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SESSION PAPER No. oF 1980

The Kenya Government Guarantee of a loan to the Industrlal
Developnent Bank Llnlted from the Arab Bank for Economlc
Development In Afrlca.

TTIE GUARANTEE (LOANS) ACT (CEP. 461)

1. fn accordance with the provlslons of the Guarantee (Loang)
Act (Cap, 46I) ttre follorlng lnformatlon ls lald before
the Natlonal Assembly relatl.ng to a guarantee by the
Crovernment of the obLlgatlons of the IndustrLal Developrent
Bank Llmlted (herelnafter referred to as "IDB") ln regPect
of a loan of Unlted States Dollars 5 mlIIlon equlvalent
to Kenya Shll[ngs 35.9 mllllon at current rates of
exchange to be granted to IDB by the Arab Bank for Economlc
Development ln Afrlca of P.O. Box 2211, Khartoum, Sudan
(herelnafter referred to as "BADEA'),

2. IDB was establlshed at the lnltlatlve of ttre Governrent 1n
January, 1973 to promote and stlmulate the lndustrlal
developnent of Kenya by provtdlng rnedtum and long-term
loans and equJ.ty finance for lndustrlal proJects whlch are
economlcally sound, financtally vlable and technlcally
feaslble. fn approvlng projects for flnanclng, IDB glves
conslderable weight to projects that are labour lntensive
and make maxlmum use of local resources and raw materlals.
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The authorlsed share capltal of IIIB ls KShs. 240 mllIlon
comprlelng of KShs. 200 mLllton CLase A ordlnary sharee
and KShs. 40 mlLllon C1ass B ordlnary shares. The
Governrent holds 49t of the CLaes A ordlnary sharea, the
rest belng held ln equal proportlons of 12lt each by
wholly owned Government lngtitutlons namely: ttre fndustrlal
and Commercial Development Corporatlon, the Kenya Nattonal
Assurance Company Llmlted, the Natlonal Bank of Kenya
Llmlted and Kenya Relnsurance Corporatton. All sttbscrlbed
Class B shares are held by the Govetrulent.

BADEA was formed by Arab States ln L974 ln order to forster
economlc, flnanclal and technlcal co-operatlon between
Afrlcan countries and countrles ln ttre Arab world by,
lnter a1ia, asslsting publlc or prlvate conpanles,
organtsatLons and projects carrylng out thelr bueiness
ln Afrlcan cor:ntries and Ln whose capltal tlre Governlents
or cltLzens of those corrntries have a majorlty holdLng.
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5. The Government expects IDB to flnance most of lts
lnvestments by ralsing long-term loans from forelgm
tnstltutions. In this way IDB plays a leadlng role ln
flndlng the forelgn exchange needed to fLnance the
lmportatlon of capLtal goods requlred for lndustrlal
development. The }oans ralsed by IDB are on-lent on
comruercial terms to varlous industrlal enterprLses ln
accordance wlth Government development strategy.

6. The sald loan will be utlllsed for procurement of
forelgrn goods and servtces.

'1. The loan w111 bear lnterest at the rate of 78 per annum
on the amount wlthdrawn and outstandlng from tlme to tlne.
Such lnterest wlll be pald seml-annually ln arrears.

8. The prlnclpal amount of the loan wlLl be repald over a
geriod of L2 years lncludlng a grace perlod of three
years.

9 The effectlveness of the loan is condltlonal upon a
guarantee belng provlded by the Government. The Natlonal
Assembly ls therefore reguested to approve that the
Governrnent may guarantee repayment of the loan referred
to in paragraph I and other charges therein.

10. The current total contingent Iiabtllty of the Government
ln respect of guarantees glven under Section 3 of the
Guarantee (Loans) Act (other than those speclfled ln the
schedule to the Act) amounts fo K€ 294,3981094. Wlth
the guarantee of a sum equlvalent to KE I8r4501000 now
proposed, the aggregate w111 be lncreased to KE 3L2 18481094
of which KE L2,5851583 will falI within paragraph (a)
and KE 300,262,51I wlthin paragraph (b) of Sectlon 3 (3)
of the Act.

HON. M}IAI KIBAI(I
VICE-PRESIDENT & IIINTSTER TOR FTNAIiICE
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