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Ql:

Wisey Ltd needs more capital and wants to issue further shares. It has some authorized but
unissued shares with a par value of R1 each. However, due to adverse market conditions
the issued R1 par value shares are currently valued at around 90 cents each.

For this reason Wisey Ltd wants to issue the further shares at 85 cents each.

Explain what requirements will have to be met so that the shares may be issued at a
discount. (5)

Answer:

The common law bar on discounted shares rationale was to maintain the share capital level
as issued

This is the guarantee fund to which the creditors depend for payment incase of I|qm}2(on
and should therefore not be undermined

The discount rule also protects the shareholders by ensuring the same rights are derived
from the same consideration by the shareholders

Relaxation of the discount rule allows the company to attract investors by offering the shares
_at lower attractive prices comparable to the market rates otherwise the investors would shun
the shares if they are priced at above the market rates

S81 of the companies Act 61 of 1973 provides for shares to be issued at a discount in g
certain circumstances and the requirements are designed to protect both the share\_h}td/
and creditors’ interests

In terms of s81 the requirements for issuing discounted shares could be summarized as
follows:

il The class of par value shares that the company wishes to issue at a discount
should be of a class that has already been issued before

2. The authorization should be made through a special resolution spemfyMe
discount rate

3. The company contemplating issue of discounted shares should have been in

operation(in business) for at least a year or A year must have elapsed since the
first issue of the said class shares

4, The court must sanction the sale of the shares at the discounted rate and this
should be carried out within a month of such court sanction or a period
sanctioned by the court. The court can also attach additional conditionstto/wb«:’h
the company must comply

5. The company’s prospectus thereafter on matters relating to share issues must
contain details of the discounted shares
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The articles of association of Joys ‘R Us (Pty) Ltd contain the following provisions
regarding voting rights:

Clause 54 provides that holders of class A ordinary shares shali have one vote per
share for t he first 100 shares, and one vote for every following two shares,
subject to a maximum of 300 votes per shareholder.

Clause 55 provides that holders of class B ordinary shares shall have two votes
per share.

Clause 56 provides that in the case of an equality of votes the chairman of the
meeting shall have a casting vote.

. The nominal value of class A shares is R1 and that of class B shares R10. The company
wants to be converted into a public company. What changes will it have to make to its
articles in respect of the voting rights? (5)

Answer: L//
$193 of the companies Act 61 of 1973 confers and confirms the voting rights of shareholders
$195 of the companies Act 61 of 1973 (Act) elaborates on the shareholders voting rights in a p
company and provides inter alia that ’

The par value shares carry voting rights in proportion to their nominal value

S195 (4) of the Act provides further that the articles of a company may confer a casting vote on.the
chairman of any meeting /h
It also provides that the propomonallty of the voles allotted to par value shares maybe varied by
provisions in the company’s articles

In view of the foregoing therefore in the scenario above the following will suffice:

1. clause 54 may not be amended as it is valid for the company to allocate vWios and
vary them as contemplated in the articles
2. clause 55 needs to be amended as it does not satisfy the requirement that the voting rights

should be in proportion to their nominal value in this case since the class B par value
shares cost 10 times more than the class A par value shares each of the class B shares
should have a voting ratio of 10 times that of a class A share and therefore the clause need

to be amended to reflect this
3. clause 56 need not be amended as itfalls within the ambit of the s195(4) proyision of the
companies Act 61 of 1973
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