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Kenya Government Guarantee of a loan tTo the Industrial
Development Bank Ltd. from tThe Internatlonal Rank for

Reconstructlon and Development.

THE GUARANTE® (TLOANS) ACT (CAP.A461T)

In accerdance with the provision of the Guarantee (Loans)uict
(Cap.A461), the followling infeormation is laid before the National
Assembly rélating te a guarantee by the Governpment of the
obligations of the Industrial Development Bank Limited
(hereinafter referred to as ®IDB®) in rempect of a loan in
various currencies eguivalent To a maximum of TUnited States
Dollars twenty million (USE2C,000,000) (or K£8,300,000) Lo
to be granted Lo IDB by the International Bank for

7 Reconstruction and Developuent of 1818 H. Street N,.W,, 7
washington D.C. (hereinafter referred to as "the World Bank"). -

IDR was egstablished at the initiative of the Government in
January, 1973 to promote and gstimulate industrial develcpment
of Kenya by providing medium and long term leoan firnance and
participating in equity of the 1ndustrial projects which are
economicarly sound, financially viable and technically

feagible,

The authorised share capital of TDB is £4,000,000 which has
zlready been subscribed by the Treasury (49%) the Industrial
and Commercial Development Corporation (26%) the Kenya National
Assurance Company Limited (12¥%) and the National Rank of Kenya
CLimited 12924, A1l these institutions are wholly owned by the
Government. Thus IDB is a Government owned limited liability
company. A second share capital replenishment of £2 million
will be made during the year 197/7. The additional shares will.
be subscribed by the existing sharehoclders on & pro rata basis.
The incressed capital will enhance IDB's capability to mobilise

external rescurces for the industrial development of Kenya.
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The first World Bank loan toe IDE of U35% 5 milliorn was concluded
in 1973, Thig loan is now fully committed. 4 second loan of

US4 10 million conciuded in 1975 is now 80% committed. The
proceeds of the third World Rank loan of USH 20,000,000 will be
used mainly To finance the forelgn exchange component of projects
approved for Iinancing by IDB. In saprroving projects for
financing by IDB considerable welght 1s ziven To those industrial
projects that are labour intensive and make maximum use of local
resources.

The US% 20,000,000 loan from the World Bank is repayable by half-
vearly insftalments commencing 3 years and finishing 18 years

from now, the amount of these instalments being on a risgsing scale
starting at USH 330,000 and finishing at USH1,120,000 (the lass
instalment belng due in February, 1995), subject to adjustment
according to the on-lending repayment schedules. The rafte of
interest on the World Bank lcoarn will be approximately 8.,20%

per annum payable half-yearly on the principal amount drawn

and owing by IDR from time to Time.

The current Lotal contingent 1iability of the Kenya Government in
respect of guarsntees given under clause 5 of the Guarantee
(Leans) Act (obther than thoss spsciiied in the schedule To the
Act) amounts to K& 282,136,841, With the guarantee of a sum
equivalent to E£ 8,300,000 now proposed, the aggregate will be
increased to Kf 290,456,841 of which K& 201,667,569 will fall
within paragraph (a) and K& 88,749,272 within paragraph (b)

of clause 3(3%) of The 4ct.
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