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CREDI T NUMBER 3490 KE

Devel opnent Credit Agreenent

(Regional Trade Facilitation Project)

bet ween

REPUBLI C OF KENYA

and

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

Dat ed August 6, 2001
CREDI T NUMBER 3490 KE

DEVELOPVENT CREDI T AGREEMENT

AGREEMENT, dated August 6, 2001, between REPUBLI C OF KENYA (the Borrower) and
| NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON (t he Associ ati on).

VWHEREAS (A) the Borrower, having satisfied itself as to the feasibility and
priority of the Project described in Schedule 2 to this Agreement, has requested the
Association to assist in the financing of the Project;

(B) the Project will be carried out by the African Trade |Insurance Agency
(ATI) with the Borrower’s assistance and, as part of such assistance, the Borrower
will nmake the proceeds of the credit provided for in Article Il of this Agreenent (the

Credit) available to ATI, as set forth in this Agreenment and in that certain
participation agreenent to be entered into between the Borrower and ATI (as such
partici pation agreenent nmay be anended fromtine to time, the Participation

Agr eenent) ;

(O the Borrower may contract donor funds from bilateral funding agencies
(Donor Funds) for co-financing the Project on ternms and conditions consistent with
those in this Agreenent; and

WHEREAS t he Association has agreed, on the basis, inter alia, of the foregoing,
to extend the Credit to the Borrower upon the terms and conditions set forth in this
Agreenent and in the project agreement of even date herew th between the Association
and ATl (the Project Agreenent);

NOW THEREFORE t he parties hereto hereby agree as follows:



ARTI CLE |
Ceneral Conditions; Definitions

Section 1.01. The "General Conditions Applicable to Devel opnent Credit
Agreenents" of the Association, dated January 1, 1985 (as anmended through Cctober 6,
1999), with the nodifications set forth below (the General Conditions), constitute an
integral part of this Agreenent:

(a) A new paragraph 12 is added to Section 2.01 to read as set forth bel ow,
and the existing paragraphs 12 through 14 of said Section are accordi ngly renunbered
as paragraphs 13 through 15:

"12. “Participating Country’ neans any country that the Association
determ nes neets the requirenments set forth in Section 11 of Resol ution No.
194 of the Board of CGovernors of the Association, adopted on April 8, 1999;
and ‘Participating Countries’ neans, collectively, all such countries.";

(b) The followi ng sentence is added at the end of Section 4.01:

"For the purposes of the Project, except as the Borrower and the
Associ ation shall otherw se agree, withdrawals fromthe Credit Account shall
be nade in the currency of the Security Trust Account specified in Section
1.02 (dd) of the Devel opment Credit Agreenent.";

(c) The second sentence of Section 5.01 is nodified to read:

"Except as the Borrower and the Association shall otherw se agree, no
wi t hdrawal s shall be made: (a) on account of expenditures in the territories
of any country which is not a Participating Country or for goods produced in,

or services supplied from such territories; or (b) for the purpose of any

paynment to person or entities, or for any inport of goods, if such payment or
inmport, to the know edge of the Association, is prohibited by a decision of

the United Nations Security Council taken under Chapter VII of the Charter of t he
United Nations.";

(d) At the end of Section 6.01, followi ng the words "Section 5.02" the words
"or in respect of which an Insurance Contract (as such termis defined in the
Devel opnent Credit Agreenent) has been issued and remmi ns outstandi ng" are added;

(e) In Section 6.02, at the end of the first phrase which precedes
sub- paragraph (a), ending with the word "Account", the words "with respect to any
amount of the Credit which has not been commtted under an Insurance Contract (as such
termis defined in the Devel opnent Credit Agreenent)" are added;

(f) The followi ng sentence is added at the end of Section 6.03:

"Furthernore, any Unwi thdrawn Credit Anpbunt (as such termis defined in
the Devel opnent Credit Agreenent) shall be canceled by the Association after
the Insurance Facility First Closing Date and the right of the Borrower to
make withdrawal s with respect to such Anount shall be ternminated."”; and

(9) Section 9.06 (c) is nodified to read:
"(c) Not |ater than six months after the expiry of the Insurance
Facility Second Closing Date or such later date as may be agreed for this
pur pose between the Borrower and the Association, the Borrower shall prepare
and furnish to the Association a report, of such scope and in such detail as
the Associ ation shall reasonably request, on the inplenentation of the
Project, the performance by the Borrower and the Association of their
respective obligations under the Devel opnent Credit Agreenment, as well as the

performance by the Borrower and ATI of their respective obligations under the

Parti ci pation Agreenent, and the acconplishnent of the purposes of the

Credit."”

Section 1.02. Unless the context otherwi se requires, the several terns defined
in the General Conditions and in the Preanble to this Agreenent have the respective
nmeani ngs therein set forth and the follow ng additional terms have the follow ng
nmeani ngs:



(a) "Agreenent Establishing ATI" neans that certain Agreenent Establishing
the African Trade I nsurance Agency adopted by the Fifth Sunmt of Heads of State and
Gover nnent of the Conmon Market for Eastern and Southern Africa in G and Baie,
Republic of Mauritius on May 18, 2000, as such Agreenent nay be anmended fromtinme to
tine;

(b) "ATl Devel opnent Credit Agreenment” neans the devel opnent credit agreenent
bet ween ATl and the Associ ation of even date herewith, as such agreenent nmay be
amended fromtime to tine, and such termincludes all schedul es and agreenents
suppl enental to the ATl Devel opnent Credit Agreenent;

(c) "Civil Commotion" has the neaning given to such expression in the genera
conditions of insurance included in the Standard Form of |nsurance Contract;

(d) "Claint nmeans the anpunt clainmed by an Insured (as hereinafter defined)
as payable by ATI or by the Insurers (as hereinafter defined), as the case may be
pursuant to an Insurance Contract;

(e) "COMESA" neans the Common Market for Eastern and Southern Africa

(f) "Committed Insurance Facility Anbunts" neans, as at any date, the anobunt
equal to the aggregate of the Maxi mum Anount of Insurance (as such termis defined in
the general conditions of insurance included in the Standard Form of Insurance
Contract) under all the Insurance Contracts (as hereinafter defined) outstanding and
in effect at such date

(9) "Corrupt Practice" neans the offering, giving, receiving, or soliciting
of any thing of value to influence the action of: (i) a public official of the
Borrower, including, without Iimting the generality of the foregoing, any official of
any organ of executive, legislative or judicial power or function of the Borrower; and
(i1) a director (or equivalent position), officer, enployee, agent or representative
of ATI, as the case may be;

(h) "Covered Ri sks" neans the risks specified in Chapter 3 of Part 1 (The
Inports Facility) and Part 2 (The Exports Facility) of the Operations Manual (as
herei nafter defined) and defined in the general conditions of insurance included in
the Standard Form of |nsurance Contract (as hereinafter defined), and includes such
other risks as may be agreed upon by the Association and ATI at any tine;

(i) "Eligible Investnments" has the meaning given to such expression in
paragraph 7 of Part A of Schedule 3 of this Agreenent;

"Enbargo" has the neaning given to such expression in the genera
condi tions of insurance included in the Standard Form of I|nsurance Contract (as
herei nafter defined);

(k) "Fraudul ent Practice" neans a misrepresentation of facts in order to
i nfl uence a process, the execution of a contract, or the provision of funds,
including, wthout limting, the generality of the foregoing: (i) the assessnment of
any application for an Insurance Contract (as hereinafter defined), (ii) the provision
of any Insurance Contract (as hereinafter defined), (iii) the assessnment of any Claim
or (iv) the making of any Paynment (as hereinafter defined), in any case to the
detrinent of the Borrower or ATl, as the case may be

(1) "Headquarters Agreenent"” neans the agreenent between ATl and the Republic
of Kenya dated June 8, 2001 regarding the headquarters of ATlI, as the sane may be
amended fromtime to tine, and such termincludes all schedul es and agreenents
suppl enental to the Headquarters Agreenent;

(m "I ncone Account” means an account referred to in paragraph 5 of Part A of
Schedul e 3 to this Agreenent;

(n) "I ncone Anpbunts" neans the ampbunts generated as interest and ot her
earnings fromthe deposits in the Security Trust Account(s) (as hereinafter defined)
and includes interest and ot her earnings generated fromthe deposits in an | ncone
Account ;

(0) "l nsurance Contract" means any contract for the provision of insurance
agai nst Covered Ri sks issued under the Insurance Facility (as hereinafter defined) to
an Insured (as hereinafter defined) by ATl or the Insurers (as hereinafter defined)
as the case may be, and which contains terns and conditions substantially simlar to



those specified in the Standard Form of Insurance Contract;

(P "lInsurance Facility” and "lInsurance" mean, respectively, the insurance
facility specified in Schedule 2 to this Agreenent and the insurance provided
t her eunder

(q) "I nsurance Facility Agreenment” and "lnsurance Facility Agreenents" nean,
respectively, the insurance facility agreenent in form and substance satisfactory to
the Associ ation, between the Insurers (as hereinafter defined) and ATlI, as such
agreenent may be anended with the approval of the Insurers, ATI and the Association,
and, collectively, the Insurance Facility Agreenent and the Security Trust
Agreement (s) (as hereinafter defined);

(r) "Insurance Facility First dosing Date" nmeans June 30, 2011, or such
| ater date as the Association shall establish pursuant to paragraph 2 of Part B of
Schedule 3 to this Agreenent;

(s) "I nsurance Facility Second d osing Date" neans the date 180 days
following the last expiry or termnation date of any Insurance Contract issued prior
to the Insurance Facility First Cosing Date

(t) "I nsured" means a natural or juridical person to whom ATl or the
Insurers, as the case may be, has issued an Insurance Contract in accordance with the
Operations Manual (as hereinafter defined);

(u) "I nsurers" neans, collectively, the insurers, whether acting alone or
participating in a syndicate of insurers, that subscribe to the Insurance Facility
fromtime to tine, and includes any other insurer approved by ATl and the Association
at any tine;

(v) "Loss" means the anpunt payable to an Insured by ATl or the Insurers, as
the case nmy be, pursuant to an Insurance Contract, including, without limtation, any
amount in respect of legal costs in the circunstances permtted under the Insurance
Facility Agreenent;

w) "Qperations Manual" neans the manual, dated February 22, 2001 for
pur poses of identification, approved by ATI, the Insurers and the Association, which
col l ectively, consists of Part 1: The Inports Facility, Part 2: The Exports Facility,
Part 3: The Environnment Operations Manual and Part 4: The Financial Managenent Manual ,
and which sets out the operating policies, rules and procedures to be applied and
observed by ATl in connection with the operation of the Insurance Facility and rel ated
nﬁtters, as said manual may be amended by ATl with the approval of the Association and
the Insurers

(x) "Paynent" means any paynment on account of a Loss made to an |nsured by
the Insurers or ATI, as the case nmay be

y "Project Agreenent" neans the agreement between the Association and AT
of even date herewith, as the sane may be anended fromtine to tinme, and such term
i ncludes all schedul es and agreenents supplenmental to the Project Agreenent;

(z2) "Project Docunents" neans, collectively, this Devel opnent Credit
Agreenent, the Project Agreenent, the Participation Agreement, the Insurance Facility
Agreements, the Agreenment Establishing ATlI, the Insurance Contracts, and the
Qper ati ons Manual ;

(aa) "Project Preparation Advance" neans the project preparation advance
granted by the Association to the Borrower pursuant to the |letter agreenent signed on
behal f of the Association on May 2, 2000 and on behal f of the Borrower on May 12
2000

(bb) "Protocol on Transit Trade and Trade Facilities" means the COVESA
Protocol on Transit Trade and Trade Facilities annexed to the Treaty Establishing
COMESA as Annex |

(cc) "Revol ving I nsurance Facility Anpbunts" neans, as at any date, the Unpaid
I nsurance Facility Anmounts (as hereinafter defined) at such date that are retained in
the Security Trust Account(s) (as hereinafter defined) followi ng the expiry or
term nation of the relevant Insurance Contracts and, before the Insurance Facility
First dosing Date, that are used on a revolving basis for the purpose of providing
new | nsurance under the Insurance Facility pursuant to paragraph 3 of Part B of
Schedule 3 to this Agreenent;



(dd) "Security Trust Account" neans an interest-bearing, Dollar denom nated
trust account opened at a Security Trust Account Trustee (as hereinafter defined), on
terns and conditions satisfactory to the Association, by ATI in the name of the
Borrower, into which all or a part only of the proceeds of the Credit withdrawn by ATI
in accordance with the ternms and conditions of this Agreenent and the Participation
Agreenent shall be deposited and thereafter to be managed in accordance with the terns
and conditions of the relevant Security Trust Agreemnent;

(ee) "Security Trust Account Trustee" nmeans a conmercial bank of recognized
standi ng, approved by the Association, acting as trustee pursuant to a Security Trust
Agreement (as hereinafter defined) in respect of the funds held in the rel evant
Security Trust Account, and includes any successor thereto or assignee thereof
acceptable to the Insurers and the Associati on;

(ff) "Security Trust Agreenent" neans a security agreenent, in form and
substance satisfactory to the Association, anong ATI, the Insurers and a Security
Trust Account Trustee, pursuant to which, inter alia, the legal title in the funds
held in the relevant Security Trust Account is declared to be held by the rel evant
Security Trust Account Trustee on trust for the Insurers for application in the manner
set out therein, as such agreenent may be anended fromtinme to tinme with the approval
of the Insurers, ATlI, the relevant Security Trust Account Trustee and the Associ ation;

(g99) "Standard Form of Insurance Contract" neans the standard form of
I nsurance Contract, dated February 22, 2001 for purposes of identification, approved
by the Association, the Insurers and ATl for purposes of the Insurance Facility, and
whi ch, collectively, includes: (i) an application form (ii) an insurance offer
letter, (iii) general conditions of insurance, which general conditions contain the
standard terns and conditions of the Insurance Contracts, and (iv) a conmtnent
letter, as said standard form may be amended fromtime to time with the approval of
the Association, the Insurers and ATI;

(hh)  "Unpaid Insurance Facility Amounts" means, as at any date, the Conmmitted
I nsurance Facility Amounts at such date that remain unpaid at the expiry or
term nation of the relevant Insurance Contracts;

(ii) "Unwi t hdrawn Credit Amount" means the amount, if any, of the Credit
remai ni ng unwi thdrawn fromthe Credit Account after the Insurance Facility First
Cl osing Date; and

j "“War or Givil Disturbance” has the neaning given to such expression in
the general conditions of insurance included in the Standard Form of Insurance
Contract.

ARTI CLE ||
The Credit

Section 2.01. The Association agrees to lend to the Borrower, on the ternms and
conditions set forth or referred to in the Devel opment Credit Agreenent, an anount in
various currencies equivalent to nineteen mllion four hundred thousand Speci al
Drawi ng Ri ghts (SDR 19, 400, 000) .

Section 2.02. (a) The anount of the Credit may be withdrawn fromthe Credit
Account for the purposes of and in accordance with the provisions of Part B of
Schedule 3 to this Agreenent.

(b) For the purposes of the Project, the Borrower shall cause ATI, pursuant
to the Participation Agreement and pronptly follow ng the signature of this Agreenent,
to open one Security Trust Account and one Incone Account on behalf of the Borrower
and, pronptly follow ng receipt thereof fromATI, shall provide to the Association one
copy of all account-rel ated docunentation. Deposits into and paynents out of the
Security Trust Account(s) and the Incone Account(s) shall be nmade in accordance with
the provisions of Schedule 3 to this Agreenent.

(c) Any Unwi t hdrawn Credit Amount shall be cancelled by the Association after
the Insurance Facility First O osing Date.

(d) Pronptly after the Effective Date, the Association shall, on behalf of
the Borrower, withdraw fromthe Credit Account and pay to itself the amount required
to repay the principal anount of the Project Preparation Advance w t hdrawn and



out standi ng as of such date and to pay all unpaid charges thereon. The unwi t hdrawn
bal ance, if any, of the authorized anpbunt of the Project Preparation Advance shal
t her eupon be cancel ed.

Section 2.03. The Cosing Date shall be June 30, 2011, or such later date as the
Associ ation shall establish. The Association shall pronptly notify the Borrower of
such | ater date

Section 2.04. (a) The Borrower shall pay to the Association a conmmtnent charge
on the principal anount of the Credit not withdrawn fromtine to tine at a rate to be
set by the Association as of June 30 of each year, but not to exceed the rate of
one-half of one percent (1/2 of 1% per annum

(b) The conmitnent charge shall accrue: (i) fromthe date sixty days after
the date of this Agreenent (the accrual date) to the respective dates on which anounts
shall be withdrawn by the Borrower fromthe Credit Account or canceled; and (ii) at
the rate set as of the June 30 i mediately preceding the accrual date and at such
other rates as may be set fromtinme to tine thereafter pursuant to paragraph (a)
above. The rate set as of June 30 in each year shall be applied fromthe next date in
that year specified in Section 2.06 of this Agreenent.

(c) The conmitnment charge shall be paid: (i) at such places as the
Associ ation shall reasonably request; (ii) without restrictions of any kind inposed
by, or in the territory of, the Borrower; and (iii) in the currency specified in this
Agreement for the purposes of Section 4.02 of the General Conditions or in such other
eligible currency or currencies as may fromtinme to tine be designated or selected
pursuant to the provisions of that Section

Section 2.05. The Borrower shall pay to the Association a service charge at the
rate of three-fourths of one percent (3/4 of 1% per annumon the principal anmount of
the Credit withdrawn and outstanding fromtine to tine.

Section 2.06. Conmitnent charges and service charges shall be payabl e
sem annual Iy on March 15 and Septenber 15 in each year

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) bel ow, the Borrower
shall repay the principal anbunt of the Credit in sem annual installnents payable on
each March 15 and Septenber 15 commenci ng Septenber 15, 2011 and endi ng March 15
2041. Each installnent to and including the installment payable on March 15, 2021
shal | be one percent (1% of such principal anpbunt, and each installnment thereafter
shall be two percent (2% of such principal anount.

(b) Whenever: (i) the Borrower’'s per capita gross national product (GNP), as
determ ned by the Association, shall have exceeded for three consecutive years the
| evel established annually by the Association for determining eligibility to access
the Association’s resources; and (ii) the Bank shall consider the Borrower
creditworthy for Bank |ending, the Association may, subsequent to the review and
approval thereof by the Executive Directors of the Association and after due
consi deration by them of the devel opment of the Borrower’'s econony, nodify the
repaynent of installnents under paragraph (a) above by: (A) requiring the Borrower to
repay tw ce the amount of each such installnent not yet due until the principal anount
of the Credit shall have been repaid; and (B) requiring the Borrower to comence
repaynent of the principal anobunt of the Credit as of the first sem -annual paynent
date referred to in paragraph (a) above falling six nonths or nore after the date on
whi ch the Association notifies the Borrower that the events set out in this paragraph
(b) have occurred, provided, however, that there shall be a grace period of a m ni num
of five years on such repaynent of principal

(c) If so requested by the Borrower, the Association may revise the
nodi fication referred to in paragraph (b) above to include, in lieu of sone or all of
the increase in the amounts of such installnents, the payment of interest at an annua
rate agreed with the Association on the principal anpbunt of the Credit withdrawn and
outstanding fromtine to tine, provided that, in the judgnent of the Association, such
revision shall not change the grant el ement obtai ned under the above-nentioned
repaynent nodification

(d) If, at any tine after a nodification of terns pursuant to paragraph (b)



above, the Association determnes that the Borrower’s econom c condition has
deteriorated significantly, the Association may, if so requested by the Borrower,
further nodify the terns of repaynent to conformto the schedule of installnents as
provi ded in paragraph (a) above.

Section 2.08. The currency of the United States of Anerica is hereby specified
for the purposes of Section 4.02 of the General Conditions.

Section 2.09. (a) The Managing Director of ATl and any person or persons whom
he or she shall designate in witing is or are designated as representative of the
Borrower for the purposes of taking any action required or permtted to be taken under
the provisions of Section 2.02 (a) of this Agreement, Article V of the Genera
Condi tions and Section 3.02 of the Participation Agreenent.

(b) Wthout limtation or restriction to the foregoing, the Borrower hereby
entrusts ATl with responsibility for the preparation and delivery of wi thdrawal
applications under the Credit and for the collection of the docunments and ot her
evidence to be furnished to the Association in support of such applications.

ARTI CLE |1
Execution of the Project

Section 3.01. The Borrower declares its conmtnent to the objective of the
Project as set forth in Schedule 2 to this Agreenent. To this end, w thout any
limtation or restriction upon any of its other obligations under the Devel opment
Credit Agreenent, the Borrower:

(a) shall duly and punctually perform in accordance with the provisions of
the Agreement Establishing ATI, the Participation Agreenent, and the Headquarters
Agreement, all its obligations therein set forth and shall exercise its rights

t hereunder in such nanner as to protect the interests of the Borrower and the
Associ ation and to acconplish the purposes of the Credit;

(b) shal | take and cause to be taken all action, including the provision of
funds, facilities, services and other resources, necessary or appropriate to enable
ATl to realize the purposes for which it was created under the Agreenent Establishing
ATl, and shall not take or permit to be taken any action which would prevent or
interfere with such realization or the fulfillnent of the objectives of the Project;
and

(c) if a nmenber of COVESA, shall at all times conply with the provisions of
the COVESA Protocol on Transit Trade and Trade Facilities and, whether or not a menber
of COMESA, undertakes to grant all transitors and transit traffic freedomto traverse
its territory by any neans of transport suitable for that purpose.

Section 3.02. For the purposes of Section 9.06 of the CGeneral Conditions and
without limtation thereto, the Borrower shall

(a) prepare, on the basis of guidelines acceptable to the Association, and
furnish to the Association not later than six (6) nonths after the Insurance Facility
First Cosing Date or such later date as may be agreed for this purpose between the
Borrower and the Association, a plan designed to ensure the continued achi everent of
the Project; and

(b) afford the Association a reasonable opportunity to exchange views with
the Borrower on said plan.

Section 3.03. The Borrower and the Association hereby agree that the obligations
set forth in Sections 9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 of the General Conditions
(relating to insurance, use of goods and services, plans and schedul es, records and
reports, maintenance and | and acquisition, respectively) in respect of the Project
shall be carried out by ATI, as applicable under the circunmstances, pursuant to
Section 2.03 of the Project Agreenent.



Section 3.04. The Borrower shall

(a) mai ntai n policies and procedures adequate to enable it to nmonitor and
eval uate on an on-going basis, in accordance with the performance indicators included
in Schedule 4 to this Agreenment and any others that may be satisfactory to the
Aﬁsoci?tion, the carrying out of the Project and the achievenent of the objectives
t her eof ;

(b) prepare, under terns of reference satisfactory to the Association, and
furnish to the Association, on or about the third anniversary of the Effective Date, a
report integrating the results of the nonitoring and eval uation activities perfornmed
pursuant to paragraph (a) of this Section, on the progress achieved in the carrying
out of the Project during the period preceding the date of said report and setting out
the measures recommended to ensure the efficient carrying out of the Project and the
achi evenent of the objectives thereof during the period followi ng such date; and

(c) review with the Association, by the third anniversary of the Effective
Date, or such later date as the Association shall request, the report referred to in
par agraph (b) of this Section, and, thereafter, take all neasures required to ensure
the efficient conpletion of the Project and the achi evement of the objectives thereof,
based on the concl usions and recommendati ons of the said report and the Association's
views on the matter. Wthout linting the generality of the foregoing, in the event
that by the third anniversary of the Effective Date

(i) at least fifty per cent (50% of the Credit has not been wi thdrawn
fromthe Credit Account in accordance with the provisions of
Schedule 3 to this Agreenent; or

(ii) the operations of ATl are not self-financing

then the Borrower shall take all corrective measures necessary under the
ci rcunst ances, based on the Association’s views on the matter.

ARTI CLE IV
Fi nanci al Covenants

Section 4.01. To the linmt of its ability pursuant to the Agreenent Establishing
ATl and the Participation Agreenent, the Borrower shall cause ATl to

(a) mai ntain a financial nanagenent system including records and accounts,
and prepare financial statenents, all in accordance wi th accounting standards
acceptable to the Association, consistently applied, adequate to reflect its
operations and financial condition and to register separately the operations
resources and expenditures related to the Project;

(b) have its records, accounts and financial statenents (bal ance sheets
statenents of incone and expenses and rel ated statenments) for each fiscal year
audited, in accordance with auditing standards acceptable to the Association
consistently applied, by independent auditors acceptable to the Association;

(c) furnish to the Association as soon as available, but in any case not
|ater than six nonths after the end of each such year: (A) certified copies of the
financial statenents referred to in paragraph (a) of this Section for such year as so
audi ted, and (B) an opinion on such statenents and report of such audit, by said
auditors, of such scope and in such detail as the Association shall have reasonably
request ed;

(d) performits obligations in respect of the audit of each Security Trust
Account and each I nconme Account in accordance with the provisions of Section 5.01 of
the Participati on Agreenent; and

(e) furnish to the Association such other information concerning such
records, accounts and financial statenents, and the audit thereof, and concerning said
auditors, as the Association may fromtine to tine reasonably request.



ARTI CLE V
Renedi es of the Association

Section 5.01. Pursuant to Section 6.02 (l) of the General Conditions, the
followi ng additional events are specified

(a) pronptly follow ng notice fromthe Association and, in any event, within
ten busi ness days of its receipt of such notice fromthe Association, the Borrower
shall have failed to renedy a default under Section 4.02 of the Participation
Agreement to deposit into the relevant Security Trust Account, within the delay
therein provided, an anobunt equal to the anount set forth by ATI in the notice
delivered by ATl to the Borrower pursuant to said Section 4.02 regarding Paynment of a
Claimresulting fromthe action or om ssion of the Borrower.

For the purposes of this paragraph (a), "business day" shall mean a day on
whi ch banks are normally open for business in Nairobi

(b) the Borrower shall have failed to performany of its obligations under
the Agreement Establishing ATI, or any of its obligations under the Headquarters
Agreement, or any of its obligations under the Participation Agreement other than
under Section 4.02

(c) ATl, the Insurers, or the Security Trust Account Trustee shall have
failed to performany of their respective obligations under any of the Project
Docurments to which they are respectively a party or by which they are respectively
bound;

(d) in the opinion of the Association, the Agreenent Establishing ATI or the
Headquarters Agreenent shall have been anmended, suspended, abrogated, repeal ed or
wai ved so as to naterially and adversely affect the ability of ATl to perform any of
its obligations under any of the Project Documents to which it is a party or by which
it is bound, or under the ATl Devel opment Credit Agreenent;

(e) as a result of events which have occurred after the date of the
Devel opnent Credit Agreenent, an extraordinary situation shall have arisen which shal
make it inmprobable that ATlI, the Insurer, or the Security Trust Account Trustee wll
be able to performtheir respective obligations under any of the Project Documents to
whi ch they are respectively a party or by which they are respectively bound, or which
shal | make it inprobable that the Insurance Facility will be able to continue
operating in a manner satisfactory to the Association;

(f) the occurrence of War or Civil Disturbance, Cvil Comotion or Enbargo

(9) the Borrower or any other authority having jurisdiction shall have taken
any action for the dissolution or disestablishment of ATI, or for the suspension or
termnation of its operations insofar as they relate to the Insurance Facility;

(h) in the opinion of the Association, any material provision of the
Operations Manual shall have been anmended, or ATl shall have failed to apply or
observe any of its provisions, in either case without the prior witten consent of the
Associ ati on;

(i) any provision of the Standard Form of Insurance Contract shall have been
amended without the prior witten consent of the Association

(i) any provision of the Insurance Facility Agreements shall have been
amended, assigned, suspended, abrogated, terminated or waived without the prior
witten consent of the Association

(k) a Paynent shall have been nmade to an Insured, or an ampount shall have
been withdrawn froma Security Trust Account by a Security Trust Account Trustee or by
an Insurer, as the case may be, pursuant to the Insurance Facility Agreenents for the
purpose of making a Payment or reinbursing the Insurer or ATI, as the case may be, the
amount of a Paynent;

(1) in the opinion of the Association, the Borrower shall have introduced a
material reversal of its foreign exchange and trade policies in effect as at the date



of this Devel opment Credit Agreenent, or there shall have been a materia
deterioration in the inplenentation of such policies;

(m at any tine, the Association determines, with respect to the i ssuance of
any |Insurance Contract, or the nmaking of any Paynent, that a Corrupt Practice or a
Fraudul ent Practice occurred without the Borrower having taken tinely and appropriate
action satisfactory to the Association to renedy the situation follow ng receipt of
witten notice fromthe Association to such effect; or

(n) the Borrower shall have been suspended from nenbership in or ceased to be
a menber of ATI.

Section 5.02. Pursuant to Section 7.01 (h) of the General Conditions, the
followi ng additional events are specified

(a) any event specified in paragraphs (b), (c), (e) and (m of Section 5.01
of this Agreenent shall occur and shall continue for a period of 60 days after notice
t hereof shall have been given by the Association to the Borrower; and

(b) any of the events specified in paragraphs (a), (d), (f), (g), (h), (i)
(j), (k), (1) or (n) of Section 5.01 of this Agreenent shall occur

ARTI CLE VI
Ef fective Date; Term nation

Section 6.01. The follow ng events are specified as additional conditions to the
ef fectiveness of the Devel opment Credit Agreenent within the meaning of Section 12.01
(b) of the General Conditions:

(a) the Borrower has ratified the Agreenment Establishing ATl and has paid to
ATl its initial contribution to the capital stock of ATl in the anpbunt of one hundred
t housand Dol | ars ($100, 000);

(b) a Participation Agreenment, in form and substance acceptable to the
Associ ation, has been executed and delivered on behalf of the Borrower and ATI, and
all conditions precedent to the effectiveness thereof, if any, have been fulfilled or
wai ved;

(c) ATl shall have opened one Security Trust Account and one |ncone Account
on behal f of the Borrower and provided the Association with one copy of the
account -rel at ed docunentation; and

(d) the Headquarters Agreenent, in form and substance acceptable to the
Associ ation, has been executed and delivered, on behalf of the Borrower and ATlI, and
all conditions precedent to the effectiveness thereof, if any, have been fulfilled

Section 6.02. The followi ng are specified as additional matters, within the
nmeani ng of Section 12.02 (b) of the General Conditions, to be included in the opinion
or opinions to be furnished to the Association

(a) that the Agreenent Establishing ATl has been duly ratified by the
Borrower by all necessary action, and is legally binding upon the Borrower in
accordance with its terns;

(b) that the execution and delivery of the Project Agreement has been duly
authorized or ratified by ATl by all necessary action, and is |egally binding upon ATI
in accordance with its terns;

(c) that the execution and delivery of the Participation Agreenent and the
Headquarters Agreenent have been duly authorized or ratified by the Borrower and ATI
by all necessary action and are |egally binding upon the Borrower and ATl in
accordance with their respective terns;

(d) that the Insurance Contracts, when executed and delivered by the



respective parties thereto based on the Standard Form of Insurance Contract, will be
I egally valid and binding upon the respective parties thereto in accordance with their
respective terns; and

(e) that the execution and delivery of the Insurance Facility Agreenents have
been duly authorized or ratified by ATI, the Insurer and the Security Trust Account
Trustee, respectively, and are legally valid and binding upon ATlI, the Insurer and the
Security Trust Account Trustee, respectively, in accordance with their respective
terns.

Section 6.03. The date ninety (90) days after the date of this Agreement is
hereby specified for the purposes of Section 12.04 of the General Conditions.

Section 6.04. The obligations of the Borrower under Article Ill of this
Agreenent shall cease and determ ne on the date on which the Devel opment Credit
Agreenent shall terminate or on the date 20 years after the date of this Agreenent,
whi chever shall be the earlier.

ARTI CLE VI |
Representative of the Borrower; Addresses

Section 7.01. Except as provided in Section 2.09 of this Agreenent, the Mnister
responsi bl e for Finance of the Borrower is designated as representative of the
Borrower for the purposes of Section 11.03 of the General Conditions.

Section 7.02. The foll owi ng addresses are specified for the purposes of Section
11. 01 of the General Conditions:

For the Borrower:

M nistry of Finance and Pl anni ng
P. 0. Box 30007

Nai r obi

Kenya

Cabl e address: Tel ex: Facsim | e:
FI NANCE 22921 (254) (2)
Nai r obi M NFI N- KE 330426

For the Associ ation:

I nt ernational Devel opment Associ ation
1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

Cabl e address: Tel ex: Facsim | e:
| NDEVAS 248423 (M) (202) 477-6391
Washi ngton, D.C. 64145 (M)

I N W TNESS WHEREOF, the parties hereto, acting through their duly authorized
representati ves, have caused this Agreement to be signed in their respective nanes in
Washington, District of Colunbia, as of the day and year first above witten.

REPUBLI C OF KENYA



By /s/ Yusuf Abdul rahman Nzi bo
Aut hori zed Representative

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ Theodore Ahlers
Acting Regional Vice President

Africa
SCHEDULE 1
Wthdrawal of the Proceeds of the Credit
1. The table below sets forth the Categories of itens to be financed out of the

proceeds of the Credit, the allocation of the amobunts of the Credit to each Category
and the percentage of expenditures for itens so to be financed in each Category:

Anmpunt of the

Credit Allocated % of
(Expressed in Expenditures
Cat egory SDR Equi val ent) to be Financed
(1) I nsurance Facility Funding 19, 295, 000 100%
(2) Ref undi ng of 105, 000 Anount due pursuant
Proj ect Preparation to Section 2.02 (d) of
Advance thi s Agreenent
TOTAL 19, 400, 000
2. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be

made in respect of paynents nade for expenditures prior to the date of this Agreenent.

SCHEDULE 2
Description of the Project

The objective of the Project is to assist the Borrower to inplenent poverty
al l eviation through private sector led growth in the region by inproving access to
financing for productive transactions and cross-border trade.

The Project consists of the followi ng part, subject to such nodifications
thereof as the Borrower and the Association may agree upon fromtime to time to
achi eve such objectives:

I nsurance Facility
Provi sion of support for an insurance facility against Covered Risks that will

be i nmpl enmented by ATI in accordance with the Agreenent Establishing ATI, with the
approval of its Board of Directors.

The Project is expected to be conpleted by June 30, 2011.



SCHEDULE 3
Wthdrawal s; Security Trust Account(s); Income Account(s)

Part A: CGener a

1. Security Trust Accounts shall each be interest-bearing, Dollar denoni nated trust
accounts opened by ATl in the name of the Borrower for purposes of the Insurance
Facility and the provision of Insurance Contracts in the nanner contenplated by this
Devel opnent Credit Agreenent.

2. If, at any tinme prior to the Insurance Facility Second Cl osing Date, the Insurer
either terminates or suspends the Insurance Facility provided under the Insurance
Facility Agreenent or such Insurance Facility expires in accordance with its terns,
then, subject to Article V of this Agreenent and Section 6.02 of the Genera

Condi tions, ATl and the Borrower shall in good faith, as expeditiously as possible
seek to put in place an alternative structure for the Insurance Facility, subject to
the Association’s prior witten consent.

3. Subj ect to paragraph 7 of Part A of this Schedule, the Committed | nsurance
Facility Anpbunts shall be used exclusively to nmake Paynents in accordance with the
provi sions of Part B of this Schedul e.

4, Subj ect to the terns of the Insurance Facility Agreenents, the Unpaid |Insurance
Facility Anmpbunts shall be used exclusively to finance a new Insurance facility
establ i shed by the Borrower or ATlI, subject to the terns and conditions and in
accordance with the procedures specified in Part C of this Schedul e.

5. Al Income Amounts shall be deposited and kept separately in one or nore

addi tional interest-bearing, Dollar denoninated trust accounts opened by ATI in the
nane of the Borrower at a Security Trust Account Trustee, on terns and conditions
satisfactory to the Association, into which the relevant Security Trust Account
Trustee shall deposit the interest payable by it under the relevant Security Trust
Agreement in respect of that part of the proceeds of the Credit held fromtine to tine
in such Security Trust Account.

6. Subj ect to paragraph 7 of Part A of this Schedule, the Incone Anpbunts shall be
used exclusively for the purposes of the Project as specified in Part D of this
Schedul e.

7. Subject to the terns of the Insurance Facility Agreenments in this respect, if
any, the Conmitted Insurance Facility Amounts and the | ncome Anpunts, respectively,
may fromtime to tine, pending utilization as specified in paragraphs 3 and 6 hereof,
be used to make Eligible Investnents.

For the purposes of this paragraph 7, "Eligible Investnents" neans investnents
made with the prior witten approval of the Association by ATl on behal f of
the Borrower, which investnents shall: (i) not be speculative in nature, (ii) be
such that the capital thereof not be susceptible to depreciation or
otherwi se at risk of loss, and (iii) be liquid in nature so as to ensure that funds
are avail able for the purpose of maki ng Paynents, which investnents shal |
be held in one or nobre segregated accounts on terns and conditions
acceptable to the Association.

8. To the limt of its ability pursuant to the Agreement Establishing ATI and the
Partici pation Agreenment, the Borrower shall cause ATI to

(a) have the Security Trust Account(s) and the Income Account(s) for each
fiscal year audited in accordance with appropriate auditing principles consistently
appl i ed, by independent auditors acceptable to the Association who shall be enpl oyed
by the Borrower, on ternms and conditions satisfactory to the Association

(b) furnish to the Association as soon as available, but in any case not
later than six (6) nonths after the end of each such year, the report of such audit by
said auditors, of such scope and in such detail as the Association shall have
reasonably requested; and

(c) furnish to the Association such other information concerning the Security
Trust Account(s) and the Incone Account(s) and the audit thereof as the Association
shal | have reasonably requested



Part B: I nsurance Facility

1. (a) Deposits into the Security Trust Account(s) shall be nade fromthe Credit
Account in accordance with the procedures set forth below, after the Association has
recei ved evidence satisfactory to it that one Security Trust Account and one |ncone
Account have been duly opened.

(b) Subj ect to the provisions of paragraphs 1 (c¢), (d) and (e) bel ow, ATI
shall submit applications for withdrawal of the Credit on behalf of the Borrower
pursuant to the designation provided in paragraph (a) of Section 2.09 of this
Agreenent and request transfer of the proceeds to the Security Trust Account(s), and
shal | cause any Donor Funds also to be deposited in the Security Trust Account(s).

(c) Applications for withdrawal of the Credit nade on behal f of the Borrower
by the Managi ng Director of ATl and any person or persons whom he or she shall
designate in writing, pursuant to paragraph (a) of Section 2.09 of this Agreenent:

(i) shall each be in an ampbunt equivalent to twenty-five per cent
(25% of the Credit;

(i) shal | include the documentation required pursuant to Article V of
the General Conditions;

(iii) where only one Security Trust Account has been opened at the
rel evant date, shall each request that the Association transfer to
the Security Trust Account the entire proceeds of the anpunt of
the Credit applied to be withdrawn thereunder or, in the event
that there is nore than one Security Trust Account at the rel evant
date, the proportion of such proceeds that is to be deposited into
each one of the Security Trust Accounts;

(iv) shall, with respect to the first such application for w thdrawal,
be delivered to the Association pronptly follow ng confirnation by
the Association that the conditions of effectiveness specified or
eferred to in the Devel opnent Credit Agreenent have been
ul filled; and

(v) shall, with respect to the second and subsequent applications for
wi t hdrawal , be delivered to the Association pronmptly once the
aggregate principal amount of new Insurance Contracts issued by
ATl since the date of delivery of the i medi ately preceding
application for withdrawal is equal to two hundred per cent (200%
of the ampunt specified in clause (i) of this paragraph (c),
unl ess the Insurance Facility Agreenent stipulates a |everage
ratio in respect of the Borrower which is less than 2.00 to 1.00,
in which latter case the percentage aforenmentioned shall be equa
to one hundred per cent (100% of the anount specified in said
clause (i) of this paragraph (c).

(d) Wth the exception of funds to be released to the Borrower follow ng the
wi nding up of the trust created by the Security Trust Agreenent(s), and subject to
paragraph 7 of Part A of this Schedule, funds in the Security Trust Account(s) shall
be rel eased by the Security Trust Account Trustee(s) only for the purpose of making
Paynent s.

(e) For each withdrawal nmade froma Security Trust Account for the purpose of
maki ng a Paynent, the Borrower shall request ATl under the Participation Agreenent, at
such time as the Association shall reasonably request, to furnish to the Borrower and
provi de copies to the Association of such docunents and ot her evidence show ng that
such Payment was made exclusively on account of a Loss.

(f) (i) If the Association shall have determ ned at any tine that any

wi t hdrawal out of a Security Trust Account: (A) was made for other
than making an eligible Payment or an Eligible Investnent; or (B)

was not justified by the evidence furnished to the Association,

the Borrower shall, pronptly upon notice fromthe Association: (I)

provi de such additional evidence as the Associati on may request;

or (I1) refund to the Association an anount equal to the amount of

such withdrawal or the portion thereof not so eligible or

justified.

(ii) Refunds to the Association made pursuant to sub-paragraph



(f)(i)(B)(Il) of this paragraph shall be credited to the Credit
Account for subsequent withdrawal or for cancellation in
accordance with the relevant provisions of this Agreenent,

i ncluding the General Conditions.

(9) (i) If the Association shall have determ ned at any tine that any
wi t hdrawal out of an Incone Account: (A) was nmade for other than a
purpose eligible under Part D of this Schedul e or making an
Eligible Investnment; or (B) was not justified by the evidence
furnished to the Association, the Borrower shall, pronmptly upon
notice fromthe Association: (I) provide such additional evidence

as the Association may request; or (ll1) refund to the Association
an anmount equal to the anmpbunt of such wi thdrawal or the portion
thereof not so eligible or justified.

(ii) Refunds to the Associati on made pursuant to sub-paragraph
(g)(i)(B)(Il) of this paragraph shall be credited to the Credit
Account for subsequent withdrawal or for cancellation in
accordance with the relevant provisions of this Agreenent,

i ncluding the General Conditions.

2. No withdrawals fromthe Credit Account for deposit into a Security Trust Account
shal | be made after June 30, 2011, or such later date as the Association shal
establish. The Association shall promptly notify the Borrower and ATI of such later
dat e.

3. Unpai d I nsurance Facility Amounts shall be retained in the Security Trust
Account (s) and, before the Insurance Facility First Cosing Date, shall be used on a
revol vi ng basis for the pur pose of providing new I nsurance Contracts under the

I nsurance Facility.

Part C Fi nanci ng of New Insurance Facility and Ot her Activities

Subj ect to the Insurance Facility Agreements and paragraph 4 of Part C of this
Schedule following: (i) the Insurance Facility First Cosing Date, or (ii) the
term nation of the Insurance Facility for a reason acceptable to t he Associ ation, or
(iii) the md-termreview of the Project, the Borrower shall be entitled to obtain the
rel ease of any remaining bal ance of the Revolving Insurance Facility Amounts for their
use in any activity or to finance any other purpose agreed between the Borrower and
the Associ ation.

2. Subj ect to the Insurance Facility Agreenents and paragraph 4 of Part C of this
Schedul e, any bal ance of the Revol ving Insurance Facility Amounts renmmining after the
Second O osing Date shall be released to the Borrower.

3. In the event that pursuant to paragraph 1 of Part C of this Schedul e the
Borrower and the Association agree to the establishnent of a new Insurance facility,
then except as the Association shall otherw se agree, funds nmade avail abl e pursuant
hereto for that purpose shall be used in accordance with the procedures acceptable to
the Associ ation, including the procedures outlined in paragraph 1 of Schedule 2 to the
Proj ect Agreenent and the Qperations Manual .

4. If: (i) the Borrower at any tine has failed to pay the Association any anount
owi ng under a Devel opment Credit Agreenment or under any guarantee of any sums advanced
by the Association to a third party at the request of the Borrower, or (ii) an event
specified in paragraph 5.01 (a), in paragraph 5.01 (f) or in paragraph 5.01 (k) of
this Agreenent has occurred at any tine, then the Borrower shall not have the right to
obtain the rel ease of any part of the Revolving Insurance Facility Amounts.

Part D: I ncome Anounts

1. The Incone Anpbunts or part thereof shall, until the expiry of the Insurance
Facility First Cosing Date, be used only for the follow ng purposes and in the
following order of priority:

(a) first, to pay any commtnent charges and any service charges due and
payabl e to the Association pursuant to this Agreenent; and, if and to the extent only
that there is any avail abl e bal ance remaining of said Incone Anmounts after having been
applied as provided in this paragraph (a), then

(b) second, if and to the extent that the Board of Directors of ATI shal
have adopted a resolution to such effect and, thereafter, the Managing Director of AT



shall have provided witten notice to the Borrower requesting paynent of same, to pay
the Borrower’'s proportional share of ATI’'s operational costs, based on the Borrower’s
contribution to the business of ATI (or based on such other fornula as may be adopted
by ATl at any time with the approval of its Board of Directors), in the event that
such operations are not self-financing;, and, if and to the extent only that there is
any avail abl e bal ance remai ning of said I ncone Anpbunts after having been applied as
provi ded in paragraph (a) above and this paragraph (b), then

(c) third, to contribute to the reserves of ATl in addition to the anmounts
all ocated thereto in accordance with paragraph 1 (b) of Article 9 of the Agreenent
Establishing ATlI; and, if and to the extent only that there is any avail abl e bal ance
remai ni ng of said Income Amounts after having been applied as provided in paragraphs
(a) and (b) above and this paragraph (c), then

(d) fourth, to nake any reinbursenent to a Security Trust Account due and
payabl e by the Borrower pursuant to Section 4.02 of the Participation Agreenent.

After the Insurance Facility First Cosing Date, the Inconme Arounts or renaining
bal ance thereof shall be released to the Borrower at the request of the Borrower.

SCHEDULE 4
Perf ormance | ndicators

Primary Indicators

1. I ssuance of Insurance Contracts in an aggregate principal amunt of thirty-five
mllion Dollars ($35,000,000) or equivalent by the third anniversary of the Effective
Date and i ssuance of Insurance Contracts in an aggregate principal anbunt of three
hundred and fifty million Dollars ($350,000,000) or equivalent by the tenth

anni versary of the Effective Date, all in respect of transactions pertaining to the
Bor r owner .
2. The operations of ATl are self-financing after three years followi ng the

conmencenent of its operations

3. On average, in any twelve-nonth period commencing on the Effective Date, fewer
than one C aimper year resulting from Covered Ri sks other than War or G vi

Di sturbance, Civil Conmotion or Enbargo has been nmade, which Claim in the opinion of
t he Association, woul d have arisen as a result of the action or om ssion of the

Gover nnent of Kenya, including any departnent, agency or political or admnistrative
subdi vi si on t hereof.

4, Signature and delivery of the Insurance Facility Agreenents.
Secondary I ndicators

1. The Project has catal yzed the introducti on of conprehensive trade credit
i nsurance available within the Borrower’s territory.

2. On average, in any twelve-nonth period commencing on the Effective Date, there
has been a ten per cent (10% increase per annumin the volunme of bank Iendlng for
trade transactions pertaining to the Borrower (including both [ocal and foreign
banks) .

3. A decreasing trend in cost and an increasing trend in maturity of trade finance
avail able for transactions pertaining to the Borrower - to be neasured by surveying
users of the Insurance Facility.

4, An increasing nunber of States participate in the Insurance Facility over the
life of the Project.

5. A broadening of ATI's client base within the Borrower’s territory over the life
of the Project.






