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t LOPI{EI{T (TiiE I.',IORLD BANK) l')R FINAI{CI}IG TIIE DEV}ILOF'IE}IT

TI{E I)CTEI..ITIAL OF T.TIE GEOTbl]|}X,IAL FIIII,D AT OLKAI?i,\, LOCiIT]JI)

SOUTH OF LAI(E NAIVASIIA.

1. In accordance vrithr the tlr )visj-ons of secticn 5(1) of
the Guarantee (Loans) Act, (Clapter 461) Lervs of Ken5z2, the
information set ot.t in the r,aj:afiraphs follovuing is laiO
before the Nation:Ll Assemblr for the Assemblyrs consideratiorr
and approval

2. The Governmen t. of Kenya _Droposes to guarantee 2. l-oan

of an amount in va.rious currencies equivalent to forty rniliion
u. s. dollars ({J. S,$40,000,000), which r-s eqLlivalent to Keily:r

Pounds fourteen rillion, seven hundred aad ei.ghty tho'-rsaud

(Kg14,?BO,OOO) al current exchange rates to k'e macle to the

Kenya Fower Corngtrl,)7 Limited a who11y ovinecl Governnont Conpany,

by the Internati.,la1 Bank for Rer:onstruction an(l ilcveloni:ient
(The lTorld Bank).

3. This loan fo,..olvs closely the engineering loarr of nine

million dol'Iars :J. S. $9, O0O, 000 ) 'rCvanced b3r tire I{':r1d Bank

to the said I(eny1 Power Company Liraited in l)ecembcr, -1-g?a-

ancl alSo /guaranteed by the Governlient under Sei:;sj-onai- Fai:er

No. 3 of Lg?g. The loan was llr-,ed for -t'inancing Llie cost o1'

cirilling product jon we1Is for geotirermal si;eam at Ol}i.,lria
sufficient to 1l,)ver an electricitl' generating plant oi' nlanls
with the (,apecj'ty of at least 3011'1, and installing 'Elie

neceSSar.' welI-tread equiument for COrtrolling stcarn -i.'1r-r:rt suc''li

wel15. Inis pi.:rse was so SUcceI s'ful11; acconplj.shed that thr.

Vlorld Bar:Ir ac<:epted the l(enya ? )Ner Comnany'S reque;t." f or fr

loan of II.S.$40,OOO,O0O, for t] e seccnd rrhase or thc n;:o;ect.
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4. The loan bears interest of 7.95% per annuro and w111

be repaid over a period of L7 years including 3 years oerio'
of grace or moratorium. In addition, the Borrovrer shal1
pay to the lirorld Bank a commitmr:Dt charge of three fourths
of one per cent (* of l%) per annum on the principal amount
of the loan not withdrawn from time to time. The interest
and other charges are nayable semi-annually on llay lb, ancl

November 15, in each year.

5. The Government attaches grent importance to the develop-
ment of arternative sourees of cheap energy. The development
of geothermal resources at Olkaria is the flrst sten tovrards
this direction. The Government has therefore agreed that the
Kenya Power Cornpany should obtain the said loan of
U . S. $40 , 000 , 000 , surc j ect to a government guarantee of the
repayment thereof r :ard the suecessful connpretion of the
proj ect .

6(a) The loan will be applied towards
the project which rvilt be executed in
Part (A) will conslst of:-

financing the cost
two nhases. Ithase I

of

(1)

(2)

(3)

(4)

(5)

DriIling of production ,uel1s for geothermal steam
and installation of the necessary well-head
equipment for controllinc steam from such wells;
Construction of a power station,residential
buildings, access roads end ancillary works;

Installati-on of a steam gathering system from
the well-heads to the no;rer station.
Installation of one lsiliry turbine generator
rvith e- capability of producing 95 GI{H annually,
complete rvith all auxilliaries and ancillary
eleetrical and mechanical equipment includin6;
control equipment and switching station.
fnstallation of about ZZ ki-lometres of 132-IW
transrnission line to i-nterconnect the Olkaria
generating station r,vith the Naivasha substation.
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Planning for this part of the project is alread.rz so

advanced, that the works will be comrrleted b:r July 1, 1981.

(b) Phase I Part B consists of an irnportant element

of the project, the training of the personnel of the East

Afriean Power and Lighting Company (E.A.P.&L) in the operation

and maintenance of the exlsting and nroposed facilities on

both conStruCtlon technical matters, and management without

which no project of this size and complexity would succeed'

The East African Power and Lighting Company Limited, a company

in which the Government holds majority shareholding is the

executing arm of this proiect. There rvi.l] also be two

studies under this nhase, one to evaluate further geothermal

development at olkaria, and two, a feasibility study for the

proposed I(iarnbere hydroelectric power project |n Eastern

Province.

?. Phase II of the project yyi1l consist of (1) Dr|lling of

production we}1s for the sunnly of geotherrnal stearn (2)

Installation of a seconcl 15-141{ turbine generator with a

capBbility of oroducing about 95 GIIIH annually, complete with

all auxilliaries and ancillary electrical and mechanical

equj-pment, and construction of related minor civil works.

The project will be completed by June 30, 1983'

8. The Government therefore requests the National- Assombly

to approve that the Government may Euarantee the repayment

of the loan referred to in naragraoh 2 of this paper.

g. The current total contingent liability of the Government

of Kenya j-n respect of Guarantees given under Section 3(3)

of the Guarantee (Loans) Act (excluding liability under

collateral and those specified in the schedule to the Act)
amount to K€2130 ,732,O94. IYith the proPosed guarantee of
U.S.$4O,OOO,0OO equivalent to I(fL4,7BOr000 the aggregate

will be increased to 1',I-275r5L2,094 of rvhich K812,585,583 rvi11

f all rvithin paragraph (a) and K€262,962,511 paragraph (b)

of Section 3(3) of the Act.
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