L \() Y O- &«\

SESSIONAL PAPER NO. I OF 1SUL et Asst |

' »-'"hj\-;:i, H—w :!\.;gi‘ *L/Zﬁ
‘ : e 2,

REPUSLIC OF KENYA

THE GOVERNMENT OF KENYA GUARANTEE OF A
LOAN TO THE INDUSTRIAL AND COMMERCIAL DEVELOP-
MENT CORPORATION FRON THE DEUTSCHE GESELLECHAFT FUR
WIRTSCHAFTLICHS ZUSAMMENARBEIT (ENTWICKLUNGSGESELLSCHART)
M3H, A PRIVATE LIMITED COMPANY INCORPORATED UNDER THE LAWS
OF THE FEDERAL REPUSLIC OF GERMANY WITH ITS HEADQUAHTERS IN
COLOGNE, FEDERAL REPUBLIC OF GERMANY

£ GUARANTEE (LOAN) ACT CAP. 4C1

In accordance with the provisions of the Guarantee (Loans) Act, Chapter
461, of the Laws of Kenya, the following information is lais bzfore the
National Assembly for the proposad guarantcc by thoe Govornmant of the
obligations of th. Industrial and Commercial Development Corpor: tion
(hereinafter called ICDC) in respect of a loan of fiftcen million Doutsii
viarks (15,000,000) equivalent to about Kenya Shillinmgs Sixty Milliion
(kshes. B0,000,000/=) at current exchangs ratss to be grantad to ICUU
by the Deutsche Gescllschaft Fur Wirtschaftliche Zusammoenarbeit
(Entwicklungsgessilschaft) mbh (hereinaftor called D.&,6.) a finansial
institution of the Faderal Republic of Gormany to sgnable ICOC to maike
further additional financidl contributions by way of equity to thc
Rift Vallzy Textiles Company Limitod (RIVATEX),

IVATEX was incorporated as a private limited liability company on

1Sth June, 1975 with a nominal share capital of Shs. ZOD,UUO/n divided
into 10,000 shares with a nominal value of Ghs. 20/= each. The shar:
capital was subsegucently increased to Shs., 115,000,000/= divided into
5,750,000 sharss of Shs. 20/= mach, The additional sharcs worc to rans

in all respects pari passu with thc original sher:zss.

The shareholders of RIVATEX are listed below together with thoe

parcentage and number of thoir sharcholding:--

W IR



. S5 d
‘ e
{18 . N Ji X
T S U 7 P T o R LN
Bias SRS Al § .k
13 % 9 1 1 LS
£ (i { X )
¥id : N f,, it | L
. , . -
-y N . . . . g . N
bt ) T R I SRRl Ve 14 S s .
. - . » - -~ . 4" e - - > oA ¥
i ISP T PRI ) 8 | Bha \ e TH i SN S ot o B .
. - /
LIS R 31 N i t o i
. s 4 & N % Y = o
' . hERE TS doaki : ! § . : v o
N ) " s A RS OB B A0S : ™ S g
. » ]
V i 3 o . STaY e S |
f v HER s g v i £ \ e SRS L= P RN {
)
= |
an 1
! E $oo ! | USRI L ® e [ A i . P
5 . $ A;'
: i 9 “ HE- S8 B BRI iy : A
= PR LA I 1 - ‘ ; 4 . 1. e L 4 &t
Y
! il e et S0 : i P
P st : 4 LI 1 N 3 . ER N S8 ¥ i
o ) Wil .
- R 1 ¢ N LT | I B b ! [N} “,'__' '
: ; i
P T g 5 i X :
bk i 3 N0 )N ! L I ouReal ) S i
. g bod
x 2 " - N -" < W e 1"
A x i d - néd - T e d ) L0 e B 8y i {)/ N
- ; -
\ R AL ¢ ik ik L e g (3 ?

s FHIL Lo ey ' i l i g Ry T T e B I Bkl B
= i . L .‘ » I
\ B , vl R 5 PO TRy Sl v
{ SR B R & O \- 23 D SR 7 5.8 T A S

(2% g

o
&
o . v : ey~ 4 )
Py . ot . i 4 Lus it rf WU T ik Ul 8
f i i M i - £
5 o ek i £
P AL
#1438 i
P
e e XN ) SR S PRRESTE RN stk




SHAREHOLDER NUVBER OF SHARES el

I.C.D.C. 2060400 35,83

Seditex Grou 1633862 29.28

W ¥ 1030738 17,93

D.EuG. £75000 15.22

SIFIDA 100000 1,74
JoTAL oL L L5

At incorporction RIVATEX was maneged by foreigners who left towards

the end of 1979, The company is now headed by a local Managing Director.

3. A SUMMARY OF THE LONG TEAM LOANS AND MACHINERY SUPPLIER'S CREDIT
TO RIVATEX

A. INDUSTRIAL DEVELOPMENT BANK (IDB) LOAN:

i) Loan Amount in Foreign Currercy - US$ 1,120,000

ii) Purpose of the loan - to finance foreign costs of the plant

i.e. imported machinery and services.

jii) Government Guarantee - none

iv) Principal Amount Already Repaid - USp 56,000 in June, 1978

B.  DE/ELOPMENT FINANCE COVPANY OF KENYA (DFCK) LOAN:

i) Loan Amount in Local Currency - KShs. 5,000,000/ =

ji)  Purpose of Loan - to finance Local Capital Costs of the
RIVATEX project.

iii) Govermment Guarantee - none

iv) Principal Amount Already Repaid - none

C. INTERNATIONAL FINANCE CORPORATION (IFC):

1)  Loan Amount in Foreign Currency - USG 6,300,000

ii)  Purpose of Locn - to finance foreign costs of RIVATEX
project.

ii) Government Guarentee - none

iv) Principal Amount Already Repaid - none
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D.  SIFIDA LOAN

i)  Loan Arcunt in Foreign Currency - Deutsche Mark 736,000

ii)  Purposc of Loan - to finance foreign costs of the RIVATEX projects,

iii)  Governicnt Guerantee - none
iv)  Principil Amount Already Repaid - DM 46,000
June, 1978

E.  EAST AFRICAN DEVELOPMENT BANK (EADB):

i)  Loan Amunt in Local Currency - Kshs. 3,000,000/=

ii) Purpos: of Loan - to finance Local Capitel Costs of the
RIVATEX project.

iii) Goverrient Guarantee — none

iv)  Principal Amount Already Repaid - KShs. 750,000/=

Fe DEUTSCHE GU'SELISCHAFT FUR WIRTSCHAFTLICHE ZUSAMMENARBEIT
ENTWICKLUIGSGESELISCHAFT, MoH (DEG) LOAN:

i) Loan Amount in Foreign Currency - DM 1,300,000

ii) Purpcsc of Loan - to finance the purchase of fixcd assets
for the RIVATEX projcct.

iii)  Goverrnment Guarantee - none

iv) Prin:ipal Amount Already Repaid -- none

G.  ICDC_LOAN - KSHS. 11.G5 MILLION:

Followinc Govermment supported efforts for the financial rehabilitation
of RIVATEX, ICDC will now bc converting the above loan together with any

interest accrued on it into equity.

H.  ICDC LOAY — KBHS. 30 MILLION:

ICDC negotiated the above facility from the Commercial Bank of Africa
which it then on-lent to RIVATEX. This followed a Govermment directive
to ICDC to ensure continuity of operations at RIVATEX following the
pull-ou’; of foreign management. The funds were mainly utilised in

meeting an amount of Shs. 22 million due on Machinery Credits.
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i CONFIDENTIAL

On November 7th, 1980, ICDC devosited the sum K.sh. 10.5
mill on in RIVATEX's account with Commercial Bank of
Africa to assist RIVATEX to meet suppliers credit payments
which had fallen due on November 1lst, 1980 and not
rescheduled.

ICDC retains the ovntion to convert the above sum

together with any interest accrued on it into equity.

MACHINERY CREDIT:

The total amount involved and guaranteed by the
Government through ICDC is Shs. 88,723,753/-.

ICDC together with other Shareholders of RIVATEX have
agreed to take appropriate steps leading to the financial
restructuring and rehabilitation of RIVATEX. These steps
include increasing the nominal share capital of RIVATEX
and the acquisition by ICDC of shares originally held

by Seditex and Associates (Seditex Engineering
Beratungsgessellschaft fur die Textilindustrie MBH, Josef
Hansen and Sohne, Aubenhandelsgessellschaft MBH and
Findomer S.A.) who have pulled out of the company as
managers and Shareholders. The loan the subject of this
guarantee will be used to meet ICDC's financial obligation
to RIVATEX which include subscribing for shares in the
increased share capital, of the company. Part of the loan
will also be given as a loan to RIVATEX and part to meet
any financial commitment which ICDC may have met on behalf

of the company.

The disbursement of the loan is conditional upon a
Government guarantee being provided by the Government.
The National Assembly is therefore reguested to approve
that the Government may guarantee repayment of the loan
referred to in paragraph I hercof and other charges
connected therewith.
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CONFIDENTIAL-

The current total contingent liability of the
Covernment in respect of quarantees given under
section 3 of the Guarantece (Locans) Act, (other than
those svecified in the schedule to the Act) amounts
to KE£307,600,494 with the proposed guarantee of a
sum equivalent to K£3,000,000 now proposed, the
aggregate will be increased to K£310,600,494 of
which K£12,585,583 will fall within Paragraph

(a) and K£298,014,911 will fall within Paragraph
(b) of Section 3 (3) of the Act.
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HON. DR. MUNYUA WAIYAKI
MINISTER FOR INDUTRY
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