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SESSTO}IAL PAPER No. 3 0F 1980

Ttre Kenya GovemrEnt Guarantee of a loan to ttre rnduetrlal
Deveropnent Bank Ltmlted from the rnterDatlonal Bank for
Reconstructlon and Developnent.

THE GUARN{TEE (I,OANS) ACT (CAP. 46I )

rn accordance wlttr the provlslons of the Guarantee (Loans)
Act (cap 461) the followlng inforuratlon ts lald before the
Natlonal Aesembly relatlng to a Guarantee by the
Governrnent of the obrigatlons of the rndustrlal DevelorrflEnt
Bank Ltmlted (herelnafter referred to as rIDBr) tn reapect
of a loan ln varlous currencies equlvalent to u.s. Dollarg
Thlrty mllIlon (Us$ 30r0O0r0OO) or Kenya Shg. 22t.4 mlllton
equlvarent to be granted to rDB by ttre rnternatlonal BardG
for Reconetructlon and Development of lglg H street
N.W. Waehtngton D.C. 20433, Unlted Statee of Nnerlca
(herelnafter referred to as the rWorld Bankr)

a

2. rDB was estabrlshed at ttre inltlatlve of the Goverunent
ln January, 1973 to pronote and stlmulate the lndustrlal
development of Kenya by provldlng nedlun and long-terar
loans and equity ftnance for lndustrlal proJects whlch are
economlcally sorurd, flnanetarry vlable and technlcally
feaslbre. rn approvlng projects for flnanclng, rDB girres
conelderable welght to proJects that are labour lntenslvn
and make maxlmum use of Local resrourceg and raw materlals.
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3. The authorlsed share capLtal of fDB ls KShs. 240 mllllon
comprlsJ.ng of KShs. 200 milIlon Class A ordlnary shares
and KShs. 40 mllllon Class B ordinary shares. The

Government holds 49t of the Class A ordlnary shas.ss,

the regt belng held ln equal proportlons of l2tt each

by wholly owned Governrent instltutlons namely:- the
Industrlal and Conunerclal Development Corporatlon, the
Kenya Natlonal Assurance Company Llmlted, the Natlona1
Bank of Kenya Llmlted and Kenya ReLnsurance Corporation.
AIl subscrlbed Class B shares are held by the Governnent.

4. The Government expects IDB to finance most of lts
lnvestments by ralsing long-term loans from forelgn
lnstltutlons. In thls way IDB plays a leadlng role
ln ralslng the forelgn exchange needed to flnance the
lmportatlon of capltal goods requlred for lndustrlal
development. The loans raLsed by IDB are on-lent on

conunerclal terms to varl,ous industrlal. enterprlses ln
accordance wlth Government development strategy.

5. Ttrla w111 be the fourth World Bank loan to fDB to be
gruaranteed by the Government. The first loan of
U.S. Dollars 5 mllllon $ras concluded ln 1973 and ls now

fully commltted and dlsbursed. The second loan of
U.S. Dollars 10 mllllon vtas concluded In L975 and le now

fully conunltted and 978 disbursed. The thlrd Loan of
U.S. DoIIars 20 mllllon concluded ln L977 ls now 80.5t
commltted. Due to sound management of lts reaources,
IDB has been able to neet all Lts obllgatlons and

conunltments to the World Bank as requLred by the terms
of all the three prevJ-ous loans and the Governnent ls
confldent that thls trend w111 contlnue.

6. The US$ 30 mllIlon loan is repayable by half-yearly
lnstalments and is for a term of 18 years lncludlng
3 years moratortum on prlnclpal repaynents.
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The rate of lnterest on the }oan wlll be 8.25t per
annum payabte half-yearly on the principal amount

withdrawn and outstanding from tllne to time. The Loan

will be used for funding IDB supported industrlal
projects during the two and a half year perlod from
June 1980 to December 31, 1981.

7. The effectiveness of the loan ls conditional upon a

guarantee belng provided by the Government. The

National Assembly ls therefore requested to apProve that
the Government may guarantee repalnnent of the loan
referred to ln paragraph I and other charges thereon.

8. The current total contingent liabllity of the Government

1n respect of guarantees glven under Sectlon 3 of the
Guarantee (Loans) Act (other than those speclfled in Ure

schedule to the Act) amounts to KE 283,328,094. Wlth
the Guarantee of a sum equivalent to KE 11,070 1000

nolv proposed, the aggregate w111 be increased to
Kg 294,398,09 4 of which KE L2,585 1583 wlll fall wlthin
paragraph (a) and KE 28L,8L2,51r w111 falI withln
paragraph (b) of SectLon 3 (3) of the Act.

HON.I,II{AI KTBAKI
VICE-PRESIDE}IT & rOR FINANCE




