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Background IS

Affording more flexibility for
small-to-medium sized listed
companies

The JSE proposes to implement reforms to its listing's framework, including a proposal to segment its Main Board into
two segments, being a high-cap and mid/low-cap segment.

Rationale
The JSE’s listings requirements currently only offer high-end and lower-end regulation framework for its Main Board and

AltX. Therefore, the JSE's proposal is to segment the Equity market to provide more bespoke listing requirements for
low/mid-cap companies who have lower liquidity levels.

In order to obtain the market’'s view on the Market Segmentation proposal, the JSE commissioned Ask Afrika to
conduct a survey on its behalf.

Key questions that the survey covered include:
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* Although the JSE cannot make any amendmentsto the Companies Act, it can use its position to influence change.



Sample & Methodology JS

The survey was mainly targeted at Issuers in order to get their view on the JSE's proposed market segmentation, as the
proposal will affect them directly. In addition, the survey was also sent to Sponsors and Investors as key stakeholders.

Methodology

JSE sent a market notice informing market participants of the
survey a week before the survey was sent

A POPIA complaint sample list was sent to Ask Afrika which
included Issuers, Sponsors and Investors

Ask Afrika sent out an online survey via email and reminders
thereaftertoencourage participation.

JSE Sponsors and JSE account managers followed up with
survey participantsto complete the survey

The survey deadline was extended by 3 weeks.

During this time Ask Afrika also conducted CATI calls to boost
participation

Quicome
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A totalof 143 responses were received out of a possible 715.
Therefore, a ~20% response rate was achieved.

In our experience, the response rate for online surveysis low. In
particular, theresponse rate for B2B studiesis typically around
2%-5%.

Although the survey was sent to multiple representatives within
a firm, several respondents provided a consolidated firm view.

Issuers:

82 representatives from JSE listed companies
completed the survey

Represent 71 listed companies (currently 292 listed
companies®)

Survey sent to CFO and Company Secretary

Sponsors:

Assisted in contacting and encouraging Issuersto
complete the survey

A totalof 54 representatives from Equity Sponsor
firms completed the survey

These respondents representative 24 Equity
Sponsor Firms, out of a total of 28 firms.

Investors:

Lowest response rate

Investors only accounted for ~5% of the total
sample achieved.

Only 7 Investors completed the survey, who
represent 7 investment firms
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Perception of the JSE

Top 3 benefits of being listed on
the JSE
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Benefits of a JSE Listing
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The participants were asked to rank
which factors they considered as most
beneficial with having a listihg on the
JSE.

« Around 36,4% of the respondents
stated that the most beneficial
factor of having a listihg on the JSE
is the abillity to raise capital.

* Most of the Issuers however
stated that the most beneficial
factor for them of being listed
on the JSE, is stakeholder
visibility and exposure.

« The Issuers ranked capital
raising and market valuation of
their company as the second
most beneficial factor.

LIBERATIMG TEUTH
AN * Caution: Investor sample base low



Perception of the JSE JS

Top 3 costly items relating o a
listing on the JSE

Highest JSE Costs

| Sponsor fees The Issuers and Sponsors were then
R g - asked to rank which fees they
m Other legislative compliance i i
90% 7%, Costs [sueh Gs Companies Act con§|dered as mo§’r expensive for
and the lke) JSE listed companies:
80% Other regulatory compliance
13% costs (relating to industry, mining
70% ° and banking, as examples) « 57% of the Issuers and Sponsors
| . " Press publications fees stated that fees relating to
0% 1 : e financial reporting and auditor
soz | L i " SElsfing fees fees are their highest JSE expense
. 1| : items.

I 1 1 ] = Corporate govemnance
40% I I compliance fees o

I I , _ « This is followed by corporate
30% 1 | m Professional adviser & consultant .

I I r I fees governance compliance fees

1 | I | ;
20% | I I I B Financial reporting and auditor (27%) as well as profesmonol

I : : : fees adviser and consultant fees
10% : | - (20%).

I n= 136
0% I————————J e [ssuer=82

Most Costly Second Most Costly  Third Most Costly * Sponsor= 54
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JSE Market Segmentation Proposal j S

Most of the respondents indicated that they would be supportive of the Market segmentation proposal

Segmenting the JSE's Main Board « 55% of the Issuers expressed their support
for proposal

* Most of the Issuers who said “Maybe”
have a market capitalisation of above
RS billion, and therefore would not be
directly impacted by the change.

Where should the Main Board be

segmented

« |Issuers felt that the low/mid-cap
segment should be applicable for
companies with a market cap of R5
billion or less

« Sponsors: stated R2 billion or less,

n= lssuer Investor Sponsor . Inve§’rors: stated that it should be B
HYes ENo HMaybe oplpllcoble at a market cap of R1 billion
or 1ess

H LIBERATIMG TEUTH
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Low/Mid-Cap Segment Listings Reform 35S

The next set of proposed amendments to the Listings Requirements would be implemented for the
low/mid-cap segment. Only respondents who indicated that they might or are definitely supportive
of the market segmentation proposal were asked to comment.

Category 1 Transactions

Wider Threshold For Catl1 Transactions

Sponsor _
« Although 52% of the Issuers felt that a
. m Increased to 45% wider threshold should be applied, a
Investor considerable 43% of the Issuers
" Increased fo 50% indicated that doing so would add

Nno value and that the current

Q: Should a wider threshold be applied
to trigger a category 1 transaction that
® ncreased to 35% requires shareholder approval?

B Increased to 40%

B The current threshold

should remain threshold shouldremain as is.
lssuer 5% Noft sure
n=134 « Most of the Investors also stated that
. Issuer=77 .
Investor= 5* the current threshold shouldremain
0% 20% 40% 60% 80% 100%  * Sponsor= 52 as is.

H LIBERATIMG TEUTH
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Low/Mid-Cap Segment Listings Reform JS

Category 1 Transactions- Historical

Financial Information Q: Would you support a reduced period of one
year audited historical information (which will
Reduced Period Audited Information For Cat1 include comparative results), on the basis that it
Transactions will still afford sufficient disclosure about the
100% category 1 transaction?
70% While most of the Investors stated that they
80% would not be supportive of this proposal, 58%
0% . Nt sure Qf ’(he Issuers as well as 75% of the Spqnsors
indicated that they would be supportive of
60% the JSE amending the current 3-years audited
0% — = L L . ®No, the current financial information requirement to just one
requirement should year.
40% remain
0% mres  Further engagement with the Investor
community would therefore be required to
20% ensure that 1 year's financial information is
10% sufficient enough conduct a proper
= 77 5% 57 evaluation on the transaction.
Issuer Investor * Sponsor

H LIBERATIMG TEUTH
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Low/Mid-Cap Segment Listings Reform JS

Category 1 Transaction: New
listing substantial acquisition

Q: Would you support the removal of areport on
historical financial information for a substantial
acquisition by a category 1 subject on listing,
because it affords limited regulatory value?

Remov al Historical Information Requirement

 The above question was only directed to the
Sponsors for comment.

« The vast magjority of Sponsors, or 77% of the

:Les Sponsors indicated that they would be
NOT supportive of the JSE's proposed amendment.
B NOT sure

« Only 17% of the Sponsors who responded to
the survey said they wouldn't be supportive of
the proposed amendment.

n= 52
(Sponsors only)
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Low/Mid-Cap Segment Listings Reform JS

Small related party
transactions

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%
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Broader Trigger For Small Related Party Transactions

IO

Q: Should a broader range be applied to trigger

W Sponsor
B |nvestor *
H [ssuer
n=134
e |ssuer=77
* |nvestor=5*
+  Sponsor= 52

Increase the Increase the Increase the Increase the The cumrent Not sure

threshold

threshold threshold threshold threshold

from 0.25% to from 0.25% to from 0.25% to from 0.25% to should

0.5%

1% 2% 3% remain

a small related party fransaction?

Although most of the Investors said that the
current requirement should remain as is, the
other respondents felt the trigger should be
increased.

39% of the Issuers and 31% of the Sponsors
stated that they felt that the trigger should be
increase from 0,25% to 3%.

Only 18% of the Issuers and 19% of the
Sponsors stated that the current trigger should
remain the same.

LIBERATIMG TEUTH
AN * Caution: Investor sample base low



Low/Mid-Cap Segment Listings Reform JS

Transactions by listed
subsidiaries

Removal Of Categorisation Requirement
Q: Should the JSE not require tfransactions to be

100%
categorised for the listed holding company,
20% provided the subsidiary is listed on the JSE?
80% _ - -
70% «  Most of the respondents indicated that they
60% would be supportive of the amendment for
B Nof sure the low/mid-cap segment.
50% N
40% B Yes « In particular, 84% of the Issuers agreed to the
removal of the requirement, whilst only 9% of
30% the Issuers stated that they would not be
20% supportive of the amendment.
10%

S 52

*
Issuer Investor Sponsor

H LIBERATIMG TEUTH
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Low/Mid-Cap Segment Listings Reform JS

Mining companies and
property entities

Disclosure Of Substantial Mineral And Property N . . .
Assets Q: Do additional disclosure requirements applied

to issuers with substantial mineral assets or
property assets, add regulatory value when
considering that these assets are supplemental
to the core business/industry?

Not applicable

Not sure «  Most of the Issuers (65%) who participated in
the survey were not able to provide any

commentsor views to the above question as

No they do not operate in the abovementioned
industries.
Yes On the other hand, all the investors surveyed
stated that the disclosure requirement added
n=134 value.
lssuer= 77 0% 20% 40% 60% 80% 100% 120% 140% 160% 180%
Investor=5*

*
H|ssuer M|nvestor B Sponsor
Sponsor= 52

H LIBERATIMG TEUTH
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Low/Mid-Cap Segment Listings Reform JS

Pre-listing statement: share

issuances
Regulatory Value of a PLS Q: Does a Pre-Listing Statement (PLS) add
100% regulatory value on share issuances if there is
90% no fundamental change in the businesse
i *  54% of the Sponsors felt that the
70% .
40% requirement should be removed
’ completely.
50%
107 + The Issuers howeverdid not feel as strongly
S07% about the requirement as the Sponsors,
20% whilst 44% of the Issuers felt that the
10% requirement should be amended, a
0% . e Yee but rath N . o notable 32% felt that the current
O, removeine €S, but rartner e curren (e oT sure . . .
threshold increase issuance PLS trigger should requirement should remain as is.
n=134 completely to 100% remain
Issuer=77 ”
Investor= 5* N |ssuer M|nvestor MSponsor
Sponsor= 52
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Low/Mid-Cap Segment Listings Reform JS

Pro forma financial
information

Q: Would a detailed narrative, explaining the
impact of the transaction on certain key
indicators like EPS or NAV add sufficient

Pro Forma Vs Detailed Narrative regulatory value, compared to a detailed pro

100% forma effects prepared by a reporting
?0% accountant?
80%
70% - - - - -- * Most of the respondents stated that the
60% detailed narrative would add more value
50% than Pro Forma financial information.
gg: « 70% of the Issuers expressed their support
0% for the proposal as well as 75% of the
0% Sponsors.

S 52

n=
Issuer Investor * Sponsor

HYes ENo HNoftsure

Only 21% of the Issuers and 13% of the
Sponsors indicated that they would not be
in support of the proposed amendment.

H LIBERATIMG TEUTH
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Low/Mid-Cap Segment Listings Reform JS

Fairness Opinion

Q: Where a related party fransaction requires

Regulatory Value Of Fairness Opinion shareholder’s approval and the circular to
shareholders contains sufficient information

100% on the related party transaction, does a
70% fairness opinion add regulatory value to the
80% board and shareholders?

70%

60% Most of the respondents stated that the
50% - - R R R fairmess opinion does add regulatory

0% value.

30% In particular, 55% of the Issuers stated that
20% it does.

10%

n= & o > «  Most of the investors held the same

Issuer Investor * Sponsor sentiment as the Issuers as they felt that the
mYes mNo mNotsure fairness opinion adds value.

H LIBERATIMG TEUTH
G) as kG frl k AN * Caution: Investor sample base low



Low/Mid-Cap Segment Listings Reform JS

Repurchases
100%
90% : . :
: I Q: If related parties are not involved, does the
80% : JSE imposed shareholders’ approval add
70% : : regulatory value to the repurchase securities?
I
60% 1 I I
I I I  Most of the Issuers and Investors stated
50% : : : that the shareholders approval adds no
407 | : | regulatory value.
I
30% : « On the other hand, 63% of the Sponsors
20% : feel that it does.
I
10% |

5

k
Issuer Investor Sponsor

HYes ENo ENofsure
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Low/Mid-Cap Segment Listings Reform 35S

Capital Raising — General Authority

Q: Some markets afford an annual automatic authority toissue Q: Should the shares be issued for cash af
shares for cash, without shareholders’ approval. Would this morkeT value, or §hould areasonable
discount be applied ¢

approach, with proposed limits, add regulatory value to the
capital raising processe

Automatic Authority To Issue Shares For Cash At Market Value Or Discounted
90% I : n= 134 n= 1|12 .
. = ° ssuer=

80% : 1 . :;S\l,JeesrToZ:75* Nof sure ° +  Investor=2*
70% 1 : +  Sponsor=52 e Sponsor= 48
60% : 1
0% : : With a 10% discount
40% I I
30% I :
20% : I
10% 1 | Only at market value

0% l

Yesupto Yesupto5% Yesupto No Not Sure
2.5% 10% 0% 20% 40% 60% 80% 100% 120% 140% 160%
m|ssuer ®Investor ®Sponsor m |ssuer ® |nvestor ®m Sponsor

« Most of the respondents stated that they would be supportive of the proposal
« In addition, 67% of the Sponsors stated that the shares should be issued at a
reasonable discount of 10%, while 53% of the Issuers preferred at market value
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Which listings reforms would Issuers prefer 3 S
for the low/mid-cap segment

The below graph illustrates which regulatory reforms for the low/mid-cap segmentwould be
mostbeneficialto the Issuers, as indicated by the number of Issuers who indicated support
for the proposed reforms:

Transactions by listed subsidiaries  FEea%
CapitalRaising — General Authority _ Amend: allow automaticissue, but with set limits
Small related party fransactions  EEEZ6% T Amend: fhreshold fo be increased
Pro forma financialinformation = 70% A more defailed narrative preferred
Category 1 Transactions- Historical Financial _
Information
Repurchases | 55% | shareholder's approvalof no value if related parties aren't involved
Faimess Opinion  SEEM cd: eucion value
Category 1 Transactions threshold  EEEETS2%
Pre-listing statement: share issuances _ Amend: remove orincrease issuance to 100%

Mining companies and property entities _ *Respondents, couldn’t provide insights — not within their industry
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Key Insights J

Regulatory reform that protects
and benefits all market
participants

« Mostof the survey participants expressed their support for the Main Board to be segmented, which will
ultimately offer low/mid-cap Issuers with greater regulatory flexibility.

« 55% of the Issuers indicated their support for the proposal. Whist 39% of the Issuers said “maybe”, most
of these Issuers have a market cap of above Rbbillion and would therefore not be directly affected.

 The Main Board should be segmented at the mid-point of the respondents’ recommendation,i.e.,
Issuers with a market cap of R3 billion or less

« Whilstthe market segmentation will result in greater regulatory flexibility for low/mid-cap companies,
the JSE should still ensure good regulation so as not to create a counterproductive programme, that
willresultin less investor appetite for companies that are in the low/mid-cap segments.

« Stakeholder visibility and exposure remain top priority for the Issuers and the JSE should therefore
continue with initiatives to increase exposure for low/mid-cap companies.

G) as kO fl'l k @ Ly * Caution: Investor sample base low
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LEGAL DISCLAIMER

This presentationis considered to be business record and is therefore the property of Ask
Afrika. Anyfiles that are transmitted with it are confidential and are intended solely for
the use of theindividual or entity to which they are addressed. This communication
represents the originator's personal views and opinions, which do not necessarily reflect
those of Ask Afrika. If you are not the original recipient of the person responsible for
delivering thise-mail toyou in error, please be advised that any use, dissemination,
forwarding, printing or copying of it is strictly prohibited.

Notify reception@askafrika.co.za immediately.
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