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SESSIONAL PAf::::R ~JO. 7 0.f 1986 

Kenya Government Guarantee of a Loan to the Industrial 

Development Bank Limited from the African De velopment Ba~k . 

THE GUARANTEE (LOANS) ACT CAP 46 1 

1: In accordance with the provisions of the Guarantee 

(L0ar1s ) Act (Cap . 461) the folJ.owj_ng i nfor-Bation is 

laid before the National Assembly for consideration 

and approval . 

refe rred to as ".IDB':) in r'espect of a Loan of UP, . ? 0 

.mi~lior, (twenty mill5.or: units of accou.f-,ts) equ:; ,·alsnt 

to approximately Kenya Shi lli n'gs three hu nd!·•ed and 

ej_ g~1t_y two million seven h u.ndr-'2d thousand ( Ksh . 382;700 ,IJ00) 

to be granted to IDB by the African Divelppmen t BaTII~, 

a Corpor ation established by the Artic l e$ .of Agreement 

dr3wn up at the Conference o f F i nance Ministers held a ~ 

Khartoum in the Sud an in J Ll ly and August 13GB as set cut 

mor•e par•t icularly i n and by the Af Pi c r:1n Development Bank 

P.ct ( Cap 49 2 of t h8 Laus o f Kenya. , and ~a.v:.n g it s Heaci 

O~fice at B. P . No.1 38 7 , Abidj an, Ivory Coast . 

3. IDB was establi shed .:1.t the init iat i ve of the Gcver:r.!Jerrt: 

in J anuary, 19 78 to prcmote and stimulate indust r i al 

d e ve lcpme nt of Ke nya by f rovi4i ng medium a nd long - term 

loan financG and partic i pating in eq uity of various 

industrial projects whi ch are economically sound, 

t e chn ically· f eas ibJe and financiall y viah l ,~. 
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The I:CE' s a.u·;:h01,ised sha.:ce cay;i.tal cvmp:e:;_ses of £1 Cl_· 

millio~ Class A a~d £2 million Class · B ordinary shares 

of Rsh.20/= each representing the voting and non-voting 

capital ~espectively. The Government holds 49% of t~e 

Clciss A share capital and the balance is held by four wholly 

Govefnment owned institution3. IDB will ~0ntin0e to 

finance most of its investme1·t by raising long-term loans 

from forei gn institutional l~ndcrs . In this way IDB 

will play a leading role in finding the foreign exchange 

needed to finance the importation of capital goods 

requi1•ed for industrial development. The Loans raised 

by IDB are on-lent on cormnerci ~t l terms ·to varioi..is 

ind ustrial ent~rprises in accoJdance with G~vernment's 
i 

development stritegy and may b~ used for both foreign 

·exchange an~ local costs. 

The said loa n :is to finance·pm.~t o~ all or the direc-~ 

and indirect foreign exchange costs. 

4. The Loan will bear interest at the rate of 10% per 

annum, a s·t a:tu to1'y cc,rilmission of 196 pep annum on the 

amount of l ~ia:i. disbursed and unrepaid fi:iom time ::.o 

time, clnd a commitment chargi of 1% per annum on the 

undisbursed amount of the credit. Such interest will 

b e paid semi annually in arrears. 

The Principal will be paid over a period of 12 years 

after a grace period of 3 years in twenty-four (?4) 

egual,and consecutive semi-annual instalments . 

All payments will h~ m~de to Africnn DevPl0n~ent Bank 
. ' 

in Units of Accounts. 

5. The Loan is conditional upon a guarantee being provided 

by the G<>vernrn2nt of Ker.ya , fo:c which the Nat:icna J. 

Assembl~'s approval is hereby sought. 
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6. The cur-rer,t total c·.::mting1:.?n-t liability of the 

Kenya Government in respect of guarantee issued 

under section 3(3) of the Guarantee (Loans ) Act 

'( othel" ·thr.1n those specifi,,-d in the schedule to 

the Act) amounts to K£478~072,497 of which 

KE431,158,000 is in respect of covenants expressed 

in foreign cur·rency as per' paragr·aph (b) and 

Kf46,91~,497 in respect of covenants expressed 

in Kenya currency as per paragraph (a) of Section 

3(3) of the Act. 


