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THE GHANA VENTURE CAPITAL FUND FINAL EVALUATION

EXECUTIVE SUMMARY

In late 1991, in recognition and support of financial sector reform efforts undertaken by the
Government of Ghana, and to demonstrate the need for financial products and services designed
to meet the long-term financing requirements of growing businesses, USAID/W and
USAID/Ghana (hereinafter referred to jointly as USAID) sponsored the formation of a venture
capital fund in Ghana. USAID was joined in this effort by the Commonwealth Development
Corporation (CDC) of the European Union (EU).

From the outset, the agreed upon legal structure was to establish two companies, a non-bank
finance company to hold the funds, Ghana Venture Capital Fund (GVCF or "the Fund"), and
a management company, Venture Fund Management Company (VFMC), to make investment
decisions. It was further agreed that USAID, through a grant, would underwrite the operational
expenditures of VFMC, and that CDC would be the anchor investor in GVCF and lead the effort
to attract additional investors.

The two companies were incorporated in Ghana and began commercial operations in November
1992. The total USAID grant amounted to $1,094,000, expended, in support of VFMC
operations, over a three year period ending in November 1994. CDC committed $2.0 million
to GVCF and assisted the Fund in raising an additional $3.8 million in investment capital from
a number of development finance and local institutions, bringing total fund investment capital
to $5.8 million.

Final Evaluation Report

Under the terms of the USAID grant, the progress of GVCF and VFMC was to be monitored
and evaluated on at least an annual basis, and a final or end of activity evaluation was to be
conducted after the expiration of USAID’s financial support. The present document reports the
findings of this end of activity evaluation.

A team of three consultants, a venture capital expert (Laurence C. Morse, PhD) and two finance
experts with extensive experience in Ghana (Eric L. Chatman and Markai Plange), undertook
the final evaluation. The team was charged with evaluating the Fund’s contribution to achieving
the goal of promoting Ghana’s private business sector with a focus on its: (i) political and
regulatory environment impact, e.g., on Government of Ghana programs and policies; (ii) direct
economic impact, e.g. job creation, expanded private sector activity; and (iii) business impact,
e.g. heightened understanding of the venture capital mechanism, access to investors and
attractive investees.

The evaluation team conducted most of its field work in Ghana during the two week period
February 12-23, 1996. Over the course of its field work, team members: (i) visited all GVCF
portfolio companies; (ii) conducted scores of interviews with VFMC management, GVCF board
members (all of whom either are or represent GVCF investors), the managing directors and



finance officers of all GVCF portfolio companies, Government officials, prominent Ghanaian
business owners, and representatives of other institutions which play significant roles in Ghana’s
private sector; and (iii) collected portfolio company and VFMC/GVCF management reports,
financial statements and other data considered appropriate and necessary to complete its assigned

task.

Observations and findings based on the team’s evaluation effort are presented in four sections
under the following headings:

The Legal and Policy Environment

The Operations of the Venture Fund Management Company, 1992-1995
GVCEF Portfolio Review and Evaluation

The Impact of the GVCF on Private Sector Development

Summary of Findings

1.

GVCF’s most obvious and significant impact with respect to the basic factors operative
in the private enterprise development process has been on Government policies and
regulations. The promulgation of the Financial Institutions (Non-Banking) Law of 1993,
and the subsequent publishing of "Draft Operating Guidelines for Venture Capital
Funding Companies” by the Bank of Ghana in 1995, with input by VFMC management,
constitute a clear signal from the Government of its intent to create a regulatory
environment conducive to the growth and development of institutional venture capital
finance in Ghana.

From the commencement of commercial activity, GVCF has undertaken a continual
marketing effort to better acquaint the general business community with its presence and
the nature of its particular product. These efforts are seen as having been generally
successful. There was broad consensus among a cross section of private sector
participants that GVCF’s presence in the financial sector has resuited in much greater
understanding in the larger business community of the specific utility of venture capital
as an appropriate financing mechanism for certain types of businesses.

The third area in which GVCF has had an impact on private sector development falls into
the category of behavioral or attitudinal change. Several respondents, who had either
referred investment opportunities to GVCF, or were particularly knowledgeable about
its present portfolio and deal pipeline, commented on what they characterized as a greater
degree of management discipline, focus and professionalism exhibited by some of the
entrepreneurs who had to meet the Fund’s demanding pre-investment criteria and on-
going reporting standards. It was suggested that should companies led by such
entrepreneurs become significant wealth creation vehicles for their owners and GVCF
investors, the impact on other business owners and other potential entrepreneurs would
be quite significant.



The evaluation team did not find there to have been a discernible direct economic impact
from GVCF’s investment activity to date, with respect to areas such as job creation,
increased tax revenues and enhanced infrastructure development. However, given that
the Fund had invested a total of $1.6 million in six companies, over less than a two year
period at the time of this evaluation, a significant impact in these areas would not be
expected. Based on the Fund’s present deal pipeline, the number of projects now
approved for investment that should come into the Fund’s portfolio over the next twelve
months, and the fact that approximately 50% of the projected dollars to be invested
would go into start-up companies, appreciable direct economic impact should be
discernible over the next five years.

Lastly, while prevailing macroeconomic conditions and the relative youth of the existing
GVCEF portfolio make it difficult to draw conclusions about the likelihood of GVCF’s
ultimate success, the team found the current portfolio, albeit small, in fairly good shape.
Grouping GVCF’s current investments into three broad performance categories --
satisfactory, watch and problem -- precise definitions for which are made explicit in the
report, the team concluded that of $1,625,000 invested as of February 23, 1996,
$707,000, or 44% of capital invested, has been invested in companies performing
satisfactorily and demonstrating high financial return prospects; $528,000, or 32% of
capital invested, has been invested in companies experiencing difficulty due primarily to
external conditions and for which return of capital is highly probable and attractive
returns possible, though less likely; and the balance of $390,000, or 24% of invested
capital, has been invested in a company experiencing significant problems due as much
to internal as external problems and for which, barring significant changes, return of
capital is doubtful.



| THE GHANA VENTURE CAPITAL FUND (GVCF)
A. Background

In 1984, under its Economic Recovery Program (ERP), the Government of Ghana embarked on
a formal process of economic reform which graduated into a Structural Adjustment Program in
1987. Under this program, a series of initiatives were launched to redress major economic
imbalances and to foster growth through liberalization. One such initiative was the Financial
Sector Adjustment Program (FINSAP). At the time, the financial sector was dominated by
formal banking institutions, most of which were undercapitalized and possessed portfolios
characterized by a large number of non-performing loans. Under the FINSAP, the Government
sought significant deregulation of the financial sector, undertook recapitalization of the banks
and encouraged the development of new forms of financial intermediation in the economy.

USAID/W and USAID/Ghana (henceforth together referred to jointly as USAID) recognized the
impact and the limits of these reform efforts and, to demonstrate the need for financial services
and products designed to meet the long-term financing requirements of growing businesses,
sponsored the formation of a venture capital fund in Ghana. USAID was joined in this effort
by the Commonwealth Development Cooperation (CDC) of the European Union (EU), which
had launched venture capital funds in other countries, had been actively involved in Ghana for
some 40 years, and had also expressed an interest in supporting the establishment of a venture
capital fund in Ghana.

From the outset, the agreed upon legal structure was to establish two companies, a non-bank
finance company to hold the funds, Ghana Venture Capital Fund (GVCF or the "Fund"), and
a management company, Venture Fund Management Company (VFMC), to undertake investment
decisions. It was further agreed that USAID, through a grant, would underwrite the operational
expenditures of VFMC, and that CDC would be the initial investor in GVCF and lead the effort
to attract additional fund investment capital.

The two companies were formally incorporated in Ghana and commercial operations began in
1992. The total USAID grant amounted to $1,094,000 expended in support of VFEMC
operations over a three year period ending in November 1994. CDC committed $2.0 million
to GVCE and assisted the Fund in raising an additional $3.8 million in investment capital,
bringing total fund investment capital to $5.8 million.

B. Final Evaluation Report

Under the terms of the USAID grant, which was administered through its Africa Venture Capital
Project (AVCP), the progress of GVCF and VFMC was to be monitored and evaluated on at
least an annual basis, with a final or end of activity evaluation being conducted after the
expiration of USAID’s financial support. The present document reports the findings of this end
of activity evaluation. (See Attachment A: Statement of Work).
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A team of three consultants, a venture capital expert and two finance specialists with extensive
experience in Ghana, undertook the final evaluation. (See Attachment B: Team Capabilities).
The team was charged with evaluating the Fund’s contribution to achieving the goal of
promoting Ghana’s private business sector with a focus on its: (i) political and regulatory
environment impact, e.g., on Government of Ghana programs and policies; (ii) direct economic
impact, e.g. job creation, expanded private sector activity; and (iii) business impact, e.g.
heightened understanding of the venture capital mechanism, access to investors and attractive
investees. Suggested specific tasks included evaluating:

the legal and policy environment in which the Fund operated;

the operations of VFEMC during the period 1992-1995;

the operations of companies in the Fund’s portfolio, examining the success (or lack
thereof) of these companies;

the impact of the Fund on the financial sector in Ghana; and

the future role of the Fund in Ghana’s private sector development effort.

The evaluation team conducted most of its field work in Ghana during the two week period
February 12-23, 1996. Though not required, a brief exit meeting was held at USAID/Ghana
on February 23, 1996, during which two evaluation team members -- the venture capital expert
and one of the finance specialists -- discussed some of the team’s observations and preliminary
findings. More detailed observations and findings are discussed in the following four sections
of this report.



II. THE LEGAL AND POLICY ENVIRONMENT

The legal and policy environment as it pertains to venture capital and fund management
companies has developed, in part, due to the establishment of the Ghana Venture Capital Fund
(GVCF) and Venture Fund Management Company (VFMC). GVCF is formally regulated under
the Financial Institutions (Non-Banking) Law. (See Attachment C for a copy of the Financial
Institutions (Non-Banking) Law). However, provisions in the law are geared towards the
regulation of depository or lending institutions. As a consequence, GVCF management is
working with the Bank of Ghana to address provisions in the law that are unsuitable for venture
capital companies. VFMC is formally regulated under the Securities Industry Law. (See
Attachment D for a copy of the Securities Industry Law).

To date, the regulatory and policy environment has been supportive in the establishment and
operations of GVCF. The broad policy objective of the Government of Ghana appears to be
designed to encourage the development of venture capital funds through the drafting of
appropriate laws and regulations. This section provides an overview of the financial sector and
discusses the particular laws and regulations which affect venture capital companies.

A. Overview of the Financial Sector
1. Introduction

The financial sector in Ghana has undergone significant changes in the past few years. With the
assistance of the World Bank and other donor agencies the following have been achieved:

the foreign exchange market has been liberalized;

commercial banks have been restructured and recapitalized; and

the Bank of Ghana has ceased direct credit ceilings and other credit rationing mechanisms
and replaced them with new financial policy instruments, namely open market operations
and risk-adjusted capital requirements.

In addition, new financial institutions have been established and are introducing new products
and services. This has placed significant pressure on the regulatory establishment to revise laws
and policies to encourage prudent financial practices and aid in financial sector development.
For example, the establishment of Ghana Venture Capital Fund and other non-bank financial
institutions has led to efforts to revise the Financial Institutions (Non-Banking) Law of 1993,
since some of the provisions are not suitable to non-depository institutions. These trends are
expected to continue as the financial and capital markets continue to develop and all market
participants gain more experience.



2. Financial Sector Adjustment Program

In 1987, the Government instituted the Financial Sector Adjustment Program (FINSAP I) which
was targeted at overhauling the financial sector in all areas including regulation, supervision,
monetary and credit policy, and capital market development. A major aspect of the program
was the recapitalization of commercial banks and the establishment of the Non-Performing
Assets Recovery Trust (NPART), an organization similar to the Resolution Trust Corporation
(RTC) of the United States. Many of the non-performing assets of the commercial banks were
transferred to NPART in exchange for FINSAP bonds to clean up the banks’ balance sheets.

In 1991, FINSAP II was initiated. FINSAP II was designed to fine-tune the earlier efforts to
improve the functioning of banks through the training of commercial bank personnel, while
proceeding with the government’s privatization program and efforts to strengthen the capabilities
of the Bank of Ghana. Overall, the program has been successful, leading to significant
improvements in the performance of banks and other financial institutions.

In 1995, the privatization program moved to its implementation stage. Mandates were awarded
to three financial advisory teams to execute the privatizations of Social Security Bank (SSB),
Ghana Commercial Bank, and National Investment Bank. Although all three banks were
scheduled to be privatized in 1995, only Social Security Bank succeeded in its privatization,
while the privatizations of National Investment Bank and Ghana Commercial Bank were
postponed until 1996. SSB was privatized without a strategic investor, which the program
requires. As a result, the search for a strategic investor continues. The offering for Ghana
Commercial Bank began in late February 1996.

3. Market Participants

The financial sector can be broadly segregated into banking and non-banking institutions. Major
banking institutions include commercial, development, merchant and rural banks. Non-bank
institutions include discount houses, the Stock Exchange, an export finance company, Ghana
Venture Capital Fund, leasing companies, a mortgage finance company, brokerages, and other
financial services companies such as Databank Financial Services Limited. Within the past few
years, a number of bank and non-bank financial institutions have entered the financial sector.

3.1 Banking Institutions

Commercial Banks

Commercial banks in Ghana include Ghana Commercial Bank (GCB), Standard Chartered Bank
Limited (SCB), Barclays Bank of Ghana Limited (BB) and Social Security Bank Limited (SSB).
SSB, once a state-owned enterprise, was privatized in 1995 and GCB is scheduled to be
privatized in early 1996. Standard Chartered Bank Limited (SCB) and Barclays Bank of Ghana
Limited (BB) are subsidiaries of multinational banks with substantial Government of Ghana
holdings (27.5% and 40%, respectively). These banks collectively have over 250 branches
nationwide and a network of foreign alliances.
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Commercial banks offer a full range of banking services. These include taking retail deposits,
making loans (mostly short-term), providing project financing, import-export financing, money
market instruments, and loan syndications.

Development Banks

Development banks in Ghana include National Investment Bank (NIB), Agricultural
Development Bank (ADB) and Bank of Housing and Construction (BHC). These are all
government-owned. They were formed by statute to channel financial resources to specific
sectors of the economy. ADB and BHC were established to focus on the agriculture,
construction and housing sectors, while NIB was established for large scale industrial projects.
Over time, however, these institutions have broadened their activities and now operate
principally as commercial banks. NIB is also presently undergoing its privatization exercise.

Merchant Banks

Merchant Banks include Merchant Bank Ghana Limited, Ecobank Ghana Limited, CAL
Merchant Bank Limited, Trust Bank, and the recently formed First Atlantic Merchant Bank and
Metropolitan Allied Bank. These are privately-owned institutions which function as. wholesale
commercial and investment banks. As commercial banks, they extend banking services and
credit facilities to business institutions and corporations. As investment banks, they underwrite
commercial paper and corporate debt, arrange private placements, and finance mergers and
acquisitions.

Merchant Bank Ghana Limited, CAL Merchant Bank Limited, Ecobank Ghana Limited and First
Atlantic Bank also operate brokerage subsidiaries and participate actively in the stock market as
Licensed Dealing Members of the Ghana Stock Exchange.

Other Banking Institutions

In addition to the institutions outlined above, there are approximately 120 rural banks which
serve rural communities and the Ghana Co-operative Bank, which was established to mobilize
private savings to meet the credit requirements of co-operative societies. In aggregate, these
institutions account for less than 5% of total assets in the banking system. In addition, Equator
Bank Ltd, a member of the HSBC Group, has established a small office in Ghana and is
managing the Africa Growth Fund, a foreign originated venture fund invested in Ghana.

3.2  Non-Bank Financial Institutions

Non-bank financial institutions include the discount houses, the Ghana Stock Exchange (GSE),
an export finance company, two leasing companies, a venture capital company, a reinsurance
company, insurance companies, a pension fund, credit unions, and two building societies. Most
of these institutions are regulated to some degree by the Bank of Ghana under the Financial
Institutions (Non-Banking) Law.



Discount Houses

Two discount houses operate in Ghana, Consolidated Discount House Limited (CDH) and
Securities Discount Company Limited (SDC). These institutions function as brokers in the inter-
bank money market, where banks buy and sell short-term securities to meet their reserve
requirements, invest excess funds, or borrow needed funds for short periods.

They make markets and have authority to deal in Bank of Ghana bills and notes, government
securities, bankers’ acceptances, negotiable certificates of deposits, commercial paper, and
cocoa bills. They also participate in the Bank of Ghana weekly auctions. Both discount houses
have established brokerages and are licensed dealing members of the GSE. In addition, CDH
operates an investment management subsidiary.

The Stock Exchange

The Ghana Stock Exchange (GSE) has been operating since November 1990. At present, ten
(10) licensed brokers have been trading on the floor of the GSE. Nineteen (19) companies with
a market capitalization of about c¢2.9 trillion trade on the GSE as at February 23, 1996.

Other Non-Bank Financial Institutions

The Export Finance Company Limited (EFC) began business in July 1990 and is owned by seven
insurance companies and Ghana Export Promotion Council. EFC’s purpose is to serve the
export sector with pre-export finance, rediscounting bank loans, export guarantees, and loans.
It was designed to provide financing alternatives to exporters who historically have had difficulty
financing their exports through the banking sector. However, due to high interest rates and
short-term repayment terms, the majority of EFC products are not adequate financing
alternatives for exporters.

Ghana Leasing Company Limited began operations in April 1992. It is owned by a consortium
made up of the International Finance Corporation, the Commonwealth Development Corporation
and some local financial institutions. Another leasing company, Leasafric Ghana Limited, is
owned by a few individuals and institutions. Ghana Venture Capital Fund is an investor in
Leasafric, which began operations in 1994.

The Africa Growth Fund, managed by Equator Bank, has invested in a merchant bank, an
automobile importing company, a soft drink bottling company and an agri-business.

Insurance companies, with their stable flows of premium income and large investment portfolios,
could play a larger role in the financial sector. Currently, there are some twenty (20) registered
insurance companies and two (2) re-insurance companies in Ghana. They provide life, fire,
motor, marine, general accident and workmen’s compensation insurance. Apart from State
Insurance Corporation (SIC) and Ghana Reinsurance Organization (GRO), which are government
corporations, all insurance companies are privately-owned.



The Home Finance Company and First Ghana Building Society provide home mortgage financing
in Ghana. At present, the housing finance market is dominated by HFC. However, other
companies (e.g. Union Mortgage Bank) are entering the market. HFC also operates a unit trust
scheme, one of the first mutual funds in the country.

The Social Security and National Insurance Trust (SSNIT) is the only pension fund in Ghana.
SSNIT receives more than c2 billion in premium income each month from employees and their
employers. SSNIT’s total investment portfolio is in excess of ¢50 billion (US$ 40 million)
which is invested in treasury bills, government stocks and bonds, loans, equities, real estate, and
bank fixed deposits.

One company, Eximguaranty Company (GH) Ltd, has been established to offer free financial
advice to banks and to give guarantees to banks for the loans they provide to exporters.

There are over four hundred (400) credit unions in the country with close to 100,000 members.
Savings mobilized in the informal sector are usually on-lent to contributors on flexible terms.
Individual credit unions show deposits ranging from ¢3 million to ¢7 million. The Credit Union
Association of Ghana is the promotional body which helps establish and support credit unions
in the country.

B. Sources of Equity Financing: Donor Institutions

One of the clear weaknesses in the Ghanaian financial system is the limited medium and long-
term financing available in the market place. While commercial banks are the major source of
loanable funds in the market historically, they focus on providing only short-term financing for
their clients. As a consequence, many companies inappropriately use short-term funds to finance
long-term projects.

A number of donor institutions provide medium and long-term financing to Ghanaian companies.
These include the Commonwealth Development Corporation (CDC), the International Finance
Corporation (IFC), Danida, and other institutions. In addition, selected donor agencies provide
funds to the Bank of Ghana and commercial banks to be on-lent to entrepreneurs. These include
the Private Enterprise Export Development Program (PEED) and other programs.

1. Commonwealth Development Corporation (CDC)
The Commonwealth Development Corporation (CDC) is a development financial institution
which offers long-term loans and risk capital to new and existing private enterprises. CDC

usually prefers equity investments to be less than 20% of total financing and invests up to £3
million in a business. Normally, it will not finance greater than 35% of total project costs.
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Grace and repayment terms are determined according to the cash flow of each business. In most
cases, however, the given period is two (2) years and the loan maturity is five (5) years or more.
CDC’s current portfolio stands at seventeen (17) projects with a total of £48 million committed
to Ghana.

2. Danida

Danida is giving support to the private sector in Ghana by establishing long-term cooperation
between Ghanaian and Danish companies. Danida provides grants in the areas of technical
assistance, training, education, and assistance for the improvement of occupational health and
of the external environment. Loans which Danida provides are for the importation of capital
goods, raw materials, components and for the payment of license fees, royalties and the like.
The loans provided are denominated in cedis over a ten (10) year period, with up to three (3)
years grace period.

Danida also provides buyer credit for financing development projects and supports priority
projects by the Government of Ghana to the tune of approximately US$2.8 million or 18.5
million DKK. Danida provides long-term grants for private sector programs, and supports
approximately four (4) programs a year with a maximum grant of between US$30 - 40 million.

3. International Development Association/World Bank Funds for
Small and Medium Enterprise Development (FUSMED)

The International Development Association, through a facility administered by the Government
of Ghana, provides loan facilities to private enterprises engaged in productive sectors and
services other than primary agriculture, trading and real estate. The maximum loan size is
$750,000 and applicants are required to contribute at least 25% of the cost of their project. The
Bank of Ghana administers the IDA loan facility (FUSMED).

The loans may be used for the purchase of plant machinery and equipment or as working capital.
Loans for the purchase of equipment are payable over a maximum period of ten (10) years,
including three (3) years moratorium. Credit for working capital is payable over a maximum
of three (3) years, including a one (1) year moratorium. FUSMED has US$28 million
committed to it and has provided funding for one hundred nineteen (119) beneficiaries.

4. International Finance Corporation/Africa Project Development’
Facility/Africa Enterprise Fund (IFC/APDF/AEF)

IFC, through APDF, provides debt/equity financing facilities for small and medium-sized
enterprises for the purpose of conceptual design, market research, management assistance,
technology selection, financial restructuring and raising financing. Project financings normally
cost between US$250,000 and US$10 million and are repayable over three (3) to seven (7)
years.
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IFC, in conjunction with APDF, provides financing to small business enterprises which have at
least 50% Ghanaian ownership. Long-term loans or equity are raised in the interest of the
project. To date, APDF has approved twenty (20) projects for which thirteen (13) loans have
been disbursed.

At present, Ghana has attracted US$11 million from the AEF’s total allocation made to Africa.
5. Private Enterprise Export Development Program (PEED)

PEED is a US$34 million World Bank line of credit to the Government of Ghana to help support
the export of non-traditional products. It is a short-term loan facility given to Ghanaian
exporters. The Bank of Ghana disburses this facility through commercial banks. At present,
twenty-three (23) exporters have benefitted from this facility. PEED has disbursed US$4 million
out of the US$34 million facility.

6. Japan

The Japanese Non-Project grant is a short-term credit facility which must be used within a year
and repaid within two (2) years. This facility is meant for the importation of such goods and
services as may be needed by the beneficiary. At present, seventy (70) applicants have
benefitted from this facility. Approval must be obtained from the Ministry of Finance.

Over the last two (2) years, US$21 million was committed to Ghana out of which 75% has been
disbursed. The remainder has been committed to prospective beneficiaries but not disbursed.
This year, 1996, the Japanese government has signed for a new grant allocation of US$11.6
million to the Government of Ghana, in support of two projects.

7. Business Assistance Fund (BAF)

The BAF is a revolving fund of c10 billion instituted by the Government of Ghana to assist
distressed, but potentially viable enterprises, and to permit enterprises seeking bank loans to gain
access to funds at a much more competitive rate of interest. The BAF typically provides
medium-term loan facilities of up to five (5) years.

C. Regulation of Venture Capital and Fund Management Companies

The regulation of Ghana Venture Capital Fund and Venture Fund Management Company, like
that for most non-bank financial institutions, is evolving. At present, the Fund is regulated
under the Financial Institutions (Non-Banking) Law and the Securities Industry Law. Draft
guidelines governing the operations of venture capital funding Companies were issued by the
Bank of Ghana in February 1996. These guidelines are designed to rationalize the regulation
of venture capital companies. '
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1. Financial Institutions (Non-Banking) Law

Passed in 1993, the Financial Institutions (Non-Banking) Law is designed to regulate the
activities of non-bank financial institutions. While the law is written to guide the activities of
all non-banking institutions, its rules are geared towards the regulation of deposit-taking and
lending institutions.

The law contains many of the basic provisions which are common in developed country banking
laws, including licensing procedures/restrictions, powers of the central bank (Bank of Ghana),
deposit taking restrictions, limitations on dividend payments and loans to Directors, etc. Major
aspects of the law include:

. Capital Requirements: c100 million

. Capital Adequacy: 10% of Risk Assets

° Liquidity Requirements: As Prescribed by BOG

° Exposure Restrictions: Limitation of 15% of net worth to

a single institution, and

Limitation of 10% of net worth to
a single institution if unsecured

The law was initially designed to apply to a wide range of non-bank institutions, including
discount houses, lease finance companies, mortgage finance institutions, building societies, credit
unions, savings and loans, acceptance houses, finance houses, as well as venture capital
companies.

While attempting to cover all of these institutions, it is clear that many of the provisions in the
non-bank law are not appropriate for selected non-bank institutions, including venture capital
companies. Specifically, the exposure limitations and minimum capital requirements are not
appropriate for venture capital companies.

Exposure limitations can be easily dealt with by the Fund’s investment guidelines. Any
potential investor whose risk profile does not fit a particular fund’s investment guidelines may
choose not to invest. In addition, investors in venture funds are likely to be sophisticated
investors who do not need the type of protection provided for individuals with exposure to
depository institutions.

The minimum capital requirements (c100 million) are unnecessary for venture capital companies.
Typically, these requirements are designed to provide a cushion against losses or provide a
minimum for operations. However, there is no reason why a venture fund focusing on small
and medium-sized enterprises cannot be established with a smaller amount of capital.
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2. Securities Industry Law

The Securities Industry Law, 1993 (PNDCL 333) is designed to regulate the activities of
institutions and individuals in the securities business. In its current form, it requires the
registration and licensing of investment management companies (including venture capital
management companies) and investment professionals. There are no references in the law to
regulate the activities of venture capital funds. The law, however, does prescribe the activities
of licensed advisors and other requirements. Venture Fund Management Company and all of
its investment professionals have obtained all necessary licenses.

3. Draft Guidelines on Venture Capital Companies

Draft guidelines governing the activities of venture capital companies were issued by the Bank
of Ghana in February 1996. These guidelines were intended to rationalize the operations of
venture capital funds and regulate them in a more effective manner. (See Attachment E for a
copy of the "Draft Guidelines"). The guidelines cover the following activities:

Investment Operations

Risk Management Norms - Transactions
Porifolio Classifications

Capital Funds

Deposits

Interest and Dividends

Other Matters

The guidelines outline policies on the type of investments a fund is allowed to make, the
necessary qualifications of the Fund Manager, exposure limitations, minimum capital
requirements, and other issues. The guidelines are helpful in that they are written with more
understanding of the activities of a venture fund than the more general Financial Institutions
(Non-Banking) Law. However, the guidelines for exposure and minimum capital provisions may
not be appropriate for venture capital activities. These guidelines are similar to those contained
in the Financial Institutions (Non-Banking) Law outlined above. As previously mentioned,
exposure limitations can be addressed through a fund’s investment policies, while the minimum
capital provisions are inappropriate for venture funds. GVCEF’s management is working with
the Bank of Ghana to rationalize these aspects of the guidelines and, in a meeting with evaluation
team members, Bank of Ghana officials indicated that subsequent changes in these areas, more
appropriate for venture funds, were likely to be forthcoming.
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IIl. THE OPERATIONS OF THE VENTURE FUND MANAGEMENT COMPANY
(VFMC), 1992-1995

A. Introduction

CDC received approval, in principle, to set up the Fund (GVCF) and establish the management
company (VFMC), in a letter from the Ministry of Finance and Economic Planning dated May
7, 1992. Mr. Giles Middleton, a CDC investment professional was seconded to Ghana to
undertake the start-up effort, which proceeded along two tracks. On the one hand, the
successful launching of the Fund required identifying and convincing a group of local and
foreign currency investors to commit significant funds to a long term investment effort without
“the certainty of eventually achieving a positive return on investment. On the other hand, before
beginning an active investment program, qualified staff had to be identified, hired and trained;

a pipeline of appropriate investment opportunities generated; and an appropriate evaluation

process established -- all of which are associated with the management company.

In this section, we cover the operations of the management company, VFMC, focusing on
staffing, training, operating procedures and deal flow generation from start-up to year-end 1995,
reserving our review and evaluation of the Fund until Section IV of the report.

B. Staffing

Following the official opening of the VFMC in November 1992, Giles Middleton hired an
Investment Manager (Pandit Adu, retained January 4, 1993), a Financial Manager/Controller
(Eugene Quayson, retained March 1, 1993), an administrative assistant, receptionist and a
driver. After a period of four months, Mr. Adu opted to change his role from full-time
investment manager to a part-time advisory role, and Middleton began actively seeking a
replacement. The ideal candidate was to be someone qualified to succeed Middleton as general
manager after a training and orientation period.

On March 1, 1994, John Mawuli Ababio joined VFMC as the new Investment Manager,
succeeding Giles Middleton as General Manager on November 1 of the same year. He remained
in that position at the time of submission of this report.

VEMC has a total staff of seven. At February 23, 1996, the investment staff consisted of:

° John Mawuli Ababio (36), Investment Manager. Former Investment Officer (North,
East, Southern Africa and Indian Ocean), SIFIDA Investment Company, Geneva,
Switzerland; Former Principal Investment Officer (Central, East Africa and Indian
Ocean), African Development Bank, Abidjan, Cote D’Ivoire; B.A. with honors, Politics,

Philosophy and Economics, University of Keele, U.K.; M.A. in International Business -

and Economic Development, University of Reading, U.K.
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. Eugene Quayson (31), Financial Manager. Former Deputy Manager, KPMG Peat
Marwick Okoh & Co.; Member of the Institute of Chartered Accountants. :

o Jacob Kholi (29), Investment Analyst. Former Management Accountant, Shell (Ghana);
Member of the Institute of Chartered Accountants; B.Sc Accounting, School of
Administration, University of Ghana, Legon. Joined VFMC April 1, 1995.

° Neustadt Amarteifio (37), Investment Manager/Enterprise Fund.! Joined VFMC on
September 1, 1995. Previous five years at EMPRECTEC responsible for its business
advisory, extension and consultancy services to small and medium-sized companies;
B.Sc. Development Planning, University of Science and Technology, Kumasi.

Complete resumes of all members of the investment staff are provided in Attachment G.

In our assessment, the investment staff is highly skilled, thoroughly competent, professional in
its comportment and business conduct and exhibits a very high degree of dedication to this
endeavor. Mr. Ababio, in particular, as team leader, brings to his task an extraordinary amount
of energy, enthusiasm and general business savvy. He is clearly respected by members of his
team and in turn demonstrates respect for their individual competencies, while appreciating the
dimensions along which further growth and development may be required. Externally, the team
receives generally high marks from entrepreneurs, members of the VFMC Board of Directors,
and in the case of Mr. Ababio, the broader private sector community.

Administrative support functions are well managed by Ms. Anastasia Gbogonah, Administrative
Secretary, who joined VFMC shortly after its inception. Additional support is provided by a
receptionist and driver.

C. Training
From inception, the primary sponsors of this venture capital initiative -- USAID and CDC -

placed a very high priority on staff training. This emphasis was embraced by VFEMC’s first
Manager, Giles Middleton, and has continued under his successor, John Mawuli Ababio.

! Note: In the first quarter of 1993, VFMC was approached by agents acting on behalf of the European Union (EU)
about the possibility of VFMC managing a fund to be established by the Government of Ghana, with the support
of the EU, to provide commercial long-term finance to growth oriented small and medium enterprises (SMEs) in
Ghana. Subsequent negotiations led to the establishment of the Enterprise Fund (EF), a $4.0 million fund, one-half
of which VFMC is to invest directly in SMEs, and one-half of which VEMC will place with participating financial
institutions to be on-lent to SMEs. VFMC entered into a management agreement with the EF on June 27, 1995,
a copy of which is included herewith as Attachment F. The EF commenced commercial operations on September
1, 1995.
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As part of his eight month "apprenticeship" to the former Manager, prior to assuming the helm,
Mr. Ababio spent six weeks with a venture capital firm in Washington, D.C., during which time
he was exposed to the American approach to venture capital and the challenges involved in
successfully managing a small investment management firm.

During the second quarter of 1994, after one year with VFEMC, Mr. Eugene Quayson, the
Financial Manager, spent one month with a venture capital firm in Dallas, Texas, learning about
their approach to venture capital investment management.

In September of 1995, both Mr. Ababio and Mr. Quayson attended the National Association of
Small Business Investment Companies’ (NASBIC) 1995 Venture Capital Institute in the United
States. The Institute, which is an annual event, brings together venture capitalists from the
United States and Europe for a week-long session of seminars, tutorials and working sessions
on various topics and case studies such as developing deal flow, deal structuring, pricing and
negotiation, effective monitoring and exit strategies. Mr. Ababio has recommended to the
VFMC board that Mr. Jacob Kholi, VFMC’s Investment Analyst, attend the 1996 Venture
Capital Institute.

Lastly, in November of 1995, Mr. Ababio attended a venture capital seminar in South Africa
organized by CDC’s Financial Markets Department. The forum was attended by all CDC fund
managers as well as country representatives from the various countries. Among issues covered
were staff training, portfolio valuation, fundraising and reporting.

D. Operating Procedures

The standard operating procedures of VFMC are codified in an operations manual which serves
as a reference tool for management and which is updated periodically as merited. The most
recent version, as of the date of submission of this report, was published in August 1995, a copy
of which is included in Attachment H. The manual covers: (i) the legal framework for VFMC,
GVCF and the Enterprise Fund; (ii) accounting, reporting and control procedures; and (iii)
GVCF investment procedures, including the decision-making process, Investment Committee
guidelines, due diligence procedures, investment disbursement and monitoring.

VFMC'’s accounting, reporting and control procedures were the subject of a recent audit by
CDC. As part of its standard monitoring, CDC sent in an internal auditor to review the
operations of both GVCF and VFMC. The audit report made a number of recommendations,
most notably with respect to the preparation of accounts, bank signatories, password controls
and fire proof storage of investment files -- all of which were subsequently implemented. A
copy of the CDC internal auditor’s “Back to Office” Report is included as Attachment I.

In our opinion, the investment procedures adopted by VFMC mirror, in all critical aspects, the

procedures followed by most well-managed U.S. venture capital funds, and, to date, appear to
be closely adhered to. :
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E. Deal Flow Generation

It is not an overstatement to say that the lifeblood of any venture capital firm is the quality of
~its deal flow. Absent sufficient inflow of high quality investment opportunities, a firm is
unlikely to be able to build a portfolio capable of generating the level of returns expected by its
investors. In Tables 1, 2 and 3, we examine VFMC'’s deal flow generation capabilities as
evidenced by the level of deal flow activity from start-up to end of year 1995, the percentage
of enquiries reaching the active due diligence phase of VFMC’s evaluation process and the
percentage of projects ultimately approved for investment. In Table 4, we examine the
composition of this deal flow by type of financing: start-up, expansion, privatization,
restructuring, acquisitions/buyouts, rehabilitations and special situations.

From the commencement of commercial activity through year-end 1995, VFMC processed a
total of 276 enquiries (see Table 1), of which 24, or roughly 9% , were the subject of active due
diligence and 10, approximately 4%, were ultimately approved for investment. Of these 10
projects 6, or roughly 2%, had become portfolio companies by the end of the period under
observation. The average small venture fund in the United States processes approximately 100
deals per year, with 3% - 5% ultimately becoming portfolio companies. Had VFMC'’s
approved investments all become portfolio companies, within the time frame under observation,
its deal flow conversion experience would be very much in line with U.S. industry norms.
However, as we shall see in Section IV, when we focus on the GVCF portfolio, there are
macroeconomic factors operative in Ghana which add a complicating dimension to the deal
conversion process, and which serve to prolong and sometimes frustrate the process of reaching
mutually agreeable investment terms and conditions.

Of considerable interest to us was the extent to which VFMC’s deal flow and "success rate,”
i.e., the percentage of projects reaching the active due diligence and investment approval stages,
changed over time. In Table 2, we present aggregate data on an annual basis, focusing only on
number of enquiries received, approved for due diligence and approved for investment. It
appears, not surprisingly, that as the marketplace became more knowledgeable about the
particulars of venture capital as a financing tool, both the quantity and composition of deal flow
changed, with the quantity of enquiries falling off and the percentage of enquiries reaching active
due diligence and investment approval increasing.

Although the choice of periods over which to aggregate and compare data involves a significant
degree of subjectivity, we found it insightful to consider the entire period from November 1992
through year-end 1994 as the "start-up" phase of VFMC’s activity. Not only does this period
roughly approximate the tenure of the first manager, but is a phase over which VFMC could be
reasonably considered not to have reached steady state performance. When we compare activity
during and post start-up, which we do in Table 3, VFMC’s ability to attract a more appropriate
stream of investment opportunities appears to be evidenced by the increasing percentage of
enquiries reaching active due diligence and investment approval.
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Lastly, in Table 4, we present VFMC’s quarterly deal flow from commencement of activity
through year-end 1995 by financing type. Start-ups and expansion financings together accounted
for roughly 84% of VFMC’s deal flow over this period, with potential start-ups alone
accounting for 54%. The remaining 16% was distributed, in diminishing order of importance,
among privatizations, restructuring, acquisitions/buyouts, rehabilitations and special situations.
Deals converted into portfolio companies during this period (6) included one start-up, three
expansion financings, one privatization and one special situation, all of which are discussed more
fully in the following section. (See Attachment J for a list of all VFMC enquiries from
November 1992 - December 1995).
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TABLE 1

GHANA VENTURE CAPITAL FUND
DEAL FLOW ACTIVITY

( November, 1992 to December, 1995 )

Quarter Ending
o 12/92 [ 3/93][6/93] ] 9/93] [12/93 | 3/94] [ 6794 | 9/94] [12/94 | 3/95] [ 6/95] | 9/95] [ 12/95] Total | Percent
Enquiries Under Initial Review
At Beginning of Period 0 5 10 17 13|} 11 8 4 4 5 17 13 16
Number of Enquiries Received| 19 47 35 26 18] 24 24 13 7 18 19 14 12 276 100%
Total Projects In House 19 52 45 43 31 35 32 17 11 23 36 27 28
Decined/Withdrawn -14|| -41f| -26}| -27]] -21|] -22|] -27|| -13 -6 -6]] -20]] -13 -12
Reinstated 0 0 0 0 3 0 1 0 1 1 2 2 0
Requiring Funher Aiention SIC_ 111 19111811 1ol 71311 ®[1_ 41 ®I[ 18/l T8[| 18] 16 161 58.33%)
Due Diligence in Progress
At Beginning of Period 0 0 1 2 4 2 3 1 1 0 1 4 3
Approved for Due Diligence )
During This period _ 0 1 2 3 2 5 2 1 1 1 5 0 1 24 8.70%
Declined/Withdrawn During
Due Diligence 0 0 1 2 3 2 1 0 1 0 1 0 1
Due Diligence In Progress at
End of Period 0 1 2 3 2 3 1 2 0 1 4 3 2
Approved For Investment ol ol o[l ol 1l 21 3ol 1 ol 1 1 1 0] 3.60%
man  aew - - T T e e - - T M Yy T T
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GHANA VENTURE CAPITAL FUND

TABLE 2

DEAL FLOW ACTIVITY

( November, 1992 to December, 1995 )

Period
11-12/92 | FY 1993 | FY 1994 | FY 1995 | Total
Number of Enquiries Rgceived 19 126 68 63 276
: - o Percent |- 1 100.00%{-108.00%] - 100.00%; 100.00%| 100.00%
Approved for Due Diligence
During This period _ 0 _8 9 7 24
Percent 0.00% 6.35% 13.24% 11.11% 8.70%
Approved For Investmeﬂt 0 _ 1 6 . 3 10
Percent 0 0.79% 8.82% 4.76% 3.62%
TABLE 3
GHANA VENTURE CAPITAL FUND
DEAL FLOW ACTIVITY
{ November, 1992 to December, 1995 )
Start-Up
11/92-12/94 FY 1995 | Total
Number of Enquiries Rgceived 213 63 276
Percent 100.00% 100.00%]| 100.00%
Approved for Due Diligence
During This period _ N 17 7 24
Percent 7.98% 11.11% 8.70%
Approved For !nvestme_gt 7 N 3 10}
Percent 3.29% 4.76% 3.62%




TABLE 4

GHANA VENTURE CAPITAL FUND

DEAL FLOW ACTIVITY
BY FINANCING TYPE

( November, 1992 to Decembher, 1995 )

Quarter Ending

—_Financing Type 12/92 | 3/93] | 6/93] ] 9/93] |12/93 | 3/94]] 6/94] | 9/94]|12/94 | 3/95] | 6/95]] 9/95]] 12/95] Total | Percent
Start - Up 11| 20f] 12{f 18 ol 17| 15 5 511 14{1 13 5 4 148 53.62%
Expaﬁsion 7 25 16 6 2 3 5 3 1 1 1 6 6 82| 29.71%
Privitization 1 0 4 2 4 2 1 0 0 0 1 0 0 15 5.43%
Restructuring 0 2 3 0 3 2 1 1 0 0 1 0 0 13 4.711%
Acquisition/Buyout 0 0 0 0 0 0 2 1 0 1 3 1 1 9 3.26%
Rehabilitation 0 0 0 0 0 0 0 3 1 1 0 2 0 7 2.54%
Special Situation 0 0 0 0 0 0 0 0 0 1 0 0 1 2 0.72%

Total = 276] 100.00%
"
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IV. GVCF PORTFOLIO REVIEW AND EVALUATION
A, Introduction

It would be exceedingly difficult, if not impossible, to accurately assess the performance of
GVCEF’s portfolio without some understanding of the importance of macroeconomic conditions
as a significant factor in the general investment environment facing the Fund, and the degree to
which prevailing macroeconomic conditions in Ghana constrain the portfolio’s development.
Over the period of GVCF’s investment activity, macroeconomic instability in Ghana has been
manifested in several ways, the most obvious of which are high inflation, high interest rates and
considerable exchange rate volatility.

At the beginning of January 1995, the rate of inflation stood at 26%, but averaged 59.5% over
the course of the year. In its efforts to rein in inflation, the Bank of Ghana increased its lending
rates from 33% to 39% in January of 1995, and followed this with another increase in
September 1995 to 45%. Lastly, the exchange rate to the US dollar, which stood at ¢1,050:$1
at the beginning of the year, ended the year at c1,446:$1, representing a 37.7% depreciation
during the year.

As we shall see presently, some portfolio companies are much better positioned than others,
given their relative market strengths and degree of dependence (or lack thereof) on imported
production inputs, to adapt to and succeed in the face of such unfavorable conditions. The
potential for such conditions to impact GVCF’s ability to generate 20% per annum real returns
over the life of its investments is obvious. The consequences to date are discussed in the
portfolio company reviews which follow. The final impact on GVCF investment returns will
be known only after its fully invested portfolio is liquidated.

GVCF began its investment cycle in March 1994 and over the fourteen month period through
May 1995, invested a total of approximately US $1.625 million in six (6) companies. Brief
profiles of each company appear in Table 5. More detailed summaries of GVCF’s investments
follow a brief summary of our evaluation methodology.
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B.

Evaluation Methodology

In order to assess the performance of GVCF over the period 1992-1995, the evaluation team
reviewed all:

GVCEF Investment Files, including:

- Company Investment Memoranda

- Historical and Current Company Financial Statements (when available)

- Portfolio Company Management Reports;

VEMC Quarterly Reports covering the period December 1992 to December 1995;
GVCF Quarterly Reports covering the period December 1992 to December 1995; and
VFMC and GVCF audited financial statements for the years 1992 to 1994. (Audited
fiscal year 1995 Financial Statements were not yet available).

In addition, evaluation team members visited each portfolio company, interviewed each
company’s managing director, and when possible its chief financial officer or chief accountant
as well, and toured each company’s plant or facilities. These interviews were followed by a
series of interviews with VFMC senior management regarding its assessment of portfolio
companies’ performance and problems to date, as well as its views of each portfolio company’s
future prospects.
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TABLE 5

GHANA VENTURE CAPITAL FUND

PORTFOLIO
( as of February 23, 1996 )
Portfolio Company Industry Product/Service Date of Stage GVCF $'s % Fund Current
Investment Invested | Ownership Status
1. Sydals Limited Food and Beverage Specializes in egg production Mar-84 Expansion $158,000 10% Watch
Products/Services
2. South Akim Commercialindustrial |Produces crown caps for beer Jun-94 Expansion $212,000 20%] Satisfactory
Manufacturing Products and soft drinks; plastic bottles
Limited and caps for pharmaceutical
industry
. 13. Leasafric Ghana Financial Services Medium term lease finance for Jun-94 Start - Up $150,000 25%] Satisfactory
Limited business equipment, industrial
and agricultural machinery for
private and public sector
4. Paper Conversion Commercialindutrial  |Produces cardboard cartons Dec-94 Privitization $370,000 5% Watch
Company Limited and Consumer and tollet paper from imported
Products paper
6. ABC Brewery Food and Beverage Producer of beer, lager and Mar-96 Expansion $390,000 8% Problem
Limited Products/Services stout products; soft drinks to
be added
6. Ghana Pioneer Consumer Related Manufactures aluminum May-96 Special $348,000 38%| Satisfactory
Aluminum Factory household cooking products Situation
for domestic and export
markets
Total GVCF §'s Invested = $1,626,000
— — - —— " T e B . ] o | . T



C. Portfolio Company Evaluations
1. SYDALS Limited (Sydals)
a. Company Description

Sydals is a family-owned company, incorporated in 1972, specializing in egg production. The
company developed gradually over the years and by the end of 1987 had a 15,000 layer (i.e.,
producing hen) capacity, expanding to 55,000 layers in 1992. In 1993, a further expansion was
undertaken, increasing the capacity to 85,000 layers.

The main inputs to the company’s production cycle are day-old chicks and feed. All day-old
chicks are imported directly by Sydals due to the unreliability of obtaining a guaranteed supply
of disease-free chicks from the local market. The company formulates its own feed based on
a mix of imported and local raw materials, as there is as yet no commercial feed supplier in
Ghana able to offer reliable feed quality.

The company was founded by Dr. S.B.K. Quartey, who remains its largest shareholder and
chairman, although he is no longer active in the day to day management of the company. Dr.
Quartey is a qualified veterinarian and has wide experience in this role in West Africa. He
established Sydals as a sideline business and did not expand it significantly until his son Kenneth
Quartey joined him in 1984. Kenneth Quartey, a university-trained animal scientist, serves as
Managing Director of the company and has been the driving force behind the development and
expansion of the business.

b. GVCF Investment
On February 18, 1994, VFMC sought the approval of its board to invest ¢150 million
(approximately US $158,000 at the then prevailing exchange rate) in Sydals in the form of equity
and a participating loan (c80 million in equity for 10% of the company’s shares and ¢70 million
in a participating loan repayable in 1999).

c. Expected Use of Proceeds
Sydals took on additional term borrowing as well as a number of short-term loans in order to

finance its 1993 expansion. It was envisaged that the GVCF investment would be used to settle
a number of creditors, reduce bank borrowings and purchase a generator.
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d. VEMC Pre-Investment Key Risks Analysis

At the time that VFMC sought board approval for this investment, the following were présented
as the results of its key risks analysis:

'

unavailability of imported feed ingredients;
continued pressure on margins;

major disease outbreak; and

departure of Kenneth Quartey for any reason.

]

e. Company Performance Post-GVCF Investment

GVCF closed on its investment in Sydals on March 21, 1994 which, given its tight cash
position, used c60 million of GVCF’s money to buy foreign exchange which it used in the
following quarter to purchase imported day-old chicks and new equipment. The balance of c90
million was used to reduce the interest bill on borrowings as envisaged on approval of the
investment. The company was not able, as had been planned, to either settle with a number of
its creditors or reduce principal on its bank borrowings.

Although the company met or came close to meeting its production and sales targets for fiscal
years 1994 and 1993, it generated year-end losses against budgeted profits in both years due to
a fairly continuous cycle of rising import prices and downward pressure on egg prices. While
this led to both reduced profit margins and strained cash flow, thus far, the company has
remained current on its obligations to GVCF. The company’s current ratio at December 31,
1995 stood at 1:1 and its debt to assets ratio was 78%.

Summary financial performance data for the years 1994 and 1995 are presented below:

Sydals, Fiscal Performance Data, 1994 and 1995
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f. Evaluation Team Observations and Assessment

Sydals is a well-run company. However, its present difficulties stem from certain structural
elements of its production function which do not permit, as it were, an easy fix. In brief, the
company utilizes two main inputs (day-old chicks and feed) to produce its primary product --
eggs. Day-old chicks are sourced solely on an imported basis and the proportion of imported
to local ingredients in a typical feed formula is 39% to 61% in volume terms. The price of
imported chicks varies from day to day with currency fluctuations and the percentage cost of
imported ingredients in the typical feed formula is rising constantly as the cedi depreciates
against the U.S. dollar. Short of the availability of a cheaper local feed supply of acceptable
quality and a reliable local supply of properly vaccinated chicks, the company is perpetually
vulnerable to a degree of input cost escalation that it cannot control.

In and of itself, this may not place a company in financial distress, if it is in a position to
increase prices sufficiently to maintain profit margins. Unfortunately for Sydals, the demand
for eggs in Ghana, while growing, is not strongly price inelastic, and also evidences a significant
degree of seasonality (with demand generally being strongest and least price sensitive during the
final quarter of the year due to the sequence of major holidays therein).

The company’s financial difficulties are further exacerbated by its present debt ratio, making
it extraordinarily vulnerable to rising interest rates, which also have been a persistent feature in
the Ghanaian economy over the last two years.

It was fairly evident to the evaluation team that, but for its exceptionally capable management
team, this company would be in even worse financial condition. As it stands, it appears to be
a likely candidate for financial restructuring if it is to eventually clear all bank debt and prosper.

Of the risk which VFMC thought material prior to its investment, the company has confronted
two -- continued pressure on margins and an outbreak of disease -- and thus far survived. It is
for this reason that we do not discount the probability of GVCF eventually recovering its
investment, although we believe the likelihood of its realizing a positive return on this
investment to be minimal.

While GVCF may well subsequently find it prudent to write down this investment, it may in the
near term find it necessary to consider converting part or all of its debt to equity as part of a
restructuring effort. Should this occur, GVCF might attempt to acquire "put" rights for its
equity as one consideration for any accommodation.

28

D\



2. South Akim Manufacturing Ltd. (SAML)
a. Company Description

SAML makes crown caps (bottle tops) used by brewers and soft-drink bottlers from imported
tinplate and plastic granules using an automated process. Sheets of tinplate are stacked next to
the machine, which lifts them, cuts out the discs for caps, and discharges the waste. The discs
are then crimped, and lined with plastic in a heat-bonding process. The caps are then
automatically counted into cartons of 10,000 units. Less than 1% of production is lost through
quality problems or other wastage.

The production equipment was bought from the manufacturer, SACMI of Italy, in 1990 at a total
cost of $800,000. The machinery was chosen from amongst three suppliers of similar
equipment. The company runs the only fully automated plant installed in West Africa, with
competitors in Cote d’Ivoire and Nigeria using separate units for cutting, crimping, lining and
packaging caps. The company has experienced no major breakdowns of its machinery since
purchase. Replacement parts are bought from SACMI as needed, supplemented by occasional
technical advice.

SAML was founded in 1969 by Mr. E.J. Prah, an engineer by profession who, after serving 20
years with the State Transport Corporation (lastly as its chief executive), retired to establish the
company. In 1981, Mr. E.J. Prah turned over active management of the company to his son,
Mr. George Prah, a graduate of the City University, London (degree in International Finance,
1978, post-graduate training in accounting), who currently serves as the company’s managing
director.

b. GVCF Investment

On May 18, 1994, VEMC sought board approval for a GVCF investment of c200 million
(approximately US $213,000 at the then prevailing exchange rate) to acquire a 20% interest in
the ordinary shares of SAML.

c. Expected Use of Proceeds

In the short term, proceeds from GVCF’s investment would be used to reduce the company’s
bank overdraft and debts, and to increase stocks of imported raw materials -- primarily tinplate
and plastic granules. This would enable SAML to reduce interest costs and foreign exchange
losses, and to meet expected growth in demand. In the medium term, the company’s
expectation was that this financing would enable the company to free up additional resources for
diversification.
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d. VEMC Pre-Investment Key Risks Analysis

At the time that VFMC sought board approval for this investment, the following were presented
as the results of its key risk analysis:

. Further decline in margins: it would appear that SAML is a relatively low cost
producer, but as the market grows, it is likely to attract more attention from overseas
firms, leading to further pressure from imports. It is also possible that a lower cost
producer could set up in Ghana, although this seems less likely given the substantial
investment required for low-cost production.

° Over-ambitious diversification plans: SAML management knows its job, but could come
unstuck in new areas. It will be important for VFMC to get involved in diversification
plans to ensure they are prudently conceived and well executed.

. Further conflict between Chairman and MD: the risk of this should be minimized by
appointing at least one other experienced non-executive director to the board, and by
making the accountant a co-signatory on cheques, which will reduce Chairman’s
involvement in day-to-day matters.

e. Company Performance Post-GVCF Investment

GVCF’s investment closed in June 1994 and the company ended the year with turnover of c1.6
billion (an increase of 69% over 1993 turnover, reflecting improvement in cost recovery through
appropriate pricing), net operating profits of c118.8 million (an increase of 391 % over 1993 net
operating profits) and profits after tax of c113 million (versus c11 million in 1993).

From year-end 1994 to 1995, turnover increased by 56% from c1.6 billion to ¢2.5 billion. Of
this increase, 12% was due to the increase in volume and the remainder was due to price
increases during the year. (The average selling price per carton was raised twice during the
year, from ¢70,000 per carton to ¢80,000 in March 1995 and to ¢100,000 in October 1995.)
The company achieved net operating profit of c215 million -- an 82 % increase over the previous
year. Export activity generated an additional US $42,097 in 1995.

Selling, general and administrative expenses also increased from 1994 to 1995, by 47%. This
increase was due primarily to: (i) a 10% salary increase negotiated by collective bargaining with
the local union; (ii) costs related to the appointment of a marketing manager and two senior
production personnel -- (Quality Control Officer and Electrical Technician) -- and additional
security personnel; and (iii) increased consumption and price of fuel, telephone, electricity and
water during the year.

During 1995, the company was able to finance more working capital from internal resources,
achieving a current ratio of 1.46:1, indicating an ability to meet its current liabilities
comfortably.
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Earnings per share grew from c4.55 in 1994 to ¢6.4 in 1995, while net assets grew from c1.1
billion to c1.3 billion. Shareholders’ interests grew by 10% to c1.4 billion in 1995.

Finally, during the second half of 1995, the company began production of bottles and caps for
the pharmaceutical industry in its plastics division, carrying out its diversification plans.

The company’s profit and loss statements for the period 1992-1995 are summarized below:

SAML, Summary Profit and Loss, 1992-1995

1992 1993 1994 1995

c'm c¢'m e'm c'm

Turnover 795 949 1,608 2,510
Direct Costs 498 700 1,256 1,963
Gross Profit 267 249 352 547
Gross Profit % 35% 26% 22% 22%
Indirect Cost 131 107 126 218
Depreciation 42 42 42 42
PBIT 94 100 184 (287)
interest (CY))] (76) 66 71
PBT 47 24 118 215
Tax (18) (13) 5 65
PAT 29 11 113 150

f. Evaluation Team Observations and Assessment

SAML is a well-run company. The team was particularly impressed by the managerial and
financial acumen of the Managing Director and the Management Accountant. While facing a
structural constraint similar to that of Sydals Ltd., in that its primary inputs are all imported,
SAML’s ability to manage the difficulties imposed thereby is dramatically different. As the sole
manufacturer of crown caps in Ghana, the company’s ability to pass on raw materials price
increases to its customers, while not unlimited, is considerably greater than that of Sydals.
Unconstrained by supply agreements limiting its ability to acquire raw materials from or through
a single source, SAML can change suppliers based on quality and price, and has done so
(although not precipitously) as either or both factor dictated.

The company’s long-term prospects appear reasonably bright. The privatization of both the
Coke and Pepsi bottling franchises in Ghana is expected to trigger substantial growth in the
market for the company’s primary product line. (The Coke privatization has been completed
and a new facility is on line; the Pepsi privatization is expected to close in 1996, with GVCF
involved.) Regionally, Togo, Benin and the Sahel countries are all importers of crown caps, and
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- after not exporting for several years, SAML recently re-entered the export market. In addition,
the company intends to actively pursue its plastics activity going forward and expects to make
additional investments in plastics machinery to expand its product offerings.

Prospects appear to be good for the company to list on the Ghana Stock Exchange in 1996 and
to be presented as a packaging company, leading in the manufacture of crown corks, closures
and containers. Should the company continue to perform on or near plan, GVCF may well
realize its projected return on this investment.

3. Leasafric Ghana Ltd. (Leasafric)
a. Company Description

Leasafric was incorporated in March 1992 in order to provide medium term lease finance for
business equipment, industrial and agricultural machinery for Ghanaian companies and public
sector organizations. In August 1994, the company was granted a license to operate as a leasing
company by the Bank of Ghana, in accordance with the Financial (Non-Banking) Institutions
Law and the Finance Lease Law.

The promoters of Leasafric are Mr. Seth Dei and his business partner, Mr. Ebow Essandoh.
Mr. Dei, the lead promoter, serves as Managing Director of Leasafric. Mr. Essandoh is not
directly involved in the management of the company.

Mr. Dei was educated in the United States, earning a Bachelors Degree in Agricultural
Economics from Cornell University, followed by a Masters Degree in Finance and
Communications from the Graduate School of Business at Columbia University. Mr. Dei began
his career in lease finance in 1973 at Taw International Leasing Company, a U.S.-based
company with ten African subsidiaries. He became vice president responsible for Africa in
1975. Based in Abidjan in 1977, he pioneered the indigenization and restructuring of the Taw
subsidiaries in Africa. In 1984, with Mr. Essandoh, he co-founded GECAD, Inc., a sales and
marketing company that handles electric power generation and transmission equipment for
General Electric in West Africa. Mr. Essandoh continues to serve as President/General Manager
of GECAD, and until Leasafric began operations, Mr. Dei served as GECAD’s Finance
Director.

Nature of Finance Leasing: A finance lease is a contract whereby the lessor (in this case,
Leasafric), supplies to the lessee (user), an item of equipment (the leased asset) selected by the
lessee, for a specified period, usually between 2 and 5 years, in return for a series of rental
payments by the lessee. Title to the equipment remains vested in the lessor, which will recover
the full cost of the asset plus its costs and a profit during the period of the lease.
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Finance leasing is similar to term lending, although tending to differ in the following respects:

- payments are spread evenly over the term of the transaction;

- finance cannot be used for purposes other than the acquisition of assets applied for;

- reduced/no requirement for collateral (because legal ownership of the asset remains
with the lessor); and

- reduced/no restriction on the company’s other borrowings.

b. GVCF Investment

On January 14, 1994, VFMC sought board approval to invest c180 million (approximately US
$200,000 at the then prevailing exchange rate) as part of a total financing of c¢765 million
(approximately US $850,000), to acquire a 23.5% interest in the ordinary shares of Leasafric
Ghana Ltd.

c. Expected Use of Proceeds

Proceeds of the June 1994 financing were to be used to fund the start-up of the company’s
operations, i.e., to set up offices, retain key personnel and to fund leases until more substantial
credit lines could be arranged with local banks.

d. VEFMC Pre-Investment Key Risks Analysis

At the time that VFMC sought board approval for this investment, the following were presented
as the results of its key risks analysis: .

- inability to access sufficient competitively-priced loan funds would prevent growth;
- poor selection of lessees leading to defaults;

-~ price competition with Ghana Leasing Company (GLC);

- mismatching lease receivables (currency, interest rate, maturity) with borrowing;

- market may not be adequate;

- lessee selection process could become unduly influenced by Ecobank, (an investor);
- poor control over administration costs.

e. Company Performance Post-GVCF Investment

The company got off to a fairly slow start during the remaining six months of 1994, post
financing, due in large measure to the time it took for the company to arrange suitable bank
lease credit facilities. The result is that, while the company wrote three leases during the period,
only one of which closed by year-end 1994, performance for the year was under budget.

For the partial year 1994, the company generated net lease income of ¢5.08 million and an -

operating loss of ¢65.9 million versus a budgeted profit of ¢5.9 million.

33



With credit facilities in place at the beginning of 1995, the total investment in Ieases amounted
to the equivalent of $1.4 million as against budget of $2.5 million. Total deals approved during
the period, however, amounted to $2.35 million. Turnover for the year was ¢334 million and,
after provisions and exchange gains, the company broke even with a nominal profit of ¢3.9
million, versus a budgeted loss of c54 million.

f. Evaluation Team Observations and Assessment

Leasafric is a well-run company facing a significant market opportunity. It has savvy, well-
trained senior management which has developed a thorough, tight credit screening process and
which follows an operating strategy that effectively insulates the company from one of the major
problems which plague many Ghanaian companies: foreign exchange risks.

Management has segmented its market such that it emphasizes US dollar-denominated deals,
targeting companies which generate US dollars from their operations (e.g. the mining sector):
the loans are written in dollars, Leasafric funds in dollars and the lessees pay back in dollars.
For those credit-worthy lessees which generate cedis from their operations, Leasafric uses its
cedi-denominated credit facilities, funds in cedis, is paid back in cedis. By attempting to have
approximately 85% of its portfolio value in dollar-denominated leases, the company incurs no
foreign exchange risks and minimal exposure to cedi depreciation. During fiscal year 1996, for
example, the company projects investing a total of $6.0 million in US dollar-denominated leases
and c1.5 billion (approximately US $1.0 million at March 1996) in cedi-denominated leases.
Indeed, within the first six weeks of 1996, the company’s Investment Committee had approved
deals with a total value of $2.2 million.

Which brings us to what may be the primary potential obstacle facing the company. Of the key
risks identified by VFMC prior to its investment in Leasafric, only one appears to have had any
appreciable impact on the company’s performance to date, and to remain a source of concern
going forward: the company’s inability to access sufficient (competitively priced) loan funds
to enable it to support its projected level of lease investment activity.

The funding constraint presented the company’s management with its greatest challenge during
the 1995 fiscal year. Management responded by adopting a strategy to build a high quality
portfolio with zero incidence of default, based on its belief that the banking community’s
perceptions of the company’s credit worthiness would be a function of the quality of its
portfolio. This approach appears to have met with some success. During the last quarter of
1995, the European Investment Bank (EIB) approved a one million ECU credit line for the
company, which the company hoped other sources in the financial community would emulate.
At the time the evaluation team left the field, Caisse Francaise Centrale was processing the
company’s application for a $2 million credit line and two of the company’s existing lenders
were considering increasing their lines to the company. In addition, VFMC is considering
extending a line to the company under the Enterprise Fund facility.

34

-



In sum, we believe Leasafric’s prospects are bright. Should the company maintain its credit
disciplines as it grows, thereby continuing to generate a quality book of investments, it ought
to be a very attractive candidate for listing on the Ghana Stock Exchange within the next two
years. Should the company continue to grow profitably but be unable or unwilling to enter the
public market, VFMC'’s put rights should enable it to exit this deal with an attractive return.

4, Paper Conversion Company Ltd, (PCC)
a. Company Description

PCC was established in 1961 as a tissue converter producing toilet paper and other tissue
products from imported jumbo rolls. In 1964, a corrugated cardboard carton line was added.
For much of its existence the company enjoyed a monopoly position in the Ghana market.
However, in recent years, the advent of competition, as well as both working capital and
equipment constraints, contributed to an erosion of the company’s market position such that by
year-end 1993, the company had approximately 40% of the corrugated carton market and 5%
of the tissue market.

Imported paper represents approximately 80% of the direct cost of producing cartons, and
approximately 90% of toilet rolls. Other imports include starch, inks and gummed tape,
together amounting to roughly 5% of the cost of cartons.

b. GVCF Investment

On November 11, 1993, VFMC sought board approval for a GVCF investment of the cedi
equivalent of 3.0 million Swedish Kroner (approximately US $370,000 at the then prevailing
exchange rate) as part of a total financing of c1.12 billion (approximately US $1.54 million) to
acquire a 24% (subsequently adjusted to 31.65%) interest in the ordinary shares of a new
company being formed to take over and rehabilitate the assets and operation of GIHOC Paper
Conversion Company Ltd. (GPCC). GPCC was owned by the Government and was to be
privatized by the Divestiture Implementation Committee (DIC). The new company would be
named Paper Conversion Company Ltd (PCC).

The main promoter of the project was Gothia Pulp & Paper AB (Gothia), a Swedish company
which sells paper and paper conversion equipment. Prior to this project, Gothia had no other
investments in converting companies and was assumed by VFMC to be motivated primarily to

increase sales of its paper. Indeed Gothia paid for its shares of PCC by delivery of paper. In-

addition to paper sales, Gothia entered into a technical assistance contract to supply some
equipment as well as an engineer and other staff as required to assist in the rehabilitation of PCC
after divestiture. The cost of Gothia’s technical assistance program was to be borne by a grant
from SwedFund International AB (SwedFund) which, in addition to its grant, was also expected
to invest equity capital into the new company. As a condition of its grant investment, SwedFund
required that a majority of the equity in the new company (inclusive of GVCF’s investment) be
held by local (i.e. Ghanaian) shareholders.

35



In sum, the new company was to enter into the following agreements:

@) Agreement with Government of Ghana to purchase the assets of GPCC;
(ii) Lease covering the factory site and other land;

(iti)  Supply Agreement with Gothia for supply of raw materials; and

(iv)  Technical Assistance and Training Agreement with Gothia.

c. Expected Use of Proceeds

The main constraint identified by company management prior to divestiture was the shortage of
working capital finance. As a result, production had been uneven and unavailable, which
encouraged customers to buy elsewhere. The age and condition of PCC’s equipment did not
appear to represent a major constraint at the Company’s existing levels of production (2,000 and
120 tons of cartons and tissue products, respectively, for fiscal year 1993), although increasing

production to the level of 2,500 tons per annum (cartons) would be difficult without -

rehabilitation.

Investment proceeds were expected to be used primarily to meet PCC’s working capital needs,
and secondarily to finance the rehabilitation program. The rehabilitation program was expected
to be implemented over a period of four years, corresponding with the company’s market and
product development.

d. VFMC Pre-Investment Key Risks Analysis

At the time that VFMC sought board approval for this investment, the following were presented
as the results of its key risks analysis:

- delay by DIC in finding additional investors will lead to further erosion of
GPCC’s market share;

- problems during handover could lead to unforeseen costs and downtime;

- failure by DIC to settle outstanding liabilities to staff and others could interrupt
operations;

- devaluation of the Swedish Kroner could lead to insufficient finance being
available;

- price-cutting by competitors;

- management changes may not yield the desired improvements in performance;

- rehabilitation could cost more than expected;

- rehabilitation may not yield increased production and improved efficiency;

- sudden sharp rise in paper prices could make working capital requirements
prohibitive.
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e. Company Performance Post-GVCF Investment
Negotiation with the DIC to acquire the assets of GPCC consumed a full year after VFMC
received board approval for this investment, resulting in the new company (PCC) taking control
of GPCC’s assets in late November of 1994.

The present ownership structure is as follows:

PCC, Present Ownership Structure

During its first full year of operations as a private enterprise (1995), the company experienced
raw materials supply problems due to worldwide shortages of paper and increased prices on
world markets for available supplies, further complicated by depreciation in the purchasing
power of the cedi. (While the company generates revenues in cedis, all of its raw materials are
purchased with foreign exchange.) In addition, the company experienced margins that were
lower than expected as customers resisted its efforts to pass along increased costs through price
increases. PCC was therefore unable to satisfy its working capital requirements for the year,
resulting in a slow down in its rehabilitation program (which was to be partly funded through
internal cash) and the company being unable to make the full remaining payment due to the DIC
for purchase of the company’s assets.

By December 31, 1995, the company’s raw material situation appeared to be under control as
a combination of declining paper prices on world markets and increased local banking facilities
arranged by the company (with VFMC’s active assistance) positioned it, going forward, to
support its import requirements. In addition, two of the company’s shareholders (Gothia and
SwedFund) had each paid-in an additional US $75,000 into the company (GVCF expected to
follow suit in the first quarter of 1996) enabling it to procure equipment required to put its
rehabilitation program back on course.
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The results to year-end 1995 are summarized below:

PCC, Financial Results, Year-End 1995

Actual Budget Variance Actual Budget Variance

Production (tons) 2,254 3,058 (604) Production (fons) 2,254 3 (804)
ales(cedimilion) 3,745 5266  (1,521) Sales($in 000's) 2,497 4 (1,014)
ross Margin (%) 24 27 3 Gross Margin (%) 24 27 @
PAT(cedimillion)  (241) 358 (599) PAT($in000's)  (i61) 239 (400

f. Evaluation Team Observations and Assessment

PCC faces a problem common to Ghanaian companies for which a significant percentage of
production inputs are imported, but for which revenues are generated in cedis: raw materials
costs which escalate due to both exogenous factors as well as the depreciation of the cedi. If
the demand elasticity for the company’s product is not such that the company is able to maintain
gross margins by passing on costs increases through prices, the company faces continuous
working capital pressures. More specifically, PCC imports over 90% of its raw materials,
primarily paper, the prices for which are determined on world markets. When paper prices
increase significantly, the company has little latitude beyond its ability to astutely manage its
cashflow cycle: tighten credit polices, aggressively collect on receivables outstanding, stretch
payables, increase stock when raw materials prices are depressed and if possible, attempt to
increase prices for its products when raw materials prices escalate.

The company is further constrained, however, by its supply agreement with Gothia Paper which,
while envisaged as an agreement that would give Gothia the first opportunity to supply at
competitive prices, has in fact meant that most paper is bought either from or through Gothia.
Moreover, Gothia charges PCC a 3% - 6% "service" charge depending upon whether raw
materials are sourced through Gothia or another supplier. In practice, this has meant that over
and above shortages due to price increases, the company has at times had difficulty sourcing raw
materials at all. This agreement is due to expire in 1997, but is expected by management to be
renewed. If so, it would appear at the very least to be in VFMC’s and the company’s interest
if the terms of the agreement could be altered to give the company greater latitude in sourcing
raw materials when Gothia is either simply unable to supply, or unable to supply at competitive
prices.

While PCC management expects the company to generate a profit in 1996 based on recent paper
price reductions, and increased production of higher margin tissue products (tissue production
began in February 1996), the evaluation team would place PCC in the "watch" category. Short
of identifying a cheaper, less volatile source of raw materials, the company’s fortunes are
extraordinarily dependent upon forces beyond its control. Astute working capital management
is a necessary, though not sufficient, condition for survival, and far from a guarantor of success.
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Although at present PCC appears to be in no danger of going under, and given a long enough
run of stable, relatively low raw materials prices, GVCF might well recover its capital, exiting
with venture returns appears unlikely for this investment.

5. ABC Brewery Ltd. (ABC)
a. Company Description

ABC is a limited liability company incorporated on April 30, 1992 to purchase the assets of
Achimota Brewery Company Ltd. from the Government of Ghana, under its privatization
program. The company, formerly incorporated and operating under the name Tata Brewery,
was confiscated from private owners by the Government in 1979. The new company, the
shareholders of which were Ghana Reinsurance Organization (GRO), Social Security and
National Insurance Trust (SSNIT) and the National Investment Bank (NIB), with each holding
equal shares, took control of the assets and commenced operations in May 1992.

The company produces three beer products -- Golden Lager Beer, Bubra (draught) Beer and
Supermalt -- and planned to enter the soft drink beverage market through the introduction of a
line of carbonated fruit-based beverages in March 1996.

The brewery is situated at Achimota on a 30-acre plot that it has leased from the Government
for a term of 50 years.

b. GVCF Investment

In October 1994, VFMC sought board approval for a GVCF investment of US $390,000 to
acquire 5% of the equity of ABC Brewery Ltd. (ABC), as part of a total capitalization of US
$7.8 million which had been delayed considerably since the "new" company started operations
in 1992,

In April 1992, SSNIT made the first down payment of cedis 3 billion (out of a total agreed
purchase price of c6.25 billion) to Government. The balance due to the Divestiture
Implementation Committee (DIC) was paid prior to year-end 1992. These payments made by
SSNIT were initially regarded as loans rather than equity contributions, pending completion of
the financing package. Subsequent delays in structuring and agreeing on shareholders’
commitments resulted in the company having to operate on further loans and advances from
shareholders. (The company’s equity capital remained nominal.) The delays also resulted in
the withdrawal of three of the expected participants in the transaction: The International Finance
Corporation (IFC), Deutsche Investitions - und Entwicklungsgesellchaft (DEG) and Holsten
Brauerei AG (Holsten), the German brewing concern which, through a joint venture with AMS
(to be named HoAmGA) -- a brewing and beverage engineering specialist -- was to provide ABC
with brewing expertise and license ABC to use its brand names.
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c. Expected Use of Proceeds

The shareholders eventually agreed that ABC should be capitalized at the equivalent of US $7.8
million, to be subscribed primarily through the conversion of existing debts to equity, with
additional cash contributions from some of the shareholders, effectively restructuring the
company’s balance sheet and recapitalizing the company in the manner intended at purchase in
1992. :

Some of the cash was expected to be used to enable the company to complete a major equipment
rehabilitation and expansion program begun in 1992. This was expected to position the company
to increase its market share by introducing mini-beers and soft drinks and by expanding the
production and sales of its draught beer (Bubra).

The financing structure of the company before and after the capitalization is shown below.

ABC, Financing Structure Before and After Capitalization

Before After Cash Flow

Loans at |Equity % Holding Equity Loans Cash

1/6/94  |subscribed equivalent |contracted |pmt/(refund)
Shareholders | coo0's  |Uss'000's inCm  |C'm c'M
SSNIT (9,219) 5,577 72 5,577 4,870 1,228
HOAMGA (1,082) 780 10 780 (302)|
GRO (124) 390 5 390 266
NIB (1,172) 390 5 390 422 (360)|
ABC-STAFF 273 4 273 273
GVCF 390 5 390 390

(11,597) 7,800 100 7,800 5,292 1,495
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d. VFMC Pre-Investment Key Risks Analysis

At the time that VFMC sought board approval for this investment, the following were presented
as the results of its key risks analysis:

- depreciation of the cedi against foreign currencies will affect the repayment of
forex borrowings, and
- projected sales volumes may not be achieved.

e. Company Performance Post-GVCF Investment

GVCF made its investment in ABC in March 1995, and for the balance of the year the company
failed to meet either its production or sales targets. The primary difficulty facing ABC during
this period appears to have been delays in completion of the rehabilitation program. Continued
production losses due to the inefficient performance of the existing plant had a negative impact
on sales volumes as well. While year-end financial statements had not been provided to VFMC
and were not made available to the evaluation team during its site visit, recorded sales for the
nine month period through September 1995 were c4.1 billion, accompanied by a pretax loss of
c2.2 billion.

Summary comparative financial performance data for the period 1993 - 1995 (nine months) are
presented below:

ABC, Summary Comparative Financial Data, 1993 - 1995 (9 months)

1993 1994 1995(9mos.)||
cm cm c'm
Sales 3,609 4,048 4,100
Cost of Sales (2,514) (3,788)
Gross Profit 1,095 260
Gen., Admin. & Selling
Expenses {1.681) (3,633)
Operating Loss (588) (3,373)
Other Income 10 220
Loss Before Exceptional item (576) (3,153)
Exceptional Item {1,5678) -
Loss Before Taxes {2,154) (3,153) (2.200)‘
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f. Evaluation Team Observations and Assessment

It is obvious from the very short list of perceived risks, enumerated by VFMC management
prior to GVCF’s investment, that VFMC believed this investment to be a fairly safe bet, and
for understandable reasons. There are four breweries in the Ghana market including ABC, and
the other three are all listed on the GSE. During the year preceding VFMC’s investment
recommendation, the market shares of ABC’s Golden Lager and Bubra (draught) beers
increased from 6.5% and 36.6% to 18.2% and 78.2%, respectively. It seemed obvious that
should the company successfully complete its rehabilitation program, it would be poised to
regain significant market share lost to competitors in the late 1980s and early 1990s. In
addition, SSNIT was at the table as a deep-pocket financial partner should additional resources
be required, and AMS, with its presumed technical expertise, was there to balance or
compensate for the lack of brewing expertise of the other shareholders. To be sure, with all of
its raw materials being imported, the company faced foreign exchange risks similar to other
Ghanaian companies dependent upon foreign inputs, but since ABC management saw no reason
why prices should not continue to move in line with costs, short of sales volumes not keeping
pace with production, what could go wrong? This would surely be an easy story to sell in the
public market should the company’s performance match or come close to projections.

Again, this was an understandable, even reasonable bet. However, in retrospect, there were at
least two check points during the process of this deal coming together at which VFMC might
have, with good reason, chosen to opt out. First, the withdrawal of Holsten, the successful
German brewer that was to provide brewing and brewing management expertise ought to have
been a red flag. AMS’s experience as brewing and beverage "engineering specialist” was
simply not equivalent to that of a successful brewing concern. Second, VFMC sought GVCF
Board approval to make an exception to the Fund’s Investment Policies to enable GVCF to
invest in a company in which it would own less than 10% of the equity. By ultimately owning
such a small percentage of the company’s equity (5%), GVCF placed itself in a position where
it would have little ability to influence the company’s direction should performance vary
significantly from plan.

There is a saying in the venture capital business that has become something of an axiom: a
venture capitalist has a much greater probability of making money on an investment in a
company with superior management and an average product, than vice versa -- average
management and a superior product. To its credit, VFMC management has clearly recognized
the need to identify a new management partner (preferably another brewer) to invest in and run
this company. (Unfortunately, it has little leverage with which to bring such change about.)
Given the popularity of the company’s products, should the investor group succeed in bringing
(1) the appropriate management talent and (2) the additional resources that will be required to
both finish the rehabilitation program and fund the marketing effort that will be required to
regain lost ground, this may yet turn out to be a successful investment for GVCF.
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6. Ghana Pioneer Aluminum Factory (GPAF)
a. Company Description

GPAF manufactures and markets a wide range of aluminum household cooking products for the
domestic and export markets, including pots, wash basins, frying pans, casseroles and other
household utensils. Its products are well known locally and enjoy significant product loyalty,
as its "Red Torch" label brand is considered to be one of the best product lines on the market.

The company’s primary raw materials are aluminum circles of various dimensions, which are
supplied by Aluworks Limited, a rolling mill located -- as is the company -- in Tema. The
company’s proximity to its main supplier provides it with a cost advantage over other producers
in Ghana since transport and other costs are minimal. This also allows GPAF to limit working
capital needs since there is no need to hold large stocks of raw materials.

The company holds approximately 25% of the market for aluminum household cooking products
in Ghana and has been consistently the number one or two volume producer. GPAF sells its
products to over 100 customer/distributors, including market women, who in turn distribute the
company’s products via the local markets and commercial houses. There is also modest export
to the sub-region (Togo, Benin, Gambia) on an ad hoc basis.

GPAF was incorporated by Swiss Nationals in 1959 as a private company. During the 1970s,
the Government of Ghana became a significant shareholder of the company. Following a
difficult period in the mid to late 1980s, the company retained a new managing director, Mr.
K. Kwateng, in 1991, who has engineered a very successful turnaround. Prior to assuming the
leadership of GPAF, Mr. Kwateng was a management consultant specializing in accounting
systems. He was previously employed by Union Carbide and Eveready in Nigeria, the United
States and Ghana. Mr. Kwateng holds a BS degree in Administration from the University of
Ghana (Legon) and an MBA from New York University. He is also a Certified Public
Accountant.

b. GVCF Investment
In current financial services investment parlance, GVCF’s investment in GPAF would be
referred to as a "special situation.” On April 25, 1995, VFMC sought approval from its board

to invest US $345,000 to acquire a 20% stake in GPAF from the widow of the company’s
founder, a Mrs. Schwegler.
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The company’s ownership structure at the time of GVCF’s proposed investment was as follows:

GPAF, Ownership Structure at Time of GVCF Proposed Investment

Mrs. Schwegler had offered to sell her shares (36,000) in the company via a private placement
to be managed by Databank Brokerage?, which offered 20,000 of these shares (a 25%
shareholding) to GVCF for US$345,000. Databank had also been given a mandate to privatize
the Government’s shareholding through a public flotation. Application had already been made
to the Ghana Stock Exchange (GSE) for all ordinary shares of GPAF, issued and to be issued,
to be listed on the GSE.

c. Expected Use of Proceeds

GVCF’s investment was used to acquire a 20% interest in the shares of a solidly performing
company, poised for significant expansion and growth, whose shareholder base was being
restructured by the divestiture of both government and foreign shareholders’ interests.

d. VFMC Pre-Investment Key Risks Analysis

At the time that VEMC sought board approval for this investment, the following were presented
as the results of its key risks analysis:

- sales may not grow as quickly as anticipated;

- depreciation of the cedi may continue and the costs of inputs and spares may
increase faster than anticipated; this might occur in tandem with persistent
increases in the world price of aluminum;

- competition from cheap imported substitutes.

2 Note: Two of the authors of this report -- Eric Chatman and Markai Plange -- are Vice Presidents of Databank
Financial Services, of which Databank Brokerage is a wholly-owned subsidiary. Databank Financial Services
performed Corporate Advisory and preparatory work for the flotation of GPAF’s shares. Databank Brokerage
sponsored the listing of GPAF shares to the Ghana Stock Exchange.
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e. Company Performance Post-GVCF Investment

GVCF made its investment in April 1995 and GPAF was listed on the GSE in August of the
same year. For fiscal year 1995, the company turned in another in a steady sequence of years
of improved performance. Total annual sales of 726 metric tons, valued at ¢4.097 billion were
94.2% and 95.4% of budget, respectively, and represent an increase over 1994 annual sales of
678 metric tons, valued at ¢2.685 billion. The company earned an overall profit before tax of
¢650 million, which represents a 15% increase over budgeted profit before tax of ¢565 million,
and a 95% increase over 1994 profit before tax of ¢332 million (a significant increase even after
taking into account depreciation in the value of the cedi of approximately 37.7% during 1995).

While profits have improved consistently over the last five years, GPAF’s gross margins had
remained relatively flat due to raw materials price increases, until 1995. For the year 1995, the
company generated a gross profit margin of 32%, a significant improvement over its 1994 gross
profit margin of 22.6%, and five percentage points higher than a previous high of 27% in 1992.
(See Financial Performance Summary below). The company ended the year in a solid financial
position, with net current assets of ¢372 million. The company’s financial performance and
financial position over the period 1991-1995 also are summarized in the two boxes below.

GPAF Financial Performance 1991-1995
1991 1992 1993 1994 1995
c'm cm c'm c'm cm
Nst Sales 1,101 1,212 1,696 2,685 4,097
Cost of Sales {826) (884) (1,269) - (2,078) (2,783)
Gross Profit 275 328 427 607 1,314
(Gross Profit Margin) 0 0 0 0 0
Selling, Gen. & Admin, {286) (208) {180) {226) {606)
Deprsciation (6) 5) (21) (65) {79)
Other Incomse 3 10 6 65 21
Net Profit(Loss) Bef. Tax (14) 124 222 332 650
Tax (¢] (28) {89) {128) (252)
Profit (Loss) After Tax (14) 98 133 204 298
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GPAF Financial Position 1991-1995

1991 1892 1993 1994 1895

Fixed Assets 673 618 686 581 789
Investments 12 12 12 12 108
Cumrent Assets 229 262 296 619 1,013
Stocks 79 41 73 91 109
Debtors 4 4 14 19 21
Bank & Cash 312 307 383 729 1,143
Current Liabilities
Bank Overdrafts 123 74 44 109 125
Creditors 134 199 228 356 646
257 273 272 465 7
Net Current Assets(Liabilities) 55 34 111 264 372
Long Term Liabilities {81) {67) {9) 0 897
Net Assets/Liabilities 509 607 700 844 1,269

Shareholders' Funds

Stated Capital ¢ 600 600 €00 627
Capital Sumplus 623 22 22 23 22
Income Surplus (114) {i5) 78 221 620

508 607 700 844 1,269

f. Evaluation Team Observations and Assessment

Of the key risks which VFMC thought GVCF was exposed to through its investment in GPAF,
to date, none have materialized to a degree sufficient to derail the company’s growth trajectory:
sales are reasonably close to budget, competition has not reduced the company’s market share
or profits, and cedi depreciation and rising input costs thus far have not threatened the
company’s financial position. That said, the company is not invulnerable; substitution products,
such as plastics and imports, do limit the ability of aluminum hollowware producers to increase
their prices in response to raw materials price increases.

GPAF's theoretical production capacity is 700 metric tons per annum, making it the second
largest plant in the country. (The largest plant in Ghana has a capacity of 720 metric tons per
annum). At 717 metric tons produced in 1995, GPAF is thus straining capacity. (Note: The
9 metric tons difference between 717 and 726, the number of metric tons sold in 19935,
represents 1994 production sold in 1995.) As a result, the company has undertaken an
expansion project designed to increase production capacity to over 1,000 metric tons per annum.
At the same time, the expansion project (which was underway during the period the evaluation
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team was in the field) is expected to augment the company’s ability to improve quality and
introduce new product lines. Specifically, non-stick and exterior coating technologies will be
introduced into the expanded plant to compliment existing product lines and enhance market
penetration. The expansion and introduction of these additional technologies will increase
GPAF’s ability to meet demand for its products, increase its flexibility to shift production to
items with higher demand, and solidify its leadership position in Ghana’s aluminum hollowware
market.

GPAF is an extraordinarily well-managed company with a very efficient production culture.
Management continually seeks ways to improve product quality as well as the efficiency of the
company’s production process. The results of these efforts are demonstrated in the company’s
steadily increasing performance numbers.

To the company’s and GVCF’s benefit, the investing public appears willing to recognize and
reward GPAF’s performance. The company’s shares listed on the GSE in August 1995 at c115
per share. Six months later, during the period of the evaluation team’s field work, the
company’s shares traded at an average price of c155 per share. Should the company’s
performance trend continue, this investment is likely to be a significant winner for GVCF.

D. GVCF Portfolio : General Observations and Assessment

It is difficult to draw conclusions about the probability of success of GVCF that are likely to
stand the test of time, given the relative youth of the current portfolio. At the time the
evaluation team was in the field, the oldest investment in the GVCF portfolio was less than two
(2) years of age. Given that most venture investments are expected to come to maturity, and
some form of exit, within a four to seven year time frame, much is likely to occur before GVCF
exits its current investments. In particular, the entire portfolio is likely to exhibit different
degrees and elements of focus, balance and diversity as GVCF’s investment cycle comes to an
end.

However, it is possible to make some general observations about the current status of the GVCF
portfolio and to give our own subjective view of the portfolio’s relative health. In Table 6
below, based on the materials reviewed, as well as site visits and interviews conducted with
respect to each of GVCF’s current portfolio companies, we have grouped GVCF’s investments
into three broad performance categories -- satisfactory, watch and problem -- by which we mean
to convey the following:

Satisfactory: The company is performing at or near plan. There are no readily apparent

management performance concerns or issues. The probability of GVCF accomplishing a
successful exit (i.e., achieving venture returns on its investment) appears to be quite high.
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Watch: Company is performing below plan, but not due to any apparent management or
product/service deficiencies or quality concerns. Sub-plan performance appears to be due largely
to exogenous factors (in particular current macroeconomic conditions in Ghana) or company
production functions dependent upon a very high percentage of imported production inputs, and
the company’s inability, given its competitive market position, to enforce price increases in line
with cost escalation. Profitable GVCF exit remains possible, though it would appear at this
juncture not highly probable. Prospects for return of capital appear moderate to good.

Problem: Company performing considerably below plan. Current management appears
inadequate to get the company on track. Significant change required to position company for
successful turnaround. Should present performance level continue, return of capital unlikely.

~ Table 6
GVCF Portfolio Status Report
(at February 23, 1996)

Current Company GVCF §'s Percentage $'s in
Status Name(s) Invested Category
Satisfactory South Akim,
Leaseafric, Pioneer

Aluminum $707,000 44%
Watch Sydals, Paper

Conversion $528,000 32%
Problem ABC Brewery $390,000 24%

Total= $1,625,000 100%

As of February 23, 1996, 44% of GVCF’s dollars invested were invested in companies
performing satisfactorily; 32% of GVCF’s dollars invested were invested in companies which
were experiencing some difficulties, but from which return of capital or modest gains remain
probable; and 24% of GVCF’s dollars invested were invested in a company experiencing
significant difficulty, from which -- at this juncture -- return of capital appears unlikely.

Overall, this is a portfolio that is in fair shape, given its stage of development and the current
macroeconomic environment in Ghana. Beyond this, it is our view that any attempt, at this
juncture, to predict the likely success or failure of GVCF’s portfolio five to seven years hence,
would be premature.
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E. Projected GVCF Portfolio at March 31, 1997

In this section, we attempt to project a snapshot of the GVCF portfolio at March 31, 1997,
one year hence, and based on this projection to draw some speculative conclusions about the
contours of the fund after its investment cycle is completed, abstracting from follow-on
investments in existing portfolio companies.

In Table 7, we project an overview of the GVCF portfolio one year out, based on the current
portfolio and deals currently in the pipeline which have been approved for investment but have
not closed. Companies 7 and 8 in the table, Alugan and Ghana Emulsion, were in legal
documentation during the period of the evaluation team’s field work and were expected to
become portfolio companies in the very near term. The remaining six companies were all
expected to enter the portfolio by end of the 1996 fiscal year. We have extended the window
to the end of first quarter 1997, given the normal amount of slippage in the deal closing process.

GVCEF expects to invest an additional $2.5 million over the next twelve months, reserving the
balance of its investment capital (approximately $1.6 million) for follow-on investments in
portfolio companies and other contingencies. This would bring total dollars invested to
approximately $4.1 million at March 31, 1997.

In Exhibits 1 and 2, we focus on the allocation of GVCF investment dollars in the existing
portfolio ($1.625 million as of February 23, 1996) by industry and by financing type. Present
fund investments are concentrated in the Commercial/Industrial Products and Food and Beverage
industries, with the two industry groups accounting for 70% of GVCEF invested capital. The
balance falls into the Consumer Related and Financial Services industries. With respect to
financing type, fund management adopted a conscious strategy of initially concentrating its
efforts at the lower end of the risk spectrum, with expansion financings and privatizations
together accounting for 70% of the portfolio investment activity and the least amount of capital
being invested in start-up situations.

Turning our attention to Exhibits 3 and 4, we focus on the allocation of GVCF investment
dollars by industry and financing type based on its projected investment schedule over the next
twelve months. The projected portfolio evidences a greater degree of industry diversity, with
Communications entering the industry mix, Financial Services becoming a bit more pronounced
and the Food and Beverage Industry becoming a bit less so. When we focus on the allocation
of investment dollars by financing type, the most obvious change is the dramatic increase in the
percentage of investment activity accounted for by start-ups. Should the company fulfill its
projected investment schedule, fully 50% of GVCF’s investment capital, before any additional
follow-on investments, would be invested in start-up opportunities.

Some of the implications of the dramatic projected increase in start-up investment activity are
obvious. To the extent that start-ups generally entail a greater degree of risk than later stage
financings (of whatever stripe), GVCF will be taking on much greater risk in its portfolio.
Start-ups also generally demand greater attentiveness and active involvement of a venture fund’s

49

f
-,
/'D‘V



management, so we would anticipate much greater demand on the time of VFMC management.
On the flip side of the coin, the potential rewards should be commensurate with the risks. To
the extent that the pricing of start-up opportunities is generally more favorable, GVCF will have
the opportunity to take substantial positions in companies based on relatively modest investments.
(Of course, additional rounds of financing are likely to be required.) The potential ancillary
economic impact of increased start-up activities in terms of expanded private sector activity and
job creation should also be noted, as the very nature of start-up activity is the creation of
companies that hitherto did not exist.

Less obvious from the summary data presented in these tables and exhibits are the significant
lengths to which VFMC management have gone, in their due diligence process, deal structuring
and stipulation of pre-investment conditions, to mitigate the degree of risk inherent in each of
the start-up investment opportunities which have been approved. In four of the six projected
start-up investments, a corporate strategic partner with substantial industry specific expertise is
a significant shareholder and management participant. In the remaining two, the entrepreneurs
(promoters) have substantial industry-specific experience and have made significant financial
commitments to their projects.

In sum, GVCF management envisions completing its initial investment cycle over the next
twelve months, in the process increasing capital invested by greater than 2.5 times, more than
doubling the number of companies in its portfolio, and dramatically increasing the ratio of start-
up to later stage deals closed in the process.
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TABLE 7

PROJECTED
GHANA VENTURE CAPITAL FUND
PORTFOLIO
( at March 31, 1997 )
Portfolio Company Industry Product/Service Date of Stage GVCF $'s % Fund Current
Investment Invested | Ownership Status
1. Sydals Limited Food and Beverage Specializes in egg production Mar-94 Expansion $168,000 10% Watch
2. South Akim Mfrg. Comm./Indust. Prods. |Produces bottle crown caps Jun-94 Expansion $212,000 20%| Satisfactory
3. Leasafric Ghana Financial Services Medium term lease finance Jun-84 Start-Up $160,000 25%| Satisfactory
4. Paper Conversion Co, Comm, & Cons. Prods. |Cardboard cartons & toilet pap. Dec-94 Privitization $370,000 35% Watch
8. ABC Brewery Food and Beverage Beer and soft drink products Mar-96 Expansion $390,000 6% Problem
6. Gh. Pioneer Aluminum Consumer Related Aluminum cooking products May-95 Spec, Situa. $345,000 36%| Satisfactory
7. Alugan Company Comm./indust. Prods. |Aluminum architect. profiles NA Expansion . $200,000 38% NA
Comm.indust. Prods. |Cold emulsion bitumen NA Start- Up $450,000 20% NA

8. Ghana Emulsion

9. Guarantee Trust Bank Financial Services Commercial Banking NA Start-Up $300,000 30% NA
10. New World Investments Financial Services Brokerage House NA Start-Up $80,000 20% NA
11. Metakan Packaging CommJindust. Prods. |Tin cans for food process. ind. NA Start-Up $90,000 10% NA
12, Antelope Company Consumer Related Mosquito coils NA Start-Up $500,000 5% NA
13. SEELnet Communications Network based data, voice and NA Start-Up $500,000 39% NA

video transmission services
via VSAT and satellite technol.
14. Ghana Bottling Food and Beverage Bottler of Pepsi, Mirinda and NA Privitization $400,000 6% NA
7-Up soft drink products
Total GVCF $§'s Invested =  $4,145,000




EXHIBIT 1

GVCF $'s Invested, by Industry
(as of February 23, 1996)

Consumer Related
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Financial Services
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Total GVCF $'s Invested = $1,625,000
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EXHIBIT 2

GVCF $'s Invested, by Financing Type
(as of February 23, 1996)

Spec. Situa.

Expansion
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Total GVCF $'s Invested = $1,625,000




EXHIBIT 3

Projected GVCF $'s Invested, by Industry
(at March 31, 1997)
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Projected GVCF $'s Invested = $4,145,000
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EXHIBIT 4

Projected GVCF $'s Invested, by Financing Type
(at March 31, 1997)
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Projected GVCF $'s Invested = $4,145,000




V. THE IMPACT OF THE GVCF ON PRIVATE SECTOR DEVELOPMENT
A. Assessment of GVCF Impact to Date

In the United States, researchers have found that venture capital-backed companies have made
a disproportionately large contribution to local, regional and national economic development not
only in terms of new services and technologies, but also in terms of jobs created, tax revenues,
employee income and export sales. These findings have contributed to the growing focus on
venture capital as a potential tool for achieving development objectives in developing countries,
where financial markets and sources of capital to support entrepreneurial efforts are limited.

The basic factors in the private enterprise development process may be organized into two
groups: external and internal. Government policies and regulations, societal values and
attitudes, education and research institutions, and location/infrastructure are the external factors
that determine the environment within which people, capital, market opportunities and support
organizations -- the internal factors -- interact to create and develop new ventures and to extend
existing lines of business.

Given the relatively brief tenure of the Fund’s investment activity (at the time of our field work
the oldest investment in the portfolio was less than two years) and small amount of capital
invested to date ($1,625,000), it was obvious that the Fund’s direct economic impact with
respect to job creation, increased employee income, tax revenues and the like, would be
minimal. However, to obtain some sense of the extent or degree to which the introduction of
institutional venture capital into the Ghanaian financial sector has had an impact on any of the
basic factors critical to the private enterprise development process, we conducted interviews with
two groups of respondents: (1) members of the GVCF Board of Directors, all of whom either
are, or represent, investors in the Fund; and (2) representatives of major
~ stakeholders/participants - in “Ghana’s—private sector, €.g-; Bank of Ghana, Ghana Stock
Exchange, Africa Project Development Facility (APDF), Managing Directors of major
companies and the Private Enterprise Foundation. (See Attachment K for a list of members of
both groups).

Questions asked of the first group included, but were not necessarily limited to:

What, if any, are your concerns with respect to GVCF’s performance to date?

What is your sense of the quantity and quality of GVCE’s deal flow? . . . of the types,
quality and number of deals that have been done?

What, if anything, ought the Fund/Fund Management be doing differently?

What, in your view, is the greatest single obstacle to the Fund’s likely success?

On what basis will you consider your involvement (or your institution’s involvement)
in and support for the launching of institutional venture capital in Ghana to have been a
success?
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(The following question asked of CDC only.) How does what you have seen of GVCF’s
progress to date compare with CDC’s experience with risk capital funds it has supported
in other parts of the world? . . . in other parts of Africa?

In addition to some of the foregoing, questions asked of the second group included, but were
not limited to:

What, if any, impact would you say GVCF has had on the political and regulatory
environment for private enterprise in Ghana?

Has GVCEF had any discernible impact on the larger Ghanaian business community with
respect to its increased understanding of venture capital as a financial tool or mechanism?
Are you of the opinion, or would you care to share your view as to whether or not, the
present Government is genuinely supportive of private sector development as a critical
part of its overall development plans?

Based on these interviews, as well as our readings of relevant available printed matter (e.g.,
copies of existing and proposed laws and regulations, articles in business journals and
newspapers), we offer the following conclusions:

1.

GVCF’s most obvious and significant impact with respect to the basic factors in the
private enterprise development process has been on Government policies and regulations.
The published "Draft Operating Guidelines For Venture Capital Funding Companies" are
a clear result of VEMC/GVCEF initiatives, and a clear signal from the Government of its
desire to create a regulatory environment conducive to the further growth and
development of institutional venture capital finance in Ghana. (VFMC’s managing
director, Mr. Ababio, worked very closely with officials in the Non-Bank Financial
Institutions office at The Bank of Ghana (BOG) in their efforts to craft the "Draft
Guidelines..." and BOG officials confirmed in a meeting with evaluation team members
that additional changes in the "Guidelines," to make them even more compatible with the
operations of venture capital funds, were likely to be forthcoming.)

There was a fairly broad consensus that the presence of the GVCF in Ghana’s financial
sector had indeed resulted in much greater understanding in the larger business
community of the specific utility of venture capital as a valuable financial tool for certain
types of businesses. From the commencement of commercial activity, GVCF has
undertaken a continual marketing effort to better acquaint the general business community
with its presence and the nature of its particular product. (See Attachment L for copies
of GVCF’s brochure and an article on venture capital which appeared in the business
section of the Daily Graphic on February 16, 1996, during the period of the evaluation
team’s field work).
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3. The third area in which GVCF has had an impact on the business community falls into
the more nebulous but very important category of changes in "attitudes/mindsets."
Numerous respondents commented that business in Ghana, (as in much of the rest of the
world), has been synonymous historically with "family" business, as opposed to
"corporate” business; that Ghanaian businessmen and women are reluctant to take on
outside equity partners; that what is required for the notion of the private sector as the
engine of wealth creation for the larger society to really take hold will be a change in the
business culture away from the view -- said to be held by the majority of business owners
-- of their businesses as extensions of themselves. Several respondents, who had either
referred deals to GVCF, or were particularly knowledgeable about companies in the
present portfolio, commented on what they characterized as a greater degree of
management discipline, focus and professionalism exhibited by some entrepreneurs who
had to meet the Fund’s demanding financing criteria and on-going reporting standards.
It was further suggested that should those companies turn out to be significant wealth
creation vehicles for their owners and GVCF, the impact on other business owners and
other potential entrepreneurs would be quite significant.

B. Possible Future Impact of the GVCF

GVCEF today perhaps can be best characterized as a work in progress. To expect it to have had
an extraordinary impact in so short a period would be unreasonable. And although the most
important final measures of the success or failure of GVCF will be arguably how well its
portfolio companies performed, the level of returns received by its investors, and whether or
not, if successful by these measures, it spawns imitators, we believe that the significant potential
secondary and tertiary benefits of some of its present and projected investments should not be
ignored.

In particular, it is our view that GVCF’s ultimate impact on the financial services sector will
not be limited to its own direct provision of long-term risk capital to a number of companies,
but that its investments in start-up companies in this sector, in particular Leasafric, New World
Investments and Guarantee Trust Bank, have the potential to appreciably impact the provision
of long-term capital for growth-oriented small and medium-sized businesses in Ghana.
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Statement of Work

Ghana Venture Capital Fund Final Evaluation

1. Background

In 1984, Ghana embarked on a process of economic reform to redress economic imbalances and
foster growth through liberalization. In the early 1990s, considerable macroeconomic reform
was undertaken, including major reform of the financial sector which was dominated mainly by
formal banking financial institutions. These formal banking institutions were undercapitalized
and possessed portfolios characterized by a large number of non-performing loans. Banking
sector reform was assisted by the World Bank and the International Monetary Fund.

USAID/W and USAID/Ghana recognized the impact of these reform efforts and, to demonstrate
the need for other forms of financial intermediation in the economy, sponsored the formation of a
venture fund in Ghana. The Commonwealth Development Cooperation (CDC) of the European
Union (EU) also expressed interest in capitalizing a venture capital fund. The CDC had been
investing in Ghana for some time and was very supportive of the formation of the Fund.

USAID/W and USAID/Ghana, through a buy-in, funded Harvey and Co., Inc. to undertake a.
study of the Fund in November 1990. Together with a British firm, Rural Investment Overseas
(RIO), two consultants undertook the assignment. The Ghana Venture Capital Fund Company
(GVCF), a non-bank finance company to hold the funds, and the Venture Fund Management
Company (VFMC), a management company to undertake investment decisions, were
incorporated in the country and commercial operations started in 1992.

The fund has invested in six firms to date. USAID/W and USAID/Ghana were jointly
responsible for underwriting the operational expenditure of VFMC, through the African Venture
Capital Project (AVCP). The period of USAID funding officially ended in November 1994.
Under the terms of the AVCP grant, Harvey & Co. was required to monitor and evaluate the
progress of the GVCF and VFMC on at least an annual basis.

2. Objective

The services of two consultants, a venture capital expert and a finance specialist with extensive
experience in Ghana, are required to undertake the end of activity evaluation. The team will
evaluate the Fund's contribution to achieving the goal of promoting Ghana's private business
sector with a focus on: (i) political and regulatory environment impact, e.g., government of
Ghana programs and policies; (ii) direct economic impact, e.g. job creation, expanded private
sector activity; (iii) business impact, e.g., heightened understanding of the venture capital
mechanism, access to investors and attractive investees.



3. Specific Tasks
To achieve the objective of this statement of work, the consultants' specific tasks may include:

evaluate the legal and policy environment in which the fund operated;

a.

b. evaluate the operations of the company during the period 1992-1994;

c. evaluate the impact of the company on the financial sector in Ghana; '

d. evaluate the operations of firms which the Fund has financed and examine the success (or
otherwise) of these firms; and,

e evaluate the future role of the Fund.

4. Level of Effort

The two team members will provide a maximum of three person weeks each.

s. Deliverables

The consultants will provide a draft report, and after receiving comments from USAID, a final
report that addresses the issues outlined in section 2 and 3 of this statement of work.
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Laurence C. Morse, Ph.D.

Dr. Morse is co-managing partner of Fairview Capital Partners, Inc. and a Genera! Partner
of Fairview Capital Limited Partnership, which he joined in 1994. Fairview Capital
Partners, Inc., based in Farmington, Connecticut, was established to provide investment
management and advisory services to qualified institutional investors and serves as
investment manager of the Fairview Capital Limited Partnership, a “fund-of-funds™ which
invests in venture capital and other private equity limited partnerships that provide capital
primarily to companies controlled by minority entrepreneurs.

Prior to joining Fairview, Dr. Morse was a co-founder and partner of TSG Ventures in
Stamford, Connecticut, where he initiated and directed equity investments in a variety of
companies. He began his career in venture capital with UNC Ventures in Boston,
Massachusetts in 1983, leaving in 1988 as_an investment officer.

Over the last two decades, Dr. Morse has been a consultant to a number of private and
public institutions, having most recently served as Senior Venture Capital Advisor to the
project team retained by the United States Agency for International Development to
recommend an appropriate structure for the $100 million Southern Africa Enterprise
Development Fund.

Dr. Morse graduated from Howard University with a B.A. in Economics, summa cum
laude. He earned M. A. and Ph.D. degrees in Economics at Princeton University and has
been a post-doctoral fellow at Harvard University.
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4 1)-The Bank of Ghana may issuc a licence to any non-bank Bank of °
- financial institution which complics with the provisions of this Ghanato
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" PINANCIAL INSTITUTIRS (NON-BANKING) LAW, 1993

- DR )
N PN.D.C.L: 326,

C Inpur§uance of the Provisional National Defence Council (Estab-

lishment) Proclamation, 1981 this Law is hereby made:

1. (1) No person shall carry on any of the activities of the non. Financial
bark financial institutions sstoutin the Schedule to this Law unless TS heutions
itis igc‘qrporatcd in Ghane. ' . ' incorporated
. (2) The Sceretary may, on the recommendation of the Bank 7 Ghaoz.
- of Ghuna by legislative instrument 2mend the Schedule to this Law.

2. (1) Subject to the provisions of this Law no non-bank financial Financial
-institution shall carry on any of the businesses set out in the Schedule o sions.
_urless it is-Ticensed under this Law. - licences,

.. {2) An application for a licence skall be made in the prescribad

-“form to’ the Bank of Ghaiiz and shall be accompanied by such
. particulars or.information as m2y be required by the Bank of Ghana.

'. (3) There shall be paid in raspect of every licence granted under
this Law such fee.as may bz dstermined by the Bank of Ghana.

-4 3. No non-bank financial iastitution shall be licensed unless it Minimum
maintains 2 minimum paid-up capital of onz hundred million cedis capital.
" or.such amount as the Bank of Ghana may, after consultation with
 the Secretary, by.cxecutive instrument prescribs.

issue

Law relating to applicition a~d cligibility for a licenss. it

_(i) A licencs under this Lzw shall bz issued upon such terms and

- conditions as the Bank of Ghata may determine.

s .(1') The Bank of Ghzna may suspend or rsvoke the licence Suspension
- .of any non-bank finarcial institution if it is satisficd that it— or revoca-
& "] . (@) obtained the licsace by fraud or mistake; Eg:ngf_
.- = (b} hay contravened any provision of this Law or any
~:+ .. .terms or conditions upon which the licsnce is granted;
.. .(¢) has-engaged in undesirable methods of conducting the
. busincss in respect of iwhich the licence is issued; or
“(d) has failed to maintain the minimum paid-up capital.

A (2) The' Bank' of Ghera shall, before suspending or revoking

. the licence of any non-bank financial instittution notify the institution

in wiiting of its intention. .
.. ~(3).A pon-bank financiz! institution notified under subsection
(2) may within the period of onc month from receiving the ‘notice,

* . pefition the Secretary in writing against the suspension or revoca-

ion: T,
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FINANCIAL INSTITUTIONS (NON-BANK:[NG) LAW, 1993
SCHEDULE

1. Discount Companics
2. Finance Houses

-~ 3. Acceptance Houses
4. Building Societies -

- 5. Leasing and Hire-Purchase Companics
6.-Venture Capital Funding Companics
7, Mortgage Fmancmg Compamcs
8. Savmgs and Loans Compames

A Crcdlt Umons
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Ma.dc this Sth day of January, 1993 LA

o Frr-Lr. JERRY JOHN RAWLINGS
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SECURITIES INDUSTRY LAW, 1993

ARRANGEMENT OF SECTIONS

Seclivi

PART | - SECURITIES REGULATORY COMMISSION

Establishment of the Commission.

Composition of the Commission.

Terms of membership.

Mecetings of the Commission

Chief Exccutive and other staff of Commission. ) .
FFunds of Commission.

Accounts and Audit.

Allowances {for members of Commission.

PART 11- FUNCTIONS OF THE COMMISSION

General functions of the Commission.
awer of Conunission w require prodaction of b by &

stock exchange and certain persons. '

Action on production of the books or when books are not
produced.

Under by magistrate to search [)ILIHISLS

hmmnn.um,_u, statement.

Penalties.

Copics or extracts of books to be admitted in vvidence.

savings for lawyers.

Secreey of information from books.

Disclosure to the Commission.

Where Commission suspects breach of specified provisions.

Investigation of certain matters.

Inspection by Comunission.

Power of court to make certain orders.
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PART VI - REGISTERS OF INTERESTS IN SECURITIES

Application of this Part.

Register of securities,

Notice of particulars to Commission.
Defence to prosccution.

Production of register.

Particulars of financial journalists.
Cxtract of register.

PART Vi - CONDUCT OF SECURITIES BUSINESS

Certain representations prohibited.
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Certain persons to disclose certain interests in sccuritics.
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Dealings by employees of holders of licences.
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PART VII--ACCOUNTS AND AUDIT

Application of this Part.
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members not affected by this Part.
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Power of court to make further orders and give directions.

Power of court to make order relating to payment of money.
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PARTIX - FIDELITY PFUNDS
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PART X! - MISCELLANEOUS PROVISIONS

Restriction on nse of title “stock broker” or “stock exchange”.
Offencess by dircclors or managers, ete. '
I‘alsification of records by directors, employees and agents.
False reports to Commission or stock exchange.
irnmunity of Commission and its employees, etc.
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IPower of courtl to prohibit payment or transfer of
moneys, securities or other property
General penalty.
Proceedings, by whom to be taken and power to compound
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Power of Secretary to give dxrcchons o Commlssmn.
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Associated person,
Interest in sceuritics
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IN pursuance of the Provisional National Defence Council (Establish-
ment) Proclamation 1981, this Law is hereby gimdc:

PART - SECURITIES REGULA'!’OR,Y COMMISSION
1. (1) There is hereby established a Commission to be known as the
Sccuyitics Regulatory Commission (hereafter r'pf'crrcd to as “the Com-

missipn”). E
(2) The Commission shall bec a body corporate with perpetual

succgssion and a common scal, and may sue and be sued in its corporate

name.

(3) The Commission may for the dlsch(ugc of its functions under
this L.aw acquire, hold and disposc of movable and immovable property
and may enter into any contract or other transaction.

2. (l) The Commission shall consist of—

(a) a Chairman;

(b) the Exccutive Director;

(c) the two Deputies of the Executive Director;

(<)) onc High Court Judge;

(e) a representative of Bank of Gliana;

() a representative of Ministry of Finance and Econoiuic
Planning; '

(¢) the Registrar-General or his representative;

(%) four other persons including a lawyer qualified to be
appointed a High Court Judge being persons who by
reason of their ability, expericnce or  specialisced
knowledge of securities and investment matters or ol
business or professional attainments would in  the
opinion of the P.N.D.C. be capabie of making uscful
contributions to the work of the Commission.

(2) All members of the Commission, including the Chairman,

shall be appointed by the P.N.D.C.

3. (1) The Chairman and the other members of Commission shall
hold office for three years but shall be eligiblc for rc—appomtmuxt
(2) A member of the Commission may resign his membership by

notice in writing addressed to the P.N.D.C.

et ea ——— ——
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(3) A member may be removed from membership of the Commis-
sion where he—

(a) becomes.a person of unsound mind;

() is absent from three consecutive meetings of the Commis-
sion without permission or reasonable cause;

(¢) is proved guilty of grave misconduct in relation to his
dutics as a member of the Commission;

{d) is sentenced to death or to imprisonment for a term
‘exceeding 12 months without the option of a fine or is
convicted of an offence involving dishonesty;

(¢) is declared bankrupt under any law in force in Ghana or
in any other country; or

(/) in the case of a person possessed of professional qualifi-
cations, he is disqualified or suspended, otherwise than at
his own request, {from practicing his profession in Ghana
or in any other country by an order of any competent
authority made in respect of him personally.

4. (1Y The Commission shall ordinarily meet for despatch of busi-
ness at such times and places as the Chairman may decide but shall meet
at least onee in every two months,

() The Chairman shall at the request in writing of not less than
four members of the Commission, call an extraordinary meeting of the
Conuuission at such time and place as he inay determine.

(3) The Chairman shall preside at every mecting of the Commis-
sion and 1 his absence any member of the Commission dcsignatcd by
the Chairman shall preside at the meeting.

(1) 1f no member of the Commission is so des:gnatcd the mem-
bers of the Commission present shall elect one of their number to preside
at the mecting.

(5) The quorum af every meeting oflhc Commission shallbefive
including the Chief Executive of the Commission or in his absence a
Deputy Chief Exccutive. _

(6) All questions proposed at a meeting of the Commission shall be
determined by a simple majority of the members present and voting and
where the votes are equal the Chairman or the person presiding shalt have
a sceond or casting vote. '

(7) The Commission may request the attendance of any person to
act as adviscr at any of its meetings but such person shall not vote on any
tiatier {or decision by the Commission.

(&) The validity of any act or proceedings of the Commission shall

L R R, et Hhet BTG SR e
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not be affected by any vacancy among its members or any defect in the
appointment of a member.

(9) Subject to this section the Commission :lmll regulate its own
procedure

S. (l ) There shall be appointed by the PNDC a Director General of the
Commission who shall be the chief executive of the Commission and
shall hold office on such terms and conditions as may be specificd in his
letter of appointment.

(2) There shall be appointed by the PNDC two Deputy Excceutive
Directors of the Commission on such terms and Lo;ldntxons as the PNDC
shall defermine.

(3) The Deputy Directors shall assnst the Lxecutwc Dircctor in the
performance of his duties and perform such functions as the Commission
may dircet.

(4) The Commission may employ such ofticers and staff as may be
necessajy for the proper discharge of its functions under this Eaw and on
such terms and conditions as the Commission in consultation with the
Sceretary may determine.

(5 ) Public officers may be transferred or seconded to the Commis-
ston.

(6) The Commission may also engage the services of such consult-
aats, advisers and other persons upon such conditions as the Commission
may, in consultation with the Secretary determine.

6. (1) The funds of the Commission shall include—
(a) grantsreceived from the Government by the Commission
for the discharge of its functions:
(b) any loans granted to the Commission by the Government
or any other body or person;
(c) any money accruing to the Commission in the course of
the performance of its functions under this Law; and
(d) any grants made by donors approved by the Secrctary.
(2) All moneys received by or on behalf of the Commission shall
be deposited to the credit of the Commission in a bank approved by the
Commission.

. (1) The Commission shall keep proper books of accounts ant
prcpdrc proper records in relation to the accounts; all the accounts of the
Commission shall be in such form as the Auditor-General may approve.

(2) The books and accounts of the Commission shall be audited
by the Auditor-Gencral within six months after the end of every financial

car.
d (3)The Audxtor-Ganera! shall make a rcport on the accountsto the
Commission.
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¢ The Commission shall on receipt of the report forward the
report to the Seeretary who shall submit the report with his comments
thercan to the PNDC.

(3 heCommission shall submit to the Secretary such other report
on the Comnission’s financial affairs as the Sceretary may request,

4. The members of the Commission other than the Executive Dircc-

tor and the two Deputy Executive Directors shall be paid such allowances
as the Seeretary may determine,

PARV U - FUNCTIONS OF THE COMMISSION

9. The functions ol the Commissjon are—

(o) 1o advise the S L‘ll\li:_\.' on all matters relating to the
sceurities mdustry:

. (h) o maintain surveillanee over activities in securitics to
. ensure orderly. fhir and equitable dealings in secugitics;

() 1o repister, Heense, authorise or regulate, in accordance
with this Law or any regulations made under it stock
exchanges, investment advisers, unit trust schemes, niu-
tual funds, scecurities dealers, and their agents and to
control and supervise their activities with a view to

- maintaining proper standards ol conduct and acceplable
" practices in the seeuritics business;

(¢}) to tormulate principles for the guidance of the  industry;

(¢) to monitor the solvency of licence holders and take
measures to protect the interest of customers where the
solvency of any such licence holder is in doubt;

() to protect the integrity of the securitics market againgt any

_abuscs arising from the practice of insider trading;

() to adopt measures to minimize and supervise any conflict
of interests that may arise for dealers;

(/) to review, approve and regulate takeovers, mergers, acquis
sitions and all forms of business combinations in accord-
ance with any law or code of practice requiring it to do so;

(i) to create the necessary atmosphere for the orderly growth
and development of the capital market;

() to perform the functions referred to in section 279 (9a) of
the Companies Code 1963; \ womdor ¥ ynegaoe

(k) to undertake such other activitics as are necessary or
expedient for giving full effect to the provisions of this
Law; and

() 1o perforn other functions specified under this Law.

bl
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(3) The Commission may in writing authorisc a person possessed of

such qualification as it considers adequate to exercise the power to
request tor the production of books conterred on it under this section.

(0) A reference in subsection (1) to a dealing in securitics or to a -

business carried on by a person includes a reference to a dealing in
sccurities by a person as a trustee.

(7) An authorisation {from the Commission to any person under
subsuection (8) may be of gencral application’'or may be limited to making
requirements of a particular stock exchange, manager of a unit trust
scheme or manager of a mutual fund or other person.

(8) Where the Commission, or a person authorised by the Commis-
ston, requires the production of any books under this section and a person
has a lien on the books, the production of the books shall not prejudice the
Lien,

(9) An authorised olficer shall where required to do so produce
cvidence of his authorisation. ’

(10) No action shall Lic against any person for complying with a
dircction or requirement made or given under this section Lo produce
hooks.

(1 1) A power conferred by this section to make a requircment of a
person extends if the person is ot body corporate, to making that require-
ment of any person who is or has been an officer of the body corporate
whicther thut body corporate is in the course of being wound up or has
beoen dinsolved.

11, (1) Where the required books are produced under section 10 the
person to whom they are produced--

(¢) may tuke possession of them, make copies of thcm or
take extracts from them;

(1) may require the other person or any person who was party
to the compilation of the books to make a statement
providing an explanation of any of the books;

(¢) may retain possession of the books for as long as the
Commission considers necessary (o enable the books w
be inspected and copies of or extracts from the books to
be made or taken by or on behalfof the Commission; and

() shall permit the person who produced them, upon giving
arecasonable notice and specification of the books, to have
access to them.

(2) Where the books are not produced, the Commlssxon or the
authorised person may require the person who should have produccd the
books—

(<)) to state, to the best of his knowledge and bclicf‘, where

the books may be found;

(&) to identily the person who, to the best of his knowledge

Action an
praduction of
the books or
when books are
not produced,
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“and belief, last had custody. of the books and where he
may be found; or
(¢) to state the reasons why the books cannot be produced.
Onler 12, (1) Where itappearsto a District Magistrate, upon written informa-
:’Y mapisiate gion on oath, and after any enquiry he may think nccessary, that there arc T
0 . . .
rcasonable grounds for suspecting that there are on any premises books

sxuth premises, : . ] )
the production of which has been directed and have not been produced in

compliance with the direction, the magistratc may issuc a warrant

authorising the Commission or any other person named in it—- )
(a) to search the premises and to break open and scarch :
any cupboard, drawer, container or other receptacle,
whether a fixture or not, in the premises; and
(0) to take posscssion of) or sceure against interference,
any books that appear to be books the production of
which was so dirceted.

(") The powers conferred under subscetion (1) are in addition to,

“and not in derogation of, any other powers con(cm_d by the Cruminal t '
Code 1960 (Act 29) reldung o suuch of premises. L
(3) In this section “premises™ includes any structure, building, |
place, arrerall, vehicle or vesscl. ;
. )
fenmnating £3. (1) 1t is no excuse far any person (o {ail to provide a statement | i
siadcaent. explaining, any matter refating o the compilation of any books or any ‘
matter requested of him underseetion 10 onthe grounds that the statement ’ i
wipght tend to ineriminate hum, ‘
\

(2) Where the person claims before makm;, a stateiment required
of him that the statement might tend to incriminate him, the statement
provided in answer to the request shall not be admissible in evidence
against him in any criminal proceedings other than proceedings under i
scetion 10,11 or 12 of this Law.

(3) Subject to subsection (2) of this section, a statecment made by a
person in compliance with a requirement under section 10 may be used <
in evidence in any criminal or civil 'proceec%ipgs against the person,

B s
SR LI alt
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Penalues. 14. A person who—
(a) without reasonable excuse, refuées or fails to comply
with a direction given under section 10, 11 or 12; or
(b) furnishes information or makes a statement that is false

or misleading in 2 material particular forthe purposes of .
section 10, 11 or 12; or \
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) without reasonable excuse, obstructs or hinders the Com-
misston or any person in the exercise of a power under
' section 10; 11 or 12
commits an offence and is liable on conviction to a fine not exceeding
I million cedis or to imprisonment for a term not exceeding one year or
to both. -

15. (1) Subject to this section and section 17, a copy of or extract from C°tPi°5 o .
a book relating to a matter specified in subsection (1) or (2) of section 10 ;ior;:tfo :,)c
is admissible in evidence as if it were the original book. admitted in

(2) A copy of or extract from a book is not admissible in evidence ©¥idence-
under subscetion (1) unless it is proved that the copy or extract is a truc
copy ol the book or of the relevant part of the book.
(1) Farihe purposes ol subsection (2), evidence that a copy of br

eatract from a book is a true copy of the book or of a part of the book may
be given by @ person who has compared the copy or extract with the book
or the relevant part of the book and may be given orally or by an affidavit
or statutory declaration.

: 16. Nothing in scction 10, 11 or 12 shall compe] a legal practitioner to Savings for
produce a document that contains privileged communication made by or #vers.

o b i his professional capacity or authorise the taking of possession

of any such document which is in his possession but if the lepal
practitioner refuses to produce the document he shall nevertheless be

abliged to give the name and address (if he knows them) of the person to

whom or by or on whose behalf the communication was made.

P

17. (1) No-information obtained from any books that have been Scerecy of

produced under section 10, 11 or 12 shall, without the previous consent [rfonnation
) 5.

‘ in writing of the person who ‘has custody or control of the books, be

published or disclosed, except to the Commission and'its officers and .
¢mployces, unless the publication or disclosure is requ:rod— '
(«) with a view to'the institution of, or for the purposes of,
criminal procecdmgS' or
(b forthe purposc 'Sf procecdmgs under sectxon 10 1 l or 12
of this Law, . """ »
(2) A person 'who publishes uny information in contraventxon of
this section cominits an offénce and is liable on conviction to a fine not
eaceeding § millioncedis orto imprisonment for aterm notexceeding one
yer ar to both. '




PLLDLCUELL 333, 1.1

SECURITIES INDUSTRY LAW, 1993

Dhnclosure to 18. (1) The Commission may, where it considers it necessary lor the
;‘l‘(‘;n Comuns- prou_cuon ofinvestors, require a dealer or an exempt dealer o disclose to
it, in'relation to any acquisition or disposal of securitics, the name of the
person from or through whom or on whose behalf the sccurities were
acquired or disposed of and the nature of the mstrucu(ms given to the
dealer in respect of the acquisition or disposal.
(2) The Commission may requirc a pcrson “who has acquired, held
or dnsposed of securities to disclose to it— i
\

(a) whether he acquired, held or disposed ol sceuritics as a
trustec for or on behallof another person or as a nominee:
(b) the name of that person; and :
(¢) the nature of any instruction given to him as trustee or
“nominee in respect of the acquisition,holding or diposal.
(3) The Commiission may require a stock exchange to disclose to
it, in relation to an acquisition or disposal ol securities on the stock market
of that stock exchange, the names of the members of that stock exchange
who acted in the acquisition or disposal.

Where Cam- 19, (1) Where the Commission considers—
wission  sus- () that it may be necessary to prohibit trading in sceuritics o,
f,‘,’f:,:lls;,‘}](;::‘ 4 or made available by a body corporate pursuant to scction
stons. 3 1; or
(b) that a person may have contravened the provisions of
Part X in relation to securities of, or made available by a
body corporate; or
(c) that a person may have contravened a provision of Part F
of Chapter Il of the Compames Code, 1963(Act 179) in
relation to securities in a body corporate;
it may require a dircctor, sccretary or executive officer of the body
corporate referred to in paragraph (a), (b) or (¢) to disclose to the
Commission any information of which he is aware, being information
that might have affected any dealing that has taken place, or that might
affect any future dealing in securitics of, ormade availablc by, the body
corporate.
(2) Forthe purposes of paragraph (a), (b) or (¢) of subsection (1)
the Commission may require a person whom the Commission believes on
reasonable grounds to be capable of giving information concerning—
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(¢r) any dealing in relevant sccuritics;

(i) any udvice given by a dealer, an investment adviser, a
Jdealer’s rcprcscntatwe or an investment rcprcscntatwc
conccrmng securities;

(¢) the issuing or publication of a report or analysis by a
dealer, an investment adviser, a dealer's representative
concerning relevant securities; '

(d) the financial position of any business_carried on by a
person who is or has been (cither alone or together with
other pcrsons) a dealer or an investment adviser and has
dealt in, or given advice concerning relevant securities;

(¢) the financial position of any business carricd on by a
nominec controlled by a person referred to in paragraph
(¢) or jointly controlled by two or more persons at least
one of whom is a person referred to in that paragraph; or

(/) an audit of, or any report of an auditor concerning any
accounts or records of a dealer or of an investment
adviser, being accounts or records relating to dealings in
relevant securities, '

to disclose to the Commission the information that the person has in
relution to any of the matters specxf‘ed in this subsection.

(3)“Relevant seeurities™ in subsection (2) means-securitics of,
or made available by, the body corporate referred to in subsection (1).

(4) A person is not excused from disclosing information to the
Conunission pursuant to arequirement made of him under subsection (1)
and (2) on the ground that the dlsclosurc of the information might tend to
incriminate him.

(5) Where a person ¢laims, before making an oral statement
disclosing information which he is rcquncd to disclose under subsection
(1) or (2), that the statement might tend to incriminate him, the statement
provided in answer to the request is not admissible in evidence against
him in criminal proceedings other tha:\‘proceedmgs under this section.

(6) A person who or stock exchan&,c which, without reasonable

excuse, refuses or fails to comply with-a requirement of the Commission"

under subsection (1), (2), or (3) of section 18 or subscctxons (Dor(2)of

this section commits an offcnce and is liable bn conviction to a fine not’

exceeding 1 million cedis or to 1mpnsonmcnt not exceedifig one year or
to both.

(7) A person who, for the purposus of subscct:on (1), or(3)
of section 18 or subsection (1) or (2) or this scction, dlscloscs informa-
tion, or makes a statement, that is false or misleading in a material
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particular comnits an offence and is liable on conviction to a fine not
exceeding Pmillion cedis or to imprisonment not exceeding one year or
to both.

(8) It is a defence to a prosecution for an offence under subsce-
tion (7) for the defendant to prove that he believed on reasonable grounds

“that the information or statement was true and was not misleading,

7 (9) Inthis section areference to disciosiii'ginformution includes,
in relation to information that is contained in a document, the furnishing,
of the document. '

(10) A person shall not be subject to any liability by rcason that
he coinplied with a requircment made or purpoyted to have been made
under this section. N

20. ' Where the Commission has rcason to sugpect that a person has
committed an offence under this Law or the Companics Code, 1963 (Act
179) or has been guilty of fraud or dishonesty in refation to dealing in
securitics, it may make such investigation as it thinks proper in pursuance
of this Law.

21. (1) The Commission may, inspect the books, accounts, documents
and transuctions of a stock exchange, a unit trust scheme, a mutual fund,
a dealer or an investment adviser. .

(2) The Commission may appoint a person possessed of such
qualification as it considers adequate to exercise the power of the
Commission under subsection (1). :

(3) For the purposes of an inspection under this section, the stock
exchange or any of the persons referred to in subscction (1), shall afford
the Commission access to, and shall produce books, accounts and
documents and shall give such information facilities as may be required
to conduct the inspection.

" (4) A person appointed by the Commission shall have the power
1o copy or take possession of the books, accounts and other documents of’
a stock exchange, the manager of a unit trust scheme or mutual fund, a
dealer or investment adviser.,

(5) A person who or stock exchange or unit trust schieme, or
mutual fund which fails, withoutreasonable excuse, to produce any book,
account ordocument, information or facilities in accordance with subsec-
tion (3) commits an offence and is liable on conviction to a fine not
excecding I millioncedisorto imprisonmentforatermnotexceeding one
year or to both.

22. (1) Where~ . -
(a) on the application of the Commission, it appears to a court
that a person has committed an offence under this Law, or
has contravened the conditions or restrictions of a licence
or the rules or listing rules of a stock exchange or is about
to do an act with respect to dealing in securitics that, if
done, would be such an offence or contravention; or
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(&) on the application ol a stock exchange, it appearsto the
court that a person has contravened the rules or listing
rules of the stock exchange,

the court may, without prejudice to any other orders it may make, make
one or more of the following orders—

(i) in the case of persistent or continuing
breaches of this Law, or of the conditions
or restriction of a license, or of the rules or
listing rules of a stock exchange, an order
restraining the person from carrying on a
business of dealing in sccurities, acting as
an investment adviser or as a dealer’s
representative or investment representative,
or from holding himsell out as carrying on
such business or so acting;

(if) an order restraining a person from acquir-
ing, disposing of or otherwise dealing with
any securitics that are specified in the
order; :

(4ify an order appointing a receiver of the
property of a dealer or of property that is
held by a dealer for or on behalf of another
person whether on trust or otherwise;

(iv)an order declaring a contract relating to
securities to be void or voidable; '

(v) for the purposcs of sccuring compliance
with any other order under this section, an
order directing a person to do or refrain
from doing a specified act; or

(vi) any order ancxllary to any of the order:.
specified in this paragraph considered
necessary.

(2) The court may, before making an order under subsection (1),
direct that notice of ti.e application be given to such persons as it thinks
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fit or direct that notice of the application’be published in such man:

it thinks fit, or both.

(3) A person appointed by order of the court under subsectic
as a receiver of the property of a dealer may-—";

(a) require the dealer to deliver to the receiver any p
erty of which the latter has bcer; appointed receives
give to the receiver all informatjon concerning that
erty that may reasonably be rcquiru!

(b) acquire and take posscssnon of a any property of wh
has" been appomted receiver; !

(c) deal with: any property that he 7lms 'xcqmred or-of
he has taken possession inany manner inwhich the
might lawfully have dealt with:thc property; and

(d) exercise such other powers in respect of the prop:
are specified in the order.

i

(4) In subsections (1) and (3), “property” in relation to «
includes moneys, sccurities and documents of title to securities
property entrusted to or received on behalf of any other perso
dealer or another person in the course of or in connection with a
of dealing in sccurilics carried’on by the dealer.

(5) Any person who, without reasonable excuse, contri
fails to comply with—~
{a) an order under subscction (1) applicable to him
(&) arcquirementofarcceiver appointed by order ot
under subsection (1),
commits an offence and is liable on conviction to a {ine not ex
million cedis or to imprisonment {or a term not exceeding onc
both.
{6) Subsection (5) docs not afiect the powers of the cow
for contempt of court. '
(7) The court may rescind, vary or discharge an order
under this section or suspend the operatign of an order.
siements of 23, (1) The Commission may issue statements of principles
prciple. 1o the conduct and financial standing expectéd of persons lic
this Laaw.
273 Tl 2 conduct expected may inchude comphance w
asued with e pern: tanion of the Coymmission by
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(3) Failure to comply with a stalement of principle under this
section is grounds for the taking of disciplinary action or the exercise of
powers ol intervention, but does not constitute an offence or give risc to
any right of action by investors or other persons aftected or affect the
validity of any transaction.

(4) The exercise of disciplinary action under subsect:on (3) in-
cludes the exercise of any power under section 57 or 62 and those sections
shall be construed accordingly.

' (5) Where a statement of principle relates to compliance with a
code or standard issucd by a person or body other than the Commission,
the statement of principle may provide- N

() that failure to comply with the code or standard shall be a
ground for taking disciplinary action or exercising any
power under section 57 or 62, only in such cases and to
such extent as may be specified; and :
(&) that no such action shall be taken, or any such power
' exercised, except at the request of the person or authority
by whom the code or standard in question was issued.
(6) The Commission shall exercise its power in such manner as
appears Lo it appropriate to secure compliance with statements of princi-
ple under this section.

PAR'I‘ - STOCK LEXCHANGES

24. No person shall cstabllsh or assist in establishing or maintain or Establishment
hold himself out as providing or maintaining a stock market unless it is fr::m‘l’: stock
authorized under this Law.

25.(1) Applxcatxon for approval as a stock exchange may be made to Power of Com-
the Commission in the prescribed form. :'r'(ﬁf"a o

(2)No approval shall be granted to any person to operate asa stock exchange.
exchange other than a body corporatc
(3) The Commission may in consuitation with the Secretary

1 approve a body corporate as a stock exchange if it is satisficd—

(a) that-at least 3 members of the body corporate will carry
on the business of dealing in securities independently of
and in competition with each other;

(b) that the rules of the body corporate will make satisfactory

! provision— '

(?) for the exclusion from membership of
persons who are not of good character and

high business integrity;

wr
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@iy for the expulsion, suspension or disciplining
ol members for conduct incoasistent with
)ust and equitable principles, in the trans-
action of business or for a contravention of
or failure to comply with the rules ofthé stock
exchange or the provisions of this Law;

(iii) for the making of a rcport tothe Commission
by the body corporate whenever it rejects any
application for mcmbcx:slup or where it sus-
pends or expels a member;

(iv) for the terms and condnlons of the chief
exccutive officer of lhc body corporate, in-
cluding a term that the chiel exccutive
officer shall not be liable to dismissal or
rcmoval from his office without the prior
approval of the Commission;

(v) with respect  to the conditions under which
sccurities may be listed for trading in the
market proposed to be conductc,d by the body
corporate;

(vi)ywithrespect to the conditions governing deal-
ing in securities by members;

(vi)with respect to the class of securitics  that
may be dealt in by members;

(viifywith respect to a fair representation of per-
sons in the selection of its council members
and administration of its affairs and provide
that one or more council members shall be
representative of listed companies, investors,
and the professionsrelevantto securitics trad-
ing and not be associated with a stock broker,-
or dealer; and

(ix) generally, for the carrying on of the business
of the stock exchange with due regardtothe
interest of the public; and

(c) that the interests of the public will be served by the

- granting of the approval. :

(4) Nothing in this section shall precludé the Commission from

appointing any person who is knowledgeable in the securitics industry

and who isnotassociated with a stockbrokerordealer, tobe onthe council

of a stock exchange to represent the public interest; and the person so
appoiated-
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(«) shall have the samerights, powers, dutics and obligations,
libertics and privileges as any other miember of the
council of the stock exchange; and -

(b) shali hold office for a period specified by the Commission
which may at any time revoke such an appointment.

(5) The Commission shall publish in the Gazette noticé of approval
for the establishment of a stock exchange and every cancellation or
suspension of any approval,

(6) Where the Commission is of opinion that an‘approval granted
to a stock exchange under subsection (3) should be withdrawn in the
publicinterest, it may serve onthe council of that stock exchdnge a wrilten
notice that it is considering the withdrawal of the approval for the reasons
stated in the notice and after giving an opportunity to the council to be
heard onthe matter, itmay cancel the approval made undersubsection (3).

(7) A cancellation under subsection (6) shall not tuke effect until
after the expiration of three months from the date on which the cancella-
tion is published in the Gazerre.

(8) With effect from the date on which a notice of canccllauon of
approval under subsection (7) is published in the Gazette, the council
shall ensure that trading on the stock exchange ceases. During the three
months between the said publication and the effective date of the
cancellation, the council shall take steps to wind up the business of the
stock exchange.

26. (1) Where an amendment is made, whether by way of rescmsmn,
alteration or addition, to the rules of a stock exchange or the listing rules
of a stock exchange, the council of the stock exchan;,e shall forward a
written notice of it to the Commission for approval

(2) The Commission may give notice in wntmg to the stock
exchange concernedthat itapprovesthe amendmentorthatitdisapproves
the whole or any specified part of thg amendment in question and until
such notice is given the amendment shall not have any effect. ~

(3) Nothing in this section shall preclude the Commission, afier
consultation with the council of stock exchangc,%om amendmg the rules

Commission
to  approve
amcendments
to rules.

of an approved stock exchange by written nptice speclfymg the amend-

ments and the dates those aniendments shall come into ‘force, but the

Lcmzmmon may dispense with such consultatmn if it considers axt,'

necessary 1o do so for the prot\,ctwn of investors.-
(%) Aay notice undcr this section may be served pcrgogmlly W by
bost.
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27.(1) A stoch eachange shall provide such assistance to the Conmnis-
sion as the Commission reasonably requires for the performance of its
functions and dutics, including the furnishing of returns and providing
such’information rclating to the exchange’s business or in respect of its
dealing in securitics or any other specified information as the Cominis-
sion may require for the proper administration of this Law.

(2) Where a stock exchange reprimands, fines, suspends, expels
or otherwise takes disciplinary action against a member of the stock
exchange, it shall, within seven days, give to the Commission written
particulars of the name of the member, the reason for and nature of the
action taken, the amount of the finé, if any, and the period of the

_suspension, if any.

28. (1) The Commission may review any disciplinary action taken by
a stock exchange under subsection (2) of section 27 and may affirm orsct
aside a stock u;ch.mj_,c, decision after giving the member and the stock
exchange an opportumty to be heard.

(2) Nothing in this scction precludes the Commission, in a case
where a stock exchange fails to act against a member of the stock
exchange, from suspending, expelling or otherwise disciplining a mem-
ber of the exchange but before doing so the Commisston shall give the
member and the stock cxch.mbc ‘an opportunity to be heard.

“(3) Any person who is aggrieved by the decision of a stock
t.xc.han;,f. or the Commission under this section may, within onec month
after he isnotified of the decision, appcal to the Scer otary whose decision
—on it shall be final.

29. (1) Where a person who is under an obligation to comply with,
observe, enforce or give effect to the rules or regulations of a stock
exchange fails in performing the duty, the court, on the application of the
Commission, a stock exchange or a person aggriecved by the failure, and
after giving to the person against whom the order is sought an opportunity
of being heard, may make an order giving directions to that person to
perform the duty.

(2) For the purpose of subsection (1)-

(a) a body corporate that has been admitted to any official Ixst
of a stock exchange and has not been removed {rom
that official list;-or

(b) a person associated with a body corporate that has been
admitted to any official list of a stock exchange and'has
not been removed from that official list,

»
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is under an obhigation to comply with, observe and give effect tothe rules
of that stock exchange to the extent to which those rules apply in relation
to it or him.
30. (1) The Commission may, where it appears to be in the public
interest, issue directions to a stock exchange~
(a) with respect to trading on or through the facilities of that
stock exchange or with respect to any security listed on
that stock exchange; or
(b) with respect to the manner in which a’ stock exchange
carrics on its business, including the manner of reporting
off-market purchases; or
(c) with respect to any other matters which the Commission
considers necessary for the effective administration of
this Law,

and the stock exchange shall comply with any such direction.

(2) A stock exchange which, without reasonable excuse, fails
orrefuses to comply with adirection given under subsection (1), conunits
an offence and is liable on conviction to a fine of ¢200,000.00 and to a
further fine of'¢5,000.00 for cach day the non-compliance continues after
conviction.

(3) A stock exchange that is aggrieved by any direction of the
Commission under subscction (1) may appeal to the Secretary within 30
days of the date of the direction.

(4) In any appeal under subsection (3), the decision of the
Secretary shall be final.
(5) Where the Commission is ‘satisfied that an executive
officer of a stock exchange— '
() has wilfully contravened this Law orany regulations mide
under it or the rules of i stock exchange; or
(b) has without reasonable justification or excuse, failed to
enforce compliance with such provisions by aimesiaber of
the stock exchange or a purson assoointed with rhag
member; :

bPower to issuc
dircclions to

s:ock
chu e,

the Commission may, if it thinks i* sucessary inthe public interest or for -

the protection of investors, ani ™. - ziving the-execulive-officer, an
opportunity of being heard, direci by n.ce inwriting the sock exchpnge
remove {rom office or employmient the v cutive offices, ang thie stock
exchiange shall comply ‘with the directiti; .4 o Coinntission may
instead censure the executive officer. '
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:::.:.:; ‘“‘"lt 31. (1) Without prejudice to the generality of section 30, where the
to )”u]'l;h” Commission 1y of the opinion that it is necessury to prohibit trading, in
trading n particular securitics of, or made available by, a body corporate on the
particularse-  stock market of a stock cxchangc in order to protect the interest of the
cuntics. public, the Commission may glve notice in writing to the stock exchange
stating that it has formed that opinion and sou;nf, out its reasons.

(2) If, after the receipt of the notice, the 'stock oxch.uu,(. docs not
take action to prevent trading in the securities to which the notice relates
on the stock market of the stock exchange and thic Commission is still of
the opinionthat itis necessary to prohibit trading:in those securitics on that
stocl} market, the Commission may, by notic¢ in writing to the stock
exchange, prohibit trading in those securitics on that stock market during
such'period, not exceeding-14 days, as may be specified in the notice.

(3) Where the Commission gives a nojice to a stock exchange
under subscetion (2) the Commission shall- %

(a) at the same time send a copy qf the notice (o the body
corporate togcther with a statement setting out the rea-
sons for the giving of the notlcc, and

(b) as soon as practicable furnish to the Sccretary a writlen
report setting out the reasons for the piving of the notice
and send a copy of the report to the stock ‘exchange.

(4) Where the Commission gives a notice to a stock exchange
under subsection (2), the stock exchange may request the Commission in
writing to refer the matter to the Secretary,

(5) Where such a request 1s made, the Commission shall forth-
with refei the matter to the Secretary, who may, if he thinks fit, dircct the
Commission to revoke the notice or confirm the prohibition imposed by
the Commission; and the decision of the Sccretary shall be final.

(6) A stock exchange which permits trading in securitics on the
stock market of the stock exchange in contravention of a notice under
subsection (2) commits an offence and is liable on conviction a finc of not
more than ¢100,000.00 for cach day the contravention continues.

PARTIV - UNIT TRUSTS AND MuTuaL FunDs

Unit  trust 32, No person shall-
sehemes. (a) establish or operate a unit trust scheme; or
(&) carry on or purport to carry on the business of dealing
in units of a unit trust scheme,
unless the scheme is approved by and registered with the Commission.
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33.(1) Anuapplication for approval of a unit trust scheme shall be in Appheation
i fonn I sresenibaed by the Commission and shall be acct nnpanicd by a ‘:"".""::‘l‘l"';‘l"‘;‘f:
copy ol the trust deed. schemes.
(2) The Commission may approve and register a scheme if it is .
satisficd that—
() the manager and trustee are qualified to act as such;
(#) the manager is a company incorporated in Ghana;
(¢) the trusiee is cither a bank or insurance company or a
wholly owned subsidiary of either of them;
(<f) the trustee has the requisite minimum paid up. capital;
(¢) the business of the manager in relation to the scheme is
administered independently of the trusteey and
(N the trust deed complies with the provisions of this Law.

34. No person shall deal in units cither directly or indircctly unlesg~ Dealings  in
(e} the unit trust scheme in respect of the units is registered voits
with the Commission; and
¢h) the particulars of the scheme have been .lpprov:_d by the
Conunission,

35, (1) The manager of a unit trust scheme shall prepare and submit Prepanionof
to the Commission particulars of the unit trust scheme which shall ;it‘l"“r“' par
include- o

() naunes and qualitications of the manager, trustee, diree-
tors and other principal officers of the scheme; and
(h) a copy of the trust deed, and the certilicate of incorpora-
tion of the manager.
(2) TYhe Commission may determine from time to time the
infurmation to be published in the scheme particulars,

36. Tie calculation of prices at which units of any unit trust scheme pricing  of
may be buu!,ht or sold shall be in accordance with forinula approved by units.
the Comimission.

37. (1) The Commission shall keep a register of all authorized unit Commission
trust schemes, 10 keep regis-
(2) Any person who so wishes may inspect the register and upon :‘:::f:c"b“ st

the payment of the prescribed fee obtain a copy of the register., '

38. (1) Subject to the other provisions of this section the Commission Rrevocation of
may cancel the authorization of a scheme-— authorisation
(«0) if in the opinion of the Commission the interests of the ©f seheme.

holder of the units created under the scheme require that
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S

©oor;
(&) if the Commizsion is satislied that the scheme as provided
no longer qualifics as provided under scction 33.
(2) The Commission shall before canccllmg the approval notify the
manager and trustee of the scheme.

(3) The manager or the trustee may within 21 days of the notifica-
tion make representations in writing in respect olxthe proposed cancella-
tion to'the Commussion. :

(4) The Commission shall consider the reprcSentations made before
decidiug whether to cancel the approval or not. :

(5) The Commission shall communicate il.} decision to cancel the
approval of the scheme within 30 days after rcp;tcscmahons have been
made ar if none is made, within 30 days after the last day for making the
u.pn_bcnl.ttlon

39. (1) The manager of an authorized unit trust scheme shall, when
requested by a holder for units of the scheme, buy from the holder the
number of units the holder may specify and at the price at which the
manager buys the units of the scheme.

(2) Where a scheme has been cancelled the manager shall buy all
the units under the scheme at the price at which the mianager buys units
of the scheme.

40, (1) Any letter, notice, circular document or prospectus prepared by
the manager for the purposc of offering units of a unit trust scheme to the
public shall be approved by the trustees and submitted to the Commission
for information before the letter, notice, circular, document or prospectus
is published. _

(2) There shall be included in a document of the kind referred to in
subsection (1) of this scction, information in relation to such matters (if
any) as may be specified, from timc to time, by thc Commission.

41. No company that is a manager of a scheme or is a subsidiary or
holding company of the manager shall—
' (a) borrow moncy on behalf of a scheme for the purpose of
acquiring securitics or other property for the scheme;
() lend money that is subjéct to the scheme to a person to
enable him to purchase units of the scheme;
(¢) mortgage, charge.or impose any other encumbrance on
any securities or other property subject to the scheme; or
{d) cngage jn xny transaction that is not in the interest of the
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holders of the units of the scheme.
42. Notwithstanding any other law for the time being in force—

(ct) a unit trust scheme approved under this Law shall not be
linble to pay income tax or any other tax including levy
in respeet of income, profits or gains derived by it from
any sourcce;

() nodeductions inrespect of income tax shall be made from
any interest or dividend payable to the trust in respect of
any sccuritics or shares owned by it or in which it has
full beneficial interest.

43. Notwithstanding the provisions of the' Income Tax Decree, 1975
(SMCD 5)-

(<5) where the chargeable income or profits of a unit holder is
being ascertained for the purposes of that Decree, there
shall not be included in the chargeable income or profits,
dividend not exceeding 1 million cedis or such other sum
as the Sceeretary may by legislative instrument prescribe,
received from the trust by the unit holder in respect of his
holding: and

(/) no deduction of income tax or any other tax shall be made
by the trust from income or dividend payable to a unit
holder.

44. (1) The manager of an authorized unit trust scheme shall cause
proper books of account to be kept which give a true view of the financial
aftairs of the scheme during the year covered by the accounts.

(2) The accounts shall be audited by a person appointed as auditor,
Ly the manager with approval of the trustee.

(3) The manager shall submit a copy of the audited accounts to the
Commission within 30 days after receiving them from the auditor.

(4) The manager shall cause the accounts to be published in the

LExcimption of
authorsed unit
trust scheme
from incomc
and other
taxes.

Exemption of
unit holderand
contributing
institution.

Audit ol
accounts of
scheme.

national newspapers within four months after the end of the period to -

which the accounts relate, or as the Commission may specify.

(5) If the manager fails to comply with this scction the Commus-
sion may revoke the authorization of the scheme of which he is the
manager.

45. (1) Subject to subsectlon (2) of tlus scctxon the Commission may
on application made by— e '

(a) a company incorporated in Ghana; or

(b) an external company with a place of business in Ghana,

register the company to deal in mutual funds and issue a certificate in

Commission

. o regulate

mutual funds,
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sespreet of the registration,
(2) The Commission shall not register any compiuny unless i is
satistied that—
(a) if any invitation is made to the public to subscribe for the
company’s shares the price at which the shares arc offered
arc based on net value of its assets at the time of the offer
with no addition except for a ref\sonablc. service charge;
and |
(H) the company shall at any time rcpurchasc the share from
the holder at a price based on th.g. net value of its asscts at
the time of purchase without any deduction except for a
: reasonuble service charge.
(3) Anapplication for registration shall pe in the form prescribed

by the Commission, :
+ (1) The Commission may issue the certificate subject 1o such

conditions or restrictions as it may determine.
(5) The Commission may vary the conditions or restrictions subject

ta which a cerlificate is issued.

Cenmsaen o 6. The Commission shall keep a register of all mutual funds.
hecpegisterof
matual funds,

Canvellationol 47, (1) Subj'cct to subscction (2) of this section, the Commission may
featmlolt e cancel the registration and withdraw the certificate ol a company regis-
tered as agnutual fund if it is satisfied that the company has breached any
condition of its registration,
{2) The Commission shall-

{a) before cancelling the registration and  withdrawing the
certificate of a a company, notify the company of its inten-
tions; and

(%) by the notice invite the company to make, within a period
of not more than thirty days from the date of the service
of the notice, any representations it may desire to make in
respect of the canullauon and withidrawal of the certifi-
cate.

(3) The Commission may caneel the rcgnstratxon and withdraw the
certiticate of a company if-

(r) afterthe expiration of the period the company has not made
any representations; or

¢h) it is not satisficd with representations made by the com-
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pany.
PART V - LICENCES

48. (1}ive person shall carry on a business of dealing in securitics
or hold himsclf out as carrying on such a busincess unless he is the holder
ol a dealer’s hicence issued under this Part.

19. No person shall uct as a dealer’s representative unless he is the
holder of a dealer’s representative’s licence issuced under this Part.

50. Mo person shall act as an investment adviser or hold himself out 1o
be an investment adviser unless he is the holder of an investment
advisers’s licenee issued under this Part

5%, Wo person shall actas an investment representative unless he is the
holder of areinvestment representative’s licence issued under this Part,

S2. (1) Anapplication fora licence or for the renewal of a licence shail
pe made to the Commission in the prescribed torm and shall be accom-
panicd by the prescribed fee and, in the case ol un application for rencwal

of a licence, shall be made rot later than one month before the expiry of

the hicence. . :

(2) The Commission may require an applicant to supply it with
such further information as it considers necessary in relation to the
application.

(3) The Commission shall not refuse to grant or renew a licence
without fivst giving the applicant or the holder of the ficence an opportu-
nity of bemg heard. ‘

(1) Where the Commission rejects an application {or a licence or
the renewal of a licence, the prescribed fee shll be refundable to 1the
appiicant but the fee shall not be refundable on the wuhdmwal of an
application.

E3L(Y A dealcr licence shall only be granted. to a body oorpoz ate
including an mcorporatt.d private partnership. R
{2) A dealer’s licence shall only be granted if the dealer meets and
cantinues to meet the minimum financial requirements determined by the
Commission cither generally or specitically, er as are provided in the
cules of a stock exchunge approved by the Comnission.
{3) Subject 10 scction 52 (3) and the i'cgulat'mns made under this

i.ow, where an apptication is made for the grunt or renewsl of an
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investmentadviser’s licence, the Commission shall refusc the application
il in the case of an applicant whao is a natural person -
(a) the applicant has been adjudged bankrupt anywhere;
- () the applicant has been convicted, either within Ghana or

elsewhere, within the period of 10 years immediately

preceding the date on which the application is made, of
an offence involving fraud or dishonesty punishable on
conviction with imprisonment foria term of 3 months or
morc; .

(¢) the Commission is not satisfied as to the educational
qualifications or experience of llu( applicant having rc-
gard to the nature of the dutics ofa holder of an invest-
ment adviser’s licence;

(¢f) the Commission has reason to belicve that the applicant
is not of good reputation or character; or

" (¢) the Commission has reason to believe that the applicant

will not perform the duties of a holder of an investinent
adviscr’s licence efficiently, honestly and fairly.

(4) Subject to section 52(3) and regulations made under this Law,
where an application is made for the grant orrenewal of a dealer’s licence
or for an investment adviser’s licence by a body corporate including an
incorporated private partnership the Commission shall refuse the appli-
cation if— '

(a) the body corporate or the partnership is in the course of
being wound up under the Companices Code, 1963 (Act
179); or Incorporated Private Parinership Act, 1962 (Act
152)

(h) the bady carporate is one in respeet of which a receiver,
or a receiver and manager, has been appointed under the
Companics Code, 1963 (Act 179);

(¢) the body corpaorate or partnership has, whether within or
outside Ghana, entered into a compromise or scheme of
arrangement with its creditors, which is still in operation;

(d) the Commission is not satisfied as to the educational
qualifications or expericncc of the officers of, or partners
of the applicant who arc to perform duties in connection
with the dealer's licence or investment adviser's licence,
as the case may-be; or

(e) the Commission has reason to believe that the applicant
will not perform fhe dutics of a holder of a dealer’s

- ———— e =
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licence, cfficiently, honestly and fairly.

54. Subject to section 52(3) and regulations made under this Law, the Cmuorn.pn,-
‘ommission shall grant or renew a dealer’s representative’s licence or fl:‘“‘ct tive’
nvestment representative’s licence if after consideration of the applica-
ion it considers that the applicant will perform the dutics cfficiently,
onestly and fairly.

55. A person who, in connection with an application foralicence or for False state-
herenewal ofa licence, wilfully and knowingly makes astatement which ments.

+ fulse or misleading in a material particular or wilfully omits to state any
aatter or thing without which the application is misleading in respect of

material particular commits an offence and is liable on conviction to a
ine not exceeding I million cedis or to imprisonment for a term not

ceeding one year or to both.

36. (1) In deciding whether a dealer or his representative or an Power of the
nvestment adviser or his representative shall hold a licence under this f'::s:'r'::‘"l‘z:i"
paw, the Commission may enquire into any transactions involving the curities wans-
wirchase or sale ol seeurities entered into by that person, whether directly ‘l{“"“:":l"_'.";:f‘"
w indircetly, during any period of 12 months preceding the application l:g"u:;”‘;:w‘c.
wr the licence or renewal of the ticencee, (referred to in this section as the
Llevan period) to ascertain iCihat person has insuch transaction or series
of transactions used dishonest, unfair or unethical methods or trading
ractices, whether such method or trading practices constitute an offence
sder this Linw or not.

(2} Forthe purpase of subsection (1), the Commission may, in such
arm aand svithin such Hime as iCmay specify by notice in writing, require
dealer or his representative or an investment adviser or his representa-
ive to submit detailed information of all or any transactions involving the
urchasce or sale of sccurities, whether such transactions were completed
.urm;:, the relevant period before or after the commencement of this Law.
(3) Any person who, without reasonable excuse, fails or refuses to
phmit information to the Commission within the time specified in the
Totice referred to in subscction (2) or who gives false or misleading
wormation shall, in addition to any other penalty Lhat may be imposcd
nder this Law, be liable in the case of an application for rencwal of a
lcenee to have his licence revoked under section 62 and in the case of first
wplication for a licence to have his application refused.

7.0 The Commission may grant or renew a licence sub)u,l 10 such PoweroiCom-,
‘osditions o restrictions as 1 hinks (it and the Commission may, at any '::':‘:""::’"':1’::
Sne byvwritten notice toa liceuce holder, vary any condition or resiiction tionkor reeic-
a relaiion to the licence. Lons.
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(2) Wuhbuout liniung the penerality of subscetion (1) the Com
ston may iu granting or renewing an investment adviser's hicoence i
a condition or restriction as to the class of business that thic investn
adviser may carry on including a condition or restriction that—

(a) he shall only carry on the c14§s of business of advi:
others concerning securitics; or

(b) he shall only carry on the cIa;; of business of issuin:
promulgating analyses in reports concerning scecuri:
or :

(c) he shall only carry on a class of business involving u
management of a portfolio ol securities on hdm!
clients for investment pu:posus or

() he shall carry on any of the classes of business in p
gruphs (ar), (0) and (¢) in combination with each ot

(3) The Commission may also by written notice to a lic
holder suspend, cancel, restrict or impose terms and conditions o
right of the licence holder to—

(a) call at any residence; or

(h) telephone any residence in Ghana for the purpo:.
dealing in any securities.

(4) A person who contravenes or fails (o comply with any cond

of or restriction in his licence shall be guilty of an oflunce.
(5) In this section “residence” includes any building or part
building where the occupant resides-either permancently or temnpor.

Deposit 1o be 58. (1) The Commision shall not grant a dealer's licence unless
i::f::f oo is lodged with the Commission, at’the time of the application fi
licence, licence, a deposit in the sum of 5inillion cedis or such greater sum :
Comunission may determine in respect of the licence.
(2) A deposit required under subsection (1) shall be in cash
such other form as the Commission may in any particular case dis
(3) All amounts paid under this section shall be deposited
account at the Bank of Ghana by the Commission.
(4) A deposit lodged under subsection (1) shall be applied b
Commission subject to and in accordance with regulations made
. ~ this Law.
poned o 59. (1) Subject to subsection (2), a licence shall expire one yeu
the date of issue.
(2) A licence that has been renewed in accordance wii
provisions of this Part shall continue in force for a period of one ye::
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the date of the renewad.
66, Where
(e} the holder of a dealer’s licence or investinent adviser’s Notificaation
Breenee ceases to carry on the business to which the li- :::'u:::x:t.i of
cenee relates; or
(H) the holder of a representative’s licence ceases to be a
representative of the dealer or investment adviser in
relation to whom the representative’s licence was issued:
oar
(¢) a change occurs in any matter, particulars of which are
required by section 61 1o be entered in the register of
licence holders in relation to the holder of a licence,
the hofder of the licence shall, not fater than 14 days alier the occurrence
ol the event give to the Commission, in the prescribed Torm, particalars
nuwriting of the event.

61.01) The Commission shall keep in such form as icthinks fita register Repister of 1
of the holders of current licences, specifying— cenee holders.
(1) 1 relation o each holder of a dealer's or investment
adviser’s licence-
(1) s name;
(i1) the address of the principal place of busi-
ness at which he carries on the business;
(i1i) where the business is carried on underaname
or style other than the name of the holder of
the licence. the name or style under which the
business is carried on; and

(&) inrelation to cach holder of a representative’s licence-

(1) his narne;

(i1) the namie of the dealer or investment ad-
viser in relation to whom the licence was
iscued; and :

- (i1i) where the business of thut dealer or invest-
ment adviser is carried on under a name or
style other than the name of the dealer or
investment adviser, the name or style under
which that business is carcied on.

(2) Any person tnay, upon payment ot the preseribed fec, inspect
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and take extracts from the register kept under subsection (1).
62. (1) A licence shall be deened to be revoked in the case of -
(¢} an individual, if the individual dics;' or
(b) a body corporate or incorporated private partnership, if'it
is wound up.

(2) 'The Commission may revoke a licence—
(a) in the case of a licensed person wha is an individual-

(i) if a levy of exccution in respect of him has
not been satisfied; $

(if) ifhe ceases to carry on busmcss for which he
was licenced;

(iii) if he has been adjudgcd bankrupt in any
Jurisdiction;

(iv) if, in the case of areprescntative, the licence
ofthe dealerorinvestment adviser, inrclation
to whom the licence was granted, is revoked;

(v) if the Commission has reason to belicve that
the licensed person has not performed his
duties elficiently, honestly or fairly;

(vi) if he is convicted of an offence involving
fraud or dishonesty punishable by imprison-
ment for a term of not less than 3 months; or

(vii) if the licensed person contravenes or tails to
comply withany conditionorrestrictionappli-
cable in respect of the licence or any other
provision of this Law;

(b) in the case of a body corporate or an mcorporatcd private
partnershlp—

(i) ifitis being or will be wound up;

(i) if a levy of exccution in respect of it has not
-been satisfied;

(iii) ifareceiver or a receiver and manager have
been appointed whether by a court or credi-
tors in respect of its property;

(iv)if it has entered into any composition or
arrangement with its creditors;

(V) if it ceases to carry on the business for which
it was licensed;

{vi) if the Commission has reason to believe that

the. licensed body or any of its directors or
employees, hasnot performed its orhisduties
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cfficiently, honestly or fairly; or

(vii) if the licensed body contravenes or fails to
comply with any conditions or restriciions
applicable in respect of the licence or any
other provision of this Law.

(3) In a case to which subsection (2) applies, the Commission, may
instead of revoking a licence, suspend the licence fora specific period and
may at any time remove the suspension.

(4) The Commission shall not revoke or suspend a licence under

subscetion (2) or (3) without first giving the licence holder an opportunity
of being heard.

(5) A person whose licence is revoked under this section shall,
for the purpose of this Part, be deemed not to be licensed from the
date that the Commission revokes or suspends the licence.

{0) A revocation or suspension of a licence of a person shall not
operate so as to-

(«) avoid or affect any agreement, transaction or arrangement
relating to the trading in securities entered into by the
person, whether the agreement, transaction or arrange-
ment was enféréd into before or after the revocation or
suspension of the licence;, or

(h) affect any right, obligation or liability arising under any
agreement, transaction or arrangement.

63. Where a person who holds a Heence issued under this Law has operation
before the expiration ofthe licence applied forarenewal of the licenceand pendin g
the ticence has not been issued, he shall not, until the licence is renewed :‘f","l:::wcc'c
or his application for the licence is refused or withdrawn, be held liable
for not holding a licence.

64. (1) Any person who is aggrieved by the refusal of the Comrmssnon Appeals.
10 grant or renew a licence may appeal to the Secretary within 30 days of
the Commission’s decisions.
(2) Any person aggrieved by the revocation of a licence by the
Commission may appeal to the Court within 30 days of the Commts—
sion’s decision.

(3) The Court may conﬁrm the revocation or give such directions
in the matter as scems Jus;

(4) Anappeal agamst ‘the decision of the Secretary or the Commis-
sion shall lie to the Court of Appeal

65. The following speclfied persons or bodies corporate shall be gxempt dcuten
exempt dealers-
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Je ﬂg%puwu acting in thescapacity of manager or rustee
nder a unit trust scheme or mutual fund;

(b) any bunk as defined inscetiond 8 of the Banhing Law. 1489
(PNDCL.225); except that no cmploy-.c.. of a bauk shall
advise others concerning securities unless he is qualificd”
in terms of criteria prescribed by the Commission for

holders of an investinent adviser’s licence under scetion”

50 of this Law;

(¢) any merchant bank approved by the Bank of Ghani, il the
main business carricd on by tixc merchant bank is a
business other than the L[mhng, m securitics, and if the
dealing is by way ol*-

() making orolliring o maLL with any person an
agrecnient fororwithaview to the underwrit-
ing ol scerrities;

(ii) making an invitation to persons to subscribe
for sceuritics or to purchase sceuritics on the
first sale;

(iii) issuing any document which is or is deemed
to be a prospectus within the meaning of the
Compunies Codeg

(iv)acquiring or dizposing of sceurities only
through the halder of a dealer’s licence; or

(v) such other veay as the Commission may from
time to time decide;

PART VI-REGISTERS o DhersrusSrs iN SECuRrmiis

Applicauonof 66. (1) This Part applics to a purson who is—

this Part. ((l) a dealer;
(b) a dealer’s representetive;
(c) an investment representative; or .
(d) a financial i'nu‘n"I:“‘

(2) In this Part, “financial journalizi™ nicans a person who contrib-
utes advice concerning securitics or prepares analysis orreports concern-
ing sccurities for publication in a bunu fide newspaper or periodical.

(3) In this Part, a reference to securities is a reference to securities
of a body that is a public company within the meaning of the Companies
Code, 1963 (Act'179) or securitics whiciiare quotedon a stock exchange

in Ghana.
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67. (1 ) A pu s01 Lo whom llus Pax t apphcs shall m.um.un a xq_,::.lc.r in k'-z,ll'-u-r of se-
curilies
(2) Paruculars of lht. securities in which a pcrso:: to whmn thls Part
applies has an interest and particulars of his interest in them shall be
entered in the register within 7 days of the acquisition of the interest.
68, (1) A person to whom this Part applies shall notify the Commission Notice of pur-
in the prescribed form of such particulars as are prescribed including the ticulars — to
. . . Commission.
place at which he will keep the register.
(2) The notice shall be given—
(«) in the case of a person who is required by thiis Law to
hold a licence, as part of his application for tire licence;
or -
(b) in the case of any other person, if tiie persan becomes
a person to whom this Part applics, within 1.1 Jays after
becoming such a person. X
3) ‘The notice shali be given notwithstanding, that the yerson has
ceasud to be ieperson to whom this Part applies before the \[nmtlcn of
the period referred 1o in subsccetion (2). v
(1) Where a person ceases 1o be a person 1o whon: this ot .npp!im
Lie shall, within 14 days ol his ccasing to be such a person, pive notice of
the {act to the Commission.
(5) A person who failsor nz.;_.,lects to give notice ts reuived by ‘this
scction commits an offence and is ligble on conviction o a fine of
£100,000. . -
. iN

G9. (1) It is a defence to a prosecution for failing to comply awith Deferce (o
section 67 or 68 if the defendant proves that his failure was duc to his not Presecution.
being aware of a fact or an occurrence the existence of which constitutes
the offence and that-

(a)-he was not aware of the date of the sunumons; or - %

(b) hc became aware not less than 14 days betore the ddte
of the summons and complied with the reievint section
within 14 days after becoming aware.

(2) For the purposes of subsection (1), a person shall, in the
absence of proofto the contrary, be conclusxvely presumed to Imvc been
aware of a fact or occurrence at the time when an employee or agent of
his, who has duties or acts in relation to his employcr’s or principal’s
interest in the securities concerned, became aware.

70. (1) The Commission-or any person authorized by it niay require Production of
any person to whom this Partapplies to produce for inspection the register register.
required to be kept under section 67 and the Commiziion orany person
authorized may make extracts from the register.
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(2) Any person who fuils to produce a register tor inspection or
tails to allow any person authorized vnder subsection (1) tomake a copy
or extracts from the register commits an offence.

71. (1) The Commission or any person authorized by it may by notice
in writing require the proprietor or publisher of a newspaper or periodical

to supply it or him with the namec and address of the financial journalist
who has contributed any advicc or prepared any analysis orreport that has
becen published in a newspaper or periodical owried or published by that
propru.tor or publisher or with names and addrgsses of all the financial
Jjournalists who have contributed advice or prepared any analysis or report
within a period specified in the notice. ;

(2) A proprictor or publisher of a m.wspaper or periodical who,
without reasonable excuse, fails to comply witha nouu. under subsection
(1) shall be guilty of an offence.

72. The Commission may supply a copy of lhc extract of a register
obtained under section 70 to a person who in the opinion of the Commis-
sion, would, in the public interest, be informed of the dealing insceuritics
disclosed in the register.

Parr vu-CoONDUCT o SECURITIES BUSINESS

73. (1)No personwho isthe holder ol alicence shall represent orimply
or knowingly permit it to be represented or implied to any person that his
abilitics or qualitications have in any respect been approved by the
Conmunission.

{(2) A statement that a person is the holder of a licence under this
Law is not a contravention of subscetion (1),

74. (1) A dealer shall, in respect of a tramsaction of sale or purchase of
securities, give a contract that complics with subsection (2) of this section
to-

(a) the person for whon the dealer entered into the transaction
where the transaction took place in the ordinary course of
business at a stock exchunpe and the dealer entered into
the transaction otherwise than as a principal;

(b) the person for whom the dealerentered into the transaction
and the person with whom the dealer entered into the
transaction where th trunsuction does not take place in
the ordinary course of business at' a stock exchange and
the dealer entered info the tr .msac.tlou otherwise than as
principal;

(c) the person with whoem the dealer entered into the transac-
tion where the tranzuction dJid not take place in the
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ordinary course of business at a stock exchange and the
dealer entered into the transaction as principal.
(2) A contract note given by a dealer under subscction (1) shall
include—

(a) the name or style under which the dealer carries on his
business as a dealer and the address of the principal place
at which he carries on business;

(b) where the dealer is dealing as principal with a person who
is not the holder of a dealer’s hcencc, a statement that he
is so acting;

(c) the name and address of the person to whom the dealer
gives the contract note;

(d) the day on which the transacuon took place and, if the
transaction did not take place in the ordinary course of
business at a stock exchange, a statement to that effect;

(¢) the number, or amount and description, of the sccurities
that are the subject of the contract;

(0 the price per unit of the securitics;

(g) the amount of the consideration;

(7)) the rate and amount of commission (if any) charpged;

(i) the amounts of all stamp duties or other dutics and taxes
payable in connection with the contract; and

¢/ if an amount is to be added or deducted from the sutlcmcnt
amount in respect of the right to a benefit purchased or
sold together with the securities, the amount and the
nature of the benefit.

(3) A dealer shall not include in a contract note given under
subscection (1), as the name of the person with or for whom he has enitered
into the transaction, a name that he knows, or could rcasonably be
expected to know, is not the name by which that person is ordinarily
kuown. -

(4) A reference in this section to a dealer dealing, or entering into
a transaction, as principal includes a reference to a person—

(a) dealing or entering into a transaction on behalf of a person

associated with him;
(b) dealing in securities on behalfofa body corporate in which
he hasa controllmg interest; or
(c) where he carries on business as adealeron behalf ofabody
corporate in which his interest and the interest of his
dircctors together constitute a controlling interest.
(5) For the purposes of this section—
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(a) adealer who is o member 01 a stock exchange shall not be
taken to have entered u:m a transaction as principal by
reason only that the ransaction was entered into with
another dealer who is o member pf a stock exchange; and

(b) a transaction takes place in the ordinary course of business
at a stock exchange if it takes place in prescribed circum.
stances or is a transaction that is a prescribed transaction
for the purpose of this section, !

(6) Notwithstanding scction 144, a iicrson is not associated

with another person for the purposcs of this scétion by reason only that
he is a director-of a body corporate of which ll;)c other person is also a

director, whether or not the body corporate carrics on a business of

dealipg in sccuritics.
75, (1) Where a person who is a dealer, investment adviser, dealer’s

r-.pn*st.ntatlve or investment representatlive sends circulars or other

similar written communications in which he m.;lu.s a reconunendation,
whcllu.r expressly or by implication, with wspc\,t to securitics or o clasy
of sceuritics, he shall cause 1o be included in each circular or communi-
cation, in type, not less legible than that used in the remainder of the
circular or communication, a concise statement of the nature of any
interest in, or any interestin the acgnisition or disposal ofthose securities,
orsecurities included in that class, that he or a person associated with him
has, at the date on which the circudar or communication is sent.

(2) Itis a defence to a prosceution for contravention of’ subscetion

(1) in relation to a failure to include in o circular or other communication

a statement of the nature of an interest as provided in subscction (1), for
the defendant to establish that, ot the time when the circular or commu-
nication was sent, he was not aware and could not reasonably be expected
to have been aware--

(<) that he had an interest in, or an interest in the acquisition
or disposal of those *-u,lux[l(:\ or seeurities included in
that class; or

(b) that the person associated with him had an interest in, or
an interest in the acquisition or disposal of, thos¢ sccuri-
ties or sccuritics inciuded in that class.

(3) For the purposes of subsections (1) and (2)-

(¢t) an interest of a person inthe disposal of securities includes
any financial benefitor advantage that will, or is likely to,
accrue directly or indirectly to the person upon or arising
out of the disnosal of the securilies;
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() without limiting the gencrality of paragraph (a), a person
who has entered into an underwriting agreement in re-
spect of securities shall be deemed to have an interest in
the acquisition or disposal of those securities; and

(¢) notwithstanding section 144, a person is not associated
with another person by reason only that he is a director of
a body corporate of which the other person is also a
director, whether or not the body corporate carrics on a
business of dealing in securities unless they arc acting
Jjointly or together or in accordance with an arrangeinent
made between them, in relation to the sending of the
circular or communication or the making of the recom-
mendation.

(4) Where—

(1) a person has subscribed for or purchased sceuritics for
purchase; and

(h) heoffers any of those securities for purclmsc he shall not
make a recommendation, whether orally or in writing and
whether expressly or by implication, with respect to the
sccurities offered for purchase unless he has informed
cach person to whom the recommendation is made that he
acquired the securities for that purpose.

(5) Where—

(«) sceurities have been offered for subscription or purchase;
and

(b) a person has subscribed for or purchased or will ormay be
required to subscribe for or purchase, any of those secu-
ritics under an underwriting. or sub-underwriting agree-
ment

the person shall not, during the period of 90 days after the close of the
oftfer, make an offer to sell those securities, otherwise than in the ordinary
course-of trading on a stock exchange, or make a recommendation with
respect to those sccurities unless the offer or recommendation contains
or is accompanied by a 'statement to the effect that the offer or
recommendation relates to securities that he has acquired, or will or may
be required to acquire, under an underwriting or .sub-underwriting
agreement because some or all of the securmes have not bc,c n subscribed
for or purchased. -

. (6) A person who is a dealer, investment adviser, dealer’s repre-
suxmuvc or investment representative shall not send to any person a
circular or other communication or written offer or recommendation to

- e oa——-
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which subsection (1), (4) or (5) applics unless the circular or communi-
cation or the offer or recommendation is signed by—

(a) that person if he is a natural person;

(b) a director, executive officer or secretary of the bady

corporate if the person is a company; or "
(c) by a partner if the person is an incorporated private
partnership. -

(7), When a person who is a dealer, investment adviscr, dealer’s
representative or investment representative, sends to another person a
tircular, communication, a written offer or recommendation to which
subscction (1), (4) or (5) applies, he shall preserve a copy of the circular,
communication, the written offcr or recommendation, duly signed as
specified in subsection (6) for 7 ycars from the date of signing.

(8) Reference in this scction to an offer of sccuritics shall be
construed to include a reference to statement, however, cxpresscd thatis
not an offerbut cxprcssly orimplicdly invites aperson to whom it is made
to offer to acquire sccuritics.

(9) For the purposcs of this scetion, a circular, communication, a
written offer or recommendation scent to a person shall, if it is signed by -
a dircctor, exccutive officer or sceretary of a body corporate, be deemed
to have been sent by the body corporate and if it is signed by a partner in ,
an incorporated private partnership be deemed to have been sent by the
partnership.

(10) The Commission may, if it is in the public interest, exempt a
security or any class of securities from the application of this section.

(11) Any person who contravenes this section commits an offence
and is liable on conviction to a fine not exceeding 1 million cedis or to
|mprlsonmcnt for a term not cxcccdmg, one year or to both.

o - ——
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. 76. (1) An adviser shall not make a recommendation with respect to
securities or a class of securities to a person who may reasonably be
expected to rely on the recommendauon unlesshe hasa reasonab!e basis
for making the recommendation to the person: '

(2) For the purposes Qf subscction (1), an adviser does not have a

reasonable basis for makmg a recommendation to a person unless—
(a) the adviser has, for the purposes of ascertaining that the
recommend ion is appropriate, given considcration to,

g iy

and conducted mvcstlg,auon on the subject matter of the -

recomendation as is rcasonable in all the circumstances
and having regard to the information possessed by him

e
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' _concerning the investment objectives, financial situation
' and particular needs of the person; and |
(b) the recommendation is based on that considcration and
investigation.
(3) An adviser who contravenes subsectxon (1) is guilty of an
offence and liable on conviction to a fine not.exceeding 1 million cedis
or imprisonment for a term not exceeding one year.

s

(4) Where—-
r (a) an adviser contravenes- subsectxon (1) by makmg a

rccomendation to a person; and

(0) the person relying on the recommendation does any
particular act or reframs from domg any particular act;
and

(c) itisreasonable, havin gregard to the recommendation and
all other relevant circumstances for the person relying on
the recommendation to have done that act or to have
refrained form doing that act; and

(d) the person suffers loss or damage as a result of doing that
act or refraining from doing that act, the adviser is liable
to pay damages to the person in respect of that loss or
damage. X

- (5) In this scction—
: () a reference to an adviser is a reference to a person who is

a dealer, investment adviscr, dealer’s representative or

investment representative; and
(b) a reference to the making of a recommcndatlon may be

express or by unpllcatlon

g
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77.(1) Subject to subsection (4), adealer shall notdeal in any securities Dealings as
as principal with a person, who is not a dealer, unless he first informs the principal.
person with whom he is.dealing that he is acting in the transaction as
principal and not as agent.

(2) A reference in this section to a dealer dealing or entering
into a transaction, as pnncxpal includes a reference to a person-
: - (a) dealingorentering into atransactionon behalf of a person
] associated with him;
(b) dealing in securities on behalf of a body corporate in which
he has a controlling interest; or
(c) where he carries onbusinessasadealer on behalfofabody
corporate in which his interest and the interests of his
directors together constitute a controlling interest.
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(3) A dealer who, as principal, enters into a tunsaction of’
sale or purchase of sccuritics with a person who is not a dealer
shall state in' the contract note that he is acting in the transaction
as principal and not as agent.

(4) Subsection (1) shall not apply in relation to a transaction
entered into by a dealer who is a member of a stock exchange and
specializes in transactions relating to odd lots of securities, being
a transaction of sale or purchase of an odd lot of securities.

(5) Where a dealer fails io comply with subsection (1) or (3)
in respect of a contract for the sale of securitics by him, the
purchaser of the securities may, if he has not disposed of them,
rescind the contract by a notice of rescission in writing given to
the dealer not later than 30 days after the receipt of the contract
note; and, where a dealer fails to comply with subsection (1) or
(J) in respect of a contract for the purchase of securitics by him,
the vendor of the securitics may, in like manner, rescind the
contract.

(6) Nothing in subsection (5) aiﬁ.cts any right that a person
has apart from that provided under the subsection.

(7) A person who contravenes or fails to comply with any
ofi the provisions of this section commils an offence and is liable
on conviction to a tine not exceeding ¢500,000 or to imprison-
ment for a term not exceeding six months orto both.

78. (1) A dealer or an investnient adviser shall not give unsccured
credittahis employee orto'a person whom he knows is associated with
such employte where—

(a) the unsecured credit is given forthe purpose of enabling
or assisting the person to whom the unsecured credit is
given to purchase or subscribe for securities; or

(b) the person giving the unsecured credit knows or has

reason to belicve thiat the unsecured credit will be used
to purchase or subscribe for securities.

(2) A person who contravencs or fails to comply with any of the
ptovisions of subsection (1) cominits an offence and shall be liable on
conviction to a fine not exceeding ¢500,000 or to imprisonment for a
term not exceeding six months or to both.

79. (1) A dealer shall not, exccpt as permitted by subsection (3),
water, as principal or on behalf of & person associated with him, into a
wransaction of purchase or sale of securities that are permitted to be

,:
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traded on the stock market of a stockexchange ifaclicatof the dealer, who
is not associated with the dealer, has instructed the dealer to purchase or
scll, respectivey. securitics of the same class and the dealer has not
complied with the instruction.

(2) A dealer who contravenes this section is guilty of an offence
and liable on conviction to a fine of ¢500,000 or to imprisonment for a
term not exceeding six months or to both

(3) Subsection (1) does not apply in relation to the entering into of
a transuaction by u dealer as principal or on behalf of a person associated
with nim where—

(1) the instructions from the client of the dealer required.the
purchasc or sale of sccuritics on behalf of the client to be
cifected only on specified conditions at which the secu-
rities were to be purchased or sold and the dealer has beehn
unable to purchase or sell the securities because of those
conditions; or

(b) the transaction is entered into in the prescribed circum-
stances.

80. (1) Where a client deposits money with or lends moncy to adealer,
the dealer shall~

(a1) deposit the money in an account in a bank, not later than

Use by dealer
of clicot's
money.

the next day on which the bank is open for business after |

the receipt of the money and the account shall not contain
any money other than money deposited with or lent to the
dealer;

(6) furnish the client a document, in the prescribed form,
setting out the terms and conditions on which the deposit
or loan is made and accepted, including the purpose for
which and the manner in which the money istobe used by
the dealer;

{¢) retain the money inthe bank account until the chent gwes
him a written statement-acknowledging that the client has

received the document referred to in paragraph (b); and -

(d) use the money only—

(i) for the purpose and in the manner set outin the _

document referred to in paragraph (b); or
. (ii) for a'purpose or in a manner agreed to by the

client in writing after the document referred.

to in paragraph(b) was furnished to the client.

- o ——
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(2) A person who contravenes subscction (1) commits an oflence
and is liable on conviction to a fine not exceeding 1 million cedis or to
imprisonment for a term not excceding onc ycar or to both; and shall in
addition be liable to refund the money together with interest at the
prevailing commercial bank rate to the client.

Right to vest 81. (1) Subject to this section and regulations made under it, a person
sccurities ghall not sell securities to a purchaser unless, at the time when he sells
through sale,
them—
(a) he has or, where he is sclling as agent, his principal has;
or
(b) he believes on reasonable grounds that he has, or where
he is selling as agent, that his principal has,
an cxisting exercisable and unconditional right to vest the securitics in the
purchaser.

(2) A person who contravenes subsection (1) commits an offence
and is liable on conviction to a fine not cxceeding ¢£500,000 or to
imprisonment for a term not exceceding six months or to both.

(3) For the purpose of this section, where a person—

(a) implies the sale of securitics;
(b) offers to sell sccuritics;
~ (¢) holds himself out as entitled to sell sccuntth or
~ (d) instructs a dcaler to scll sccuritics, -
he shall be deemed to sell the sccuritics.

PART vill - ACCOUNTS AND AUDIT

Appticationof 82, (1) This Part applies to the holder of a dcaler’s licence and to the
this Past. business of dealing in securities carried on by the holder of a dealer’s
licence, whether in Ghana or elsewhere.
(2) In this Part, unless the contrary intention appears, a refer-
ence to a book, security, trust account or business or in relation to a
| dealer who carrics on business in partnership, shall be rcad as a
reference to such a book, sccurity, trust account or busmcss in rclation

to the partnership.

Accounts 10 be 83. (1) A decaler shall-
kcptby dealers. (a) keepsuchaccounting records as will correctly record and

explain the transactions and financial position of the
business of dealing in securities carried on by him;

(b) keep his accounting records in such a manner as will
enable true_and fair profit and loss accounts and balance
sheects to be prepared from time to time; and
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(¢) keep his accounting records insuch a manneras will enable
profitand loss accounts and balance sheets of the business
of dealing in securities carried on by him to be conven-
iently and properly audited.

(2) A dealer who contravenes subsection (1) commits an"offence
and is liable on conviction to a fine not exceeding one million cedis or to
imprisonment for a term not exceeding one year or to both.

(3) A dealer shall be deemed not to have complied with subsection
(1) in relation to records unless those records—

(&) are kept in writing in the English Language or in such a
manner as will enable them to be readily accessible and
readily converted into writing in the English Language;

(b) are kept in sufficient detail to show particulars of —

(i) all moneys received or paid by the dealer,
including moneys paid to, or disbursed from,
a trust account; .

(11) all purchases and sales of securitics made by
the dealer, the charges and credits arising
from them, and the names of the buyer and
scller, respectively, of each of those securi-
ties; t

(iii) all income received from commissions, in-
terests, and other sources, and all expenses,
commissions, and interest paid, by dealcr;

(iv)allthe assets and liabilities, including contin-
gent liabilities, of the dcaler;

(v) all securities that are the property of the
dcaler, showing by whom the securities, or
the documents of title to the securities, are
held and, where they are held by some other-
person, whether ornot they are heldas secu-
rity against loans of advances; . .

- (vi) all securities that aré not the property of the
dealer and for which the dealer or any nomi-
nee controlled by the dealer is accountable,
showing by whom, and for whom, the secu-
rities or the documents of title to the securities
are held and the extent to which they are
cither held for safe custody or deposited with
a third party as security for loans or advances
made to the dealer;

Ji
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(vib)all arbitrage transactions entered into by the
dealer; and '
(viii)all underwriting transactions entered into
by the dealer;
(¢) arckept in sufticient detail to show separately particulars
of every transaction by the dealer; \
(d) specify the day on which orthe period during which eacl;
transaction by the dealer took place; and
(¢) contained copies of acknowledgments of the. {cccxpt of
securities orof documents of txtlc to securities received by
the dealer from clicnts for sale:or safe custody clearly
showing the name or names m which the particular
securities are registered. ;

(4) Without prejudice to subsection (3), a dealer shall keep the
records in sufficient detail to show separately, particulars of all transac-
tions undertaken by him with or for the account of—

(a) his clients exclyding, where the dealer carries on business
in partnership, the partners of the firm;
(b) thedealer himself, or where the dealer carries on business
in partnership, the partners of the firm;
(c) other dealers carcying on business in Ghana;
(<) dealers outside Ghana; and
(e) employees of the dealers.
(5) Anentry in the accounting and other records of a dealer required
o be kept'in accordance with this section shall be deemed to have been
made by or with the authority of the dealer.

(6) Where a record required by this section to be kept is not kept
in writing in the English Language, the dealer shall, ifrequired to convert
the record into writing in the English Lszua;,o by a person who is entitled

to cxamine the record, comply with the rcquxrcmcnt wxlhm a rcasonablc_.

time.

(7) Notwithstanding any othc.r provxsxon of this section, a dealer
shall not be deemed to havc failed to keep a record referred to in
subsection (1) because the record is kept as a part of, or in COHJUIlCtIOH
with records that relate to a business otlu.r than deahng in securities that
is carried on by him.

(8) Where accountmg or other records are kept by a dealer ata
place outside Ghana, the dealer shall cause to be sent to and kept at a place
in Ghana such particulars with respect to the business dealt with in those
records as will enable true and fair profit and loss accounts and balance

sheets to be prepared.

\\(P
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84. (1) Where a dealer receives for safe custody documents that are
securities or are documents of title to securities of any person (in this sub-
scction referred to as "the client") and for which the dealer or nomince
controlled by the dealer is accountable, the dealer shall-

(a) ifthe documents are not registered in the name of the client
by the body corporate by whom the securitics were issucd,
or made available and the client does not make a request
as mentioned in paragraph (b) or (¢) of this sub-section,
~ause the documents to be registered;

(h) ifthe client requests that the documents be registered by
the body corporate by whom the securities were issued or
made available in the name of a nomince controlled by the
dealer, cause them to be registered; or

(¢} i the client requests that the documents be deposited in
safe custody with the dealer’s bankers, cause them to be
so deposited.

(2) A dealer shall not deposit a security for a loan or advance,

documents that are sccurities or are documents of title to securities of a

client and for which the dealer or a nominee controlled by the dealer is
~accountable; unfess o amount 4s-owed to the dealer by the client in
connection with a transaction entered into on behalf of the client and the
dealer— . :

(c) pives a written notice to the client identifying the docu-
ments and stating that he intends to deposit them as
sccurity for a loan or advance made to the dealer; and

(h) deposits the documents as security for a loan or advance
that does not exceed the amount owed to the dealer onthe
day of the deposit by the client, in connection with a
transaction entered into on his behalf by the dealer.

(3) Where— '

(«) a dealer has given notice to a person mentioned in
subsection (2) and has deposited the documents referred
to in the notice.as security for a lpan or advance; and

(b) the person pays the amount owed by him to the dealer, the
dcaler shall withdraw the documents.from depositas soon
as practicable after he receives the amount owed to him.

(4) Where a dealer deposits, as security for a loan or advance made
to him, documents that are securities, or are docuiments of title of another
person, and for which the dealer or a nominee controlled by the dealer is
accountable, the dealer shall, at the expiration of 6 months after the date

Seeurity dovcu
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on which the documents are deposited, and at the expiration of cachy
subsequent period of 6 months, if the documents are still muintained og
deposit, send to the other person written notice to that cffect.

(5) A dealer who fails to comply with subsection (4) commits an
offence and is liable on conviction to a fine no_i.cxcccding ¢£500,000 or
to imprisonment for a term not exceeding 6 months or to both,

85. (1) A dealer shall open and maintain with a bank in Ghana an
account designated as a trust account. 4

~(2) A dealer shall pay into such an accouni all moneys held by him

‘in trust for a clicnt not later than the next day on which the bank is open
for business following the day on which the mopeys arc received by the
dcalgr

qum,d by this section to be paid into a trust ageount are received by a
dealer in a place outside Ghana, the dealer may pay those monceys into
a trust account maintained by the dealer in that place.

(4) For the purposes of subscction (2), all monceys received by a
dealer from a client other than~

(«) moneys received inrespect ol brokerage and other proper
charges;

(h) moneys received in payment or part payment for sceuri-
ties delivered to the dealer before the moneys are re-
ceived; or

f¢) moneys to which section 80 applies, shall be deemed w
« be held in trust for that client.

(5) Suhsu.txon (2) does not apply to a cheque, bank de
money order or postal order made payable to or to the order o' a
specified person orbearer (not being a cheque, bank draft, moncey order
or postal order inwhich the payee is the dealer, a partner of the dealer or
the firm in which the dealer is a partner) received from or an behalf of
aclient with instructions, express or implied, that the cheque, bank draft,
money order or postal order is to be delivered to the person to whom it
is payable.

(6) A person who contravenes or fails to comply with a pmvmon
of this section that is applicable to him commits an offence and is liable
on conviction to a fine not exceeding one million cedisorto a term of
imprisonment not exceeding one year or ta both,

(7) A person who, with intent to defraud, contravenes or fails to
comply with a provision of this section that is applicable to him commits
an offence and is liable on conviction to a fine not exceeding 2 million

i, (3) Notwithstanding subscction (1), whcrc. moncys that are re-

W

PO

ol s




oy (b s e,

w -

p——e e e et —— e«

St P.N.D.C.L. 333.

SECURITIES INDUSTRY LAW, 1983

cedis or to a termn of imprisonment not exceeding 2 years or to both and
shall be liable to refund the money of the client at the prevailing
conuncrcial bank rate of interest.

86.(1) A dealer who withdraws moneys from a trust account except for
the purpose of-

(@) making a payment to a person entitled to the moneys orin
accordance with the written directions ofa person entitled
to the moncys;

(b) defraying brokerage and other proper charges;

(¢) paying himself-moneys to which he the dealer is entitled,
being moneys that were not required to be so paid; or

(d) making a payment that is otherwise authorized by law,

commitsan offence and is liable on conviction to a fine not exceeding one
million cedis or to imprisonment for a term not exceeding one year or
both. :
(2) A dealer who, with intent to defraud, withdraws moanceys from
atrustaccountcommits an offence and is liable on conviction to a fine not

Purposes for
which moncy
may be with-
drawn from a
trust account.

exceeding 2 million cedis or to lmprlsonmmt foraterm not exceeding 2 -

years or to both.

(3) Except as otherwise provided in this Part, moncys held ina
trustaccount are not availuble for payment of the debts of a dealer or liable
1o be paid or taken in exccution under the order or process of a court.

(4) Nothing in this Part takes away or affects a tawful claim or lien
that a person has against or on any moneys for a trust account or any
moneys received for the purchase of securities or from the sale of
sceurities before those moneys are paid into a trust account.

(5) A dealer is not guilty of an offence under subsection (1) where
he withdraws from a trust account an amount that is the whole or any part
ofthe amount of acheque thathas been deposited into the account but that
has not been paid, but has not been refused payment by the banker on
whom it is drawn.

(6) Where a dealer withdraws from a trust account an amount that

is the whole orany part of the amount of a cheque that has been deposited
into the account but that has not been paid by the banker on whom it is

drawn and the banker on whom it is drawn refuses paymént ofthecheque,’

the dealer shall inmediately pay into the trust account by cash or bank
cheque an amount equal to the amount withdrawn from the trust.
(7) Where a dealer fails to comply with subsectlon 6)-
(a) he commits an offence; and
(h) where the dealer is a member of a stock exchange the
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fatlure shall, for the purpﬁ;:ics of Part 1 X, te deemed o be
a defalcation by the dealer.

(8) A person guilty of an offence under subsection (7) (a) is liable
on conviction to a fine not exceeding 2 million cedis or to imprisonment
for a term not exceeding 2 years or to both,

Appointment 87. (1) Within one month after a person becomes the holder of a
and qualifica- - degler’s licence he shall appoint an auditor to audit his account.
tion of auditor, . .

(2) No pe:son shall consent to be appointed as an auditor of a
dealer, act as an auditor of a dealer or prepare a rcport required to be
prepared under this Law by an auditor of a dealer—

(a) if in the case of a natural person he—
(i) is not a qualified company auditor; or
(i) is indebted in an amount exceeding 3 million
cedis to the dealer; or
(iii) is a partner or employee of the dealer; or
(b) in the case of a body corporate unless—
(i) at least one member of the body is ordinarily
resident in Ghanag
(i) all the members of the body ordinarily resi-
dent in Ghana are qualified company audi-
tors;

(iii) no member of the body is indebted in an *

amount exceeding 6 million cedis to the
dealer; and

(iv) no membc,r of the body is a partner or
employee of the dealer.

(3) The appointment of a company or a firm as auditor of a dealer
shall be taken to be the appointment of all persons who are membeérs of
the {irm or company, whether resident in Ghana or not, at the date oi the
appointment.

(4) Where a body corporate contravenes this section, each member
of the company or firm shall be guilty of an offence.

(5) A person shall not if he has been appointed auditor of a dealer '

wilfully disqualify himself or itself while the appointment continues, |
from acting as auditor of the dealer. .

(6) An auditor of a dealer shall hold office until he is removed or
resigns from.office.in accordance with section 88 unless he ceases to
quality as auditor under subsection (2) of this section.

(7) Within 14 days after a vacancy occurs in the office of an auditor

-
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of'adealer, if'there is no surviving or continuing auditor of the dealer, the
dealer shall appoint another to fill the vacancy.

(8) While a vacancy in. the office of an auditor. continues, the
surviving or continuing auditor (lf any) may act.

(9) A dealer shall not appoint a person as his auditor unless that
person has, before the appointment, consented by notice in wrmng given
to the dealer, to act as auditor and has not withdrawn his or its consent by
notice in writing given to the dealer.

(10) A report or notice made or given by a firm or company
appointed as auditorofadealer for the purposes of this Part shall be signed
in the nume of the firm or company which is a qualified company auditor.

(11) Where a person is appointed as auditor under subsection (1),
not being an appointment made by virtue of subsection (8), the dealer
shall within 14 days after the appointment lodge with the Commission a
notice in writing stating that he has made the appointment and specifying
the name of the person or firm.

(12) The plowsuons of this Part relating to auditor shall apply in

addition to the provisions applicable to auditors under the Companies
Code 1963, (Act 179).

88. (1) A dealer may, with the conscent of the Commission, remove his
auditor from office. .

(2) An auditor of a dealer may, by notice in writing given to the
dealer, resign as auditor of the dealer if-

(«) he has, by notice in writing given to the Commission,
applied for consent Lo resign and has, at or about the same
time as he gave notice to the Commission, notified the
dealer in writing of his application to the Commission;
and

¢b) he has received the consent of the Commission.

(3) ‘e Commission shall, as soon as practicable after receiving
a notice from an auditor under subscction (2), notify the auditor and the
dealer whether it consents to the resignation of the auditor.

(4) A statement made by an auditor in an applicatioﬂ to the
Commission under subsection (2) or in answer to an mqunry by the
Commission rclatmg to-the reasons for the appllcatlon--

(a) is not admissible in evidence in any civil or criminal
proceedings against the auditor.other than proceedings
for an offence under section 55; and

(6) may not-be made the ground of a prosecution other than a
prosecution for.an offence under section S5, or for an
-abtion or suit against the auditor, and a certificate of the
Commission that the statement was made in the applica-

Removal and
registration of
auditors,
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tion or in answer to an inguiry by the Commission ig
conclusive evidence that the statement was so made.
(5) Subject to subscction (6) and to any order of a court under
subsection (8), the resignation of an auditor takes effect—
(a) on the date, (if any), specified for lhe purposc in the notice
of resignation; or
(b) on the date on which the Commxssnon consents to the |
resignations; or -
(c) on the date, (if any) fixed by thc Commission for the
purpose, $
whxchever last occurs. ' k
' (6) Where, on the retirement or withdrawal from a firm or
company of amember, the body will no longer be capable, because of the
provisions of sections 87 2(b) (¥) from acting as auditor of a dealer, the
member retiring or withdrawing shall, if not disqualified from acting as
auditor of the dcaler, be deemed to be the auditor of the dealer until he
obtains the consent of the commiission to his retirement or withdrawal.
(7) Within 14 days after the receipt of a notice of resignation from

anauditororadealeror, where an auditorofa dealerisremoved the dealer

shall lodge a notice of the-resignation or removal in accordance with the
prescribed form with the Commission.

(8) A person aggrieved by the refusal of consent by the Commis-
siontotheremoval orresignation of an auditor ofadealer may, withinone
month after the date of refusal, appeal to the court against the refusal and
the court may confirm or reverse the refusal and may make such further
order in the matter as it considers proper.

89. Thereasonable fees and expenses of an auditor of a decaler shall be
payable by the dealer.

90. (1) A dealer shall, in respect of each financial ycar, other than a
financial year that ended before the date of commencement of this Law

or ended on or after that date but before the date on which the dealer

commenced to carry on business as a dealer prepare a true and fair profit

and loss account and balance sheet on the basis of accounting principles

and containing such information and matters as are prescribed, and lodge
them with the Commission before the prescribed day for that financial
year, together with an auditor’s report containing the prescribed informa-
tion matters.

(2) The Commission may, on application made by a dealcr and
his auditor before the expiration of the period of 2 months or as the

b " i b
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case requires, the period of 3 months referred to in the definition
as “prescribed day™ in sub-section (4) or, if that period has been
extended pursuant to an approval previously given under this subsu,-
tion, betore the expiration of the extended period, approve an exccution
or further extension of the period, and such an approval may be given
subject to such conditions, (if any), as the Commission may impose.

(3) Where an approval under subseciion (2) in relation to a dealer
is given subject to conditions, the dealer shall comply with those
conditions,

{4) In this section—

“financial year™, in rclation to a dealer bemg, a
body corporate, means the financial year of
the body corporate within the meaning of the
Companies Code, 1963 (Act 179); and

“prescribed day™, inrelation to a financial yearof
a dealer, bcmb a body corporate, means the
day that is 3 months after the end of that
financial year, or where time is approved
under sub-section (") the day on which the
extended time expires.

91, (1) Where an auditar, in the performance of his dutlcs as auditor
ofadealer, becomes aware of o preseribed matter, he shall, within 7 days
alterbecoming aware of that matter, lodge with the Commission a written
report on the matter and send a copy of the report to the dealer and to cach
stock exchange of which the dealer is a member.,

(2) In this section “prescribed matter™ means a matter which, in
the opinion of the auditor—

(a) has adversely affected, is adverscly affecting or may
adversely atfect the ability of the dealer to meet his
obligations as a dealer;

(D) constitutes or may constitute a‘hreach of secuon 83, 84, 85
or 86 or Part I X of this Law; or -

(c) constitutes or may constitute a breach of a condition of a
licence issued to the dealer under this Law.

92. (1) Where, in relation to a dealer who is a member of a stock
vxchange, the stock exchange bocomcs aware of a prescribed matter, the .
steck exchange shall, as soon as practlcablc. after becoming aware of the
matter, lodge with the Commission a written reporton the matter and send

a copy of the report to the dueiiler.
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(2) In this section, “prescribed matter”, in relation to a dealer,
means a matter which, in the opinion of the stock cxchange concerned-
(a) has adversely, is adversely affecting or may adversely
affect the ability of the dealer to ineet his obligation as a
dealer;

(b) constitutes or may constitute a breuch of section 83, 84, 85
or 86 or Part IX; or

(c) constitutes or may constitute a breach of a condition of a
licence issued to the dealer under this Law.

93. (1) An auditor is not, in the absence of malicc on his part, liable to
an actjon for defamation in respect of a statement; whether oral or written,
made pr issued by him in the course of his duties as an auditor.

(2) A person is not, in the absence of malice on his part, liable to
an action for defamation in respect of the pubhcatmn of a document
prc..pawd by an auditor in the course of his duties as an auditor and
required by or under this Law to be lodged with llu. Commission, whether
or not the document has been lodged.

(3) Nothing in this section limits or affects .my other right, privilege
or itmmunity that an auditor or other person has as a defendant in an action
for defamation.

94. Nothing in this Part prevents a stock exchange imposing on
members of that stock exchang ge obligations or requirements, not incon-
sistent with this Law, that the stock exchange thinks 1it with respect to—

(a) the audit of accounts (including the audit of accounts by
an auditor appointed by the stock exchange);

(b) the information to be furnished in reports from auditors; or

(c) the keeping of books.

95. Where the Commission shows to the satisfaction of a court~

(a) that there are reasonable grounds for believing that there
is a deficiency in a trust account, whether kept within or
outside Ghana, of a person who is or has been a dealer or
in an account kept by virtue of section 80 (1) (a), whether
within or outside Ghana, by a person who is or has been
a dealer;

(b) that there has been undue dclay, or unreasonable rt;fusal
on the part of a person who is or has been a dealer, in
paying, applying or accounting for trust moneys as re-
quired by this Law;

(c) that a person who is or has been a dealer has not paid
moneys into a trust account as provided by section 85 or

O
at
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into an account as provided by the section;
() that a business of dealing in sccurities is carried on.or was
“carried on by a person not in partnership; -
(¢) that the dealer’s licence of that pcrson under Part V has
w: - .t-itbeen ‘revoked or'suspended; {weitnn TeEERLES
e () that the person is mcapable, by reason ofphysxcal ormental
infirmity, of managing his affairs; *: ' oo i
’ (;,) that the) person has ceased to carryona busmess of dealmg
mEe s el seeuritiessopfli o T BT S R ‘-’““" v
< +bse o eh) that the person has died, -1 SUURENS RIS SR T
" the court may make an order restraining dcalmg in respect of. allor any
of the bank accouits of t]mt person. subject to'such terms’ and conditions
as the court may’ impose, * TrHRET S iy R

96. Where an ordcr made uuder sectlon 95 is dlrcctcd toa bankcr, the Dulyozbmrk?!'
. . to ,make; fu

S, v

|

e N ,.' . |I~

h.ll]l\Cl' 'sh.l”- dxsclosurq .
. (a) disclose to the Commission cvery account kept atthe bank. o m-l »

o in the name of the person to whom the order relates, and.

§ '. } ".“ " ““lany account that the banker reasonably suspectsiis held or .
R - kept at the' bank“for the benefit of that person; and S
- (b) pcrmxt the Commtssnon to'make’a’ copy of, or to take an '

‘extract frqm. any ‘accountof the'person to whom the order:; - '*f:l,?sn'rrsr.n.\a
* kg, a3

RS

‘ " ‘)7. Where.an order’is'madeiunder section'95 Jthe'court may,-on the, tomakefurther

application of thc Commission or of a person ‘affected by the order, makc 3:?:6':2'::8'“

“further ordt,r.s— dephatitant it AU RURIRRIMNI L T, G e O
st (a) dcalmgw:th such ancullary mattersas the courtcons:dcred e

-".*‘-'-x‘""'"-“‘?--':'f "'nccessary or desu‘able' oF blug ayanoe. 4y :

e ol (b) dlrccung thatallorany Qf the money inanaccount affccted' '

RERR ‘3= v .!by"an ‘order>so'mades shall ' bg-paid’ by ‘the’ ‘bank ‘to the :

il -Commission ‘or’ to‘a person nommated 'by-the. Commis-
AuiL Ottt iigian” oni such’terms’and® condmons fas’the court: thmks

SN L fitor e 1.i',umi Ak !mmmwmmm:v. poiln | - b B
'-’“”i v (c) d:schargmg‘or‘varymg ‘an‘earlier order"‘hl (y BT ’v"-' RN
2 '98. (1) An ordcr madetunder spctlon 97. may ‘include:directives to the: Powerol'coun
pcrson to whom the'moneysare’ ‘paid dxrectmg hlm‘-“!-tf‘ sakan SN to- "’"“g’fg
RN | (a) to payithe'money’ ‘into’a'separate'trust account,'or)!ﬁflﬁ‘lf“p,m of -
L T gy ol prcpare‘a‘schcme for‘”dlstnbutmg‘the money 'during a mo
AT “'penodz'of 6" months afterfthe‘*recelpﬁof ther 'money,ﬂto”w..w E it

.

to o persons'who olaim to be'entitled to;the money and to'the’ e w5

‘e f:’iu'i .11,’.'.
. O

N

L eaiine . satisfaction of the Commtssxon that they are so entitled;"
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and where the money reccived is not sulficient to pay all
proved claims, to apportion the moncey among the claim-
ants in proportion to their proven claims shown in the
scheme.

(2) Where a person prepares a scheme for a distribution of money
under subsection (1), heshallapply to the court forapproval of the scheme
and for directions in respect of it.

(3) The court may give such dircction as to the money held in a
separate trust account under sub section (1), as to the persons to whom
and in what amounts the whole or any portion of those money shall be
paid, and as to the payment of the balance of the moneys, if any, as the
court thinks fit.

PART 1X - FIDELITY FUNDS

99. (1) Every stock exchange shall establish and keep a fidelity fund
which sliall be administered by its councﬂ on bchalf of the stock
cexchange.

(2) The assets of a fidelity fund shall be the property of the stock
exchange but shull be kept separate from all other propertics and shall be
held in trust for the purposcs set out in this Part.

100. The fidelity fund of a stock exchange shall consist of-

{«) all moneys paid to the stock exchange by member compa-
nies and members firms in accordance with the provisions
of this Part; '

(b) the interest and profits accruing from the mvu.tnu.nt ofthe
fidelity fund;

(¢) all moneys paid to the fidelity fund by the stock exchange;

(d)) all moneysrecovered by oron behalf of the stock exchange
inthcexercise of any right of action conferred by this Part;

(e) all.moneys paid by an insurer under a contract of insurance
or indemnity entered into by the council of the stock
exchange under section 119; and

@ all other moneys lawfully paid into the fidelity fund.

101. All moneys forming, part of a fidelity.fund shall, pending.the
investment or apphcatlon of it in accordance w:th this Part, be paid or
transferred intd a bank in Ghana.

102. Subject to this Part, there shall be paid out of the fidelity fund of
astock exchange as rcqmrcd and in such order as the council of the stock
exchange considers proper— -

(@) the amount of all claims, mcludmg costs allowed by the

A T
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council or cstablished against the stock exchange under
this Part;

(b) all legal and other expenses incurred in investigating or
defending claims made under this Part or incurred in
relation to the fidelity fund or in the exercise by the
council of the rights, powers and authorities vested in it
by this Part in relation to the fund;

(c) all premiums payable in respect of contracts or insurance
or indemnity entered mto by the council under section
119; '

(d) the expenses mcurred or mvolved in'the administration of
the fund including the salaries and wages of persons
cmployed by the council in relation to it; and

(¢) all other moneys payable out of the fund in accordance
with the provisions of this Law.

103. (1) A stock exchange shall establish and keep proper accounts of Accounts of
its fidelity fund and shall within three months after the end of cach fund.
financial year causc a balance-sheet of the account as at the end of that
{inancial ycar to be prepared.

(2) The council of the stock exchange shail appomt an auditor to
audit the account of the fidelity fund. :

(3) The auditor appointed by the council shall regularly and fully .
audit the accounts of the fi idelity fund and shall audit cach balance-shect
and cause it to be laid before the councll not later than 3 months after the
balance-sheet is made out.

104. (1) The council of a stock exchanbe may appomt a management Management
committec of not less than 3 and not more than 5 persons, of whom atleast Fommitiee.
onc shall be a member of the council. " :

(2) The council of a stock cxchan;,e may by resolution delegate .
tothe management committecall orany of its powersunderthxs Partother .
than those under this scction, sections 107 and 110 (3), @,. (5) and (6).
' **(3) Any power, authority or:discretion’so delegated may be
c\chIscd by a majority of the. management-committee. ‘.‘.,,‘,‘;.‘
" (4)"Any such delegatxon may'at any: tlme Jin’ hke'manner be : ", o . "

. i i 13
rescmdedorvaned ' “r“~"" NINTx S "\.‘ ,,’J.,‘jf‘ el Ly .

Vea v 1

- ¥1(5) The'council of a stock exchange may at any. tlme removeany
member of the management committee appomted byit under thxs sectxon * '4.,'1, ':';

’rl‘

and may:fill any vacancy in the' committee, = ¥+ 743 ® LU :
105. (1) The fidelity -fund 'of a stock excha.nge shall consist of an F;delﬂl{f“;}dlz
amount of not less than 5 million cedis, or such other'sum'as the Secretary orount of

may by legislative instrument direct to be paid to the credit of the fund on mitlion cedis.
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the establistuncent ol a stock exchange under this Law,

(2) The fidelity fund shall be increased by an annual payment ingo
the fund of a sum that is cqual to 10% or more oi'the net income of a stock
exchange for any one financial year, but the Secretary may, after consul-
tation with the stock exchange, increase that percentage.

186. Where the fidelity fund is reduced below the sum of 5
million cedis or such other sum as the Secretary may, by legislative
instrument detcrmine, the council shall take steps to make up the
deficiency—

(a) by transferring an amount that is cqual to the deficiency
from other funds of the stock cxchange to the fidelity
fund; or

(b) in the event that there are insufficient funds to transier
under paragraph (a), by determining the amount which
cach member company and member firm shall contribute
to the fund.

107, (1) If at any time a fidelity fund is not sufficient to satisfy the
liabilitics that are ascertained to relate to the stock exchange, the council
may impose on cvery company and member firm a levy of such amount
as it thinks fit or, if dirccted by the Sceretary, the council shall imposc a

fevy of such sum which shafl in the agpgregate be equivalent to the amount -

so directed. :

(2) The aniount of the levy shall be paid within the time and in
the manner specificd by the council cither generally or in relation to any
particular case.’ '

108. (1) A stock exchange may from its general funds give or advance
on such terms as the council thinks it any sum of money to'its fidelity
fund. ’

(2) Any money advanced under subscction (1) may be repaid
from the fidelity fund to the general funds of the stock exchange.

(3) Any such advance shall not be deemed to be in contravention
of any banking or money lending law.

109. Any moneys in 2 fidelity fund that are not immediately rcquircd‘
for its purposes may be invested by the council in any manner in which

trustees are for the time being authorized by law to invest trust funds.

110. (1) Subject to this Part, a fidelity fund shall be held and applicdf

for the purpose of compensating persons who suffer pecuniary loss from
any defalcation.committed by a member company or member firm or any
of its directors or partners or by any of thc employeces of such a member
company or member firm ia relation to money or other property which in
the course of or in connection with the business of that company or firm—
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(<) was entrusted to or received by a member company or any
ol'its directors or partners or employces ol'the company
or firm for or on behalf of any other person; or

(b} was entrusted to or received by the member entrusted to or
received by the member company or member {irm or any
ofthe cmployees of the company or firm as trustees or for
or on behalf of the trustees of that moncey or property.

(2) Except as otherwise providdd in this scetion, the total amount
that may be pajd under this Part to persons who suffer loss through
defalcations by amember company or member firm or any of its directors
or partners or through defalcations by any of the employees of the
company or firm shall not, in any event, exceed in respect of that member
company or member firm the sum of 2 million cedis, but for the purposes
ofthis subscction any amount paid from a fidelity fund shall to the extent
to which the fund is subscquently reimbursed be disregarded.

(3) Where, after taking into account all ascertained or contingent
liabilitics of a fidelity fund, the counci! considers that the asscts of the

fund so permit, the council may decide to increasc the total amount which

may be applicd from that fund under subscetion (2) and shall inform the
Commission accordingly.

(4) The Commission shall then cause notice of the decision to be
published in the Gazette; from the date of the publication until the notice
is revoked or varied, the amount specified in the notice shall be the total
amount which may be applied for compensation for pecuniary loss.

(5) Where the council decides to revoke or vary the contents of
the notice under subsection (4), the council shall inform the Commission
which shall then cause notice of such revocation or variation to be
published in the Gazette.

(6) 1f, in any particular casc after taking into account all ascer-
taincd or contingent liabilitics of a fidelity fund, the council considers
that the asscts of the fund so permit, the council may apply out of the-fund
such sum in cxcess of the total amount limited by or under this scction as

the council in its discretion thinks fit, towards the compensation of

persons who have suffered pecuniary loss as provided in subscction (1).

(7) Notwithstanding any provision in subsections (2), (3), (4)
and (6), the Sccretary may, direct the council to increase the total amount
which shall be applied from a fidelity fund of a particular member

company or member firm in payment to persons who suffer loss through
“defalcations by that particular member company or member firm or by ;-
any of its directors or partners or by any of the employees of that company ; - '

or firm.
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(8) For the purposcs of this scetion, “dircctor of a member
company” or “partner of iumember firm” includes a person who has been,
butat thetime of any defaleation in question has ceased to be such diseetor
or partner if, at the time of the defalcations, the person claiming compen-
sation has reasonable grounds for belicving that person to be a dircetor
of a member company or a partner of a member firm,

111. (1) Subject to this Part, every person who suffers pecuniary loss
as provided in subsection (1) of section 110 shall be entitled to claim
compensation from the fidelity fund and to take proceedings in a court
against the stock exchange.

(2) Subject to subsection (3), a person shall not have any claim
against the fidelity fund in respect of a defalcation in respect of moncey or
other property which prior to the commission of the defalcation had in the
course of the administration of a trust ceased to be under the sole control
of the dircctor of the member company concerned or the partner of the
member firm concerned.

(3) Subject to this Part, the amount which any claimant shall e
entitled to claim as compensation from a fidelity fund shall be the amount
of the actual pecuniary loss suffered by him, including the reasonable
costs of his disbursements incidental to the making of proof of claim, luss
the amount or vilue of all monceys or other benefits received orreceivable
by him from sources other than the fund in reduction of the loss,

(4) In addition to any compensation payable under this Part,

interest shall be paid out of the fidclity fund concerned on the amount of’

compensation, fess any amount attributable to costs and disbursements,
at the rate of 5% per annum calculated from the day upon which the
defalcation was committed and continuing uatil the day upon which the
claim is satisficd.

112. (1) The council of a stock exchange may publish in a daily
newspaper published and circulating generally in Ghana a notice, inor to
the effect of the form prescribed, specifying a date, not being carlier than
3 months afier the said publication, on or before which claims for
compensation from the fidelity fund, in relation to the person specified in
the notice, may be made.

(2) A claim for compensation from a lidelity fund in respeet off

a defalcation shall be made in writing to the council—
() where a notice under subscction (1) has been published on
or before the date specificd in the said notice; or
(b) where no such notice has been published within 6 months
after the claimant becomes aware of the defalcation,
and any claim which is not so made shall be barred unless the council

atherwise determines,

\i"
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(3) No action for dumages shall lie against a stock exchange or
apainst any member or employee of a stock exchange or of a council or
management conumnittee as a result of any notice published in good faith
and without ialice for the purposes of this section.

113.(1) The council may, subject to this Part, allow and settle any Power
proper claim for compensation from a fidelity fund at any time after the ::"l'l‘:“'.';:‘l:‘:‘s’
comniission of the defalcation in respect of which the claim arose. '

(2) Subject to subsection (3) of this section, a person shall not
commence legal proceedings under this Part against a stock exchange
without {eave of the council unless-

(¢«) the council has disallowed his claim; and

(h) the claimant has exhausted all relevant rights of action and
other legal remedies for recovery of the money or other
property, in respect of which the defaleation was commit-
ted, available against the member company or member
firm in relation to which the claim arosc and against all
other persons lisble in respect of the loss suflered by llu,

» SL:1afi 15 CENY 2 NTY)

claimant,

(3) A person whao has been refused leave by a council may apply
for leave to u judpe of the Hligh Court who may inake such order in the
matter as he thinks fit

{4 A council afier disallowing, whether wholly or partly, a claim
for compensation from a detuiled fand shall serve notice of the disallow-
ance in the preseribed form on the elaiinant or his lawyer.

(5) T\mexlh..l.mdm;, the provisions of the Limitations Decree,
(972 (NRCI 543, no proceedings against a stock exchange in respect of
a clsim whicl has been disalfowed by the council shall be commenced
atter the expication of 3 moaths after service of notice of disallowance
ander subsection (4).

() Inany proceedings brought to establish a claim, evidence of
auy admission or confession by, or other evidence which would be
adnussible aguinst, the member company, member firm, or other person
sy whom it is alleged a defalcation was committed, shall be admissible
w prove the commission of the detsleation, notwithstanding that the
meinber company, member firm or other person is not the defendant in
ur a part to those proceedings, and all defences which would have been
available to that member company, member firmn or other person shall be
available to the stock exchange.

(7) The council or, where proceedings are brought to establish a
clainy, the count, if satisfied that the defalcation on which the claim is
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founded was actually committed, may allow the elaim and act accord.-
ingly, notwithstanding that the person who committed the defateation
has not been convicted or prosceuted for the act or that the evidence on
which the council or court acts would not be sufficient to establish the
guilt of the person upon @ criminal trial in respect of the defalcation,

114. Where in any proceedings brought to establish a claim the court
is satisficd that the defalcation on which the claim is founded was actually
commiitted and that the claimant has valid claim, the court shall by order—

(a) dcclarc the fact and the date of the defalcation and the
amount of the claim; and

(b) direct that the council concerned allows the claim as so
declared and deal with the claim in accordance with the
provisions of this Parl.

115. (1) The council may require a person to produce and deliver any
securities, documents or statements of evidence necessary—

(<)) to support a claim made by him; or

(b) for the purpose cither of exercising his rights against a
member company, a member firm or the director or
partners of the stock exchange or any other person
concerned; or

(¢) to enable criminal proceedings to be taken against any
person in respect of a defaleation.

(2) Where the person fails to deliver any such securitics, docu-
ments or statements of evidence, the council may disallow any claim by
him under this Part.

116. On payment out of a fidelity fund of any moneys in respect of a
claim under this Part, the stock exchange shall be entitled to the extent of
the payment to all the rights and remedies of the claimant in relation to the
loss suffered by him from the defalcation.

117:No moneys orother property belonging toa stock exchange, other
than the fidelity fund, shall be available for the payment of any claim
under this Part whether the claim is allowed by the council or is made the
subject of an order of the court.

118. (1) Where the amount at credit in a fidelity fund is insufficient to
pay the amount of all claims against it which have been allowed or in
respect of which orders of the court have been made, the amount at credit
in the fund shall, subject to subsection (2) of this section be apportioned
between the claimants in such a manner as the Commission thinks
equitable, and any claim that then remains unpaid shall be charged against
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future receipts of the funds and paid out of the fund when moneys are
available,

(2) Where the aggregate of all claims made in relation to defnl-
cations by or in connection with a member company or member firm
exceeds the total amount which may, under section 110 (2) be paid under
this Partin respect of that member company ormember firm, then the total
amount shall be apportioned between the claimants in suchmanncras the
council thinks cquitable.

(3) Upon payment out of the fund of all the claims and all other
claits against the fund which may later arise or be made in respect of
defalcations by or in connection with the member company or member
firm, the member company or firm shall be absolutely discharged.

119. (1) A stock exchange may enter into any contract with an insurer 'JEX,? :’{o
%

in Ghanato be insured or indemnificd against liability in respect of claims coier injog

under this Part conuacts of
(2) Anyiguch.cantract maybg entered into in relation to member insurunce.

companies and member firms generally, or in relation to any partxcular

member companies generally with the exclusion of any particular mem-

ber company named in the agreement.
(3) No action shall lie against a stock exchange or against any

member or servant of a stock exchange or its council or against any
member of a management committee for injury alleged to have been
suffered by any member company or firm by reason of publication in
good faith of a statement that a contract entered into under this section

does or doces not apply with respect to it.

120. No claimant for money from a fidelity fund shall have a right of Application of
action against an insurer with whom a contragt of insurance or indemnity :I“w'“';"‘““
is made under this Part or have a right or claim on moneys paid by the
insurer under such contract.

{nterpretation

121, In this Part, unless the context otherwise requires— P by

“council” in relation to a fidelity fund of a stock
exchange, means the coux’\cxl of that stock
exchange;
court” means the l—hgh Court;

“ﬁdehty fund” or “fund” means a ﬁdehty fund
established under section 99;

L O T
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“stock exchange™, in relation to a fidelity fund,
means the stock exchange which established
the tidelity fund. ,

PART X- TRADING IN Sz;cuxum.s AND RELATED
OFFENCES

122, (1) A person who creates or causesto be created, or does anything
that is calculated to create a false or mlslcadmg appearance of active
tradj ing in securities on a stock exchange in Ghanaora falseorm xsleadmg
appuarance with respect to the market for, or the price of, such securities
commits an offence.

‘ (2) A person who by means of purchases or sales of scecurities
that do not involve a change in the beneficial ownerslup of those
secyritics, or by fictitious transactions or dcvnccs, maintains, inflates,
depresses, or causes fluctuations in the markt.t price of any securitics
conymits an offence.

(3) Without prejudice to the general cffc.cl of sub-section (1), any
person who-

(a) effects, takes part in, is concerned in or carries out, either
directly or indirectly, a transaction of sale or purchasc of
securities, being a transaction that does not involve a
change in the beneficial ownership of the securities; or
(b) makes or causes to be made an' offer to sell or purchase
securitics at a specificd price where he has made or caused
to be made or proposcs to make, or knows that a person
associated with him has made or caused to be made or
. proposes to make, an offer to sell or purchase the same
number, or substantially the same number of securities at
a price that is substantially the same as the specified price;
shall be deemed to have created a falsc or misleading appearance of active
trading in securities on a stock exchange.

(4) In a prosecution of a person for an act referred to in subsection
(3), it is a defence if the defendant establishes that the purpose for which
he did the act was not, or did not include, the purpose of creating a lalse
or misleading appearance of active trading in securities on the stock
exchange.

(5) A purchase or sale of securities does not involve a change in
the beneficial ownership for the purposes of this scction if a person who
had an interest in the securities before the purchase or sale, or a person
associated with such person, acquired an interest in the securities aftcr the
purchase or sale.
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(6) In a prosecution for an offence under subsection (2) in relation
to a purchasc or sale of securities that did not involve a change in the
beneficial ownership of those securities, it is a defence if the dd‘cndant
establishes that the purpose for which he purchased or sold the securities
was not, or did not include, the purpose of creating a false or misjeading
appearance with respect to the market for, or the price of, securities.

(7) The reference in subsection (3) of this section to a transaction
of sale or purchase of securities includes—
(a) a reference to the making of an offer to sell or purchase
securities; and

(b) a reference to the making of an invitation, however .

expressed, that expressly or impliedly invites a person to
offer to scll or purchase securities.

123. (1) A person who effects, takes part in, is concerned in or carries
out, cither directly or indirectly, two or more transactions in securities of
a body corporate which are transactions that have, or are likely to have,
the effect of raising, lowering, maintaining or stabilizing the price of
scenritics of the body corporate on a stock exchange in Ghana with intent
to induce other persons to sell, purchase or subscribe for securities of the
bady corporate or of a related body corporate commits an offence.

(2) A refurence in. this section to a transaction in n.latxon to
sceuritics of a body corporate, includes—
() a reference to the making of an offer to sell or purchase
such sccurities of the body corporate; and
(h) a reference to the making of an invitation, however
expressed that expressly or implicdly invites a person to
offer to sell or purchase the securities of the body corpo-
rate.

124. A person whomakes a statement or disseminates information that
is false or misleading in a material particular, that is likely to induce the
salcor purclmse of securities by other persons oris likely tohave the effect
of raising, lowering, maintaining or stabilizing the market price of
sccurities if, when he makes the statement or dzsscmmate the informa-
tion—

(a) he does not'care whethcr the statement or mformatlon is
true or false; or
(b) he ought reasonably to have known that the statement or
information is false or misleading in a mateqal particular
commits an offence.

Stock market
manipulyjion.

Fulse or mis-
leading state-
ments, ctc.
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Frandulently 125. (l)‘;\ person who—
mducing, . . g . v
persons to deal . (a) by making or publishing any stajement, promise or fore-
in secunbies. . cast which he knows 1o be mislcading, false or deceptive;

(b) by any dishonest concealment of,material facts;

(c) by the reckless making or publishing, dishonestly or
otherwise, of any statement, promise or forecast that is
mislcading, false or deceptive; or

(d) by rccording or storing in, or by means of any mechanical,
clectronic or other device, in fon}wtion that he knows to
be false or misleading in a material particular,

induces or attempts to induce another person to deal in securities commits
an offence.
(2) Itis a defence to a prosccution for an offence under subscction
(1) (d) to establish that, at the time when the defendant recorded or stored
the information, he had no reasonable grounds for expecting that the
information would be available to any other person.
Dissenmmanon 126. A person who circulates or disseminates or authorises or is
‘:::::::':"‘I:';":; concerned in the circulation or dissemination of any statement or infor-
tansactons ation to the effect that, the price of any securities of a body corporate
will oris likely to rise or fall or be maintained by reason of any transaction
entered into or other act or thing donc in relation to securities of that bady
corporate, or of a body corpogate that is related to that body corporate, in
contravention of any of the provisions in this Part where—

(a) the person, or a person associated with the person, has
eniered into any such transaction or done any such act or
thing; or )

(b) the person has reccived, or expects to receive directly or
indirectly, any considcration or bencfit for circulating or
disseminating, or authorising or being concerned in the
circulation or dissemination of the statement or informa-
tion

commits an offence,

Employment 127. Itis unlawful for a person dircctly or indirectly in connection with
:’.C J?:::E::; the purchase or sale of securities—
tive devices. (a) to employ any device, scheme or artifice to defraud;
(b) 1o engage in any act, practice or course of business which
operates or would operate as a fraud or deceit upon any

other person; or

v et e e mrvan
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(¢} o muke any untrue statement of a material fact or to omit
to state a material fact necessary with the result that the
statements made in the light of the circumstances under
which they were made, appear truthful.

128. (1) A person who is, or has at any time in the 6 months
unmediately prior to a dealing in the securities of a body corporate been
connected with that body corporate shall not deal in securitics of that body
carporate if by reason of his association he is in possession of information
that is not generally available but, if it were, might materially affect the
price of those securities.

(2) A person who is, or has at any time in the 6 months immedi-
ately prior 1o a dealing in the securities of a body corporate been
conneeted with that body corporate shall not deal inany securities of any
other body corporate if by reason of his being, or having been, connected
with the first-mentioned body corporate he is in possession of information
that--

(ci) i1s nat generally available but, if it were, would be likely
to affect materially the price of those sceurities; and

(h) relates to any transaction (actual or expected) involving,
both those bodies corporate or involving one of them and
the securities of the other.

(3) Where a person is in possession of information as provided
in subscction (1) or (2), but he is not preciuded by cither of those sub-
scetions from dealing in these securities, he shall not deal in those
seeurities 1f—

{a1) hie has obtained the information directly from another
person and is aware, or ought reasonably to be aware of
facts or circumstances by virtue of which that other
person is himself precluded by subsection (1) or (2) from
dealing in those sccuritics; or

(b) when the information was obtained, he was associated
with that other person or had with him an arrangement for
the communication of information of a kind to which
those subsections apply with a view to dcalmg in securi-
tics by himself or with that other person.

(4) No person shall at any time when he is preciuded by subsec-
tion (1), (2) or (3) of this section from dealing in securities—
(1) cause or procure any other person to deal in those secu-
riiies; or

Prohibitun of

dealings in
securities
by insiders,
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(h) communicate that information to any other person if—
(i) trading in those su,urilic,'; is permitted on a
-uiStock exchange whetheg within or out51de
Ghana; and
(ii) he knows, or ought reaso;lably to know, that
the other person will make use of the informa-
tion for the purposc of déaling or causing or
procuring another persop to deal in those
securities.

(¥) Without prejudice to subsection (3) but subject to subsections
(6) and (7), no body corporate shall deal in securities at a time when an
officer of that body corporate is precluded by sub-;ecuon (D, (2)or(3)
from deuling in those securities.

(6) A body corporale is not precluded by ,subscclton (5) from
cutering into a transaction at any time by reason only of information in the
possession ol an officer of that body corporate if=

(«) the decision to enter into the transaction was taken on its
behall by a person other than that officer; and

(b) ithad in operation at that time arrang}emcnts to ensure that
the.information was not communicated to any person and
that no advice with respect to the transaction was given to
him by a person in possession of the information; and

(¢) the information was not communicated and the advice was
not so given.

(7) A body corporate is not precluded by subsection (5) from
dealing in sceurities of'another body corporate by reason only of informa-
tion in-possession of its officer which was obtained by the officer in the
course of his duties as its officer but relates to proposed dealings by the
first-mentioned body corporation in securities of the other body corpo-
rate.

(8) For the purposes of this section, a person is connected with a
body corporatc’if, being a natural person— .

(a) he is an officer of that body corporate or of a related body
corporate;

(b) he is a substantial shareholder in that body corporate or in
a related body corporate; or

+ — - ——— = =
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(¢) he occupies a position that may reasonably be expected to
‘pive him access to information of a kind to which
subsections (1) and (2) apply by virtue of—

(i) any professional or business relationship
existing between himself or his employer
or a body corporate of which he is an officer
and that body corporate or a rclated body
corporate; or

(ii) his being an officer of a substantial share-
holder in that body corporate or inarelated
body corporate. .

(9) This scction does not preclude the holder of a dealer’s licence
from dealing in securities or rights or interests in securities of a body
corporate, where the sccuritics, rights or interests are permitted by a
stock exchange to be traded on the stock market of that stock exchange,
if—

(«r) the holder of the licence enters into the transaction
concerned as an agent for another person in accordance
with a specific instruction to effect that transaction; and

(h) the holder of the licence has not given any advice to the
other person in relation to dealing in sccurities, or rights
or tnterests in securities, of that body corporate that are
included in the same class as the first- mcntloncd securi-
tics; and

(¢) the other person is not associated with the llolder of the
licence.

(10) Where prosecution is instituted against a person for enter-
ing into a transaction whilst in possession of certain information contrary
to this section, it isadefence if the person satisfies the court that the other
party to the transaction knew, or ought reasonably to have known, of the
information before entering into the transaction.
(11) For the purposes of subsection (7), “officer”, in relatnon to
a body corporate, includes—~
(u) a dircctor, sccretary, executlve officer oremployee of the .
body corporate;
(b) areceiverorreceiverand manager of property of thebody
corporate; LTS
(c) an official manager or a deputy official manager of the
body corporate;
(<l) a liquidator of the body corporate; and
(¢} a trustee or other person administering a compromise or
arrangement made between the body corporate and
anuther person.
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129. A pérson who contravenes any of the provisions of this Part is
liable on conviction—

(<1} in the case ol a person not being a body corporate, to a {ine
not exceeding ¢5 million or 1o imprisonment {or a termy
not exceeding 3 years; or

(b) in the case of a person being a body corporate, to a fine not
exceeding ¢5 million.

130. (1) A person convicted of an offence under this Part is liable to pay
compensation to any person who, in a transaction for the purchase or sale
of securities entered into with him or with a person acting for or on his
behalf, suffers loss because of the difference between the price at which
the securities were dealt in and the price at Wthh they might have been
dealt jn at the time when the transaction took ptacc if the contravention
had npt occurred.

* (2) The amount of compensation for which a person is liable
under subsection (1) is the amount of the loss sust.unu.i by the person
claiming the compensation,

(3) Notwithstanding the provisions of the Limitations Decree
1972 (N.R.C.D. 54) an action under this section for the recovery of a loss
shall not be commenced after the expiration of two years after the dine
of completion of the transaction in which the loss occurred.

(4) Nothing in subsecction (1) affects any other liability that a
person may incur under any other law.

PART X1 - MISCELLANEOUS PROVISIONS

131. (1) A person who is not a stockbroker within the meaning of this
Law shall not use or by inference adopt the name or title of stockbroker
or exXhibit at any place a name, title or description implying or tending to
create the belief that he is a stockbroker.

(2) A body corporate that is not a stock exchange shall not use or
by inference adopt the name or title of stock exchange or exhibit at any
place a name, title or description implying or tending to create the belief
that the body corporate is a stock exchange. -

132. (1) A director or manager of a stock exchange, unit trust scheme,
mutual fund or of a dealer or of an investment adviser, who—

(a) failstotake all reasonable steps to ensure compliance with
the provisions of this Law; or*

(b) failstotakeall reasonable steps to ensure the accuracy and
correctness of any statement submitted by him under this
Law,
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commits an offence and is liable on conviction to a fine not exceeding
¢500,000 or to imprisonment for a term not exceeding one year or to both.

(2) in any procecdings agaiast a person under subsection (1), it
shall be a defence for the accused to prove that he had reasonable grounds
for believing that another person was charged with the duty of ensuring
compliance with the requirements of this Law, or with the duty of
casuring that those statements were accurate, and that person was
competent and in a position to discharge that duty,

(3) A person shall not be sentenced to imprisonment for any
offence under subsection (1) unless, in the opinion of the court, he
committed the offence wilfully.

133. (1) Any director, manager, auditor, employee or agent of a stock Falsificationof

records by
exchange of a dealer or of an investirient adviser, who— directors,

(a) wilfully makes, or causes to be made, a false entry; cmploycesand
() wilfully omits to make an entry or causcs such entry to be 88cms-
omitted; or
() wilfully alters, abstracts, conceals or destroys an entry or
wilfully causcs such entry to be altered, abstracted, con-
cealed or destroyed,
i any book or report, slip, document or statement of the business aftairs,
transactious, conditions, assets oraccounts of that stock exchange, dealer
or investment adviser, commits an offence and is liable on conviction to
a fine not exceeding ¢1 million or to imprisomuent for a term not
exceeding one year or to both. :

134. Any person who, with intent to deceive makes or furnishes, or Falsereponsto
knowingly and wilfully authorises or permits the making or furnishing of Cr"s"’;'c‘:“w"
any false or misleading statement or report to the Commission, a stock exchange.
exchange or any officers of the Commission relating to—

(a) dealing in securities;
(b) any matter or thing required by the Commission for the
proper administration of this Law; or

(c) the enforcement of the rules of a stock exchange,

commits an offence and is liable on convictionto a fine not exceeding ¢1
million or to imprisonment for a term not exceeding one year or to both.

135.No action or other legal proceedings shall lie against the Commis:. Immunity of
sion or an officer or employee of the Commission or a persou, including fn‘:,"::;‘"s“’“
a stock exchange, acting under the direction of the Commission for any employces,

actdone in good faith in the performance orintended performance, of any ete.

E
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duty, or in the excrcisc of any power under this Law or regulations made
under it, or for any neglect or default in the performance or excrcise in
good faith of such duty or power.

136. Where abody corporate is guilty of an offence under th isLaw, any
dm.ctor executive officer, secretary or employee of the body corporate
who was in any way, by act or omission; dlrectly or indirectly knowingly
conccmed in or a party to the commission of ghe offence shall also be
gunlty of that offence. ' ;

137 (1) Where—

(a) an investigation which consutuws or may constitute an
offence under this Law is being’ ‘carried out in relation to
an act or omission by a person; or

(b) prosecution has been instituted against a person for an
offence under this Law; or

(c) civil proceedings have been mstltuted against a person
under this Law, A

and che Court considers it necessary or dcsn able for the purpose of
protecting the interests of any persons to whom a person referred to in
paragraph (a), (b) or (¢) of this subsection, (referred to in this section as
the relevant person), is liable or may become liable to pay any moneys,
whether in respect of a debt or by way of damages or compensation or
otherwise account for any securities or other property, the court may, on
application by the Commission, niake any one or more of the orders
specified in subsection (2).
(2) The court may make—

(a) an order prohibiting either absolutely or subject to condi-
tions a person who is indebted to the relevant person or to
any person associated with the relevant person, from
making a payment in total or partial discharge of the debt;

() an order prohibiting, either absolutely or subject to condi-
tions, a person holding ‘money or securities or other
property on behalf of the relevant person or on behalf of
any person associated with tht relevant person, from
paying all or any of the money or transferring or other-
wise parting with possession of the securities or other
_property to any person;

(c) an order prohibiting, either absolutely or subject to condi-
tions, the taking or sending out of Ghana of moneys of the
relevant person or of any person associated.with the

_relevant person;

———-
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(<) an order prohibiting, either absolutely or subject to condi-
tions, the taking, sending or transfer of sccuritics or other
property of the relevant person or of any person who is
associated with the relevant person from a place in Ghana
to a place outside Ghana, including the transfer of secu- '
ritics from a register in Ghana to a register outside Ghana;

(¢) an order appointing a recciver or receiver and manager
with such powers as the court may order of the property
or part of the property of the relevant person;

() an order where the relevant person is a natural person—

(i) requiring him to deliver up to the court his
passport and such other documents as the
court thinks fit; or

(ii) prohibiting him from leaving Ghana with-
out the consent of court.

(3) Where an application is made to a court for an order under
subscction (1), the court may, before considering the application, on a
further application by the Commission grant an interim order pending the
determination of the original application.

(4) Where the Commission makes an application to the court for
an order under subsection (1), the court shall not require the Commission
or any other person, as a condition of granting an interim order under
subscction (3) to give any undertakings as to damages.

(5) Where the court has made an order under this section, it may,
on application by the Commission or by any person affected by the order,

‘ make a further order rescinding or varying the carlier order.
(6) An order made under this section may be expressed to operate
for a period specified in the order or until the order is rescinded by a
- further order under subsection (5).
i (7) A person who contravenes or fails to comply with an order by
$ the court under this section applicable to him commits an offence and is
i ;‘ i liable on conviction to a fine notexceeding ¢ 1 million or to imprisonment
t for a term not exceeding one year or to both.

138. A person who is guilty of an offence under this Law for which no Gerieral
specific penalty is provided shall be liable on conviction to a fine not Pereity-
exceeding ¢1 million or imprisonment for a term not exceeding one year
or o both.
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139. (1) Prosecution for an offence against any provision of this Law
may be tuken by the Attorney-General or by the Commission.

(2) The Commission may, without instituting procecdings against
any person for an offence punishable by a fine under this Law or the
regulations made under it demand the amount of the fine or such reduced
amouynt as it thinks fit from the person liable and-

A (a) where the person pays the amount to the Commission
within 14 days of the demand, no proceedings shall be
taken against him in relation to the offence;

(b) where the person does not pay theamount the Comimission
may commence proceedings in frelation to the offence.
(3) The powers confcrred on the Comniission under subsectjon
(2) shall only be exercised where a person admits the offence and agrees
in writing to the offence being dealt with under that subscction.

140. The Sccretary may give tothe Commission directions of a general
orspecific character astothe exercise of the Commission’s functions; and
it shyll be the duty of the Commission to give cf(fcct to any such direction.

141.(1) The Secretary may on therecommendation of the Commission
by legislative instrument make regulations prescribing all matters re-
quired or permitted by this Law 1o be prescribed, and for carrying out or
giving cffect to this Law.

(2) Without prejudice to subsection (1) regulations may provide
for—

(a) the forms to be used for the purposes of this Law;

() the publication of advertisements offering the services of
dealers or investment advisers or offering securitics for
purchase or sale, and the form and content of thosc
advertisements; ]

(o) the form of balance sheets and profit and loss accounts
required by this Law to be prepared by dealers;

(d) the furnishing to the Commission of information in addi-
tion to, or in variation of, the information contained in
a prescribed form lodged with it;

(e) the times within which information required to be fur-
nished to the Commission under this Law shall be fur-
nished; and

(/) procedures under which and the conditions on which a
public company may appeal to the Commission against 2
refusal of a stock exchange to list its securities.
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142. (1) In this Law; unless the context otherwise requires—

“agent” in relation to a dealer, includes a person
who is or has at any time been a banker of the
dealer;

“arbitrage” means profiting from differences in
price of the same security traded on two or
more markets;

“auditor” means a company auditor qualified as-

such under the Companies Code, 1963 (Act
179);

“body corporate” includes an incorporated body
under the Incorporated Private Partnerships
Act 1962 (Act 152) ;

“book” includes any register, document or other
record of information and any account or
accounting record, however compiled, re-
corded or stored whether in written or printed
form or microfilm by clectronic process or
otherwise;

“chairman” means the chairman of the Commis-.
sion;

“Commission’ means the Securities Regulatory
Comimission established by section 1;

“company” has the same meaning as is assigned

to it in the Companies Code, 1963 (Act 179);.

“council” in relation to a stock exchange, means
the persons for the time being in whom the
management of the stock exchange is vested;

“court” means the Commercial Division of the
High Court;

“dealer” méans a person who carries on a busi-
ness of dealing in securities whether he car-
ries on any other business or not, but does not
include an exempt dealer;

“dealer’s representative” means a person, in the
direct employment of, or acting for, or by
arrangement with a dealer, who performs for

that dealer any of the functions of a dealer.

Interpretation.
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ez (other than work ordinarily performed by

accountants, clerks or cashiers)
whether his remuneration is by way of salary,
wages, commission or.otherwise; and where
the dealer is a body corporate, includes any
dircctor or officer of th¢ body corporate who
performs for the body;corporate any of the
said functions;

“dealing in securities” megns, whether as princi-
pal or agent making or offering to make with
any person, or mducmg or attempting to
induce any person to e{lter into or to offer to
enter into—

(a) any agreement for or with a view to acquir-
ing,-disposing of, subscribing for or un-
derwriting securities; or

(b) any agrecment the purpose or intended
purpose of which is to securc a profit to
any of the parties from the yield of secu-
ritics or by reference to fluctuations in the
price of sceurities;

“director” has the same meaningas is assigned to
that expression in section 179 of the Compa-
nics Code 1963 (Act 179);

. “executive officer”, in relation to a body corpo-
rate, mcans any person by whatever name
called who is concerncd or takes part in
themanagementofthebody corporate whether
or not he is a director of the body corporate;

“exempt dealer” means a person speciﬁed under
section 65;

“investment adviser” means a person who—

(a) carries on a business of advising others
concerning securities;

(b) as part of a regular business issues or
publishes analysis or.reports concerning
securities; or’ O

(c¢) pursuanttoa contract orarrangement with
aclient, undertakes on behalfof the client
(whether on a discretionary authority
granted by the client or otherwise) the
management of a portfolio of securities
for the purpose of investment,
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but does not include—~

(d) a bank as defined in scction 48 of the
Banking Law, 1989 (PNDCL.225);

(¢) a company registered under the Insurance
Law; 1989 (PNDCL..227);

(/) alawyer or accountant in practice whose
carrying on of that business is solely
incidental to the practice of his profes-
sion;

(2 a dealer or his employee or a dealer’s
representative whose carrying on’of that
business is solely incidental to the con-
duct of his business of dcaling in sccun-
ties; or

(1) a person who is the proprietor of a necws-
paper where—

(/) in so far as the newspaper is distrib-
uted generally to the public, it is
distributed only to subscribers to,
and purchascrs of, the newspaper
for value;

(ii) the advice is given or the analysis or
reports are issucd or published only
through that newspaper;

(#ii) that person receives no commxssxon
or other consideration for giving the
advice or for issuing or publishing
the analysis or reports; and

(iv) the advice is given and the analysis
and reports are issued or published
solely as ineidental to the conduct of
that person’s businessas a newspa-
per proprietor;

“investment representative” means a person, in
the direct employment of or acting for or by
arrangement with an investment adviser, who
performs for the investmént adviser any of
the functions of an investment adviser (other
than work ordinarily performed by account-
ants, clerks or cashiers) whether his remu-
neration is by way of salary, wages, commis-
sion or otherwise and includes a director or
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”" officer of a body corporate who performs tor
the body corporate any of the said functions;

“licence” means-— :

(a) a dealer’s licence;

(b) an investment adviser’s licence; or

(¢) a representative’s licence, issued under

Part V;
“listing rules”, inrelation to'a body corporate that
maintains or provides, a stock market of a
stock Txchange, means rules made by its

council governing or relating to—

(a) the admission to the official list of the
body corporate, of bodies corporate, gov-
ernments, unincorporated bodies or other
persons for the purpose of the quotation
on the stock market:or made available by
bodies corporale, governments,
unincorporated bodies or other persons
or the removal from that official list and
for other purposes; or

(b) the activities or conduct of bodics corpo-
rate, governments, unincorporated bod-
ies and other persons who are admitted to
that list,

whether thoses rules—
(i) are made by the body corporate or
- arecontained in any of the constitu-
ent documents of the body corpo-
rate; or
(ii) are made by another person and
adopted by the body corporate;

“member company” means a company which
carries on a business of dealing in securitics
and is recognised as a dealing member by a
stock exchange;

s 30 ?

“member firm” mecans an incorporated private

partnership which carries on a business of

N
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[EPRP -

dealing in securitics and is recognised as a
| dealing member by a stock exchange;

i “mnutual fund” shall have the same meaning as
that provided in section 319 of the Compa-
nies Code 1963 (Act 179); .

“prescribed interest” means any right to partici-
pate or any interest, whether enforceable or
not and whether actual, prospective or con-
tingent—

(@) in any profits, assets or realization of any
financial or business undertaking or
scheme whether in Ghana or elsewhere;

(b) in any common enterprise, whether in
Ghana or elsewhere, in relation to which
the holder of the right or interest is led to
expect profils, rent or interest from the

- muea. e .. s

efforts of the promoter of the enterprise or
! a third party;
. (¢) in a class or kind of rights or interests,
l . declared by the regulations to be an ex-
- empt right or interest; or

() inany investment contract, whether or not
the right or interest is evidenced by a
formal document and whether or not the
right or interest relates to a physical asset,
but does not include--
(¢) any share in, or debenture of a corpora-
tion;
() any interest in, or arising out of a policy of
life insurance; or
_ () an interest in a partnership agreement,
’ ¢ unless the agreement or proposcd agree-
« ment—

. (i) relates to an undertaking, scheme,
enterprise or inyvestment contract
promoted by oron behalfofa person
whose ordinary business is or in-

Witiond

! A , >,
i cludes the promotion of similar un-
dertakings, schemes, enterprises or
? investment contracts, whetherornot
; that person is, or is to become, a
_j

W
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party to the agreement or proposed
agreement; or

(i) is or would be an agreement, within
a class of agréements, prescribed by

the regulations for the purposcs of

this paragrapp;
“relevant authority”’- )

(a) in relation to memper company or mem-
ber firm, means the stock exchange by
which the company is recognised; and

(3) in relation to any other person, means the
Commission;  *

“rules”, inrelation to a stock exchange, means the
rules governing the conduct of the stock
exchange or its members and includes regu-
lations made by the council of a stock ex-
change for the purpose;

“Secretary” means the Secretary responsible for
Finance;

“securities” mcans—

(a) shares or debentures within the meaning
of the Companies Code, 1963 (Act 179);

(6) bonds or other loan instrument of the
Government of Ghana or any other
country; ’

(c) bonds or other loan instruments of a cor-
poration established under an enactment
for the time being in force;

(d) rights or interests (whether described as
units or otherwise) under any unit trust;

(e) such other instruments as the Secretary
may by notice in the Gazetie prescribe;

“share” means the interest of members of a body
‘corporate who are entitled to share in the
capital or income of such body corporatc;

1‘,’1;,0
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“stockbroker” means a person who is—
(a) a director of a member company; or
(b) a partner of a member firm. ‘

“stock exchange” means any body corporate
which has been approved by the Commission
under section 25 of this Law; '

“stock market” means a market, exchange or
other place, at which, orafacility by meansof
which securities are regularly offered for
sale, purchased or exchanged;

“substantial shareholder” means a share holder
entitled to exercise or control the excrcise of
30% or more of the voting power at general
mectings of the company or one whoisina
position to control the composition of a ma-
jority of the board of directors of a company;

“trust account” means a trust account opened and
maintiained under section 85;

“trustee” means the corporate body in which the
property for the time being subject to any
trust created in pursuance of the scheme is or
may be vested inaccordaince with the terms of
the trust deed;

“units” means any portion or division of a unit

‘ trust fund (whether described as units or
otherwise) into which are divided the benefi-
cial interest in the assets subject to a trust

' crcated under the scheme;
“unit trust scheme” means any arrangement’
j whereby securities orany other charge (other
than a charge to secure the debentures of one
. body corporate) are vested in trustees and the

beneficial interest in it is divided into units,
sub-units or other interests by whatevername
called withaviewto aninvitation being made
to the public to acquire such units or any of
them.



PUNLDLCUELL 333, 84
SECURITIES INDUSTRY LAW, 1993

Assuciated 143. (1)« A reference in this Law to a person associated with another
petron. person shall be construed as follows—
"~ (a) where the other person is s body corporate—
(i) a director or secretary of the body corporute;
(ii) a body corporate that ig related to the other
person; or
(iii) a dircctor or secretary of such a related body
corporate; 3
(b) where the matterto which the rc(cr{,mc relates is the extent
of power to exercise or to coul(ol the exercise of the
voting power attached to voling shares in a body corpo-
rale, a person with whom the othet person has or proposes
to enter into an agreement, arrangement, understanding
or undertaking, whether format or informal and whether
cxpress or implied— .

(i) by reason of which cither of those persons may
cither, dircctly or indirectly, control the exer-
cise of or substantially influence the exercise
of any voting power atlached to a shure in the
budy corporate;

(if) with a view to controlling or influencing the
composition of the board of directors or the
conduct of affairs of the body corporate; or

(iify under which either of those persons may
acquire from each other shares in the body
corporate or may be required to dispose of
such shares in accordance with the directions
of the other body;

(c) aperson in concert with whom the other person is acting
or proposes to act in relation to the matter to which the
reference relates;

(<{) where the matter to which the reference relates is ¢ matter,
other than the extent of power to exercise or to control the
exercise of the voting power attached to voting shares in
a body corporate—

(?) subject to subscction (2), a person who is a
director of a body corporate that carried on a
business of dealing in securitics and of which

e aiher person is also a director;

\g’l)
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(if) subject to subsection (2), a person who is a
director of a body corporate of which the
other person is a director, not being a body
corporate that carried on a business of dealing
in securities; or

(iif) a trustee of a trust in relation to which the
other person benefits or is capable of benefii-
ing otherwise than by reason of transactions

ness in connection with the lending of money;
(¢) a person with whom the other person is, by virtue of any
rcgulation that may be introduced, regarded as associated
in respect of the matter to which the reference relates;
() a person with whom the other person is, or proposes to

any other way in respect of the maiter to which the
relerence relates; or

(z) where the other person has entered into, or proposes to
enter into a transaction or hus done, or proposes to do, any
other act or thing, with a view to becoming associated
with a person as meationed in paragraph (), (4), (¢), (d),

{¢) or (/).

(2) where, in proceedings under this Law, it is alleged that a
person referred to in subsections (1) (&) (/) and (i7) was associated with
another person at a particulartime, that person shall bedeemed notto have
been associated in relation to a matler to which the proceedings relate
unless the person alleging the association proves that the first mentioned
person at that time knew or ought reasonably to have known the material
g particulars of that matter.

(3) A person shall not be taken to be associated with anothier
person by virtue of sub-section (J) (8), (¢), (€) or (/) by reason only that
one of those persons furnishes advice to, or acts on behalf of, the other
[rerson an the proper performance of functions that relate to his profes-
sional capacity or to his business relationship witl the other person.

i4%. (1) Where any property held in trust consists of or includes
sceuritics in which a person knows or has reasonzble grounds for
believing that fre has an interest, he shali be deemed to have an interest in
those seourniss

85 P.N.D.C.1..

entered into in the ordinary course of busi-

become associated, whether formually or informally, in-

Incerest in
vecuritics.

333.
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(2) A right does not constitute an interest in a sccurity where-

(«) the right was issued or offered to the public for subscrip-
tion or purchase;

(4) the public was invited to subscribe for or purchase such
right, and the right was subscribed for or purchased; or

(<) such right is held by the manage¢ment company and was
issued for the purpose of an offer to the public within the
meaning of section 266 of the Companies Code, 1963
(Act 179).

(3) A person shall be deemed to have an interest in a security
whec a body corporate has an interest in a sequrity and—

(1) the body corporate is, or its ‘firectors arc under an
obligation, whether formal or informal, to act in accord-
ance with the directions, instructions or wishes of that
person in relation to that security;

(b) that person has a controlling interest in the body corpo-
rate; or

(c) that person is, or the assoc:iates of that person or all arc
entitled to excercise or control the exercise of not less than
30% of the votes attached to the voting shares in the body
corporate.

(4) For the purposes of subsection (3) (c) of this section, a person
is an associate of another person if the person is—

(a) a body corporate which, by virtue of scction 3 of the
Companics Code, isan associated company in relation to
the other person;

(b) a person in accordance with whose dircctions, instruc-
tions or wishes that other person is accustomed to or is
under an obligation, whether formal or informal, to act
in relation to the security referred to in subsection (3);

(c) a body corporate which is, or the directors of which are
accustomed or undecr an obligation, whether formal or
informal, to act in accordance with the directions, in-
structions or wishes of that other person in relation to that
security; or

(d) a body corporate in accordance with the directions,
instructions or wishes of which, or the directors of
which, that other person is accustomed or under an
obligation, whether formal or informal, to act in relation
to that security.

A
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(5) A person shall be deemed to have an interest in a security in

any one or more of the following circumstances—
(«) where he has entered into a contract to purchasc a secunty,
(b) where he has a right, otherwise than by reason of having
an interest under a trust, to have a security transferred to
himself or to his order, whether the right is exercisable
presently or in the future and whether on the fulfillment
of a condition or not;
(c) where he has the right to acquire a security or an interest
in a security, under an option; or
(f) where heis entitled, otherwise than by reason of hishaving
been appointed a proxy or representative to vote at a
meeting of members of a body corporate or of a class of
its members, to exercise or control the exercise of a right
attached to a security, not being a security of which he is
the registered holder.
(6) A person shall be deemed to have an interest in a sccurlly if

1 that sccurity is held jointly with another person.

(7) For the purpose of determining whether a person has an

© interest in a sceurity, it is immaterial that the interest cannot be related to
“a particular security.

(8) There shall be disregarded—

( @) an interest in a security if the interest is that of a person
who holds the security as a bare trustee;

(h) an interest in a security of a person whose ordinary
business includes the lending of money if he holds the
interest only by way of security for the purposes of a
transaction entered into in the ordinary course of business
in conncction with the lending of money;

(c) an interest of a person in a security being an interest held

by him by reason of his holding a prescribed office; and
(d) such interest in securitics as may be prescribed.
(9) Aninterest inasecurity shall notbe dxsregarded by reason
only of—
(a) its remoteness;
(b) the manner in which it arose; or

(c) the fact that the exercise of a right conf erred by the interest

is, or is capable of being made subJect to testraint or
restriction.
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145. (1)Scection 279 of the Companics Code, 1963 (Act 179) is
amended by the insertion unmediately after bub'sen.lmn (9) of the follow-
g new subsuctlon—

. “(9a) In any case not falling within pubscctlon (5) or (6) of
this section the Registrar may, for the purpose oi reaching un
opinion on whether a prospectus— .
(a) does not comply with the provisions of thlS Code; or
(b) contains any untrue statement; or
(c) omits to state any material fact; Ol
(d) is otherwise incomplete or misléading,
refer the prospectus to the Securities chulagory Commission for its
opinion and in such a case the Commission shall give its opinion within

the per:od of 21 days , in relation to the prospectus, referred to in
subs (,ctxon (8) of this section”. r

(2) Section 280 of the Comp.mu.a Code, 1963 (Act 179) is

' amended by the substitution for subsection (1)of the following subsce-

Plepeali,

Savings,

Interimpuwers
of the Guver-
norafihe Bank
of Ghaaa,

tion—'

“(1) For the purposes of this C‘odc,, appmved stock
n.);(.hanp«.. means a body corporate: dpprovcl* s a stock
exchange under section 25 of thé Scourio: SR ey
Law, 1993 (2.N.LL.C.L. 333)".

144, The following ensctmaents are hereby repealed section 318 evdie
Companics Code, 1963 (Act 179);Stock Bixchunge Act, 1971 (Act 3840,

147. (I) Notwithstanding the repeal of the Stock Exchange A, 1971
(Act 384) any stock exchange authorised under section 1 of that Actshall
be deemed to have been approved by the Commission under section 235
of this Law and this Law shall apply ar..t..ordm&ly in refation to the sto‘.k
exchange.

(2) The regulations and rules governing the conduct of any stock
exchange referred to in subsection (1) which are in force immediately

before the coinmencement of this Law shall, after the commencement of

this Law, be deemed to be the regulations: and rules of the stock exchange
and this Law shall apply accordmgly in relation to those rules and
regulations.

148. Until the Commission commences operations, its ‘functions and
powers shall be exercised by the Governor of the Bank of Ghana, and any
reference in this Law to the Commission shall be construed accordingly.

Made this 5th day of January, 1993,

JERRY JOHN RAWLINGS
Chairman of the Provisional National Defense Council

Date of Gazerte notification: 19th November, 1993
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' NON-BANKING FINANCIAL INSTITUTIONS - VENTURE CAPITAL FUNDING COMPANIES

"7 "“CATEGORY OF INSTITUTIONS ~ DRAFT OPERATING GUIDELINES

The Bank of Ghanz announces for the information of the public that, as part ol its

crercist (o set up the pecessary supervisoty measures for the prudestial

_management of Venture Capital Funding Companiss, it has formulated dralt
. ‘operatitg guidelives for these institutions.

The guidelioes arc to be issued to the instrutions, pursuant to the Baak's

* supervisory autbority under the Financial Iostirutions (Non-Bagking) Law, aficr
20 opportunity bas been given 1o the public and all the interested parties/groups to
oamment on the proposals.

Accordingly, the Bank will be plezied to receive comments/suggestions onany pact

of the proposed guidelines which are provided hereunder for is funber

consd_:nuon. . .

'].0 Investment Operation

1.1-Licensed Venrure Capiul Funds Companies (VCFC) shall make all financing
by way of equily of equity-cum debt or in 2oy other acceptzble manaer

to ipvestoent policies which are agreed 10 by all the invesiors!

sharcholders prior 6 "commencing investmest operations, and the relatd
oxeorzoda s92] be filed in advance with the Bank of Glana.

1.2 The financing/investment pol.ia"s shall include policies on:

- expasure limits to individual eaterprises and groups which zee in confurmizy
with the relevaar provisions of the FINBL, 1993 v

- types of iovestment instrumeots_
~ proposed duration/marurity period of individwl investments
= the decislon-making process and procedure

- ipvestment of uoutilized surpluses
1.3 Bank of Ghana's prior authdrizmtion may be ebuined for any chazze
PN y changes
propesed to be made in investoert policies and procedures belt 3
_ ... chunges are given effect 10 by the VCFC, P ore s
14 No igva_un:nt shall be made by 2 lizensed VCFC which is not in accordazce
with its investraent policies as sct our in the Investment Memuranda filsd w32k
the Bank of Ghana before commencing the VCFC operations.

1.5 No licensed VCFC shall acxepr capital contibution without sustisien:
knowledge of the identity of the investor-sbarcholder.

1.6 No licensed VCFC shall aceept expital conuibution without making ks
izvestor fully aware of: )
- the rigks atiached to the investpent
- the investment policics.

2.0 Fuad Manager - Qualifications, etc.

2.1 Every licensed VCFC shall esure that 2 fund manager appointed by i, i
competent and qualified with 2 good track record 1o manage such funds and
Jas pecestary business integrity. -

22 Exch Fuod Manager/Management Company shall bold 2a “lavestment
Advisor’s™ Licence 1n terms of Secuon 53 of the Securitics Industry Law, 1993
(PNDCL. 333) aod is autharised by Bank of Gbana/SRC to engags in
Pordolio’Fund Manigement activities.

2.3 Each licensed VCFC aod in appoidted Fund Manager shall have joint
fespoasitiity in the investment operation and shall accordingly ensure
w compliance with the FINB Law, Regulations and Operating guide-

2.4 The Management or other fees payabke to the fund shal 3
agemes o & pay e fund managers shall be duly

3.0 Rk Manzgement - Normus
i1 g:!aed'l'mcﬂou a
Waile making soy kodns or sdvances and/or equity investrmeats to one or more
of the VCFC's own subsidiaries, or affiliates, the limit on all such facilides in
. the aggregate dhall sot exceed 25% of the net worth of the VCEFC.

3.2 Coaoected Trpssactions
Azy transaction with 1 compaay/firm by way of equity iovestment or equity-

. kbt oc Gtherwise in any of, the VCFC's directors,  officials or
;cmpltmuumxauedunpuma,agmnnmt.oruapdndpz]
sharebolder 1t Jexst thirry (30)-days in sdvance to-the Bank

K ghall be

of Ghsas of the VCPC's intention o extend such facilities and the Bagk of
Ghiot's sdvice/eomments,if 2oy, shall be taken into account before going
3.3 Any wnsecured credit to & dircoror shall not exceed 2% of VCFC's petworih
- And 2-youry’ malery for the officer oc employee.

3.4 Inter-Tustitutional transactions
Any preposal of providing equity inv and/or grantng 20y loans o:
underaking any other {inancial guarantees or indemnilies 10 any banking
institutioas or non-banking financial institutions including the VCFC shall
forthwith be zeported 1o the Bank of Ghana with complete deuails of such 1
iransaction, including name of the counterparty, nawre of facility, type and
valuc of collateral if anv, rate of interesvcommission.

3.0 Portfolio Classificatina -

2.1 The VCFC shall review its investments by equity or debt on 2n on-going basis
and shall raake 3 health grading of all the financial assets ac least twa {27
categoriss as “cureent” and “problem invesunents™.

4.2 “Problem Investments™ are those in which there is diminution in the valuc ot

2ssets andar the expectedischeduled receivables/returns by w2y of indereat”

Jividends that sre pest due for 180 days-from the expeated date.

The VCEC shali make adequase provisians sovering the dimiruiing in Gic

value of assersirecsivables, and ensure that the position of investments udts

shown ia the VCFC's Balance SheetfAssct-Liability Profies realistizaliy
represent the net vatues of the investments.

The YCIC shal? maintain consistency in’ the investment valuations and i

following other accounting standazds and any changes propased need 1 &

brought to the notice of the Bank of Ghand'in advancz and propesly explainad
. in the audited snrusl accounts. .. .

15 The Board of the VCFC company siall set pu; proper principies’standards of
porticlic waluation io be fullowed by its company based on modzls suzh as “the
Zuropean Veruze Capitsl Association (EUCA) se of Comenon Luropes
Principles for the valuation of venture capital rordolia™ and file capics of sei
taid-down principles with the Bank of Ghan 2nd provide them o the YCFiT's
external auditors. :

s
b

2e
da

5.0 Capital Funds

5.1 No funds contributed by the investors by say of equity or subardinaied dett
1o form the “owned funds™ corpus of the VCFC shall be distribuzed‘transiereds
sepatriated and adjusted in aoy manoer by the company withnut the prior
consent of the Rank of Ghana, -

.2 Alsg, the kvel of such unimpaired “owned funds” shall not 2t ;.'.}'ﬁmc Jusizg
the period ef the fife of 1he Venturz Capital Fund, fall below the ameust o
2100m (Oac huadred mitiion cedis..

5.6 Deposits from the Pubdic .
Na VCEC shall azcept Sepeniis or iavatiaest. fom the poblls.

.0 Interest/Divideads .
The Licensed VCFC azc frec 1o determing tiscic sates of interesi, dividenas °
any other reccivabics and charges for any finanaal servizes rendered.

8.0 Other Matters

$.i Chaages in the Baard’s Comoosition R
Licensed VCFC shall autify the Bank of Ghana of every proposal {or change
of dircctor on the Baard or Chicf Executive Officer (CEQ), ety (30) days a
sdvance of such a change and, if such chahge occurs for a sudden raason,
within 3 days after its occurence with reasons for the propased change’
occurence. -

£.2 Undesirable Activitics
VCFC's shall not engage in of finance any activity in any way which rclates te
garbling, betting or any other speculative ventures or any other socially
undesirable activitics. L .

£.5 Accounting Year .

For the purpose of Section 22 (i) of the FINB Law 1993, the VCFC shall follow
the calender year, commeocing on Ist January to 315t December of that year.

8.4 Submission of Audited Accounts
While complying with the Provisions of Sections 22 to 24 of the FINB Law
telatiog 1o auditisg of accounts, each VCFC shall ensure that 1 copy of the
sudited acrounts is submitted to the Bank 6f Ghana within four (4) months of
the end of the year to which they relate.

All writien comments and suggestions oo the guidelines should be submirted to
the Acting Sceretary, Bagk of Ghanz, P. O. Bax 2674, Acera, witkin one
wonth from the date of this publication.

A. BERNASKO
AG. SECRETARY

3Lst Augast, 1995,
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MANAGEMENT AGREEMENT

BEIWEEN

1)

- awned

2)

THE ENTERPRISE FUND, a Ghanaian company limiled by guarantee
{(hereinalter referred lo as EF).

THE VENTURE FUND MANAGEMENT COMPANY , a Ghanaian company
with head offices in Accra (hereinafter referred lo as the Manager).

WHEREAS

A

0.

EF is aboul lo sign a granl agreement with the Ministry of Finance and
Economic Planning and the Commission of the European Communities under
theiwr joint Small and Medium Enterprises Development! Programme
{hereinafler referred lo as "MFEP/EC").

EF has, as a principal inveslment objective, (he making of invesiments in
small and medium-scale companies in Ghana as defirfed in ils Investmenl
Policy Direclive described in Schedule 1 (hereinafter called "lhe Target
Cnterprises”).

L 1s aboul to enler into loan agreements wilh a number of Participating
Fmancial Institulions engaged in commercial lending or leasing (hereinalic
called "the PFIs"), to wholesale EF's {funds lo these financial inslilutions o
on-lend to Target Enlerprises.

LF s about 1o enter into a Memorandum of Understanding with the Business
Planning Development Fund (hereinafler calied the “BDPF"), which is also
supported by the Commission of the European Communities Small and
Medium Enterprises Developmenl! Programme, to collaborate in {he review of
business plans of Target Enterprises.

EF wishes o conlract the services of the Manager which is willing and able lo
pearform all management roles and functions directed Io the implementntion of
EF's objeclives.

NOW THEREFORE IT IS HEREBY AGREED AS FOLLOWS

-CLAUSE 1 - EXECUTION OF AGREEMENT

1.1

Ihe Manager shall have full powets lo exercise and perform all the duties
and obhigations of the muanagement of EF in accordance with the EF's



N

Regulations, EF's Agreements wilh other parties, and all applicable laws and
regulations and, in parlicular:

a) To make and monilor investments and disinvestiments in Targel
Enlerprises on behalf of EF;

b) To loan EF's funds to PFls for on-lending lo Targetl Enterprises.

In performance of ils duties the Manager shall always act in lthe interests of
EF and shall in parlicular:

a) Adhere lo the Invesiment! Policy Directive allached herelo as Schedule
1 and which shall form part of this Agreement;

b) Make decisions regarding investments and disinvestimenls by applying
a standard internal procedure set up specifically by the Manager and
approved by the EF Council, which approval shall not be unreasonably
witheld, for the purpose of carrying out this Agreement;

c) Seek to apply in b) above a simplified procedure suited to the smaller
size of Target Enlerprises, and to process applications in an .
efficacious manner, endeavouring to make decisions and complete
documentation within a reasonable period.

d) Prepatre, prior lo referring and making an investment, a report on
lechnical and financial informalion of the proposed investmenl! or
disinvestment, including, inter alia,

* historical stalistics and projections of ba!ance sheet, profit and loss
and cash flow slalements;

* markel concept, stralegy and laclics, exisling corporate structure and
organisalion and any proposed reorganisation;

‘ critical aspects of the financial plan, including sources of finance and

laxes;
* risk analysis of the producls, markels, technology and operations;
- management expertisé, licensing and technology arrangéhenls;
© investment incentives being sought;
® polential and inlended exil routes and a timeframe for selling the

investment or recovering the loan;



¢ a limetable for the investmen! of funds and details of existing.and
polential other investors.

c) Carry ol EFF’s undertakings wilh respect to the Memoranduin of
Understanding with BDPF, in particular {o parlicipale in the BDPF
Advisory Group.

f) Prepare reports on EF's operations as required to be submilted to
MFEP/EC.

CLAUSE 2 - CEES

21 In consideralion for the services performed herein the Manager shall be pard
the following fees by EF:

a)

b)

d)

e)

I

A Flal Fee at the beginning of each year equivalent to one
percent (1%) of the total grant funds for investiment commilled
to EF and no less than Ecu 35,000 per annum;

- A Flal Fee at the beginning of each quarter equivalent to one

point two five percent (1.25%) of the tolal funds directly invested
by the Manager;

A Flal Fee at the beginning of each quarter equivalent to poni
five percent (0.5%) of the total funds loaned to the PFlI's;

A Fronl End fee on commencement of this Agreement of Ecu
35,000 in respec! of costs incurred by the Manager for the
recruitment, equipping and eslablishment of staff to perform the
Manager's obligations under Lhis Agreement; .

An incenlive fee paid as soon as possible afler the presenlalion
of EF's annual audited accounts to members of EF equivalent to
fifleen percenl (15%) of the amount by which audited net assels
of EF exceed the performance targel as defined in Clause 2 2
below.

All fees payable hereby shall be paid in Cedis al the exchange rate ruling on the
dale of the payment. Unless otherwise agreed, the exchange rale shall be that
shown in the Official Journal of lne European Communities for the month in which
the payment takes place. .
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2.4

The Peformance Targel of EF shall be delermined by the value of audiled
nct assets at lhe date of the determinalion, and is found by increasing the
Cedi equivalent of monies paid into the fund, from the date lhe monies are
paid into the fund up the date of the delermination, by three quarters of the
increase in the Combined Consumer Retail Price Index as issued monthly by
lhe Ghana Slalistical Service. This amount shall be cerlified by EF's
audilors. “If EF subsequently review ils Investment Policy Directive such as to
reduce the Performance Target defined therein, the Performance Targel as
defined in this Agreement shall be amended accordingly.

Cach paymemnt of lees lo the Manager shall be authorised by two of the
ordinary members of the the EF, and wilhin len days after prior notificalion 1o
each of GOG and EC

A statement of lotal fees paid to the Manager in any accounting year shall be
allached to the annual audiled accounts of the EF for thal year and shall be
the subjecl of a separale report to the members of the EF by the auditors of
the CF who shall confirm that in their opinion, the amounts paid were properly
calculaled and payable hereunder.

CLAUSE 3 - COSTS -

3.1

3.2

The following direct cosls are to be borne by the Manager:

a) All satary costs of the Manager's employees;
b) All working expenses incurred by these employees (fravelling, meals,
elc.);
~
c) All investment requirements, both in terms of human resource

investments, as well as physical premises, office equipment, data
processing equipment elc.;

d) All allorney, lax édvisory‘ accountant, consultant, or any other external
service costs, when these cosls have been incurred in matlers related
only to affairs of the start-up and operational aclivily of the Manager;

The following direc! costs are to be borne by EF:

a) All legal, documentary, tax advisory, accounlancy or consullancy cosls
directly incurred in conneclion with investment in the Target
Enterprises. When they are incurred with Targel Enterprises that EfF
does not ullimately invest in, these costs will be allocated to a special
account of non-successful investiments;

{‘}}



L) All allorney, lax advisory, accountancy, consultancy or any other
external costs, when these costs are related Lo the slanl up and
establishment of EF, and the subsequenl independent financial and
technical audils of CF-,

c) All meeling expenses of EF's Board of Directors and Members,
company secretarial fees, public relations cosls and such other cosls
as may be agreed by the Directors of EF from time to time subject lo
EF's annual operaling budget, as defined in Clause 4.2.

d) All sales taxes, dulies and olher taxes incurred by EF.
All these costs will be incurred during the normal aclivity of the Manager and

will be billed direclly lo EF. A quarlerly report with all these incurred
expenses will be distributed to the EF Council,

CLAUSE 4 - MANAGER'S AUTHORITY AND OBLIGATIONS

41
[ ]

Manager's Authorily

In furtherance of the management dulies of the Manager, the Manager will be
and by the termis hereof deemed aulhorised and empowered subjecl o the
lerms of this Agreement, to carry out and implement any and all of the
purposes and objeclives of EF and without limiling the generalily of the
foregoing

a) to enler inlo consulling agreements wilh oulside experls to assist the
Manager in the performance of the Manager's duties;

b) to employ independent atlorneys, accountants, consultants, advisors,
appraisers or such olher persons as the Manager may deem
necessary or advisable, provided thal compensation to be paid by EF
to such persons is not in excess of normal and reasonable rates for
the services performed;

c) to open, maintain and close bank accounts in Cedis or any other
currency as the Manager shall deem appropriate and lo draw cheques
and olher orders {or the payment of money;

d) to enter inlo, make and perform such contracts, agreemenls and other

underiakings and lo do such other legilimale acts as the Manager may
deem necessary for the conduct of the business of EF including,

o



without in any manner limiting the generality of the foregoing,
contracts, agreements, underiakings and transactions with any persan,
firm or corporation having any business, financial or other relationship
wilh the Manager; provided, tiowever, that such transactions with
related persons shall be disclosed to the EF Council and shall be on
terms no less favourable lo EF lhan are generally afforded {o
unrelated third parties in comparable transactions;

e) to enter into and administer loan agreemenls with PFls lo wholesale
EF's funds lo these PFls to on-lend lo Target Enterprises;

f) to manage EF’s allairs, including maintaining supervision of EF's

’ porliolio, investigaling suitable invesiment opportunilies for EF, and
perorming all administrative funclions including acling as custodian
for EF's assets, and the filing and registering of such information and
returns and the taking of such other action as is required of EF under
Ghanaian law;

g) with specific authorily of the EF Council, to commence or defend
litigation that perlains to EF or any of its assels.

42 Restrictions on the Manager's Authorily

The Manager shall consull with, and be guided by, the EF Council in respect
of the following:

a) The Manager shall present an annual operating budgel to the EF
Council for approval. If in the course of the year, the Manager deems it
necessary {o exceed the operating budget by more than an amounl set ~
by the EF Council, the Manager will consull with the EF Council and
obtain their approval before making such expendilures.

b) The first operating budge! shall cover the period to 31 December 1985
and shall be presenled to the EF Council within 30 days of the date of
this Agreement.

c) The Manager shall not incur, assume or permit o exist any
indebtedness on behalf of EF, nor creale any mortgage, charge,
pledge or otherwise encumber any properly or assels of EF; excepl in
so far as is approved by the EF Council.

43 Reporting by the Manager

1 3.1 The Manager shall keep the EF Council fully informed, both orally and in



wriling on all mallers which should properly be brought to its atlention. .
Without limiting the generality of the foregoing, the Manager shall provide lo

the EF Council:

a)

b)

c)

d)

e)

within forty five days afler the end of quarler of EF's financial year, a
report on the operational progress and prospects ol EF's business al
the end of such quarter, which repori shall include (but shali not be
limited {o):

i) a summary of all investment opporlunilies received directly by
EF, and of all investments made bolh by EF and by the PFlis,
noting how these relale to the Investimenl Policy Directive;

i) a descriplion of the activities of Ihe Manager during the period

iii) an oulline of the {uture invesiment and managemenl policies
and plans; )

within forly five days afler the end of each half of EF's financial year:

i) a reporl detailing the performance of the investimenls of EF
during the hall year;

ii) a report on actual operaling expendilures compared to
budgeled expenditures;

iii) a cash flow forecasl, including projections for each ensuing six 4
months of EF's liquidily siluation and funding requirements;

iv) an unaudited profit and loss account and income slatement for
the half year, a balance sheel showing EF's slate of affairs at
the end of such half year, together with a valualion report of ils
assels;

at least one month before the beginning of each financial year of EF, a

budget for the forthcoming year for approval by the EF Council;

forthwith on receipl thereof, copies of any report or communication
received from the auditor of EF relating to its financial position or
affairs;

forthwith on request, such further information regarding EF's
operations and affairs as lhe EF Council may reasonably require.



1.3.2 The Manager shall do everything within its power to ensure thal the EF
Council receive as soon as possible afier (and al the lalest within three
months after) the end of each financial year of EF, copies of the auditors’
teporl therein and any document referrced to therein.

1.3 3 Al wrillen reports and all accounls lo be provided hereunder shall be in a
toum satisfaclory to the EF Council.

1.4 Monitoring and Evalualion by the MFEP/EC

The Manager shall prepare such reporls as directed by the EF Council to
subimnit to the MFEP/EC as required under the MFEP/EC's grant agreement
with EF, and to facilitate inspeclion {rom time lo time of EF's premises,
property and assels and ils books of accounts and records by represenlatives
‘of the MFEP/EC.

CLAUSE S - TERM OF AGREEMENT

5.1 The initial term of this Agreement shall be four years from the date this
Agreemenl becomes effective.

6.2 Notwithstanding Clause 5.1, the following shall conslilule a breach of this
Agreement and excepl as olherwise provided shall enlille the non-breaching
parly lo itnimediately terminate this Agreement:

1) either party shall fail to perform or observe any material obligation
conlained herein and any such failure remains unremedied for ninely
days afler wrillen nolice thereof shall have been given to the ~
breaching party by the non-breaching parly;

or

i) either party (a) shall be adjudicated a bankrupt or insolvent or admil in
wriling ils inability lo pay its debts as they mature, or make an

assignmenl for the benefil of creditors; or (b) shall {ail generally lo pay
ils debls as such debls become due and payable; or (c) shall apply for
or consent to the appoiniment of any receiver, trustee, custodian or
similar officer for il or for all or any subslantial part of its property; or
such receiver, truslee, custodian or similar officer shall be appointed
without the application or consent of such party and such appointment
shall continue undischarged for a period of sixly days; or (d} shall
institute (by pelilion, applicalion, answer, consent or otherwise) any
bankruplcy, insolvency, reorganisation, arrangement, readjustment of

8
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debt, dissolution, liquidalion or similar proceeding relating lo it under
the laws of any jurisdiclion; or any such proceeding shall be instituled
(by petition, application or otherwise) against such parly and shall
remain undismissed for a period of sixty days.

Notwithstanding Clause 5.1, either party may elect to terminale this
Agreement on the forth anniversary of the date this Agreemen! becomes
elfeclive, by issuing 60 days nolice in writing, if at thal dale less than the
equivalent of Ecu 1.4 million has been invested by EF in Target Enterprises
either directly or through PFls.

in the event that EF's grant agreement with MFEP/EC is terminaled before all
grant funds are disbursed, bolh EF and the Manager shall review their
obligations under this Agreement and either parly may elect lo terminate this
Agreement

In the evenl of lermination of this Agreement, the Management Fees for any
partial year shall be proraled on the basis of the ratio that the total number of
days in that year during which this Agreement was in effect bears to 365. if
this Agreement comes to an end during the course of a year the Manager
shall refund to EF an appropriate proportion of the Managemenl! Fees paid in
advance. .

Notwilhstanding Clause 5.1 above and Clause 3.4 of the Joint
implementation Memorandum No.3, the Manager may require a revision of
the fees for the services performed under the present agreement al the end
of each year of operation.

CLAUSE 6 - FORCE MAJEURE ' ~

61

The Manager shall not be considered in default in the performance of his
duties under this Agreement if such performance is prevented or delayed by
war, hostlilities, actual or reasonably apprehended acts of vioclence, slrikes,
accidents, acls of God or any other cause outside the conlrol of the Manager.

CLAUSE 7 - CONDITIONAL NATURE OF AGREEMENT

7.1

This Agreement shall not come into effect until the prior fulfilment of the
following condilions precedent:

(a) The EF signs a granl agreement with the GOG and EC under which it
receives funds from the Small and Medium Enterprises Development
Programme;



(b) Receipt by the Manager of (he first payment of Management Fees due
under Clause 2.1(a) of this Agreemenl.

If any of the condilions listed in Clause 7.1 shall nol have been fulfilled belore
the expiry of ninety days from the date hereof, any obligations of the parly of
the parties then subsisling under this Agreement shall cease, unless bolh
parties agree olherwise,

CLAUSE 8 - LIMITATION OF LIABILITY

8.1

8.2

The Manager, ils officers, employees or agents shall not be liable for any loss
or damage EF may suffer otherwise than through gross negligence,
dishonesty, fraud, wilful neglect or defauit on the part of the Manager, its
officers, employees or agents.

No claim of whatever nalure arising out of or connecled with or relaled to the
performance or non-performance by or on behalf of the Manager, its officers,
employees or agents, of any obligalion under this Agreement shall be
brought against the Manager, ils officers, employees or agents more than
twelve months after the end of the Contract Period.

CLAUSE 9 - INDEMNITY

8.1

EF shall keep the Manager, ils officers, employees and agents indemnified

against all actions, claims, cosls and proceedings arising as a result of or in
connection with the performance by the Manager of ils duties and obligations
hereunder except where such aclions, claims, costs and proceedings are in
respecl of the gross negligence, dishonesty, fraud, wilful neglect or default of

the Manager, its officers, employees or agents. . ~

* CLAUSE 10 - SERVICES TO OTHER COMPANIES

10.1

10.2

10.3

10.4

The Manager may provide management! services and olher services o any
company PROVIDED THAT the provision of such services by the Manager to
such companies does not cause a conflict of interest with the duties and
obligations of the Manager hereunder.

The Manager shall be entilled o retain for itself any fees, commissions and
remuneration earned by the Manager from the services it provides to
companies other than EF in accordance wilh Clause 10.1.

The Manager shall not be entitled to receive fees from any Targel Enterprises
or PFls in conneclion with any investment by or monies from EF.

Nothing in this Agreement shall prevent the Manager from making, or acting
on behall of olher parties that wish to make subsequent investments in

10
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Targel Enlerprises, providing this is fully disclosed to the Board of EF and
does not conflict with EF's interests in the relevanl Target Enterprise.

Nothing in this Agreement shall prohibit or prevent the Manager from
promoting and or managing venlure capital or other funds other than EF and
EF's Funds.

CLAUSE 11 - MISCELLANEQUS

11.1

11.4

11.5

EF and the Manager are nol parlners or joint venturers wilh each other, and
nothing herein shall be construed lo make them such partners or joint
venlurers or impose any liability as such on any of them.

No parly may assign any or all of its righls under this Agreement without lhe
wrillen consent of the other party hereto.

Every provision of this Agreement is inlended lo be severable. If any term or
provision hereof is found lo be illegal, invalid or unenforceable for any reason
whalsoever, such illegality, invalidily or unenforceabilily shall not affecl the
validily of the remainder of this Agreement.

The laws of Ghana shall govern the validity of this Agreement, the
construclion of its lerms and the interpretation of the right and duties of lhe
parties.

‘Excepl as required lo enable the Manager to carry out its obligations

hereunder, the Manager shall not during or afler the term of this Agreement,
excepl with the wrilten consent of the Directors of EF, disclose to any third
partly any information of a confidential nalure relating to the business or
affairs of EF or any person or enlity with which EF has dealings which may
come to the knowledge of the Manager during the term of this Agreemenl

11
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IN WITNESS WHEREOF, lhis Agreement has been executed by the parties as of

the dale first above wrillen

Address, for Nolices: (L:/S"“"“’\J" Nl o S L -
J Mo B«'L H"OM"- -
P-C’~e—o)< A2 A-C'U_A‘

..............................................................

ENDORSED BY

T Y

/

MINISTRY OF FINANCE HEAD OF DELEGATION OF
AND ECONOMIC PLANNING THE EUROPEAN COMMISSION

~ AND NATIONAL AUTHORISING . IN GHANA
OFFICER FOR EDF '
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SCHEDULE 1 - INVESTMENT POLICY DIRECTIVE

SECTION ONE - GENERAL INVESTMENT POLICY

1.1 Objective

EF's principal invesiment objective is to provide finance o assist the long
term growth of Ghanaian companies (Target Enterprises) with potential for
growth and for profitability which meet the criteria for Target Enterprises
defined in 1.2 below. This objective may be achieved through direcl
investment of EF funds in Target Enterprises or through EF funds being
channelied through PFis.

1.2 Tarqget Enterprises

The criteria for selection of Targel Enterprises will be, in general, that the .
companies are independent' Ghanaian businesses with potentlial for growth
and profitability which require modernisalion and expansion capital and in
particular:

a) Have total net assets® before financing of the equivalent of 15,000 -
120,000 Ecus and require term financing in the range 15,000 - 80,000
Ecus for fixed assets and working capital (the acquisition of luxury
items is excluded).

b) Are engaged in aclivities which add value through processing or
exporting and are not environmentally damaging. This will include
most manufacturing and service aclivilies except retailing, broking,
advertising, real estate agencies and importing of goods for resale.
Also excluded are enterprises engaged in activities related {o arms

and tobacco.

c) Are established as limited liability companies with current audited
accounts and have a constituted Board of Directors.

d) Have management in place with an established track record.

e) Have a clear potential either for implementing a technology
appropriate for Ghana's development or for achieving market

1w . . P - . . .
independent™ means campanics whase wain activily is not an integral part of a Jarger operation carried on
by 2 praup of campanics with common ownership,

? "nct assets™ means fixed asscls plus current asscts fess current liabilitics less long term linbilities. The value
af cxisting assets will be taken from the last audited balance sheet translated (o0 ecus at the prevailing riate at

date of balance sheet.



f)

penetration/expansion for a product or service with above average
potential for growth and profitability.

Generate increased employment and meet one or more of the
following general development criteria: make use of local raw
materials; are preferably located outside Greater Accra; will result in
increased opportunities for staff training; will bring clear benefits to
employees and to local communities.

Seed financing, investments in start-up companies, management buy-outs,
privatisations and turn round opportunities are not excluded but should be
approached with caution.

1.3 General Rules for Direct and Indirect Investments

" The investments made in Target Enterprises by EF and the PFls should meet
the following criteria:

a)

b)

The minimum investment should be (in 1993 terms) approximately the
equivalent of 15,000 Ecus and a maximum of the equivalent of 80,000
Ecus. These levels should not be considered absolute and funds may
be committed for smaller amounts at the discretion of the Manager and
for larger amounts with the approval of the EF Board.

Funds will normally be provided to Target Enterprises in cedis excepl
where a Target Enlerprise is generating foreign exchange, wishes to
and is able to bear the foreign exchange risk.

EF and the PFlis will favourably consider investment opportunities
brought to it through the proposed Business Development Planning

Fund but will be under no obligation to make the investment.

SECTION TWOQ - RULES FOR INDIRECT INVESTMENT

21  EF will'on-lend funds to PFis on a long term basis on the following basis:

a)

b)

EF will charge PFls a lower interest rate (initially either to be set as
80% of the 3 month Treasury Bill rate or as the rate of inflation®,
whichever is the higher);, and will charge the same interest rate to all

PFls.

EF will require the PFls to on-lend to Target Enterprises at a rate not
in excess of interest rates charged by the PFls to their other clients.

Cate of mfation” means the combined consumer price index issucd monthly by the Ghana Statistical Oftice

l



SCHEDULE 1 - INVESTMENT POLICY DIRECTIVE

SECTION ONE - GENERAL INVESTMENT POLICY

1.1

12

Obijective

EF's principal investment objective is to provide finance to assist the long
term growth of Ghanaian companies (Target Enterprises) with potential for
growth and for profitability which meet the criteria for Target Enterprises
defined in 1.2 below. This objective may be achieved through direct
investment of EF funds in Target Enterprises or through EF funds being
channelled through PFls.

Target Enterprises

The criteria for selection of Target Enterprises will be, in general, that the.

companies are independent’ Ghanaian businesses with potential for growth
and profitability which require modernisation and expansion capital and in
particular:

a) Have total net assets® before financing of the equivalent of 15,000 -
120,000 Ecus and require term financing in the range 15,000 - 80,000
Ecus for fixed assets and working capital (the acquisition of [uxury
items is excluded).

b) Are engaged in activilies which add value through processing or
exporting and are not environmentally damaging. This will inciude
- most manufacturing and service activities except retailing, broking,
advertising, real estate agencies and importing of goods for resale.
Also excluded are enterprises engaged in aclivities relaled to arms

and tobacco.

c) Are established as limited liability companies with current audited
accounts and have a constituted Board of Directors.

d) Have management in place with an established track record.

e) Have a clear potential either for implementing a technology
appropriate for Ghana's development or for achieving market

' “independent” micans companics whose main activity is nol an intcgral part of a larger operation carricd on
by a group of companies with common ownership,

3 . g o 3 ega_w -
¥ *net assets” means fixed assets plus current asscls less current Hiabilities less long term liabilitics. The value
of cxisting asscts will be taken from the last audited balance sheet translated 1o ccus at the prevailing rate at

date of balance sheet.



1.3

f)

penetration/expansion for a product or service with above average
potential for growth and profitability.

Generate increased employment and meet one or more of the
following general development criteria: make use. of local raw
materials; are preferably located outside Greater Accra; will result in
increased opportunities for staff training; will bring clear benefits to
employees and to local communities.

Seed financing, investments in start-up companies, management buy-ouls,
privatisations and turn round opportunities are not excluded but should be
approached with caution.

General Rules for Direct and Indirect Investments

The investments made in Target Enterprises by EF and the PFls should meet
the following criteria:

a)

b)

c)

The minimum investment should be (in 1993 terms) approximately the
equivalent of 15,000 Ecus and a maximum of the equivalent of 80,000
Ecus. These levels should not be considered absolute and funds may
be committed for smaller amounts at the discretion of the Manager and
for larger amounts with the approval of the EF Board.

Funds will normally be provided {o Target Enterprises in cedis excepl
where a Targetl Enterprise is generating foreign exchange, wishes (o
and is able {o bear the foreign exchange risk.

EF and the PFlIs will favourably consider invesiment opportunities
brought to it through the proposed Business Development Planning
Fund but will be under no obligation to make the investment.

SECTION TWO - RULES FOR INDIRECT INVESTMENT

EF will on-lend funds to PFis on a long term basis on the following basis:

2.1
a) EF will charge PFls a lower interest rate (initially either to be set as
80% of the 3 month Treasury Bill rate or as the rate of inflation®,
whichever is the higher); and will charge the same interest rate to all
PFls.
b) EF will require the PFls to on-lend to Target Enterprises at a rate not
in excess of interest rates charged by the PFls to their other clients:
! "m;c Qr inflation™ mecans the combined consumer price index issued monthly by the Ghana Statistical OfTice
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3.2

as a result of ope{'ating difficulties and/or inadequate financial
structures. Such investment opportunities are not excluded from EF's
activities but they should be subjected to detailed scrutiny.

Where EF is providing term loans to Target Enterprises the average interest
rate charged over the life of the loan will not exceed market rates, although
the rales may be varied to relate to the performance of the target company in
order to reduce the interest burden in the early stages.

SECTION FOUR - PERFORMANCE TARGETS

4.1

E£F accepts that in order to achieve its investment aims, net returns earned on
funds invested may be less than the rate of inflation. in making both direct
and indirect investments, the Manager should aim to:

a)

b)

Invest all EF's available funds within four years from ils starl of
operations. :

Ensure that EF's funds increase by al least 75% of the rate of
inflation in cedi terms. (It is noted that in the case of equity
investments, the carried value on the balance sheet may not reflect
their current value, in accordance with prudent rules of accounting.)

SECTION FIVE - PORTFOLIO ADMINISTRATION OF DIRECT INVESTMENTS

5.1

The underiying principles of EF's portfolio administration practices shall be:

a)

b)

<)

d)

e)

Within the constraints of EF's approved annual budgets for overhead
and consulting services expenditure levels, maximum attention should
be given {o the protection and development of EF's assets.

EF will not seek to recover from Target Enterprises the costs of

investment nor any costs of assistance provided by EF.

The level of resources devoted to ailing ventures should be closely
monitored, and the Board of EF should be promptly informed of all
such cases and consulted on the advisabilily of wriling-down or
writing-off any such investments.

To facilitate a hands-on approach towards successful investment
ventures, EF should require regular reporting of operating results,
financial position and marketing prospects as well as audited annual
accounts from all investment ventures. However, some modification of
this requirement may be necessary in the first year of a start-up

_ company.

EF should reserve the right to require each target company to appoint
auditors accepiable to EF.



SECTION THREE - RULES FOR DIRECT INVESTMENT OF FUNDS BY THE

<)

d)

e)

f
g)

EF will normally on-lend lo PFis in cedis, unless agreed otherwise with
the PFis, and EF will require that the PFls finance lhe Target

. Enterprises in the same currency.

The PFis will report quanterly 1o the Manager.

The PFIs make the decision to invest in Target Enterprises and also
take the credit risk. The Manager is responsible for monitoring the
PFis adherence o this Investment Policy Direclive.

Unless otherwise agreed the number of PF(s will be limiled o four.

EF may on-lend up to 60% of its total funds o participaling financial
inslitutions (PFlIs). The proporiion of funds on-lenl may be increased
in the even! of strong demand from the PFis or {imited opporiunilies
arising for direct invesiment.

MANAGER

3.1

With a view to establishing a good quality portfolio and a prudent spread of
risk, the {ollowing invesiment rules will be observed:

{a)
)

(c)

(d)

(e)

n

investments may be by way of ordinary share participation, or by use
of such other invesiment instruments available under the laws of
Ghana which may include term loans and/or guaraniees lo Target
Enlerprises upon suitable securily.

EF will nol finance more than 70% of the assets of any target
company.

EF's goal is not to assume or develop a controliing inlerest in its
Target Enterprises, although occasionally such positions may develop.
EF's initial equily invesimenl in a company therefore should not
exceed forly (40) percent of the lolal equity, or carry more than forty
(40) percent of the voled normally exercisable at general meetings.
EF should be safeguarded againsl any circumstances arising which
might result in EF hoiding a majority interest in a target company.

Not more than 5% of EF's tolal funds, valuing investments at cost,

. shall be invested in one company.

Not more than thirty (30) percenl of EF's total funds for direct
investments, valuing invesiments al cost, may be invesled in a
particular producls sector (e.g. horticulture, pharmaceulical, fish
processing etc).

f{ is recognised thal a number of profitable investmen! opportunities
may arise {rom existing companies that are in a poor liquidity position

\/\A\
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1) EF should where appropriale have the right to Board representation in
all Target Enterprises, this right lo be exercised at the discretion of EF.

Q) For each target company, the Manager will appoint a staff member (0
act as invesimenl manager who will make periodic visils to the target
company and report upon the physical and financial progress and
prospects of the company's operations.

h) EF should reserve the right to carry oul investigations inte any aspect
. of a targel company’s aclivities and affairs at any time.

SECTION SIX - SALE OF DIRECT INVESTMENTS
6.1 EF's financial performance will arise from the realisation of capilal gains {rom

the sale of shares in Target Enlerprises as well as the payment of inleres! on
loans. The realisalion of gains at the optimum time will be an essential

element (o the maximisalion of funds available for re-invesimen! in new

opportunities,

6.2 Inthose cases where an investmenl venture does nol meel its original growlh
and profitability expeclations and where the prospects for achieving those
objectives are not good, careful consideration should be given to the limely
liquidation of EF's invesiment in order that funds can be re-invested in
vantures with betler prospects.

6.3 When disposal of an investment is under consideration the full range of
marketl mechanisms for valuing and promoting such {ransactions should be
explored. In appropriale cases, EF may enter into subscription agreements
that would give purchase options to EF. In such cases, a basis for share
valuation should preferably be included in the subscription agreement,

ECTION SEVEN - 1 STMENT OF IDLE FUND

7.1 The aim in managing idle funds will be to achieve the greatest possible
retumns consistent with maximum security and sufficienl liquidily lo meet
investment and operating requirements.

SECTION EIGHT - PROCEDURE FOR AMENDMENT

B.1  This Investment Policy Direclive will be reviewed by EF at the end of its
second year of operations. Any amendments to this directive at this time, or
at any other time, will require the approval of the Delegate of the Commission
of the European Communities in Ghana and the National Authorising Officer
of the Ministry of Finance and Economic Planning and the Manager laking
into account the views of the PFis,
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JOHN MAWULI ABABIO
P.OBOXC 274
CANTONMENTS POST COMPLEX
ACCRA
Office tel: 66.61.65/66.74.86
Home tel: 77.75.84
Fax: 233393

BACKGROUND SUMMARY

12 years of results oriented experience in project and trade finance, encompassing financial
analysis, preparation of legal documentation, consulting and advisory services, preparation of
economic intelligence reports and new business development.

March 1994 -
Present

June 1991 -
March 19384

EXPERIENCE

VENTURE FUND MANAGEMENT COMPANY (VFMC), ACCRA
General Manager

VFMC are the Managers of the Ghana Venture Capital Fund (GVCF), the first
venture capital company in Ghana. GVCF is capitalized at USD 6 million and
invests in new and expanding Ghanaian businesses. VFMC also manages the
Enterprise Fund (EF), 2 ECU 3.5m facility for small and medium sized
businesses.

AFRICAN DEVELOPMENT BANK, ABIDJAN COTE D’'IVOIRE

Private Sector Development Unit
Principal Investment Officer, {Central, East Africa and Indian Ocean)

Position involved identification, analysis, appraisal, structuring and

negotiation of private sector projects including supervision of legal and

technical officers involved in project development, providing financial

advice to clients, preparation of appraisal reports and Investment Proposals to
ADB's board and supervision of bank investments in regional member countries
{RMCs). The position involved substantial trave! and frequent contact with other
financial institutions and senior govemment officials and business personalities

in RMCs.
Completed projects

- USD 15 million fishing project in Senegal. Project completed October
1982

- USD 10 million agro processing project in El Jadida Morocco. Project
completed December 1991

- Complete appraisal for USD 160 million paper mill project , Kenya
Proposed Bank investment USD 10 million



CURRICULUM VITAE

NAME s NEUSTADT WILLIAM AMARTEIFIO
DATE OF BIRTH : I

PLACE OF BIRTH : ]

PRESENT POSITION '

AND EMPLOYMENT: BUSINESS ADVISER/PROJECT ANALYST

CURRENTLY ACTING COORDINATOR,
CONSULTANCY AND EXTENSION SERVICES
EMPRETEC GHANA FOUNDATION

EDUCATIONAL QUALIFICATIONS

1982 - UNIVERSITY OF SCIENCE AND TECHNOLOGY, KUMASI
BSC. DEVELOPMENT PLANNING

OTHER TRAINING

DATE DURATION  INSTITUTION AREA OF TRAINING
1954 3 MONTHS ~ GHANA INSTITUTE OF MANAGEMENT CERTIFICATE IN PROJECT
' AND PUBLIC ADMINISTRATION PLANNING AXD
IMPLEMENTATION
GIMPA, GREENHILL
1987 2.5 MONTHS  ENTREPRENEURSHIP DEVELOPMENT A C CR ED I TE D
ENTREPRENEURSHIP
TRAINER/
INSTITUTE OF INDIA (EDI-I) MOTIVATORS COURSE
AHMEDABAD, INDIA
1990 1 MONTH MANAGEMENT DEVELOPMENT AND ~ CERTIFICATE IN PROJECT
& PRODUCTIVITY INSTITUTE, ACCRA  APPRAISAL !
1992 6 MONTHS ~ JAPAN INTERNATIONAL CONSULTANCY SERVICE
FOR
COOPERATION AGENCY JICA, SMALL AND MEDIUM
NAGOYA, JAPAN INDUSTRIES
1994 5 DAYS
WORKSHOP ~ EMPRETEC/APDF CONSULTANCY SKILLS
ENHANCEMENT (BUSINESS
. PLAN DEVELOPMENT)
1994 4 DAYS
WORKSHOP ~ EMPRETEC NEGOTIATIONS WITH

FOREIGN COMPANIES

1995 5 DAYS



10.

11.

CREDITLINE FOR SMALL ENTERPRISES.1989

~
~

MEMBER OF 2-MAN TEAM WHICH CO-ORDINATED UNDP SPONSORED NATIONAL SURVEY
OF SMALL SCALE INDUSTRIES IN THE NORTHERN AND UPPER REGIONS. 1989

REVIEWED EMPRETEC IN KANO,NIGERIA AND RECOMMENDED ITS
SUITABILITY/MODIFICATION FOR GHANA 1989.

RESPONSIBLE FOR INSTALLATION OF EMPRETEC PROJECT IN GHANA,AS LOCAL
COUNTERPART FOR UNCTC MISSIONS ,RECRUITMENT OF DIRECTOR AND ESTABLISHMENT

OF PROJECT OFFICE ETC. 1990.

MEMBER OF 2-MAN DELEGATION TO UK LED BY EXECUTIVE DIRECTOR OF NBSSITO STUDY
BUSINESS INCUBATORS WITH UNDP SPONSORSHIP. 1990

REVIEWED AND RECOMMENDED *YOUTH ENTERPRISE DEVELOPMENT INITIATIVE® IN

GAMBIA .
‘AND COLLABORATED WITH HEAD OF STATE AWARDS SCHEME IN GHANA TO INTRODUCE

JUNIOR ACHIEVEMENT IN GHANA(ENTERPRISE EDUCATION FORSECOND CYCLESCHOOQLS).
ALSO IDENTIFIED PROJECT COORDINATOR. 1993 )

DEVELOPED PROPOSAL FOR THE ESTABLISHMENT OF BUSINESS AND TECHNOLOGY
INCUBATOR IN KUMASILSUBMITTED FOR FUNDING BY WORLD BANK( STILL UNDER

CONSIDERATION) 1995

DEVELOPED PROPOSAL FOR THE INTRODUCTION OF ENTREPRENEURSHIP EDUCATION IN
UNIVERSITY SYLLABUS.PROPOSAL NEGOTIATED AND ACCEPTED BY UST KUMASI 1993

NEGOTIATED WITH YOUTH ENTERPRISE SERVICE INTERNATIONAL FOR EMPRETEC TO
MANAGE YOUTH ENTERPRISE FUND TO BE ESTABLISHED IN GHANA. 1995

CURRENTLY OFFICER IN CHARGE OF INSTALLING THE TECHNOLOGY AND ENTERPRISE
FUND COMPONENT OF FPRIVATE SECTOR DEVELOPMENT SPONSORED BY WORLD
BANK ALSO OFFICER IN CHARGE OF INSTALLING BUSINESS DEVELOPMENT PLANNING
FUND SPONSORED BY EUROPEAN UNION.

MEMBERSHIP OF ASSOCIATIONS

‘4

GHANA ASSOCIATION OF CONSULTANTS(G.A.C.)

EMPRETEC BUSINESS FORUM (E.B.F.)
(VICE PRESIDENT, 1991)

OAA 1975 YEAR GROUP
(PRESIDENT 1994)
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A. PERSONAL INFORMATION:

2 '. . NAME . ) o wh e e f : .“-'*‘o“"i-“f!“"tr 2 ;

SURNAME: KHOUI OTHER NAMES: JACOB KWAME
2. ; pateoFeRrTH: I 3. AGE: 28
4 SEX MALE 5. MARITAL STATUS: SINGLE

6. °  NATIONALITY: GHANAIAN

7. POSTAL ADDRESS: SHELL GHANA UMITED
F.0. BOX 1097, ACCRA

8. TELEPHONE (OFFICE): 664636, 867671

B. E[.D}UCATIONAL BACKGROUND:
9 SECONDARY EDUCATION:
(1)  KRACH! SECONDARY SCHOOL 1977-1982 GCE 'O‘LEVEL«
'i ' Q) TAMALE SECONDARY SCHOOL 1982-1984 ‘GCE ‘A'LEVEL
10 UNIVERSITY EDUCATION:
SCHOOL OF ADMINISTRATION

UNIVERSITY OF GHANA 1886-1889 B.SC (ADMIN)
LEGON ACCOUNTING

11. PROFESSIONAL QUALIFICATION.

INSTITUTE OF CHARTERED JULY CA
ACCOUNTANTS (GHANA) 1994 GHANA

72.: COMPUTER TRAINING: IN-HOUSE (SHELL) TRAINING
- (& HANDS-ON EXPERIENCE} IN LOTUS 1.2.3, MICROSOFT. WINDOWS -

WORD & EXCEL .

-

C. W(:DRKING EXPERIENCE

:13j-] ' KRACH! SECONDARY SCHOOL 19841986  BUSINESS SUBJECTS
i ' TEACHER ~

3
i BEST AVA!LABLE COPY
| | \
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. 14, MINISTRY OF FOREIGN AFFAIRS 1989-1990 ACCOUNTS OFFICER

15.  KPMG PEAT MARWICK OKOH & CO. 1990-1991  TRAINEE
ACCCOUNTANT

16. SHELL GHANA LTD 1981 TO PRESENT FIXED ASSETS

FINANCIAL
ACCOUNTANT
(1993 TO DATE)

MANAGEMENT
i ACCOUNTANT
: DESIGNATE
(FROM FEBRUARY 1895)

D. REFEREES:

1. KOBENA ANDAH
FINANCIAL CONTROLLER
SECURITIES DISCOUNT COMPANY LTD
CITY BUILDING
ACCRA.

2. K A TUFFOUH

PARTNER :

. KPMG PEAT MARWICK OKOH & CO. 4 . [
CHARTERED ACCOUNTANTS - .

MOBIL HOUSE

P.Q. BOX 242

ACCRA.
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3 FELIX K SEMAVOR
* FINANCIAL CONTROLLER
SHELL GHANA LTD
P 0. BOX 1097
AGCRA_
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CURRICULUM VITAE

NAME: Eugene Kweku Quayson
DATE OF BIRTH: ]
ADDRESS: P.O. Box 572, Accra

MARITAL STATUS: Married

EDUCATIONAL BACKGROUND

1989 Member of the Institute of Chantered Accountants (Ghana).
1982 Tema Secondary School - A Levels
1980 Mfantsipim Secondary School - O Levels.

WORK EXPERIENCE

1586-

To date KPMG Peat Marwick Okoh & Co.
(Chartered Accountants).
P. O. Box 242
Accra

Position - Deputy Manager

I started work with KPMG as an accounting trainee from March 1986 to
June 1988 ,working under supervision in various capacities. I moved
through the ranks to Senior Trainee Accountant supervising three
trainees on audits.

I was promoted to audit senior in July 1988, when I qualified as a
professional accountant.My responsibilities then included the
supervision of eight trainees and working directly with the audit
partners. In January 1990 I was promoted to Assistant Audit Manager.
My duties have been mainly auditing and the preparation of financial
accounts and internal control reports.In July 1992 1 was again promoted
to Deputy Manager. My role as a member of the management team has
involved the following:



Planning - Human Resource
- Audit and Project Management

These were carried out in a supervisory role. Audit teams are usually
made up of up to eight people for each audit, these will be selected
from a pool of 30 people. This requires the ability to assess a job and
define which skills will be required, carefully manage time spent on the
Jjob and maintain costs.

Accounting - Accounts preparation and review of audit work
done.

My work has involved the preparation of accounts from incomplete
records through to final accounts, computation of tax and other financial
matters. My duties also involve carrying out review analysis of the
financial state of affairs of client companies and reporting on these both
to clients and to Audit Partners.

The role requires involvement with clients at the highest possible
level. These include attending and presenting the auditor's report at
AGM's , and the discussion of audit findings and the recommendation
of solutions.

Major Jobs in the Financial Sector

Over the year's apart from normal audit duties I have been largely
responsible for carrying out Financial Reviews (Special Assignments)
of World Bank Facilities, IDA loans disbursed, specifically Structural
Adjustment Credits (SAC I & II), Transport Rehabilitation Project
(TRP) and African Facility Credits .I have also had the opportunity of
conducting a review of the European Economic Community's Sectorial
Import Programme Auction Facility .

BANKING EXPERIENCE

Manager in charge of the audit of a large scale financial Institution
involving the preparation of financial statements and reporting to the
Board of Directors and the Central Bank. Performing credit reviews of
loans and advances, verifying disbursements from facilities granted by
international organizations and reporting thereon.
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VFMC Administration Notes

. VEMC ADMINISTRATION NOTES
Contents
introduction
1 Legal Framework
1.1  Constitution and Legal Documentation
1.2  Authority of the Manager
2 Accounting, Reporting and Control
21 Reports and Accounts
2.2  Treasury Investments
2.3 Cash Conirol and Recording
2.4  Fixed Assets Control and Recording
2.5  Travel Expenses
2.6  Medical Benefits for Staff
2.7  Staff Loan Policy
3 GVCF Investment Procedures
3.1 Decision-Making Process
3.2  Investment Committee Guidelines
3.3  Due Diligence
3.4 Investment Disbursement and Monitoring

August, 1995



VFMC Administration Notes

VEMC ADMINISTRATION NOTES

introduction

These administration notes are intended to serve as a reference tool for management.
They are subject to change from time to time by the Manager, subject where necessary to
Board authorisation, including the addition of notes on new topics where these are

appropriate.

Mawuli Ababio
Manager

2 August , 1995



VFMC Administration Notes

1 LEGAL FRAMEWORK

1.1 CONSTITUTION AND LEGAL DOCUMENTATION

VFMC is governed by:

Letter dated 7 May 1892 from Dr Botchwey to CDC

GIPC Agreement

the Companies Code

the Securities Industry Law

its Regulations, as amended from time to time

the Shareholders Agreement dated 24 July 1992 as amended
resolutions of the Shareholders

resolutions of the Directors

Technical support from CDC, and USAID grant administration are govermed by the
Management Support Agreement with CDC dated 24 July 1992, as amended.

Relationships with staff are governed by appointment letters and by the laws of the
Republic of Ghana.

GVCEF is governed by

letter dated 7 May 1992 from Dr Botchwey to CDC

GIPC Agreement

the Financial Institutions (non-banking) law - (is still being reviewed)
the Regulations, as amended from time to time

the Shareholders Agreement dated 24 July 1992

Sharesubscription and Shareholder Loan Agreements with investors
resolutions of the Shareholders

Resolutions of the Directors

Management of GVCF is governed by the GVCF Management Agreement and related
documentation.

Management of the Enterprise Fund is governed by the EF Management Agreement
signed between the Enterprise Fund and VFMC on 27 June 1995 and related
documentation.

- 3 August , 1995

o\



VFMC Administration Notes

1.2 AUTHORITY OF MANAGER

1 Introduction -

1.1 The Board of VFMC has delegated to the General Manager its authority to manage
VFMC (and GVCF under the Management Agreement) on the terms set out below.

12 In all cases, the General Manager’s authority is subject to any directions given by
the Board on specific matters, to expenditure and other limits set in budgets approved by
the Board, and to the provisions of relevant shareholders’ resolutions, company
regulations, legal agreements, laws and statutory rules.

2 Employees, Terms and Conditions

2.1 The General Manager has authority within budget expenditure and staff limits
approved by the Board to engage or dismiss non-managerial staff members and to fix or
vary their remuneration and terms of service.

2.2 In the case of managerial staff (excluding the General Manager), decisions to
engage or dismiss staff and to fix or vary their remuneration and terms of service must be
approved in writing by the Chairman or by a Board resolution.

23 In the case of the General Manager, such decisions must be made by a Board
resolution. The normal procedure for setting salary increases will be for the Chairman to
discuss any proposed increase with the General Manager and together or separately with
at lease two other directors, before the relevant Board meeting.

24 Bonus payments, loans or other unusual items (except of the normal Christmas
Bonus to staff other than the General Manager) require the authorisation of the Chairman
or the Board.

3 Other Expenditure and Commitments

3.1 The General Manager shall have authority within budget and other limits set by the
Board, to commit VFMC (and GVCF) to expenditure and other action in pursuance of their
business objectives. The General Manager shall ensure that all expenditure and other
commitments, and his approval thereof, are properly documented and recorded.

3.2 For all purchases costing more than US$5,000 equivalent, the General Manager

shall ensure whenever possible that competitive quotes are obtained and document, and
the reason for the choice noted.

4 August , 1995
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4 Acting General Manager

While on leave or otherwise absent, the General Manager may delegate authority to the
Finance Manager as Acting General Manager, subject to whatever limitation the General
Manager considers suitable.

5 Limitations on General Manager's Authority

51 The General Manager may not without approval of the Board:

(a) borrow money on behalf of the VFMC or GVCF

(b) invest (otherwise than in short term deposits or securities made or acquired
to give temporary employment to idle funds) any funds of VFMC or GVCF

(c) commit VFMC or GVCF to expenditure not covered by budgets approved by
the Board

(d) mortgage, pledge, charge or otherwise encumber any of the property or
assets of VFMC or GVCF

(e give any guarantees or indemnities or extend credit on behalf of VFMC or
GVCF except in the normal course of business

® open or close bank accounts or alter account signature arrangements

(g) commence or defend litigation

(h) enter into any contract outside the normal course of business

U} solicit new investment by investors in GVCF or any other fund managed or to
be managed by VFMC

5.2 In circumstances in which immediate action beyond the General Manager’s authority
is needed, the General Manager may, after obtaining the approval of the Chairman or (if
the Chairman is not available) or two Board members, take the necessary action and incur
any necessary expenditure. The General Manager shall report the circumstances and
action taken to the Board at the earliest opportunity.

5 August , 1995
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2

ACCOUNTING, REPORTING AND CONTROL

2.4

REPORTS AND ACCOUNTS

The following reports are produced regularly:

VEMC

Annual budget
Long-term Estimates
Quarterly Report

Annual Report
Quarterly Action Plan
Cash Report

GVCF

Annual Estimates
Annual Report
Quarterly Report
Statements

Pipeline Report

Cash Report

Deadline

by 30 November
by 30 November
Within 15 days
by 31 March

by start of quarter

Weekly on Mondays

by 30 November

by 31 March

Within 15 days

by 25th of month

Weekly on Monday

Weekly on Monday

Destination

Board
Board

Board
Shareholders

Board,
Shareholders
Registrar

Management

Management

GVCF Board &
Board

Board, Shareholders
Registrars

Board, Shareholders
Bank of Ghana, MFEP
USALID

Borrowers

Management

Management

August , 1995



peemee—y

VFMC Administration Notes

2.2 TREASURY INVESTMENTS

1. GVCF Treasury Investments

GVCF's investment policies require that funds be kept in high quality short or medium term
interest bearing deposits. Funds received from investors in foreign exchange will be keptin
foreign exchange accounts within or outside Ghana.

VFMC Board minute 8/93 authorised the placement of GVCF funds with discount houses
where to do so would eam better rates of interest than otherwise available.

2. VEMC Treasury Investments

VFMC Board minute 7/94 (to be approved at November 1994 Board méeting) reads as
follows:

Treasury Operations

Noted: VFMC may need to develop other activities if GVCF's capital cannot be
increased to a suitable level this year. One possible area of activity is trade
finance. No immediate action is required, but management would like the
freedom to explore this area, in the first instance in a very small way, as an
extension of VFMC's existing treasury operation.

Agreed: Authorise management at its discretion to expand scope of VFMC's
treasury operations, to include short-term commercial notes issued by well
established companies as well as bank accounts and treasury bills. Total not to
exceed 50% of liquid resources.

7 August , 1985 /
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2.3 CASH CONTROL AND RECORDING

1. Introduction

This memorandum which records the cash control procedures used by VFMC staff during
operations. It applies to VFMC's own money, to CDC/USAID grant funds administered on
behalf of CDC, and to GVCF cash handied under the Management Agreement. Separate
guidelines will be required for EF cash administration.

2. Bank Accounts and Signatories

2.1 GVCF Funds

Under the Management Agreement, bank accounts may be opened and closed by VFMC
as manager, but for the avoidance of doubt GVCF's board approval is also sought. A Cedi
account is maintained with Merchant Bank (Ghana) Ltd as well as a US Dollar account with
Barclays Bank of Ghana Ltd, both of which are in the name of Ghana Venture Capital Fund

Ltd.

The signatories to the accounts are Mawuli Ababio and Eugene Quayson, with limits set at:

USS$ current account Uss$ 1,200
Cedi current account Cedis 1,200,000

Amounts exceeding single signatory limits must be countersigned by the other of the two
authorised signatories, or countersigned by any Director except an employee of the bank

concemed.
22 EF Funds

Bank accounts may be opened and closed by VFMC as Manager with the approval of the
members of the EF Council.

Two cedi accounts (grant account and operating account) have been opened with Barclays
Bank of Ghana Ltd. Both of these are in the name of the EF. A forex account will also be

opened in the name of EF.

The signatories to these accounts are Mawuli Ababio and Eugene Quayson with limits set
at:

USS$ current account US $5,000
Cedi current account Cedis equivalent of above

Amounts exceeding single signatory limits must be countersigned by any member of the
EF.

8 August , 1985



VFMC Administration Notes

— . 1

23 VEMC Funds

Bank accounts may be opened and closed with the approval of the Board of Directors.
Appointment of bank signatories also requires approval of the Board.

Venture Fund Management Company Ltd maintains in its own name both a Cedi account
and two US Dollar accounts with CAL Merchant Bank Ltd.

The signatories to the accounts are Mawuli Ababio and Eugene Quayson, with limits set at:

US$ current account US$ 1,200
Cedi current account Cedis 1,200,000

Amounts exceeding single signatory limits must be countersigned by the other of the two
authorised signatories, or countersigned by any Director except an employee of the bank
concemed.

3 Cash Books
A separate cash book is maintained and kept up to date for each bank account.
All cheque books and bank/cash bock must be kept in safe custody at all times.

4, Chegue Payments

All cheques are supported by a cheque payment voucher, to which is attached invoices or
other supporting documentation.

‘Cheque payment vouchers are prepared by the Administrative Secretary, checked and
approved for payment by the Finance Manager and authorised by the Manager at the time
of signing the cheque.

5. Bank Statements and Reconciliation

Bank Statements are collected monthly and reconciled to the cash book by the
Administrative Secretary, before the end of the following month, (except for quarter ends,
when statements are obtained and reconciled by the 10th of the following month). All
anomalies should be noted and promptly resolved or referred to the Finance Manager.

Reconciliations should be independently reviewed and initialed as evidence of the review
by the Finance Manager.

g August , 1995
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6. Petty Cash

An imprest currently set at Cedis 600,000 is to be maintained and replenished periodically
as determined by the Finance Manager. '

Payments are recorded on serially numbered petty cash vouchers by the Administrative
Secretary, to which is attached invoices or other supporting documentation.

All petty cash vouchers must be reviewed and approved by the Finance Manager and
authorised by the Manager.

Cash advanced for petty cash expenditure should be recorded on a petty cash advance
form that is to be completed by the Administrative Secretary and initialed by the recipient.
All cash advances must be accounted for within a maximum period of three days.

7. Petty Cash Book

The petty cash book is maintained and kept up to date by the Administrative Secretary. A
petty cash position form, showing details of cash on hand and outstanding cash advances
is prepared by the Administrative Secretary for review by the Finance Manager, who
reconciles the petty cash position form to the cash on hand as and when the imprest is due
for replenishment.

8. Physical Security

The petty cash, together with all unused cheque books must be kept locked away when not
in use.

10 August , 1995
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2.4  FIXED ASSETS CONTROL AND RECORDING

1. Introduction

This memo records procedures used by VFMC staff to procure and safeguard its fixed
assets. It considers procedures for ordering, recording, controlling and disposing of fixed
assets. The memo takes effect from September 1994 and applies to assets bought from
both the USAID grant fund and VFMC's own funds.

2 Acquisition Controls
2.1 Ordering

Major acquisitions must be within authorities given at the time of estimates, or the approval
of revised estimates. Wherever possible aitemative quotes will be sought for items of
capital expenditure approved. :

22 Authorisation

The general procedures for the authorisation of cash disbursements which are set out in
the “cash control and recording memorandum”™ dated September 1994, will apply to the
purchase of fixed assets.

3. Recording

In 2ddition to the entries in the financial books of account, all fixed assets will be recorded
in a listing of fixed assets. The listing will provide, in respect of each asset, the description,
date of purchase, cost, depreciation rate and annual charge, location and date of disposal.

Assets shali be grouped into suitable categories where appropriate, into sub categories by
depreciation rate.

tems of capital nature are not capitalised where the cost of acquisition is less than Cedis
100,000.00, except where the item is a unit within a set of items acquired.

4, Custodial Contro!

The Finance Manager will conduct physical checks of fixed assets against the fixed assets
listing at least once a year.

Where an asset is issued to a member of staff, it must be signed for and witnessed,
adequate records of such issues will also be kept. All issues of fixed assets to staff shall

be authorised by the Manager.

11 August , 1995
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4.1‘ Accountability Control

The fixed assets listing will be agreed to the financial books periodically. A reconciliation of
this is to be prepared by the Finance Manager and kept.

5. Disposal

Disposals of fixed assets are authorised by the Manager, subject to the approval of the
Board of Directors. The Manager will generally have authority to dispose of assets up to a
specified value delegated to him by the company’s board of directors.

Adequate records in respect of fixed assets disposals should be prepared and kept.
Disposals will be recorded also in the fixed assets listing. .

12 August , 1985



———

VFMC Administration Notes

2.7 _ STAFF LOAN POLICY

1. As VFMC is expected to expand its staff strength ir; a few years time, management
has proposed the following general policy regarding staff loans.

2. The maximum duration for loans will be ten years and total monthly deductions will
not exceed 25% of the staff members gross salary. To be eligible for a loan facility, staff
would have to have been confirmed in their position within the company. Staff loans are
broken down as follows:

2.1 Housing

Based on discussion with the Chairman, management proposes that all managerial staff
excluding the Manager but including the administrative assistant be eligible for a loan from
the company to cover the initial deposit required by Home Finance Company under its
housing facility.

2.2 Car loans

With the exception of the Manager and Finance Manager, all staff including non managerial
personnel will be eligible for car loans as set out below:

Eligible Category Loan Limit Loan Duration
investment Manager US$18,000 equiv S years
Analysts ) 1JS$15,000 equiv 5 years
Administrative Assistant US$7,000 equiv 5 years

23 Ordinary Loans

All staff will be eligible to a maximum of 3 months salary provided that sum tota! of all
deduction on outstanding loans does not exceed 25% of the staff members salary.
Maximum duration for such loans will be 12 months.

24 Applicable Interest Rate

All staff loans will attract a concessionary interest rate of 5% until further notice.

15 August , 1995
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3.1 _DECISION-MAKING PROCESS

(relating to GVCF [nvestments)

serious enquiry received

—

[

initial enquiry report completed |

[

initial appraisal process

initial appraisal paper prepared
and presented to Investment

Committee
|_letter of interest indicating terms_|
I agreement to proceed B
I due diligence ]

decline

investment memorandum
prepared and presented to
invesiment commitiee

[ if an exceplion to guidelines,
GVCF Board approval sought]

when investment ready to
proceed, documents drafled

review by VFMC lawyerflocal

lawyer

| meeting of an

/ preconditions |

L

disbursement

16

August , 1995
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3.2 INVESTMENT COMMITTEE GUIDELINES

{set by the Board: last revised 11.11.83)

Purpose

The purpose of the Commiittee is to guide the investment process from its early stages.
Constifution

The Committee will consist of 4 directors (or their altemates or substitutes) apart from the
Manager: :

Two from CDC, SSNIT or inter-Afrique Holdings (the non-banks), plus
Two from Barclays, Merchant Bank, CAL Merchant Bank or Ecobank (the banks)

The composition of the Committee will be determined by the Manager, based on a rotation
of membership, so that each non-bank is represented at two out of three meetings and
each bank at one in two. If any director is unable to be represented, rotation will be altered
accordingly.

Directors who are not on the Committee may attend meetings. The chair will be taken by
the Chairman of the Board of VFMC or in his absence the CDC representative.

The quorum shall be three directors or their altemates or substitutes.
Business

The Committee shall consider initial appraisals of proposed investments and where
appropriate, will approve due diligence. As part of the approval process, the Committee will
comment on any areas requiring special investigation and will review the terms proposed
for investments.

The Committee shall consider proposals for investments and if thought fit, authorise
management to conclude negotiations. As part of the authorisation, the Committee will
review the terms proposed for the investment and the need for any preconditions to
investment.

Any business which can be presented to the Committee may altematively be dealt with by
the Board.

Meetings

Meetings of the Committee are to be called by the Manager as and when required. Notice
of a meeting and supporting papers are to be circulated to all directors at least 5 working
days before a meeting.

17 August , 1895
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Minutes

The Committee will appoint a secretary who shall be responsible for keeping minutes and
maintaining records of the order of rotation of membership.

18 August, 1995
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3.3 DUE DILIGENCE

This note gives overall guidance on the VFMC due diligence process. [t should be updated
in the light of experience. It should be read in conjunction with the BVCA guidelines on due
diligence and enquiries.

Why do it?

The aims of due diligence are to:

Avoid making bad investments

-

Identify, then check all the critical facts. Look for potential problems and risks and consider
their likely impact. Get to know management. Assess the risks and retums in detail. Find
out what could go wrong - because it willl

Set or revise the terms and conditions of the investment

What needs fixing before we go in? What safeguards do we need? Does the price and
structure of the investment adequately meet our needs and the needs of our partners?

Provide evidence to outsiders of the basis of an investment decision

Our investment committee needs to be confident that we have investigated the investment
thoroughly, and that we have thought of and answered all the questions. Investors coming
in to GVCF or other funds like to see a good standard of work. Co-investors will often find
our work useful, giving us greater influence over the deal.

Make a Plan

Due diligence is expensive, time consuming and mostly boring. You should control costs
and time and stay awake by planning your work, so as to:

- cover all aspects of the work

- estimate the time taken and initiate lengthy parts early

- get the sequence right so that "showstoppers” are dealt with first

- timetable the process of due diligence, approval and investment to meet the
requirements of the investee

It is always useful to discuss this pfan with the Manager or with a colleague.
Use the Guidelines
The most important part is deciding which questions to ask, and how to check the answers.

We use the BCVA guidelines on Due Diligence and Enquiries as a starting checklist. On
technical matters, the CDC Investigation and Negotiation Guidelines are also very useful,

18 August , 1995
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The basic aim for each due diligence exercise is to make a list of questions about the
particular company, and to decide what answers are needed.

Skill and judgement are needed to determine which are the important questions and how to
answer them. No two investments are the same and guidelines should be treated as ideas

Jists, not fixed instructions.
And remember...

- Question everything in the business plan

- Only check important things, but check them yourself, and check them thoroughly
- Don't start doing due diligence unless you mean to make an investment

- Don't continue doing due diligence unless you still mean to make an investment

- You should have no qualms about walking away from a deal

- Do what you would do if it was your money you were investing

20 August , 1995
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3.4 INVESTMENT DISBURSEMENT AND MONITORING

This note outlines some of VFMC's procedures for disbursements and monitoring of
investments. They represent a starting point and this memorandum will be updated as
required. :

QOriginal Documents and Share Certificates

These are kept in the safe.

GVCF Project Files

Project files will be opened once there is a legal commitment to make the investment. by
GVCF.

These files will be GV 3/XX.YY, where XX is the (sequential) project number (Starting with
Sydals) and YY is the file number.

File numbers are:

01 VFMC/GVCF Investment Committee papers and minutes

02 Company Secretarial (certificate of incorporation, certificate to commence business,
copies of share register etc, regulations, annual returns, board and shareholders
minutes)

03 Legal Agreement

04 Audited Accounts

05 General Comrespondence

06 Monthly Reports

07 Quarterly Accounts

08 Budgets and Forecasts

09+ Other Information as required

Disbursement Requests

A disbursement request form is attached. The aim is to provide evidence that we have
checked that conditions have been met and that all is in order.

Monthly Reports

Report formats will vary from company to company. All businesses we invest in, should be
able to provide us with information critical to running the business within a week of the
month end. If the report is not received, we must go and get the information ourselves. If
the information is not available there is something wrong with the investment.

21 August , 1995
. 4}’/\
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Monthly Visit

After the monthly report is received, or in order to get it, the company should be visited at
least monthly. The aims of the visits are to check on progress, to identify any problems,
and to look for ways to improve the quality of the investment by helping the business.

Qdarteriy Accounts

These will take a bit longer to produce than monthly reports but are equally essential.

Quarterdy Reports

We report to our directors by the 15th of the month following the quarter end. A one-page
report on each committed investment will be included, together with a portfolio analysis.

Valuation in quarterly reports will follow historical cost accounting rules until significant
unreported excesses in value arise.

22 ~ August , 1995
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MEMORANDUM

File Ref: GV 3/XX.09 Date: [ ]

From: To:  Finance Manager

[COMPANY NAME] AUTHORITY FOR RELEASE OF FUNDS

1. DOCUMENTATION AND DISBURSEMENT REQUESTED

1.1 investment Committee Meeting Minute No[ ] of [date] approved an investment of
[currency][amount] in [company] by way of [instrument(s)].

1.2  Documentation was executed on [date].
1.3  Conditions precedent to the GVCF investment have been complied with.

14 A call has been received for [currency][amount][specify instruments if more than
one] on or before [date]. The call and date are in accordance with the legal
documentation. .

1.5 Disbursements on account of the approved investment to date total
[currency][amount][state amount in Cedis recorded in GVCF’s books if foreign
currency is used). this disbursement will bring the totaf to [ ].

16  Maters arising are as follows.......

2. HEALTH CERTIFICATE

The last accounts for the company were made up to {date], and suggest that
the financial position of the company is acceptable. All information requested
has been received. [ visited the company on [date] and am satisfied that
release of funds is in order.

3.  DISBURSEMENT REQUEST

3.1 Please arrange the payment of [currencyl{amount] on [date] to {account
detail/cheque delivery details]

3.2 Charges are to be bome by GVCF.

3.3 The payee is required to deliver a share certificate for [number][class of shares]
together with a receipt for payment. .

Recommended - Approved
[name]} Manager

23 August , 1995
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MEMORANDUM

Your Ref: Date: 2 November 1995
Qur Ref: IA

STAFF CONFIDENTIAL

To: Robert Binyon From: Richard Clifton
FMD Department Internal Auditor

Copied To: Roy Reynolds
Nick Selbie
Nick Denniston
John Downer, Rep Ghana
Maswuli Ababio, GM VFMCv—"

SUBJECT: BTO - VFMC AND GVCF

I carried out an Internal Audit of the Venture Fund Management
Company Ltd (VFMC) and Ghana Venture Capital Fund Ltd (GVCF)
between 16 and 20 October 1995 and attach hereto my Back-to-Office Report.

¢
Richard Clifton

Internal Auditor

VEMC 7
RECEIVED
1 3 N0V 1335

AClIQN ? INFUSBTATION

e 6 LD i

B

rcb.mem



STAFF CONFIDENTIAL

VENTURE FUND MANAGEMENT COMPANY LTD (VFMC)
GHANA VENTURE CAPITAL FUND LTD (GVCE)

BACK-TO-OFFICE REPORT

1 I visited VFMC/GVCF between 16 to 20 October to carry out an internal audit
at the request of MD, Financial Markets.

2 During my investigation, a number of the existing internal controls were found
to be marginally deficient and recommendations on these and other aspects of internal
control will be included in my final report. Because of the relatively small size of the
current VFEMC/GVCEF operation, the risk resulting from these deficiencies may not be
as serious as it would be in a larger operation but the following points require
immediate attention:

e Management Accounts are currently only produced quarterly. The resources
needed to prepare monthly accounts are already available in-house and a change to
monthly reporting would result in much more timely management attention to
budget variances.

e VFMC and GVCF bank accounts are currently able to be operated by a single
signatory for amounts up to US$1,000. While it is appreciated that, in a small
office, this is a convenient arrangement, it substantially reduces controls over the
operation of the bank accounts and I recommend that two signatures be required for

. all cheque payments.

e A recently installed computerised cash book has proven unsuitable as it does not
operate on the existing Windows network. As a result, both a manual and a
computer-based cash book are now operating in parallel leading to duplicated effort
and a significant risk of transcription error.

e Agreed policy is that all fixed asset expenditure over ¢100,000 should be capitalised
but there were several examples where smaller amounts had been capitalised and
larger amounts had been expensed. There is a need for consistent application of the

policy. .

o The Fixed Asset Register total has differed from the ledger balance by ¢877,300
since the end of the 1994 financial year. This should have been investigated and
corrected early in the 1995 year.

e Expenditure which is recoverable from staff members is not charged to individual
staff accounts but is collected in cash by the Administrative Secretary and credited
to the appropriate expense account. There is, therefore, very little effective control
over the recovery of staff personal charges.



o Control over the petty cash float would be significantly improved by requiring cash
payments to be entered direct into the Petty Cash Book on an on-going basis rather
than at the end of each month. At the same time, irregular, surprise checks of the
petty cash float against the Petty Cash Book balance should be made by the GM or
FM and noted in the Petty Cash Book. This is presently done annually but not
evidenced in writing.

e There is no password protection on any PC and none on the AccPac General Ledger
and Excel payroll files. The ledger data files are backed up at irregular intervals but
the disks are left on-site. There are no procedures for the back-up of any other
computer files. The system is thus vulnerable to irrecoverable damage in the case
of a fire or malicious attack on the office building.

e There is no fire-proof storage facility currently in use. All GVCF investment files
are stored on-site and, again. irreplaceable accounting records would be vulnerable
to loss in the event of a fire. An interim, short-term solution may be to store key
files at a suitable off-site location.

e The only insurance policies in force appear to be burglary and fire cover for the
office and comprehensive cover for all but one motor vehicle. There is no workers’
compensation, fidelity guarantee. cash in transit or public liability insurance cover.
Management believe that none of the latter are legally required in Ghana but serious
consideration needs to be given to the prudency of this approach.

A round-up meeting at which all of myv draft recommendations were agreed was held
with Mawuli Ababio (GM) on Frida: 20 October.

Richard Clifton
Internal Auditor

25.10.95

For the attention of Robert Binyon

Copied To:  Roy Reynolds
Nick Selbie
Nick Denniston
John Downer, Rep Ghana
Mawuli Ababio, GM VFMC
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GVCF Report of Activities December

Deal Flow Report to 31 December 1992
Up to 31 December 1992:

* 19 enquiries were received -
* 5 were undergoing initial appraisal at 31 December 1992

Enquiries are summarised in the table below.

Ref |Business Stage Action

1 {Clothing startup declined

2 {Wire products - privatisation declined

3 |Wooden toys expansion declined

4 {Pharmaceuticals expansion declined

5 |Wheelbarrows expansion await business plan

6 |Pineapples expansion await business plan

7 |Palm nut cracking startup declined

8 [Furniture expansion declined

9 |Cold store startup await businesss plan
10 |Salt production startup under initial appraisal
11 |Prawn farm startup declined

12 {Cold store startup await business plan
13 |UPS manufacture expansion under initial appraisal
14 [Hotel startup declined

15 |Groundnut oil mill |startup declined

16 {Fruit juice startup under initial appraisal
17 |Cold store expansion under initial appraisal
18 |Cocoa trading startup under initial appraisal
19 |Saucepan manufacture startup await business plan
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GVCF Report of Activities

March 1993

-

Deal Flow Report to 31 March 1993 (continued)

Enquines Received in the Quarter to 31 March 1993

Ref |Business Stage Status at 31 March 1993
20 payphones start up withdrawn

21 industnial gases start up withdrawn

22 scrap metal expansion declined

23 seafood export startup declined

24 pineapples expansion withdrawn

25 bottled water start up declined

26 plastic bags start up withdrawn

27 soft drink distribution expansion declined

28 coir exports start up declined

29 financial services expansion withdrawn

30 guest houses expansion under initial appraisal
31 real estate development expansion declined

32 frozen meat products expansion withdrawn

33 hire purchase start up declined

34 pressurized cylinders start up under initial appraisal
35 flourmill expansion under initial appraisal
36 reinsurance start up declined

37 wood products expansion under initial appraisal
38 gold and diamond mining start up declined

39 poultry farming expansion declined

40 packaging and tissue products expansion approved for due diligence
41 poultry farming expansion under initial appraisal
42 feed milling expansion declined

43 printing expansion declined

44 paints production expansion declined

45 soft drink production expansion under initial appraisal
46 cotton wool production expansion declined

47 garments start up declined

48 cold store, frozen meat products expansion under initial appraisal
49 baby food production start up declined

50 windows, other wood products expansion declined

51 ice cream IR start up withdrawn —
52 processed pineapples expansion withdrawn

53 maize, legumes processing expansion withdrawn




GVCF Report of Activities

March 1993

Deal Flow Report to 31 March 1993 (continued)

Enquiries Received in the Quarter to 31 March 1993 {continued)

Ref  {Business Stage Status at 31 March 1993
54 aluminium pots & pans expansion under initial appraisal
55 re-refined engine oil start up declined

56 foodstuff and vegetables exports expansion under initial appraisal
57 concrete products start up declined

58 fishing restructuring |declined

59 computer stationery restructuring |declined

60 ceramic products expansion declined

61 alum and sulphuric acid start up declined

62 shops and offices start up declined

63 warehouses and offices start up declined

64 formica products start up declined

65 electronic billboards start up declined

66 salt production expansion under initial appraisal




GVCEF Report of Activities June 1993
Deal Flow Report to 30 June 1993 (continued)
Enquiries Received in the Quarter to 30 June 1993
Ref Business Stage Status at 30 June 1993
29* Financial services Expansion Approved for due deligence
67 Processed sheanuts Start up Declined
68 Leasing Start up Initial appraisal
69 Steel products Expansion Withdrawn
70 Aluminium pots and pans Expansion Withdrawn
71 Processed wood Restructuring |Declined
72 Real estate dev. Expansion Withdrawn
73 Real estate dev. Expansion Withdrawn
74 Real estate dev. Expansion Declined
75 Advertising Start up Declined
76 Boat building & sawmilling Privatisation  |[Declined
77 Flower export Expansion Declined
78 Bus services Start up Declined
79 Aluminium extrusion products Start up Initial appraisal
80 Automobile repairs & distribution Privatisation  |Initial appraisal
81 Meat processing Expansion Declined
82 Building products supply & mfg. Expansion Declined
83 Mobile phones Expansion Withdrawn
84 Particleboard manufacture Start up Initial appraisal
85 Hotel Restructuring {Declined
86 Salt farming Expansion Declined
87 Retreaded tyres Expansion Submit business plan
88 Stone chipping Expansion Submit business plan
89 Brick & tiles Expansion Submit business plan
90 Diamond mining Restructuring | Submit business plan
91 Tissue & soft paper products Start up Submit business plan
92 Printing press Start up Declined
93 Sanitary products Start up Declined
94 Telecoms Start up Submit business plan
95 Tour operation, business services Expansion Initial appraisal
96 Electronic/electrical goods Privatisation | Submit business plan
97 Match manufacture Privatisation

* Enquiry withdrawn in first quarter resubmitted

Initial appraisal




GVCF Report of Activities

-

September 1993

Deal Flow Report to 30 September 1993 (continued)

Enquiries Received in the Quarter to 30 September 1993

Status at 30 September 1993

Ref Business Stage

101 Gold Mining: Start-up Withdrawn

102  _|Retail Sales Start-up Declined

103 Foam Mattress Start-up Declined

104 Garments Expansion  |Initial appraisal

105 Cardboard boxes Start-up Declined

106 Stockbroking Startup Initial appraisal

107 Granite slabs & tiles Startup Due diligence

108 Particleboard Start-up Declined

109 Sandcrete blocks Expansion Declined

110 Helicopter services Start-up Declined

111 Kiln drying Start-up Declined

112 Refuse collection Start-up . Declined

113 Car dealers Privatisation |Await DIC approval
114 Gold mining Start-up Declined

115 Savings & loans Start-up Declined

116  |Foam B Startup Declined

117 Garments Expansion  |Declined

118 Bus service Startup Await business plan
119" |Canned tuna Startup Initial appraisal

120 Office and shopping complex Startup Due diligence

121 Lightbulbs, electrical goods Expansion  jAwait business plan
122 Ghanaian spices Start-up Declined

123 Health club Expansion Declined

124 Palm oil Start-up Declined

125 Industrial cleaners Expansion Declined

126 Beer Privatisation |Await business plan
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-

December 1993

Deal Flow Report to 31 December 1993 (continued)

Enquiries Received in the Quarter to 31 December 1993

Ref Business Stage Status at 31 December 1993
127 explosives manufacture Startup Withdrawn
128 hotel Privatisation |Await business plan
129 law database Startup Declined
130 rubbish collection Startup Declined
131 cold storeficeworks Startup Declined
132 bricks and tiles Privatisation {Declined
133 palm oil Expansion  |Declined
134 jute bags Privatisation {Declined
135 hotel Start-up Declined
136 gold necklaces Start-up Declined
137 internal cocoa marketing Start-up Declined
138 bus assembly Start-up Initial appraisal
139 pineapples Restructuring |Initial appraisal
140 aluminium fittings Restructuring {Initial appraisal
141 soft drink production Privatisation {Initial appraisal
142 oil palm Restructuring {Declined
143 cellular phones & pagers Start-up Initial appraisal
144 processed wood products Expansion  {Withdrawn
5



GVCF Report of Activities

- March 1994

ENQUIRIES RECEIVED IN THE QUARTER

Ref Business Stage Status at 31 March 1994
145 Crown Corks Restructuring  { Awaiting valuation
146 Spinning, weaving, printing Privatisation  {Withdrawn

147 Salt startup Declined

148 Tin cans startup Declined

149 Food cannery startup Declined

150 Soép Start-up Declined

151 Computer School Expansion Declined

152 Cocoa butter Start-up Declined

153 Textiles, handicrafis Start-up Declined

154 Quarry Start-up Declined

155 Hotel Start-up Contact Management
156 Boreholes, water equipment Start-up Due Diligence

157 Salt Start-up Declined

158 Hotel Start-up Declined

159 Hotel Start-up Declined

160 Aluminium pots & pans Start-up Declined

161 Filling station/garage Start-up Declined

162 Oil pipeline Start-up Declined

163 Mortgage Institution Start-up Declined

164 Clinic/Medical Centre Expansion Declined

165 Hotel Expansion Initial appraisal

166 Furniture manufacture Restructuring  {Await Feasibility Study
167 Refrigeration Privatisation  |Initial appraisal

168 Video Production equipment Start-up Initial appraisal




.-GVCF Report of Activities

June 1994

ENQUIRIES RECEIVED IN THE QUARTER

Ref Business Stage Status at 30 June 1994
169 Bitumen start-up Initial appraisal
170 Bank Start-up Decline

171 Video editing suite start-up Declined

172 Bicycle tyres Start-up Decline

173 Cocoa processing Start-up Decline

174 Soft drinks Acquisition/reh | Withdrawn

175 Oxygen buyout Withdrawn
176 Bank start up Withdrawn

177 Cardboard packaging Start-up Decline

178 Printed materials Expansion Declined

179 Wooden products Start up Decline

180 Hotel Expansion Withdrawn

181 Gold Start-up Decline

182 Plastics Expansion Declined

183 Hotel Start-up Decline

184 Plastic packaging Expansion Withdrawn

185 Herbal medicine Start-up Declined

186 Salt Start-up Decline

187 Cable conduit pipes Expansion Decline

188 Soft Drinks Privatisation  {Initial Appraisal
189 Rental appartments Start-up Meet sponsor
190 Modified Starch Start-up Decline

191 Tour Operator Restructuring |Decline

192 Cold Storage facility Start-up Decline




- GVCF Report of Activities

September 1994

ENQUIRIES RECEIVED IN THE QUARTER

Ref  {Business Stage Status at 30 September 1994
196 |Gold Start-up Withdrawn

197  |Property development Start up Declined

198  |Hotel Rehabilitation Declined

199 |Hotel Rehabilitation Declined

200 |Sawn lumber/ plywood Rehabilitation Withdrawn

201  |Food Processing Acquisition/rehab  |Declined

202  {Furniture Restructuring Withdrawn

203  |Snail farming Expansion Withdrawn

204 {Bus company Expansion Declined

205  |Shipping Start-up Declined

206 |Garn Start-up Withdrawn

207 Salt Expansion Withdrawn

208  |Merchant Banking Start-up Initial Appraisal




ENQUIRIES RECEIVED IN THE QUARTER

Ref |Business Stage Status at 31 December 1994
209 |Hotel Start-up . Decline

210 |Financial leases start-up Decline

211 |Funeral home Start-up Further info awaited

212 |TV station Expansion withdrawn

213 |Edible oils start-up declined

214 |Hotel start-up decline

215 |Sawn Timber Rehabilitation |Decline

13
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March 1995

Deal Flow Report to 31 March 1995 (continued)

Enquiries Received in the Quarer o 31 March 1995

Ref Business Stage Status at 31 March 1995
217 Teak exporting Start-up Withdrawn
218 Aerial photographic services Expansion Decline
219 Hotel Rehabilitation Review FS
220 |Rebuild of driveshafts - - - - {Start-up- — — — [Decline :
221 Manufacture of mosquito coils  {Start-up Request updated FS
222 Raw cashew production Start-up Decline
223 TV Station Start-up Decline
224 Manufacture of neon signs Start-up Request more info
225 Clinic Start-up Decline
226 Aluminium Utensils Share Purchase |Prepare IM
227 Tuna Canning Start-up Review full FS
228 Biscuit manufacture Start-up 1A
229 Landrover reconditioning Start-up FS Requested
230 Catering facility Acquisition FS awaited
231 Fruit juice processing Start-up Review FS
232 Hotel start-up awaiting further info
233 shock absorber manufacture start-up review fs
234 Prawn farming Start-up Review FS




Deal Flow Report to 30 June 1995 (continued)

Enauiries Received in the Quarter to 30 June 1995

Ref. |Business Stage Status at 30 June 1985
235 Garments start-up decline

236 Restaurant Acquisition decline

237 Eye Clinic Start-up Review FS
238 Extra Neutral Alchohol Start-up decline

239 Commercial bank Start-up Due Diligence
240 Hotel Start-up Decline

241 Surgical Gloves Start-up decline

242 Alluvial Gold Mining Start-up Decline

243 Civil engineering Buy-out decline

244 Haulage Buy-out decline

245 Stone Quarry Start-up Decline

246 Steel fabrications Restructuring Review FS
247 Wood Processing Start-up Decline

248 LP gas Start-up decline

249 Transmission equipt Start-up Decline

250 Banking Privatisation Decline

251 Merchant Bank Start-up decline

252 Pharmaceuticals Expansion Meet sponsors
253 LPG Gas cylinder assembly Start-up Await full FS

-15-




Deal Flow Report to 31 December 1995 (continued)

Enquiries Receijved in the Quarter to 31 December 1995

Ref Business Stage Status at 31 December 1985

268 Gold expansion decline

269 Brokerage Start-up A

270 Plastics Expansion decline

271 . |plastics - {expansion decline

272 alcoholic beverages expansion ef

273 Dry cell batteries buyout 1A

274 Distribution start-up declined

275 Plastic packaging floatation decline

276 VSAT communication start-up 1A

277 Salt Start-up Request fs

278 Exotic vegetables Expansion 1A

279 Leather products Expansion Review FS/visit premises
-16-

ks plary

od s

Cave st eh i s e Wae

—————. *

)



ATTACHMENT K



List of Interviewees

Members of GVCF Board of Directors:

Dr. Kwame Nyantekyi - Owusu, CED, Inter-Afrique Holdings Ltd.

Mr. John R. Downer, Country Manager, Commonwealth Development Corporation
Mr. B.K._ Glymin, Jr., Head, Regional Operations Department, SSNIT

Mr. Paul Hammond, Controller of Advances, Barclays Bank of Ghana Ltd.

Mr. William M. Taylor, Deputy Managing Director, Ecobank Ghana

Mr. Simon Dornoo, CAL Merchant Bank Lid.

Private Sector Participants:

Mr. Kwasi Abeasi, Director General, Private Enterprise Foundation

Mr. K.S. Yamoah, Manager Finance & Operations, Ghana Stock Exchange

Mrs. Magdalene Kaleem, Financial Institutions (Non-Banking) Dept., Bank of Ghana
Mr. Kwabena Darko, President, Darko Farms & Co., Ltd.

Ms. Leslie Flagg, Project Manager, Non-Traditional Exports, Techno-Serve

Mr. Emest A: Mintah, Senior Investment Executive, Commonwealth Development
Corporation

Mr. Tom Davenport, Investment Officer, Africa Project Development Facility
Mr. Henri E. Rabarijohn, Investment Officer, APDF

Mr. A. Appiah Menka, Executive Chairman, Appiah Menka Complex Ltd.



Portfolio Company Managers:

Mr. Kenneth Quartey, Managing Director, Sydals Ltd

Mr. George Prah, Managing Director, South Akim Manufacturing Ltd.

Mr. K. Kwarteng, Managing Director, Ghana Pioneer Aluminum Factory Ltd
Mr. Seth K. Dei, Managing Director, Leasafric Ghana

Mr. Horst W. Hoffman, General Manager, ABC Brewery Ltd

Mr. Daniel Dennis, Commercial Manager, ABC Brewery Ltd

Mr. E.A. Sowah, Managing Director, Paper Conversion Company Ltd
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What is venture capital?

Venture capital is considered as high risk money for
rapidly growing companies. By its very nature,
venture capital is primarily invested in companies with
experienced management, rapid growth potential and
the ability to generate high levels of profitability.
Venture capital is usually a long term investment
which often takes five to seven years before it
provides a significant return. Investments normally
involve an equity position for the investor through
either the direct purchase of ordinary shares or loans
with conversion privileges.

Some key facts to consider when raising venture
capital funds:

+ You will be seeking funding which might not
be readily available from traditional sources.

* You will be dealing with investors as opposed
to bankers (investors want to be well informed
and often take an active role in developing a
business strategy, usually through a board seat
or consulting arrangement).

¢+ Investors will usually have ownership rights and
can include the right to change management
when performance threatens the value of the
investment.

+ Venture Capital Funds can be expensive in that,
in addition to the return on interest income and
other fees, venture capitalists expect substantial
appreciation in the value of the target company's
shares. This appreciation usually occurs through
public offerings, mergers, acquisitions and or/
the buyback of the shares by the entrepreneurial
team.

Some benefits of venture capital assistance:

s You will have a partner prepared to share in
the risks of the business.



= . Your new partner will assist you with your
financial and strategic planning.

= The financial backing and related assistance will
help enhance the value of your business and
prepare it for an eventual listing on the stock
exchange.

What is GVCF?

GHANA VENTURE CAPITAL FUND Ltd. (GVCF) is
the first venture capital company to be established in
this country. It has a limited 10 year life after which
all investments in its porifolio will be liquidated. The
Fund provides risk bearing finance to help Ghanaian
businesses to grow, backed with advice and support
from a locally based management team. GVCF was
set up in July 1992 and started operations in January
1993.

GVCEF has the following shareholders: Barclays Bank
of Ghana Ltd., Commonwealth Development
Corporation {CDC), CAL Merchant Bank, DEG
Deutsche Investitions-und Entwicklungsgeselischaft,
Ecobank (Ghana) Ltd., Inter-Afrique Holdings Ltd.,
Merchant Bank (Ghana) Ltd., Proparco S.A., Social
Security and National Insurance Trust (SSNIT).

The company is capitalised at US$5.8 million
equivalent and provides long term venture capital to
companies with clear potential for achieving above
average rates of growth and profitability. The key
objective is to use investors' money to make and
realise investments in new and expanding companies
so as to give a return commensurate with the risks
inherent in equity investments over the 10 year life of
the fund.

While high risk is an inherent aspect of venture fund
financing, sound principles of risk management are
rigorously applied in identifying high quality growing
businesses to invest in.

GVCF's operating philosophy

GVCF seeks to invest in companies with strong
management which have a proven frack record and
have developed a strategy for building a strong
business. Simply put, it invests in people and places
great emphasis on the individual entrepreneur or
management team's depth of understanding of the
business, related management experience and past
successes.

Their experience and judgment coupled with focused
effort will enhance the value of the company's shares
and serve as a foundation for success. Although not

_ always required, some personal investment capital

would have to be contributed to the business venture.

While it does not seek to play an operational role in
portfolio companies, GVCF is not considered a
passive investor. it expects to be viewed as a co-
investor and partner who shares a common goal. To
build a successful business and make high returns.

GVCF makes medium term portfolio investments
through a range of financial instruments that are
broadly categorized as "equity related”. These include
ordinary shares, preferred shares, subordinated
loans, orincome notes. The most frequently utilized
investment is ordinary shares combined with debt.
This combines long term ownership rights with current
income to GVCF. In exceptional cases, alongside
equity type investments, local or foreign currency
secured loans may be made.

The level of participation is normally between 10 to
40% stake in the investee company. The typical
hurdle rate is a cedi return of at least 20% per annum
net of inflation on the investment. {e.g. if the inflation
rate averages 15% per annum, the minimum refurn
required would be 38% per annum).
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GVCF will usually hold an investment for between 5
to 7 years, making investments equivalent to
US$500,000 or less with a mixture between
established companies and new companies and a
spread across business sectors and groups of
companies. No more than US$750,000 will be
invested in any one group and not more than 35% in
any one sector.

The Fund will seek to realise its investment at the
earliest practicable opportunity. Sponsor buyouts are
the most likely means of achieving this end and where
appropriate, and possible, put options will be
negotiated with potential sponsors. The other option
would be to seek a listing on the Ghana Stock
Exchange.

GVCF will seek to avoid any restriction on its rights
to transfer its shares in investee companies subject
to reasonable consultation with other shareholders.

INVESTMENT FOCUS
GVCF invests in all stage of financing. Itcan provide
assistance for the following:

Financing for startups: by providing part of the risk
capital that a new business needs ta get started. This
includes ventures undertaken by both Ghanaian and
foreign companies and joint ventures.

Expansions: by providing the increase in core capital
needed for an expansion in the activity of a successful
company with potential for an iPO.

Privatizations: within the context of
govemment's privatization programme, GVCF can
coinvest with other partners and back a proven and
successful management team in acquiring any state
owned enterprise slated for privatisation. It can also
co-invest with the existing management in structured
buyouts.

-
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The fund can invest in all productive sectors of the
economy.

GVCF is managed by VENTURE FUND
MANAGEMENT COMPANY Ltd. (VFMC) a separate
limited company.

VFMC's role

As corporate managers of GVCF, we are responsible
under a Management Agreement for making,
managing and realising invesiments on behalf of
GVCF. Because GVCF shares in the risks and
rewards of the businesses invested in, our success
depends on the success of those businesses. We
are therefore committed to helping them achieve
growth and profitability.

VFMC analyses in detail each business plan before
committing GVCF to a new investment. This process
is valuable in identifying key risks and helping to
develop plans for growth.

inherent in our philosophy for successes is a hands-
on approach to assisting portfolio companies in
management and strategic decisions. We maintain
a supportive role by providing analysis of financial
strategies. We would normally be represented on
the Board of Directors of any portfolio companies.

What kind of deals are we looking to finance?
Our primary interest lies in high growth companies
and projects with the potential to achieve annual sales
well above US$500,000 equivaient 1t is equaily
important that the target company be able to produce
significant cashflow and profits. Our focus lies
therefore with target investments which display the
following characteristics*

a. Personal financial commitment of key promoters
b. Experienced management team with a proven
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_track record

¢. Proven product and/or service -

d. Established market or clear market niche with
clear growth prospects of the industry sector and
project in question

€. Good profit margins and return on investment

f. Clear prospects for liquidating GVCF's
investment at a significant multiple of the value
of the original investment.

g. Good internal accounting and financial controls
as well as reporiing procedures.

How do you approach us?

in the first instance you would need {o submit a
comprehensive business plan in the matter set out
onthe following page. Your business plan is the most
important form of communication when soliciting for
funds. As such its quality cannot be overstated. The
document should be viewed as a written simulation
of actually running the business. It must serve as a
working document for management's execution. It
should look into the future and based on defensive
assumptions of the product, output, pricing, market
conditions, etc., fay out the expectations for the
company's financial performance. It will also serve
as a communication vehicle for bankers and investors
and should be set out and written such that readers
with little knowledge of the company's products and
services can readily see and understand the
opportunity being presented. it should convince
VFMC and other investors why the proposed
investment will be a winner and excel in its industry.

Typical Business Plan Outline

1. Executive summary
A. Business description:

Name

Location and ownership details

Product

Market and competition

Management expertise, details on

shareholding

B. Long range goals

C. Summary of financial needs and application
of funds

b oo

. Market analysis

A. Description of total market
B. Industry trends

C. Target markets

D. Competition

. Product or type of service

A Description of product line

B. Proprietary position; patents, copyrights and
legal and technical considerations

C. Comparison to competitors' products

. Manufacturing process (where applicable)

A. Raw material
B. Supply situation
C. Method of production

. Marketing information

A. Overall marketing strategy

B. Pricing policy

C. Sales terms

D. Sale, distribution and service methods

. Management plan

A. Form of business organisation
B. Board composition



. Organisational chart and responsibilities (key
personnel)
. Resumes of key personnel
. Staffing plan/number of employees

Facilities plan/planned capital improvements
. Operating plan

gmmo O

7. Financial data
A. Financial history (where applicable)
B. Five year financial projections (first year by
months).
1. Profit and loss accounts
2. Cashflow statement

3. Balance sheet .

4, Capex estimates
C. Assumptions for projections
D. Explanation for use and effect for funds.
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GVCF SHAREHOLDERS

INVESTOR AMOUNT(in $’s)

Commonwealth Development Corporation $2,000,000
Deutsche Investition-und Entwicklungsgeselischaft (DEG) 2,000,000
Proparco | 500,000
Social Security National Investment Trust (SSNIT) 400,000
Barclays Bank of Ghana Ltd 250,000
Inter-Afrique Holdings Ltd 200,000
Eco Bank (Ghana) Ltd 200,000
Merchant Bank (Ghana) Ltd 150,000
CAL Merchant Bank 100,000

Total $5,800,000





