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Kenya GoverT~.t;1·ent Gua1~antee of a loan to tLe Industrial 

Development Bank L-td,. f'ro:m the International Bank f'or 

Reconstruction and. Develournent,. 

THE GUARANTEE (LOANS) ACT (CAP, ~,6J) 
' 

In a.ecorda:;;.1.ce 1;.·_ri th the '0rovisions ef the Guarantee (Loar1s) Act 

(Ca,-p., Lf61), th"e folluiaring informa'½:;ion is laid before tlJ.e 

National Assemb]_y relating to a guarantee by the Government of 

the obligations of the Industrial Develoument Bank Li-r:~ited 

(herein?fter referred to as 0 IDB n) in respect of a. foreit:n 

currency loan eqnivalent to a .maximum of United States Dollaris 

ten million (US $10,000,000) (or K£3,571,428) to be granted to 

IDB by t~he International Bank for Reconstruction and Develovment 

of 1818 K-1 Street rJ .'d. i\Tashington D.C. (hereinafter refer-red to· a:S 

trthe ·world Bank 1!)a 

IDB was establislbed by the Goverr1r11ent in .January, 19 7 3 -to 

facili ts.te intlus-trial develo-ryment in Kenya by assi2,ting in th.e 

pro:motion, es-tab:iish.ni.ent., eznansio!l and/or modernization of 

medi1..n11 or lari,;e E',cale .iTidustrial enteritJrises in the country by 

s,Jay of subscri ?tion to sha.recn,Di t,2,l and/ or :medium and long term 

loans .. 

The authorised sharecanital of IDB is K.£/, 000, 000 of -:Jhich 

K£2, 000, 000 ha.s already bee::1 sub:?,cribed the Treasury and the 

Industrial and Comr:1.ercial · Develof:)meat Corpora-!cion. It is -nrooosed 

to allocate ?art of tJie other £?., 000, 000 sharec.e:)i tal to tbe\: Kenya,. 

National Assurance Com7._)any Ltc1. and the National. Bank of Kenya Ltd .. 

both of vrhich are com~an.ies orismecl by the i\.enya Government. The 

rest would acain be subscri_becl: j;Jy1·then'i'r-eamrry~ and~YCDC. Thus IDB 

is a Goverr..1.rnent 01•Jl1.ed l:l3:nited liat'lility com'l)any and will continue 

to remain so. 



.(., 

IDB is expected to finance :n1ost of its investment by ra:Lsine; 

long term loans from. foreign. institutions .. In this ~day IDB 

v.rould assist in finding the foreic:n exchane:e need.ed in the 

c?uYii-try to fina11ce the irn:µortation of caoital goods for 

industrial developm.e:n.t,. 

the Government, obtcined a loan of' US ,$5 ;~illion frow the 1fJorld 

Rank for on-lending to approved investment e!.'1terprises in Kenya .. 

This first loan. has beerci fully cotrJE.i tted to enterprises s9re2,d 

throughout the country in textiles, vee;etable urocessing, 10ulp 

and paper, salt' refining, engineering aiD.d -tourisra. The loans 

:ria.ised by IDB are on-lent on co1Tu1.1ercial terms t·o various industrial 

dev'elopri1ent enterprises in accorrdance with Govern'l!'~entfs develop­

ment stra.tegy and may be used for both foreign ezchanee and local 

costs. 

The US $10,000,000 loan from the World Sank is renayable by· half­

yearly instalments co~snencing 3 years and finishing 17½ years 

from no\-1, the -amount of these instalments being on a rising scale 

starting at US $170,000 and finishing at US $570,000 (the last 

instalment being due in January, 1993), subject to adjustment 

according to -the on-lending reoayment schedules. The rate of 

interest on the World Ba~k loan will be 8½% ner annum nayable 

half..;..yearly on the -p:rrincival arnount drawn and owing by IDB for 

the time being. 

The current tot;al contingent liability of th.e Kenya Governn1ent in 

resuect of guarantees given under clause 3 of the Guarantee 

(Loans) Act (other than those Specified in the sChedule to the Act), 

With the guarantee of a StL~ equi va~en.t 

to K£3, 571,428 now proposed., the aggreeate ~-1ill b.e increasecl to 

K:2178,822,,634 o:f which LC:2105, 362,662. ,-.rill fall within oaragranh 

(a) and K:£73,4-59,972 within ;,Eragraph (b) o:f clause 3(3) o:f the 

Act., 

The Trea.sury 

19th June, 1975 




