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LOAN AGREEMENT

AGREEMENT, dated the 27 44 day of /\/").' wlid o 1964
among the GOVERNMENT OF KENYA ("Government"), the CITY COUNCIL OF NAIROBI
("Borrower"), and the UNITED STATES OF AMERICA, acting through the Agency
for International Development ("A,I.D.").

1. The Loan

SECTION 1.1. The Loan. A,I.D. hereby agrees to lend Borrower, pur-
suant to the Foreign Assistance Act of 1961, as amended, up to Two Million
Two Hundred Thousand United States Dollars ($2,200,000) for the United
Statezs and local costs of goods and services requircd tor the Project as
defincid in Section 1,2, Goods and services financed hercunder are herein-
after referred to as "Eligible Items" uand the aggregate amount disbursed
hereunder is hereinafter referred to as "Principal".

SECTION 1.2, The Project. 4s used in this Agreement "Project"
shall mean (a) the raising of thc Sasumua Dam by 26.5 feet to provide addi-
tional =torage capacity at the Sasumua Reservoir; (b) the construction of
approximately 58,120 linear feet of water distribution mains in Nairobi,

The Project, including elements not financed by A.I.D. but necessary for
the axpansion of the Nairobi Water Supply System, is described in more
detall in Appendix A hereto, which may be modified by written agreement of
Borrower and A,I.D,

2. Terms of Repayment and Interost

SECTION 2.1. Iatcr:st, Government shall pny semi-annunlly to

A.I.D. in United States dollars interast on the unrepald Principal
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Shillings or such other currency as at tho time payment is mude is legal tender
in Kenya and Borrower shall pay interest to the Government of three and one<half
per cent (3 1/2#) per annum payable semi-annually. The sum of principal and
interest on cach semi-annual installment shall be equal, These terms shall not
be subject to acceleration unless mutually agreed bdetween Government and Borrower,

SECTION 2.4. Application and Place of Payment. All payments by

the Government to A.I.D. shall be applied first to the payment of any accrued
interest and ‘ien to the ropayment of Principal. ALl puyments shall be made

payeble to the order of the Agency for International Development and shall be
deemed to have been paid when rzceived and accepted by U.S.4.1,D. Mission in

Nairobi, Kenya, or as otherwise specified by A.I.D.

SECTION 2.5. Prepayment. Governmeut shall have the right to
prepay, without penalty, on any date on which the interest ts due, all or
any part of the Principal. Any prepavment shall be “lrst applied to the
payment of any accrued interest and then to the vemaining inotallments of
Loan Principal in inver:s order of maturity or as A.I.D. wmay otherwise agree.

3. fGounditiong Precedent

SECTION 3.1. Coaditions Prycedent to lattinl kinancing, Unless

A, I.D. otherwise agrees in writing, prior to the first disburienent, Govern-
ment and/or Borrower, as gpaecified below, shall furnish A L5, the fellowing,
in form and substance satiafactory to A.1.D,
3.1,1. Tho Government will furmish an opinlon of the Attorney
General of the Goverumentl, or of LHLher coungal
satiafactory to AT, that this Agreanant has beon
duly authorized and ratified by and executed on behalf

AJID. lnan 615-H-002
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of Government and constitutes a valid and
legally binding obligation of Government in
accordance with it3 terms;

3.1.2. The Borrower will furnish an opinion of the Town
Clerk, if the chief legal counsel of Borrower, or
of other counsel satisfactory to A.I.D., that this
Agreement has been duly authorized and ratified by
and executed on behalf of Borrower and coratitutes
a valid and legally binding obligation of Borrower
in accordance with its terms;

3.1.3. The Government and Borrower will furnish a
specimen signature of ~ach person designated
in Section 10.1.2. as a representative of Borrower
and of Government ;

3.1.4. The Borrower will furnish cvidence that Borrower hag
secured the proposed financing from the Commonwealth
Development Corporation for those components necded to
expand the Nairobl City Water Supply;

3.1.5. The Borrower will furnish the contractusl arrangements
of the Bo' rower for the consulting engincering gervices

to be {inanced by A.I.D. for the Project;

AOI lDl LOﬂ“ ()ls“”““n\z
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3,1.6. The Borrower will furnish final plans and specifications
for the Project;

3.1.7. The Borrower will furnish with r~spect to Eligible Items
for which any such distursement or commitment document
is sought;

(1) Prior to issuance of a call, if any, for prequali-
fication of bidders or contractors, the proposed
eriteria for determining przaqualifiecation, and
prior to any notice of prequalification, a list
of the proposed prequalified bidders or contractors;

(11) Prior to issuance, any propos.1 Invitation for bids;
and prior to any award of a contract, the proposed
contract,

SEGTION 3.2. Terminal Date for Fulfillment of Conditions Pricedent,

Except as A.I.D. may otherwise agree in writing, if the conditions required
by Sections 3,1,1 through 3.1.4 have not been completed within ninety (90)
days of the date of this Jgrcement and those of Szction 3.1.5., through 3.1.7.
have not been completed within one hundred and eipghty (180) days of the date
of this Agreement, A.I.D. may at any time thereaftor give notlece to Govern-

ment and Borrower of termination of thius Agreement.

A.I.D. Loan 615-H-002
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4, Procurement
SECTION 4.1, Source of Procurcment. All Eligible Items, including

transportation services and marine insurance, shall have their source in
the United States, Kenya, Tanzania or Uganda. Trangportation servicus pro-
cured from a flag carrier of the above countries shall be decmed to have 1ts
gource in the country distinguished by such flag., Marlne insurance 1g3ued
in the United States, Konya, Tanzania or Uganda by a company authorized to
do a marine insurance business in any state of the Unlted States of America
or in Kenya, Tanzania or Uganda shall be deemed to have ita source in such
country of issue. All other goods and services, oxcept trangportation services,
obtained for the Project shall have their source in Kenya, Tanzanla, or
Uganda or countries included in Code 899 of the A.I.D. Geographlc Book as
in effect at the time such goods or services are procured, provided that all
such goods and services shall be tranasportcd to the country of the Government
on its carriers or carriers of Tanzania, Uganda or countries included in
Code 899 of the A.I.D. Geographic Code Book ag in effect at tho time such
transportation i3 procured.

SECTION 4.2. !ethod o ocurement. No more than reasonable prices

shall be pald for Eligible Items and all such Items (except archltectural,

A.I.D, Loan 615-H-002
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engineering, management, and such other professional services as A.I.D.
may specify) shall be procured on a fair compatitive basis. Reasonable
prices (except for the foregoing professional services) should normally
approximate the lowest competitive price for the Eligible ltems procured,
operating costs, quality, time and cost of delivery, terms of payment, and
othar factors conaidered,

SECTION 4.3, Eligibility Date. No goods and services may be
financed hereunder which arise out of orders or contracts firmly placed
or entered into prior to the date of this Loan Agrecment,

SECTION 4.4. Notification. In order that Amerlican small busineas

shall have the opportunity to participate ian furnishing Eligible Items,
Borrower shall, at such time prior as A.I.D. may specify to ordering or
contracting for any Eligible Item estimated to cost moro than the equivalent
of Five Thousand United States dollara (%5,000), cause to be recelved by
A,1.D. such information thereon as A.I1.D. may require, Promptly after the
award of any construction contract costing more than the equivalent of
Twenty-Five Thousand United States dollars ($25,000) cause similar informa-
tion to be received by A.I.D.

SECTION 4.5. Marine Injurange. If in connection with the placement

of marine insurance on shipments financed under Unitod States leglslation
authorizing agssistance to other pations, the Govermmoent, by statute, decree,
rule, or regulation, favors any insurance company of any country over any

marine insurance company authorized to do business in any stal.: uf the

A I.D. Loan 615"”"002
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notice to A.I.D., of the payment of any such procooeds, Borrower shall give

A.I.D. prompt notice of the accrual to Borrower of proccuds from insurance

on any Eligible Itom, whother or not such lngurance was financed hereunder.

Such proceeds, less the cost to Jorrower of such insuranco not financed

hereunder, shall, unless A.I.D. otherwise agroos in writing.

4471,

4,7.2,

4.7.30

Be used to pay for procuroment of Eligible Items

for tho project in Accordance with thu terms of

this Agroement; or

Be used for the project in accordance with the terms

of this Agreement in a manner mutunlly ngreed upon
among Government, Borrowor nnd A.T.D.

Bo promptly paid to A,I.D.j if such procecds are not
paid to Borrower in United Statea dollars, tho amount
of such dollars to be pald Lo A.1.D. shall bo calculated
in the manner apocified in Seotlon 5.4, using the dnto
of payment to Borrower instoad of the dat. of disburse-
ment; any auch pnayment shall bo firat applied to any
acerued interost mnd then to installments of Prinelpal
in tho {nverse ordor of thoir maturity.

50 onta

SECTION 5.1. AAH ¢ ! { gpocina Lett f Cro .

The costs of Eligible Items shall be financed by

5.1.1.

Lottors of commitment for thu costs of Eligible Items of
United Statos sourco in such amounts as Borrower and A.I.D.
shall agros to, to ous or more banking institutiona in the
United Statos dosignatod by thu Borrower, committing

hI.D. to make roimbursemnnt to such bmk or

A.I .D . Ipll“ 615“11-002
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of Government or Borrower with respect to obtaining

this Loan or made or required to bs made hereunder is

incorrect in any maverial respect;

then AI.D., at its option, may give Government and Borrower notice that all

or any part of the unrepaid Principal shall be due and payable by Government

sixty (60) days thereafter, and, unless the default is cured within sixty (60)

days such Principal and all interest accrued thereon shall then be due

and payable.

SECTION 8.2. Termination of Digbursementsi Trarafer of Goods to

4.1,D, In the event that at any time:

8.2010

8.2.2,

80203.

8020100

An Event of Default has occurred;

An Event occurs which A.I.D. determines to be an
extraordinary situation which makes it improbable
that the purposes of this Loan will be attained or
that Government or Borrower will be able to perform
its obligations hereunder;

Any disburaement would be in violation of the legis-
lation governing A.I.D.; or

A default shall have occurred under any other agree-
ment between Government or any of its agencies and
the United States or any of its agencles, or Borrower
or any of its agencies and the United Staton or any of
1ta agenciesy

A.I.D. Loan 615-H-002
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then A.I.D., at its option, may (1) decline to issue further commitment docu-
ments; (ii) suspend or cancel outstanding commitment documents to the extent
that they have not been utilized through the 1ssuance of irrevocable letters
of credit or through bank payments made othsr than wider irrevocable letters
of credit, giving notice to Govermment and Borrower promptly thereafter;
(111) decline to make disbursement other than under commitment documents;
and (iv) at A.I.D.'s expense, direct that title to goods financed hercunder
shall be transferred to A.I.D., if the goods are from a gource outside the
Government's Country, in a deliverable state, and have not been offloaded
in ports of entry of the Government's Country. To the extent that any
costs connected with the purchase and transportation of these goods have
been financed hereunder, these amounts shall be deducted from Principal,
SECTION 8.3. Refunds. If A.I.D. determines that any disbursement
is not supported by valid documentation in accordance with the terms of
this Agreemant, or i3 not made or used in accordance with the terms of this
igreement, or was at the time of disbursement in violation of the legislation
governing Ai.I.D., 4.1.D., at ita option, may, notwithstanding ths availability
of any other remedy provided for in Sectiocn 8.2., requirs Government to pay
AJI.Ds, within thirty (30) days after receipt of a request therefor, an
amount not to exceed the amount of such disburgement, provided that such
request by A,I,D. shall ba made not later than five (%) yuers after the dste

of the final diabursemsnt hareunder, Any sush refund reveived by A,I.D,

AoIo.Dc Iom 615"""002
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designates the Town Clerk of the City Council of Nairobi
as 1ts representative., Each such rapresentapive has
authority to designate by notice to A.I.D. other
representatives of Government or Borrower, as the case
may be, in its dealings with A.I.D. Each such representa-
tive so designated, unless A.I.D. 1is given notice
otherwise, shall have authority to agrve on behalf

of Government or Borrower, as th: cass may be, to any
modification of this Agreement. Each notice of
designation of a repreaentative of Government and of
Borrower shall contain a specimen signature of each
represcntative so designated. Until receipt by A.f.D.
of written notice of revocation by Government or
Borrower of the authority of any of 1its representatives,
A.I.D. may nccept the signature of such repredentatives
on any instrument as conclusive avidence that any nction
¢ffected by such instrument is authorized by Government
or Borrower 1s the casc may be,

SECTION 10.2. Communications. Any cormunication or document glven,

made, or sent by Goverament, Borrower, or A.I.D. pursuant to this Agreement

AJI.D. Loan 615-H-002
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* shall be in writing and shall be deemed to have bean duly given, made, or sent
to the party to which it i3 addressed when it shall be delivered by hand, mail,
telegram, cable, or rudiogram to such party at the {ollowing addresses:
To Goverament:
HMail Addross: The Ministry of Finance
P. 0. Box 30007
Nailrobi, Kenya
Cable Addresg: Finance, Nairobi
To Borrower:
Mail Address: The Town Clerk
P. 0. Box 30075
Nalrobi, Konya
Cable Address: Municipality, Hairobi
To A.I.D. (two coples):
Mail Addresu:
Office of Cupital Development and Finance
Bureau for Afprica
Agency for International Davelopment
Washington, D, 0, 20523
Cable Addrusg: AT, Washington, D.C,
Government and Borrowar ahnll vluo provide the 15,3, 4.I.D, Mission,
Nairobi, Kenyn, with a copy uf all communfentiony op documents sent to A.1.D,

Other addresases may be aubgtituted for the 1bavo upon giving notiee ag provided

hb‘reinu
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All communications and documents submitted to A,I.D. hereunder
shall be in English and all technical and engineering spacifications therein
shall be in terms of United States standards, except as A.I.D. may otherwise
ngree in writing., If the original of such communication or document is in
other than English, a copy in the language of the original shall salso be
submitted, oxcept as A.I.D. may otherwise agrce in writing., Government
and Borrowcr shall also submit such reasonable additional number of copies
of such communications and documents to such nddresses as A.I.D. may requcst,

SECTION 10,3, Assignment. This Loan Agreement shall be binding
upon and inure to the benefit of any successor or assignee of A.I.D.

This Loan Agrcement may not be assigned nor any obligations hersunder

delzgnted by Borrowsr or Government without the written consent of A.I.D.

SECTION 10.4. Applicable lLaw. This Loan Agreement shall be
construed solely in accordance with and any dispute arising under or in
connection with this Agreement shall be governed by the internal laws

of the District of Columbia, United States of America,

Ao I oDo LOﬂn 615"”“002
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IN WITNESS WHERXOF, Government, Borrower and A.,I.D., have exscuted

this Loan Agreement on the date first written above,

THE GOVERNMENT OF KENYA

By

Title %%ﬂ Zucuvz
ry

Permanent Secrctary to the Treasu

THE COMMON SEAL OF
TY CO OF

wns hereunto affixed in the
presence of

-~ ; ,
<7 LA/{%zS}
< /
MAYOR"  °
C. W. Rubia

_WL [’
TOWN CLERK '

L. K. Walyakl

A.1.D, losn 615-H-002
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DETAILED DESCRIPTION OF PROJECT

A Genaral Description

The totus undertnking will increase the water supply system for the City
of Nairobi by 6 m,g.d. to provide a total of 18,6 m.g.d. of potable water,

8. Dascription of Existirz Operating System

1, The existing operating system has a safe available yield of 12,6 m.g.d,
It i3 currently producing an average of 10,30 m.g.d. which is obtained from
th: following three impounded raw water rasources:

(2) Kikuyu Roservoir, the capacity of which is three million gallons
and has a safc available yield of one m.g.d. The water is sterilized at the
source and thun transmitted to the Kabeto treatment works through 7% and 9n
stecl mains, approximately 6.5 milos long.

(b) Ruiru Reservoir, the cnpacity of which ig 656 million gallons and
1as a safo available yicld of 3,6 m.g.d. The water is transmitted to the
Kabete treatment works 18 miles away through 9", 12" and 16" steel mains,

(¢) Sasumua Reservoir, the capacity of which i3 two billion gallons
and has n safe nvailable yeild of 8 m,g.d, Twin 18" steel maing tnke the raw
water from the ressrvoir to the adjacent Sasumua treatment works, The clear
water is carried by pipeiines to Nairobi, approximately 38 miles away. These
plpelines consist of a 16" to 12" stucl main, 22 miles long; a 24" to 21" steel
m2in, 22 mileca long; and 1 24" stecl main, 38 milcs long.

2, There arc two main treatment works serving the City Water Supply with
partinl troatment at Ruiru R:servoir and Kikuyu Springs,

(2) Kabete troatment works consiating of horizontal flow sedimentation
tanks together with nine rapld gravity sand filters, capable of treating an
average of 4.75 m.g.d,

(b)  Sasumun treatment works was constructed 1n two 3tagos:

(1) Stage (1) consists of horizontal flow scdimontation tanks,
chenical dosing block, vight rapid gravity filters, and is capable of truating
an average of four m.g.d.



(i1) Stage (2) consists of eight vertieal flow sedimentation
tanks and ten rapid gravity filters and is capable of treating six m.g.d,
making a total of 10 m,z.d. capacity at Sasumua,

3. The City has . storage capacivy of 11 million gallons located as
follows:

(a) Four million gallons scrvice reservoir located at Nalrebi Hill,

(b) Reinforced concrete reservoir at Kabete treatmant works with a
capacity of one million gallons.

(n) &einforced concrate reservoir at Kabete treatment works with a
c2neity of 6 million gallons.

4+ The mnin transmission lines and distribution system extend to all
sactions of the city,

C. Description of Reccnt Improvements

1. Pipeline from Sasumua to the Ruiru Junction box which is designed
to raise the total carrying capacity between these points to 14,35 m.g.d,

2. Elghteen inch transmission main from the Kabete treatment works to
the Nairobi Hill Service Rescrvoir.

Je Description of Curront Improvements

1. The present cxtension which is now under construction through
financing provided by the City, Commonwsalth Development Corporation ("C.D,.C,")
nd a German lonn is as follows:

(1) Kiburu Diversion consisting of two mijor (35' and 30' high)
and two minor (4' high) intake dams and welrs, constructod on the Kiburu River
nd 1ts tributaries. The raw water wlll be conveyed to discharge into the
Sasumua Ruservoir through a steel pipe aqueduct varying in sizc from 12 to 36
Inch.s,

E. D.acription of Proluct

The preposued :xt.naions, to be financed by tha City, the C.D.C. and
w14y are ns follows:

1. To be financed by A,1.D,:
(a) Ralaing the oxisting Sasumun dam embankment 26.5 fout by placing
Ao I oDo I.ON‘I 615“"-002
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3, Miscellaneous:
(a) A.I.D. will finance engineering services to:
(1) Review detailed designs,

(11) Prepare or convert specifications for materials to
be procured in the U.S, to U,S, standards,

(1i1) Modify bid and contract documents to U.S. standards,
(1v) Advise on bidding procedures and award of contract.
(o) Tho city of Nairobi is responsible for financing preliminary

designs, final designs, (cxcept for those financed by C.D.C.) right of way
costs, and warchousing.
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