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The end of the road for preference shares as funding instrument?

English

Preference share funding structures have become increasingly popular in South
Africa. A preference share funding structure involves the subscription by a financier
for preference shares in the share capital of a company, with these preference
shares having a pre-agreed dividend rate and capital redemption profile. The reason
why this funding structure is often preferred is because the dividends on preference
shares received by certain holders are exempt from income tax, while interest on
loans often cannot be deducted from the income of the borrower.

Subordination agreements: When you're not assisting, but you're definitely

involved

On 27 December 2024, certain sections of the Companies Amendment Act 16 of
2024 came into effect, which included an amendment to section 45 (“financial
assistance”) of the Companies Act 71 of 2008 (Companies Act) that carves out “the
giving by a company of financial assistance to or for the benefit of its subsidiaries”.
This amendment in particular has steered recent dialogue towards the question:
when does the provision of financial assistance by a company fall within the scope
of section 457
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Signs of a suretyship or grounds for a guarantee?

Given the recent move towards the electronic signature of agreements and other legal documents, there has been some debate
around the signing requirements for a guarantee; specifically, whether the requirements applicable to the signing of a suretyship

also apply to a guarantee.
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