Promoting the Integrity and Growth of the Capital Markets

DISCLOSURE AND OTHER REQUIREMENTS FOR ADDITIONAL ISSUES FOR ISSUERS LISTED IN THE MAIN INVESTMENT
MARKET SEGMENT! (Rights, scrip dividend, capitalization issues and open offers)

Regulation 16 and the 12 Schedule of the Capital Markets (Public Offers, Listing and Disclosures) Requlations 2023.

DOCUMENTS TO BE SUBMITTED IN SUPPORT OF THE APPLICATION

Requirement Submitted
Y/N/N/A

1. | Disclosure Application Letter addressed to the Authority

2. | Information Memorandum

3. | Board of Directors Resolution authorizing bonus issue, scrip dividend or share split

4. | Copy of announcement of board’s resolution to recommend the additional issue to the shareholders and such

announcement shall state that the issue is subject to the approval of the shareholders and the Authority

Reporting Accountants’ report

|

Audited financial statements / annual reports for the last three financial years
NOTE: The latest audited financial statements to be less than 4 months old from the proposed date of offer. (The Authority
may require latest management accounts and the applicant shall be advised accordingly if this is the case)

Copy of appraisal report where reserves were created following a revaluation of the assets of the issuer

o [

Certificate from the issuer’s auditors indicating that the reserves are sufficient to cover capitalization

9. | Amovement schedule of the capital and revenue reserves for the last three years




DISCLOSURE REQUIREMENTS FOR ADDITIONAL ISSUES FOR ISSUERS LISTED ON THE MAIN INVESTMENT MARKET SEGMENT

1.1. | An issuer of securities to the public must ensure equality of treatment for all holders of such
securities of the same class in respect of all rights attaching to such securities.

1.2. | Subject always to the provisions of Part XIV of the Companies Act, 2015, an issuer proposing to
issue shares for cash may first offer those shares to existing shareholders in proportion to their
existing holdings. Only to the extent that the securities are not taken up by such persons under
the offer, may they then be issued for cash to others or otherwise than in the proportion to their
existing holdings.

1.3. | An issuer shall not issue shares which confer a controlling interest without prior approval of
shareholders in general meeting through a special resolution.

1.4. | Anissuer intending to make an additional issue should make an announcement within twenty-
four hours from the board'’s resolution to recommend the additional issue to the shareholders
and such announcement shall state that the issue is subject to the approval of the shareholders
and the Authority.

1.5. 1.5.1. Where anissuer obtains a general approval from the shareholders to issue shares
for purposes of acquisition and authorizes directors to issue such shares for that
purpose, the directors shall disclose to the shareholders and the general public
any acquisition involving such shares in which an existing shareholder has an




interest, or where the shareholding percentage or structure of the existing
shareholding will change as a result of such acquisition.

1.5.2. Where as a result of such acquisition a shareholder by virtue of shares arising out
of the acquisition is in a position to exercise control of an issuer, such acquisition
shall only be carried out with a special resolution of the shareholders in general
meeting notwithstanding the existence of the general provisions.

Authorisation of issue

2.1.

Subject always to the provisions of Part XIV of the Companies Act, 2015, where an issuer which
has listed shares has received notification from its parent company that the parent company
proposes to participate in future issues of shares by the issuer not made to existing shareholders
in proportion to their existing holdings (in order to maintain its percentage shareholding in the
issuer), such participation shall first be authorised by the shareholders in a general meeting by
special resolution and such authority shall be valid for a period of twelve months unless renewed
by shareholders at another general meeting.

2.2.

An issuer must obtain the consent of shareholders before any subsidiary company of the issuer
makes any issue of shares for cash or transfer of existing shares of such subsidiary company so
as to materially dilute the issuer’s percentage interest in the shares of that subsidiary company.
For the purposes of this paragraph and paragraph 2.1 above, a subsidiary company which
represents 25% or more of the aggregate of the share capital and reserves or profits (after
deducting all charges except taxation and excluding extraordinary items) of the group will be
regarded as a major subsidiary company.

2.3.

The obligation to obtain the consent of shareholders set out in paragraph 2.2 does not apply if
the subsidiary company is itself listed and so must comply with paragraph 2.1. In such a case,
the issuer must ensure that its equity interest in the subsidiary company is not materially diluted




through any new cash issue or transfer of shares by such subsidiary company. In the case of a
rights issue, if the issuer does not propose to take up its rights, an arrangement must be made
for the rights to be offered to its shareholders so that they can avoid a material dilution in their
percentage equity interest.

Renunciation and other entitlements

3.1.

In a rights issue or open offer, an issuer need not comply with paragraph -2.3 above with respect
to:

3.1.1. securities representing fractional entitlements; or

3.1.2. securities which the directors of the issuer consider necessary or expedient to
exclude from the offer on account of either legal problems under the laws of any
territory, or the requirements of a requlatory body, provided that the Authority's
consent is obtained.

3.2.

In relation to a rights issue in which shareholders are given the right to participate in proportion
to the amount of existing shares, such rights shall allow for renunciability in part or in whole in
favour of a third party at the option of the entitled shareholders.

3-3:

In relation to rights issues and an open offer, the issuer shall fix the closing date for the receipt
of applications for, and acceptance of the new shares not later than thirty days after the books
closing date.

3.4.

Anissuer shall issue to the persons entitled to a rights issue within ten days after a books closing
date:

3.4.1. letter of entitlement of rights; and
3.4.2. provisional letter of allotment incorporating:
3.4.2.12.  form of acceptance;




3.4.2.2.  request for splits;
3.4.2.3.  form of renunciation; and
3.4.2.4.  excess shares application form.

3.5. | Except where a director is also a shareholder entitled to the rights provided in this Schedule, no
director of an issuer shall be given preferential allotment directly or indirectly in an issue of
shares or other securities with rights of conversion to shares unless shareholders in general
meeting have approved of the specific allotment to be made to such director. The notice of
meeting shall state:

3.5.1. the number of securities to be so allotted;
3.5.2. the precise terms and conditions of the issue; and
3.5.3. that such directors shall abstain from exercising any voting rights.

3.6. | When shareholders are offered a specific entitlement in a new issue of shares, such entitlement
must be on pro rata basis with no restrictions placed on the number of shares to be held before
entitlements accrue.

3.7. | Once the basis of the entitlement is declared the issuer shall not make any subsequent
alterations to such entitlements.

Lodging of the application
4.1. 4.1.1. Where the shares for which application is being made are offered by way of

rights, open offer or otherwise or allotted by way of capitalization of reserves or
undistributed profits or scrip dividend to the existing shareholders, the
application shall be lodged with the Authority at least ten days prior to the date
of books closure.




4.1.2. The Authority shall be at liberty to impose such conditions as it deems fit for the
protection of existing shareholders and potential investors in approving the
application.

4.1.3. Where the shareholders resolutions have not been obtained, the Authority may
approve the application subject to the approval of the shareholders.

The application formalities

5.1.

5.1.1. Theissuer’s application shall state:
5.1.1.1.  Information on the issuer, namely;

(i) the applicant’s name (both legal and trading name, if any); and

(ii) date, place and number of incorporation;

(iii) the legislation under which the issuer operates and the legal form
which it has adopted under that legislation;

(iv)A description of the issuer's principal objects and activities,
stating the main category(ies) of products sold or services
performed, and the degree of any government protection and of
any investment encouragement law affecting the business (es);

(v) registered office and, if different, head office of the issuer;

(vi)the website, and any other digital platform of the issuer (with a
disclaimer that the information on the website and any other
digital platform does not form part of the prospectus unless that
information is incorporated by reference into the prospectus);

5.1.1.2.  the dates of resolutions passed by its board of directors and shareholders
(where already obtained) furnish certified copies as required under the
Companies Act, laws of Kenya authorizing the issue of new shares;

5.1.1.3. information on any governmental, legal or arbitration proceedings
(including any such proceedings which are pending or threatened of




5.1.1.4.

5.1.1.5.

5.1.1.6.

5.1.1.7.

5.1.1.8.

5.1.1.9.

5.1.1.10.

5.1.1.11.

which the issuer is aware), during a period covering at least the previous
12 months which may have, or have had in the recent past significant
effects on the issuer and/or group’s financial position or profitability, or
provide an appropriate negative statement;

designation or title of each class of shares proposed for additional listing
and its amount, par value and whether fully paid;

the number of additional shares to be listed;

the effective date on which the additional shares are to be fully qualified
for admission to trading;

the exchange at which the applicant’s shares are listed;
purpose of issuance;
the names of the persons responsible for the application;

number of shares authorized by the articles and number of shares issued
and fully paid;

where applicable, the number of un-issued shares of each class of
security reserved for issuance for any purpose, and purpose for which
they are reserved;




5.1.1.12.

5.1.1.13.

5.1.1.14.

5.1.1.15.

5.1.1.16.

5.1.1.17.

5.1.1.18.

a brief description of the rights attached to the shares with regard to
voting, dividends, liquidation proceeds, pre-emption in future capital
increases or any other special circumstances;

the date with effect from which the additional shares will qualify for
dividend, whether dividend will be paid in full, and the circumstances
relevant to the time limitation on the right to dividend;

the nature of the document of title (if any) and its proposed date of issue;
how any fractions will be treated;

details regarding the proposed listing of the letters of allocation, the
subsequent listing of the new shares and the amount payable in respect
of listing fees;

details regarding the letters of allocation such as -
(i) acceptance;

(ii) renunciation;

(iii) splitting; and

(iv)  mode of payment.

in the case of a rights or scrip dividend issue or open offer -

(i) how shares not taken up will be dealt with and the time in which
the offer may be accepted;




(if) whether or not the documents of title (if any) are renounceable;
and

(iif)a statement in bold and uppercase, on the front page, drawing
shareholders’ attention to the type of election to be made (i.e.
whether shareholders will receive either cash or scrip if they fail to
make the election);

5.1.1.19. where the shares for which application is being made are shares of a class

which is already listed, being offered by way of rights or open offer, a
table of high and low traded market values for the securities of the class
to which the rights issue or offer relates for the first dealing day in each
of the six months before the date of the information memorandum and
for the last dealing day before the announcement of the rights issue or
offer and (if different) the latest practicable date prior to publication of
the information memorandum;

5.1.1.20. a statement pointing out possible tax implications for non-residents.

5.1.2.

The issuer’s application shall be endorsed with the following declaration under
the signature of two directors or one director and the secretary:

“We hereby declare that all information stated in this application and the
statements contained in the report are correct, and neither the board of




directors’ minutes, audit reports or any other internal documents contain
information which could distort the interpretation of the report”.

5.1.3. Theissuer'sapplication shall, where applicable, be accompanied by a declaration
by those responsible for certain parts of the information memorandum that, to
the best of their knowledge, the information contained in those parts of the
information memorandum for which they are responsible is in accordance with
the facts and that those parts of the information memorandum make no
omission likely to affect their import.

5.2.

An issuer shall not close its register to determine shareholders’ entitlement to participate in a
rights, scrip dividend or capitalization issue or open offer until one calendar week after the
information memorandum to shareholders has been approved by the Authority.

53

All schemes involving the issue of shares or other securities (including options) to employees
shall comply with the registration and approval procedures for employee share ownership
schemes prescribed in The Capital Markets (Collective Investment Schemes) Regulations, 2002.

5.4.

The issuer shall in the case of rights or scrip dividend issue:

5.4.1. show atimetable in respect of the following events-
i) books closure date to determine rights entitlement;
i) last day for splitting;

(

(

(iii) last day for exercise or rights;

(iv) last day for renunciation of rights;
(

v) last day for application for additional shares; and

5.4.2. state-




(i) the rights new issue ratio, date and basis of determining the price of new issue
shares;

(i) the expected net proceeds and its application;

(iii) if any underwriting agreement exists, a copy of such agreement shall be submitted
to the Authority;

(iv) the names and addresses of the auditors who have audited the accounts of the issuer
during the preceding three years; and

(v) the names, addresses, qualifications and material interest, if any in the issuer, of the
stockbrokers sponsoring the application for admission to listing.

5.5. | Alisted company must ensure that a rights issue or open offer remains open for acceptance for
at least ten business days. For the purposes of calculating the period of ten business days, the
first business day is the date on which the offer is first open for acceptance.

5.6. | Anapplication by anissuerforrights issue or any additional issue pursuant to this Schedule shall

be accompanied by the following:
5.6.1. information about the management of the applicant;
5.6.2. astatement on any significant development(s) affecting the applicant, financial
position of the applicant or its business since the latest annual report of the

applicant for which either audited financial statements or interim financial
information have been published, or provide an appropriate negative statement;

5.6.3. if the applicant’s securities have been suspended, provide details of the same;




5.6.4. if the shares to be listed are to be issued in connection with the acquisition of a
controlling interest in, or of all the assets subject to a liability of another
company and that company’s profit and loss accounts to the date of the last
balance sheet supplemented by the latest available interim statements;

5.6.5. one copy of each contract, plan or agreement pursuant to which the shares
applied are to be issued;

5.6.6. if the shares applied for are to be issued in acquisition of an equity interest in
another company, or properties or other assets, one copy of any engineering,
geological or appraisal report, which may have been obtained in connection with
the proposed acquisition;

5.6.7. one copy each of all letters of approval from the relevant government
authorities; and

5.6.8. astatement or estimate of the cost involved in the application divided into-
(i) brokerage expenses;
ii) approval and listing fees;

iii) printing;
iv) advertising;

A~ N /N A/~

v) professional fees (legal, auditors, valuers); and
(vi) other costs.

5.7.

The issuer shall state in tabular form, for each issue or series of funded or long-term debt of the
issuer and its subsidiary companies, the following-

5.7.1. fulltitle (including interest rate and maturity date);




5.7.2.
5.7-3
5.7.4.
5.7.5.
5.7.6.

5.7.7-

5.7.8.

amount authorized by the debt instrument;
amount issued to-date;

amount redeemed;

amount outstanding;

issue price;

date of payment of interest; and

date and terms of redemption.

5.8.

The issuer shall, in the case of acquisitions, state-

5.8.1.

5.8.2.

5.8.3.

5.8.4.

5.8.5.

5.8.6.

whether the shares applied for are to be issued as a total or part of the
consideration for the acquisition of-

(i) a controlling interest in, or the major part of the business and assets of,

another company; or

(ii) specific assets or properties;
names of parties involved in the acquisition and the date of contract entered
into;
the transaction, and the assets or business to be acquired, in sufficient detail to
indicate the relative value thereof in relation to the consideration to be paid;
the principle followed and factors considered in determining the consideration
to be paid in the acquisition, and the persons making the determination and their
relationship to the applicant;
why the management of the issuer regards the acquisition as a favourable one
from its point of view; and
whether or not any officer, director or major shareholder of the issuer (or a
related company of the issuer) has any direct or indirect beneficial interest in the
assets to be acquired or the consideration to be paid and, if such interest does
exist, describe it.




5-9-

If the controlling interest in, or the major part of the business and assets of, another company
is being acquired, the issuer shall state briefly the history and business of that other company
and furnish the audited financial statements of that other company for the three years
immediately preceding the proposed acquisition complying with International Standards of
Accounting and Reporting (ISAR).

5.10.

If any engineering, geological or appraisal reports, were obtained in connection with the
proposed acquisition the issuer shall include appropriate excerpts from such reports.

5.11.

If the shares applied for are in respect of bonus shares capitalized from reserves the issuer shall-

5.11.1. identify the reserves from which the bonus shares are to be capitalised;

5.11.2. show a three-year schedule of the movements in the relevant reserve accounts;
and

5.11.3. where any of the reserves were created following a revaluation of the assets of
the issuer, submit a copy of the relevant appraisal report, and a certificate from
the issuer’s auditors that the reserves are sufficient to cover the capitalization.

5.12.

The issuer shall:

5.12.1. make a declaration that the audited annual accounts of the issuer, or in the case
of a group, the consolidated audited accounts of the issuer and its subsidiary
undertakings for each of the five (5) financial years preceding the application
have been audited in compliance with the International Standards of Accounting
and Reporting (ISAR); and

5.12.2. furnish a statement from the issuer’s auditor stating all circumstances regarding
the additional listing known to the auditor, which could influence the evaluation




by investors of the assets, liabilities, financial position, results and prospectus are
included in the report;

5.12.3. make a statement that the approval in-principle granted by the Authority is not
to be taken as an indication of the merits of the issue, the issuer, its subsidiaries
or the securities;

5.12.4. make a statement that the Authority assumes no responsibility for the accuracy
of any of the statements made, reports contained and opinions expressed in any
of the documents relating to the issue;

5.12.5. provide signed copies of all agreements between them and the transaction
advisory team before the offer opening date.

5.13.| Where an issuer considers it necessary to make underwriting arrangements for the rights issue,
details of such underwriting arrangements shall be subject to the approval of the Authority.

5.14.| Disclosure of underwriting agreement, costs, details of the underwriter and relationship (if any)
of the underwriter to the issuer or any if its directors shall be made.

5.15.| All documents relating to the additional issues shall be in English and shall be accessible on the
approved electronic platforms and website and any other digital platform of the Issuer.

' The checklists issued by the Capital Markets Authority Kenya(CMA) are intended to provide clarity and assistance in navigating regulatory requirements.
However, it is important to note that these checklists are not intended to serve as a substitute for reading and comprehending the regulations themselves.
Individuals and entities subject to regulatory oversight should familiarize themselves with the applicable laws, rules, and regulations, and seek appropriate
legal or professional advice as needed. The checklists provided by the Capital Markets Authority are meant to supplement, not replace, a thorough
understanding of regulatory obligations.




