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A recent change to the Johannesburg Stock Exchange (JSE) Listings
Requirements, which deals with the manner in which entitlements to
fractions of securities are treated, may necessitate an amendment to
the memorandum of incorporation (MOI) of a listed company.

INTRODUCTION

Fractional entitlements will typically arise in the context of a
capitalisation issue, a rights offer or a scrip dividend. For example, a
shareholder may be offered, in lieu of a cash dividend, 1.65 shares for
every 100 shares held. Fractional entitlements may also arise in the
context of a scheme of arrangement or an unbundling.

Only whole shares, and not fractions of shares, may be issued by a
company and traded on the JSE. Previously, the Listings Requirements
provided that all allocations of securities by a listed company will be
rounded up or down, based on the standard rounding convention (i.e.
an allocation will be rounded down to the nearest whole number if it
is less than 0.5 and rounded up to the nearest whole number if it is
equal to or greater than 0.5).

LISTINGS REQUIREMENT

In terms of the amendment to the Listings Requirements, allocations
of securities must now be rounded down to the nearest whole number
and shareholders must receive a cash payment for the fractions of
securities to which they would otherwise have become entitled.

The Central Securities Depository Participants and brokers will then
sell the shares constituted by the aggregation of the fractions in the
open market.

CONCLUSION

If a listed company’s MOI provides for fractional entitlements to be
rounded up or down, based on the standard rounding convention, it
has until T May 2017 to amend its MOI to bring it into line with the
change to the Listings Requirements. Until such time as the company
has amended its MO, the provisions of the MOI, and not the amended
Listings Requirements, will apply in relation to fractional entitlements.
A listed company must clearly state the rounding convention being
applied in all relevant corporate action announcements.

Legal notice: Nothing in this publication should be construed as legal advice from any lawyer or this firm.
Readers are advised to consult professional legal advisors for guidance on legislation which may affect their
businesses.
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Established in the early 1900s, Werksmans Attorneys is a leading South African corporate and commercial law
firm, serving multinationals, listed companies, financial institutions, entrepreneurs and government.

Operating in Gauteng and the Western Cape, the firm is connected to an extensive African legal alliance
through LEX Africa.

LEX Africa was established in 1993 as the first and largest African legal alliance and offers huge potential for
Werksmans' clients seeking to do business on the continent by providing a gateway to Africa.

With a formidable track record in mergers and acquisitions, banking and finance, and commercial litigation and
dispute resolution, Werksmans is distinguished by the people, clients and work that it attracts and retains.

Werksmans’ more than 200 lawyers are a powerful team of independent-minded individuals who share a
common service ethos. The firm’s success is built on a solid foundation of insightful and innovative deal
structuring and legal advice, a keen ability to understand business and economic imperatives and a strong focus
on achieving the best legal outcome for clients.



