 OT' 1988

GovERNMEIflT GUAIANTEE OF LOAN TO NATTON.tri, HOUSII$G GONPONATION

BY.J.P. MORGAN SECURfIIES INC; TIffiOUGE TIIE IlNf[ED SIAIES AGENCY

FOR INIERNATIONAI }EVELOPMnT

IHE GUARANTEE (LOAliS) Ac[ (cAP.45r)

L In accordance with the provisj-ons of the guarantee (Ioans)
Act (Cap 451) the following information is laid before the
National Assenbly for consideration and approval.

I

2. fhe National Housing Corporation is a body corporate existing
under Housing Act Cap LL? of the laws of Kenya.

uvith the policv ob.iective nment, the7. In 1i.ne with the policy objective of the Governmentr t-tl'e
Natj.onal Eousing Corporation has embarked on a private sector
housing programme aj-med at enhancing the private sectors
capability to plan, design and implement 1ow cost housing
thereby supporting the Governmentrs effort of arrestj-ng the
growth of upplanned slums and i1Iega1 settlements in the
urban areas.

4. [he implementation Agreement setting up the programme was

si6ned by the Kenya Government and us Government in
September 1984 to be financed through a loan of US$IO million
vrbich the National Housing Corporation will. borrow from the
United States Capital Slarket. The funds will be bomowed in
, tranches with each trancire being guaranteed by the Kenya

Government. The corporation will on-lend the loan proceeds

to eligible building socj-eties and Housing Finance Institutions.

,. fhe Private Sector housing programme will involve t4.'
construction of approximately 4OOO 1ow income housi-ng
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5.

7.

t 8.

unitswhosedesigns'deve}opmentandnarketinSwillbe
undertaken by private developers--and mort8age finance will

be provided by housing fj-nance institutions from the loans

to be obtained from the National Housing Corporation'

The private sector housing programme will provide home

ownershipsforfaniliesearningbelowthemediumincome
of Ksh. )rooo/- per month. The houses to be constructed are

anticipated to range from service plots to 2 and 1 room

starter units with both sanitary and cooking facilities at

apricenotexceedingKsh.l2otooo/=forthetworoomedunit
andKsh.l*)looo/=forthethreeroomedunit.Themajor
participant in this programae are the lfiinistry of l,ands and

Housing, National Housing Corporation, National Co-operative

HousingUnionrPrivateDevelopers';;andHousingFinance
Institutions -

Messers J.P Morgan Securities Inc, of t}re United States of

America has agreed to lend National Housing corporation part

of the required funds in the sum of ..a ]oan of US$1O million

to be used in private sector Housing. fhe:10car' currency

equivalen.tofthe]-oanisKsh.ls}nillionwhichwi].lbe
repaid by the l,[ational Housing corporation over a period of

20yearswithaBraceperiodofloyearsataninterestrate
of XA6......"..
An arnount Of Ksh. i2 milrion has been }ent by the Government

to the National Housing corporation to establish a tr'orei'gn

Exchange Risk tr\rnd to meet fluctuati'ons i'n-foreign exchange

rates whicLr may occur during the servici-ng of tb'e pro8ramme

loans.
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fhe totarl external loan liability of ilational t{ousing

Corporation guaranteed by tire lienya Governlrent as

Ksh.?or[95r?68asatloth'Junetl98B'Theproposedadditional
IoanofKsh.]-8}millionwillraisetheexterna].Iiability
ofl{ationa}HousingCorporationguaranteedbytheKenya
Governmt:nt to Ksh' 25i 

'895 '768'
The l{ational Assembly i-s requested to approve that the

GovernmentmayguaranteealoanofUs6lomi}lionequivalent
toKsh.}8}mi}lionfrommessersJ.?.I/lorganSecuritieslnO.
to the Nationat Housing Corporation'

[lhecurrentcontigentliabilityoftheGovernmentinrespect
of Guarantee (Loans ) .iict (Other than those specified in the

schedule to tlre Act) amounts to Y,96?o,61o'615 with the guarant

ofKfl9'Iio'ooo(equiva}enttousglonillionproposedinthis
sessional paper, the aggragate will be increased t,o KF'679,78o,

of whic n K€'8rr489r49? falls within paragraph (a) and

Kg'r96r29L,I19 rvithin paragraph (b) of section 
'G) 

of the Act
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Ilon. George Sait

t


