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(PROPRIETARY) LTD AND INVESTEC BANK LTD OF SOUTH AFRICA

1

AND KENYA BAILWAYS CORPORATION

In accordance with the provi_srons of the Guarautee
(Loans) Acr (Cap 461 of the Laws of Kenva) the following
i-nformaticn is Iaid before the National Assemblr-
for consideration and approval..

The Kenl;a Railwavs Cbrporation rs a who1lr' owned
Government parastatal, which was established under
The Kenya Railways.Ccitporation Act Cap BgT of 1928.
The Act of Parriament provided for the establishement
of the Corporation to be known as Kenya Railways,
for the transfer to Corporation of the undertakings
of the East African Railways Corporation within
Kenya.

Kenya Railways Corporation is faced with inadequate
locomotive availabilitv. as a result of which hauling
capacitl' has declined bv almost 3Or,r. As a result
Kenva Railways Corporatlon has accordingll' studied
several options for short term measures to address
the problem including: -

Steppi-ng up spares supplv to reclaim immobillsed
l-ocomot ives .

Re-powering some of the exist:-ng locomot:.\,es whose
avaj-labilitt'have cieclined due ro age and abselensence
Leasins 10 No r]'pe I locomotive-s to :_mprove hauling
capacit r- unt i I a more permanent mot ive po\\'er is
established.

llitir the fu11 support of rn€.Governmen-. the Kenva
Hal rwavs corporat ion ha*s enrererl into r 1ea.se agreement
"'itlr Trar.*<iraci.e( tne CommercLr-I Arrrr ol Sooor-ne-l
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and Investec Merchant Bank Ltd of south Africa !

(appointed by Transtrade to handle financial interest
in the agreement) for the lease of 10 rocomoti-ves
at a monthly hire charge of South Afrlcan Rand(R)
954,800 which is equivalent to KShs. 19,573,OOO.
As the lease wirr be for a period of 4g months(4
yrs) the rental charges for 10 loeomotives wirr be
R 45,830,400 which wirl be equivarent to KSh. g3g, so4, ooo
at the prevailing exchange rate. Kenya Railways
is arso exploring the possibilitv of purchasing new
locomotives before the expirv of the lease agreement.
The payment for the 10 No. Locomoti.ves wirr be made
monthlf in advance at the rate of R gs4, goo per month
(equivalenr to KSh. 19,SZ3,OOO) which is the daily
hire charges and insurance for 31 davs. The rease
charges rv1l1 be escalated at the rate of 6% per annum
ciuring the lease peri.od. The 1O Locomotives will
generate total revenue of KSh. 132,450, OOO per month
which wirl cover the monthly rease charges and reave
a balance of KSh. L1-2,gZT.OOO.

Transtrade will maintain the rocomotives on KRC's
faciritles at their(Transtrade's) cost using their
imported spares. They wilr set up component maintenance
facilities for sub-assemblies ar their expense which wourd be
used by KRc as we1l. They will maintain a minimum of go%
avai-labllitv on the locomotives using KRC staff to be
hired to them. and the1, wir] provide the necessary training
required for these staff wlthin the country and 1n the Republiq
of South Africa.
AS at June 1993 the Kenva Railwavs corporation had
outstanding f oreign debt of Kt 1-O2 ,Zb4 ,gOS .23.
The National Assembly is therefore requested to
approve the Government Guarantee of a Iease
of R 45,830.400 equivalent ro Ksh. g3g,S04,OOO
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from Transtrade (Proprietary) Ltd to Kenya Railways
Corporation. This guarantee is being supported
because according to the poricy paper on pubric
Enterprise Reform and privatisation of Lgg2, Kenya
Railways corporation was classified as a strategic
eommercially oriented state enterpri.se to be ratained
in the public domain.

The current total contingent of the Government
of Kenya in respect of guarantees given under
section 3(3) of the Guarantees Loans Aet(other
than those specified in the schedule of the Act )
amounts to Kc 3,535 ,972,14o and with the Guarantee
of KSh 939,504,0O0 equivalent of KC 46,g7b,2OO
which is proposed in this Sessional paper, the
aggregate amount will increase to Kt B,Sg2,g47,B4O
of which KC 40,168 ,O44 for Iocal guarantee will
f al1 wlthin paragraph ( a) and Kt S,S4Z,6g4,296
for external guarantees within paragraph (b) of
Section 3(3) of the Act.

Parlrar.
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