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SlNo Designatiotr Violatiott Value/Principlc
violatccl

Actiott taken

24 Senior
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nc Encineer
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I ntegrity First walning

25 Mechanical
Enqineer

lnsuboldinat
on

Integrity First u,alning

26 ECDE
Teacher

Insuboldinati
on and
Unaccountab
ility

I ntegrity,
transprrency and
accountability

Dismissed

5.0 Itnpediments in the promotion oJ Natiunl Values and
Pritrciple s oJ Covernatrce

Promotion of National Values and Principles of Covernance wele
impeded by the following-

(a) lnadequate budgetary allocation fol implementation of the
proposed programmes;

(b) Intense lobbying by the public in rclatron to recluitments.

(c) Claims of extoltion by the public

(d) Lack of cooperltion fronr conrplainants (the public) in
providing conclusive evidence for prosecution of cases

relating to extoltion/ blibery;

@ Delay by investigating /enforcing agencies to irrvestigate and
prosecute reportcd cases.

0 Litigations by aggricved staff before conclusion of internal
adnrinistrative processes and the long time taken by the
courts to conclude on the same.

6.0 Specific recottnrctulttlions urrd pt'<.tgrcrnts planrrcd or
aftlertaken lty the Boartl toA,etds promotiott of Natiortal
Valucs atd Principles of Governatrce

'lhe Board planned and undertook the fbllowing specific
recommendations and programs ainred at pronroting National Values
und Principles of Covernance

(a) Induction of statc and public officels joining the County
Public Service on Values and Principles of Governancel

(b) Enhanced collaboration with the County Anti-Corruption
Committee in promotion of National Values and Principles of
Governance;

(c/ Provided regular advisories to the County Executive
Committee on dynanric aspects of Hunran Resource
Management and development that enhance the practice of
good Governance;

(d/ Provided an alterna(ive comrnunication channels for purposes
of receiving feedback from staff and public on Values and
Principles of Covernance in the County public service.

Dated the 4ch lanuary,202I.
WILLIAM KOECH,

MR/2356919 Secretary, Uasin Gishu Count), Public Service Board.

IN EXERCISE of the powers conf'erred by section I I (3) (ri) of the
Capital Markets Act, the Capital Markets Authority issues tlre
Guidelines on Buybacks for Listed Companies as set out in the
Schedule.

SCHEDULE

l. (l) These Cuidelines have been issued Intloduction
fbr guiding listed companies that intend to application,

undertake share buybacks.
(2) A listed company that intends to buy

back its shares shall comply in lull with the
provisions of the Cornpanies Act. 20 15.

and

Capital Malkets Act. and these Guidelines.
2. In these Guidelines, unless the context Dct'inirions.

otherwise requires-
"distributable plofits" has the meaning

assigned to it under section 423 (l) of the
Companies Act,20l5;

"listed conrpany" means a compirny rvhich
has any of its seculities listed on r securities
exchange;

"off-mat'ket purchase" mcans the purchase
of the securities of a listed conrprny nrade-

(a) outside an apploved seculities
exchange; or

(b) on an approved seculities cxchange but
is not subject to a matketing
arlilngement on the exchange;

"on-mal'ket (exchange) purchase" means the
purchase of the securities of a listcd conipany
that is n'rnde on a securities exchange: and

"tleasuly shares" means the shares of a

listed company that have bcen bought back by
the listed conipany flom the company's
shareholders and have not been cuncellcd.

3. (l) A listed company nray only buy back Powcr to undertake
its shurcs if the Articlcs of Association of the sharcbuybnck.

listed company plovidc tbr share bu),backs.
(2) A pLoposal to buy back thc shares of a

listed conrpany shall be approved by the
shareholders of the company at a general
meeting of slrareholders before the share
buyback is undertaken.

(3) Where a listed company intends to
subnrit a share buyback proposal to the
company's shareholders for approval at a

general nreeting, thc conrpany shall provide
the shareholders with a circular sctting out the
terms and conditions of the sharc buyback
proposal:
Provided that thc circular shall filst lrave been

(a) approved by thc Authority pursuant to
regulation 63 of thc Capital Markets
(Licensing Requirenrents) (General)
Regulations, 2002; and

(b) shall have been submitted to the
securities exchange on lvhich the share
buyback transactiol.ls slrall be

undertaken by the listed company.
4. (l) Thc circular contenlplated in

paragraph 3 (3) shall disclose all material
intbrmation that the sharcholders of tlrc listed
compally and the sharelroltlers' professional
advisors would reusonably require or expect to
be infbrmed about in order to nrake au

infbrrned decision on the proposed share
buyback transaction.

(2) Despite the generality of subparagraph
(l), the circular shall contain the lbllowing
information -(a) the reasons for the share buyback;

(b) the number of shares of thc listed
colnpally tlrat are intende(l to be bought
back:

(c) the nethod of undertaking the share
buyback including whether or not rhe

buyback shall be undertaken-
(i) tlrrough open rnarkct repurchase

programmes executed tlrrough
tender off'ers ol over a peliod o[
titnei or

(ii) through on -market (exchange) or
off-nrarket pulchases :

(d) the treatment by the listed company of
the shares to be bought back
including -(i) whether or not thc shares bought

back shall be held in treasury or
cancelled; and

(ii) where the shares that have been
bought back are inteuded to be

Shareholdcr circular

CAZETTE NoTIcE No, I 2325
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held in treasuly, the listed
company shall disclose the cunent
and future tr€atment ol' thosc
treasuly shrres;

(e) the price-per-shale intended ro be paid
by the Iisted company specifying the
maximum and minimum prices of the
shares and a detailed explanation
supporting the prescribed price
including valuation reports;

(0 tne mode of financing the share
buyback either being the proceeds flom
a fresh issue of shares or out of
distributable profits of the listed
conlprny;

(g) whether ol not consent for the shale
buyback has been obtained from other
relevant parties including bondholdels,
regulutors and creditols;

(h) a decluration by the directors of the
listed company of the conrpany's
solvency or liquidity based on the
conrpany's last audited financiul
statements that is sufficient to undertake
the share buyback including a statement
that on the date of the shureholder
circular-
(i) the assets of the listed company are

fuirly valued;
(ii) the assets of the listed company are

equal to or exceed the liabilities of
the listed company; and

(iii) the listed conrpany shall be able to
pay irs debts as they come due in
the ordinary course of business fbr
a period of twelve months;

(i) the potential inrpact of the proposed
share buyback on thc shareholding
structure of the listed company;

() the risk factors and assumptions of the
share buyback transaction;

(k) any related party trilnsactiorl or
director's interest in the share buybuck
transactioni

(l) the impact of the share buyback on the
listed conrpany's financial position;

(nr) the period during which the
shareholders' approval for the share
buyback shall be valid; and

(n) any other relevant information regarding
the proposed share buyback transaction.

5. If a listed company intends to buy back
its shures through off'-market purchases, that
company shall submit the draft share buyback
contract to the Authority for approval in line
with the requirements for private transactions in
addition to the shareholders' circular
contemplated under paragraph 3 (3).

6. (l) A listed company that intends to buy
back its shares shall publish. wirhin nventy-four
hours of rhc board's resolution approving the
share buyback, and rvith thc approval of the
Authority, a public announcernenl of the
intended share buyback in at least one
newspaper of nationrvide circulation and on the
company's website.

(2) Tlre listed cornpany shall subrnit the
published public announcement to the
securities exchange and the exchange shall
publish the announcement on its website.

(3) The announcement shall contain material
information on the share buyback including
the following-

(a) the method of effecting the share
buyback (on-market (exchange)
purchase or off-market purchase);

(b) the minimum and maximum prices of
the shares to be bought backi

(c) the treatment of shares by the listed
company after they are bought back;

Off-markct purchasc

transactions.

Putrlication of notice.

(d) the percentage of the shirres to be

b<lught us a proportion oi thc issued
shule capital of the listed company; and

(e) the tlansaction advisors advising the
listed company in the shate buyback
transaction.

(4) The announcement shall contain a

statement that the listed company shall provide
the shareholdels with a circulal on the
proposed share buyback seeking the
shareholdcrs' approval aftel the cilcular on the
share buyback has been approved by the
Authority.

7. If a listed company intends to buy back
its shares through on-market (exchange)
purchases -(a) the maximum share buyback price of

the shares to be purchased shall be ten
per cent above the weighted price
average of the sharcs during the peliod
of thirty days befbre the day of the
boald resolution approving the share
buyback: and

(b) the minimum shule buyback price of
thc shares to be purchased shall be the
nominal price of the sharcs or the
prevailing nrurket price. whichever is

lower, on the date of the botrd
resolution approving the share
buyback.

8. A proposal by a listed company to buy
back its shares shall not reduce or contravcne
the mininrunr capital and free float requiremcnt
for continucd listing of the conlpany in the
respcctive nrarket segment under the Capital
Markets (Securities) (Public Ofters, Listing and
Disclosures) Regularions, 2002, and any othcr
additional tiec f'loat requirenrents that nray be

introduced b1, the Authority.
9. (l) If a proposal to buy btck sharcs

relates to a class of shares of the listed
conrpany, the shares to be bought back by the
comprny back shall not excecd tcn pcr cent ot
the total issued shares of that class in a given
financial year:
Provided thrt the Authority nray consider
rvaiving this linrit on the written application of
the listed company.

(2) lf a listed corlpany opts to keep the
shares boughr back in treasury, thc treasury
shares shall not excecd tcn pcr cent of the total
issued shares of that class.

(3) Where a listed cornpany proposes to
reissue treasury shares. including uny reissue
to employee share orvnership schernes of the
company, the company shall seek (he approval
of the company's shareholders and Authority
pursuant to the Capital Markets (Securities)
(Public Offers, Listing and Disclosures)
Regulations, 2002. before reissuing the
treasury shflres.

10. (l) The volurne ol'the sharcs purchased

by a listed company on any single day may not
exceed ts,cnty-five per cent or rhe limit
prescribed by the Authority.

(2) The Iirnit under subparagraph (l)-
(a) shall be based on the liquidity of the

shares in thc rnarkct of thc average
daily trading volume for tlre four
calendar rveeks preceding the weck of
the purchase; and

(b) shall not be executed as to
signil'icantly adverscly affect the
liquidity of the shares in question.

(3) Thc share buyback shall not be effected
during pre-open session of trading of the
shares of the listed company.

t l. (l) A listed company that undertakes a

share buyback shall disclose to the securities
exchange the details of the buyback transaction

On-nrarkct (cxchangc)

purchascs.

Mininrunr capirrl and

ljee llorl rcquirenr!'nts.

Share buyback relating
lo a clilss ol shares ilnd

lrciltmcnt ol trcasury

shares,

Volume of shlres to be

purchased.

[-istcd cornpany must

ntake dirclosure on

sharc buybacks to thc
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immediately after the buying back of the shares sccuriry cxchangc.
and the disclosure shall be published on the
security exchange's website.

(2) The disclosure under subparagraph (l)
shall include information on the listed
company, the number of shures that have been
bought back. the plice per shale of thc shar.es

that have been bought back, and the
percentage of the free float after the sharcs
have been bought back.

12. A listed conrprny shall- Duration of a buyback

(a) complete the share buyback *i,hin 
ott'"'t'"'

period not exceeding eighteen months
from the date of the shar.eholder
resolution apprcving the shar.e buyback
proposal; and

(b) separate the shale buyback programmes
by a period of thrce hundled and sixty-
tive days.

13. (l) A listed company shall not under.rake prohibition,

a shure buyback transaction- canccllation (n.

suspension of sharc

buybacks.
(u) during the period of foulteen days

before the publication of the company's
half-yearly or annual financial
statements; or

(b) after it has become aware of any
material infornration which has not been
nrade public which, if disclosed, could
affect the price of the company's shares.

(2) A share buyback nray bc cancelled or
suspended if-

(a) nraterial information is announced
within fourteen days before the buyback
being conducted: or

(b) if the listed company deenrs it fit in the
circumstances:

Provided that the cancellarion or suspension is
done within a reasonable tinre befbre tlre
effective date of the buyback transacrion.

14. (l) A listed company rhat undertakes a

share buyback transaction slrall subnrit to the
Authority daily reports on thc share buyback
transilction undertaken and (he treatnient of thc
shares act;uired by thc listed company
including reports on the price and volume of
shares bought back and any treasury shares sold
by the company.

(2) A listed conrpany that undertakes share
buyback transactions shall disclose in irs
annual report any share buyback transactions
undenaken in the year to which the report
relates and the treatment by the company of
the shares bought back.

15. If, after a share buyback, the Iisted
company that buys back its shares proposes to
dc-list its shares fiorn the securities exchange
or the cornpany is privarised-

Rcporting
disclosures.

and

Dc-listings
pri vatisations

approved

independcnt

shareholders.
(a) the directors of the lisred company and

any person acting in concert with the
directors shall not be consiclered to be
independent and shall not be entitled ro
vote at the meeting of shareholders
convened to approve the share
buyback proposal; and

(b) the share buyback proposal shall be
require to be approved by-
(i) at least seventy-five per cent of

the votcs attached to the sllares
orvned by indepcndent
shareholders that are cast either in
person or by proxy at a duly
convened general meetingl and

(ii) the numbcr of votes cast against
the resolution shall not be rnore
than len per cent of the votes

to

and

bc

by

attached to the shales owned by
independent shareholders.

16. If a shule buyback tr.ansaction rriggel.s
the percentage shareholding linrits thar may
lead to a takeovel of the listed company, the
Capital Markets (Takeovers and Merger.s)
Regulations, 2002, shall apply.

17. (l) A listed conrpany shall comply with
the corporate govetnance lequilemcnts, listing
obligations and all lelevanl writtcn laws and
Regulations of Kenya as ntay be applicable
during the share buyback process.

(2) A listed company undcrtaking shar.e

buyback shall ensule that it, its director.s,
shareholders, connected persons, lnd persons
acting in cotrcert with the conrpany or its
directors, do not commit any off'ences relating
to market abuse ol insidel dealing dur.ing thc
share buyback.

Dated the 7th Ocrober, 202 I .

THOMAS KIBUA,
Ar:ting Chairperxn,
Cu 1t i tu I M urke t s Au th or i t 1,

WYCKLIFFE SHAMIAH,
C h i cJ Elu: u t it, a O lJi < e r

Culti nl M urkets Att tlutri t y

CAZETTE NOTICE NO. I 2326

THE STANDARDS ACl'

(Cup.496)

DECLARATION OF KENYA STANDARDS

PURSUANT to secrion 9 (l) of rhe Standards Act, rhe Narional
Standards Council declares the specifications or codes of practicc
appearing in the schedule hcreto to be Kenya Standards rvith effecr
from the clate of publicatiorr of this noticc.

Nurttber 7-itlc ol Spetificution or Coilc of Itruttitc

Cltenic'ul

KS EAS 985-l:2020 Kenya Standard - Hcrnreric storage lrags
Specificarion part l: Woven

polypropylene ourer lrag, Firsr Edition

KS EAS 987-l:2020 Kenya Standard - Class conrainers -Specification plrr l: Bortles for
carbonatcd and non-carbonated drinks. First
Edition

KS EAS 984-l:2O2O Kenya Standard - Puckaging ancillary
rnarcrials - Specification - 

parr I: Single_
sided pressurc sensitivc adhesive tapes, First
Edition

KS EAS 986,2020 Kenya Standarcl * Porrable rigid plasric
herrnetic grain silo - Spccificarion, Firsr
Edirion

KS EAS 849:2O21 Kenya Standard - Silk (sheen) crrulsion
paint fbr interior use _ Specilication, First
Edition

KS EAS 936:2021 Kenya Standard - Gloss solvenr borne
paint
Spec

fbr interior and extcrior usc
ificarion. Firsr Edition

KS EAS t)37 2O21 Kenya Standard - Scrni-gloss (egg-shell)
solvent borne paint for intcrior and extcrior
usc - Specification. Firsr Edirion

Kcnya Standard - 'fexturetl paint .-
Specificution. Firsr Edrtion

Kenya Standard - Dlop on materials frlr
road nlflrking painr - Spccilication. Firsr
Edition

Food

KS EAS 4-l 2021 Kenya Standard - Inf ant tbrmula -Spccification - Part l: Folrnula tbr ntxntal
nutritional use, Third Edition

Capital Mtrkc(s
(Takcovcrs and

Mcrgcrs) Rcgularions,

2002 to apply.

Lislcd contpa[y to
conlplv \yith applicablc

laws anrl rcgulations.

KS EAS 998:2021

KS EAS 9992O2t



EXPLANATORY MEMORANDUM ON TI{E GUIDELINES ON SI{ARE BUYBACKS

FOR LISTED COMPANIES

Statutory Instrument

Parent Act

Enacted Pursuant to

Name of the Ministry

Gozetted on

GAZETTE NO. 12325

PART I

: Guidelines on Share Buybacks for Listed Companies.

: Capital Markets Act, Cap 4854.

: Sections 1l(3) (d) of the Capital Markets Act.

: The Natioual Treasury.

: 12tl' Novernber,202l

PART II

l. Purpose of Statutory Instrument

Share buybacks refers to the acquisition by limited companies of its own shares. The concept was

introduced in Kenya pursuant to Part XVI of the Companies Act,2015 (the Cotnpanies Act) to
provide limited companies with a unique opportunity to consider this option as an additional

strategy for lirnited companies wishing to re-invest in themselves.

In a typical share buyback transaction, a conlpany buys back its shares and then cancels tltetn and

the amount of the company's issued share capital is dirninished by the nourinal vahte of tlie
cancelled shares. This effectively leaves the remaining shareholders with larger stakes in the

company.

Part XVI of the Companies Act contains general procedures to be applied by any lirnited

conlpany intending to acquire its own shares eitlier througli a tnarket purchase or an off-ntarket

purchase. Specifically, Division 3 gives limited courpanies that have a share capital powers to

purchase its own shares including redeernable shares subject the requirements thereunder,l and

any restriction or prohibition in the courpany's articles.

In addition to the prescriptive requirements under the Cornpanies Act, thc Capital Markcts

Aurthority (the Authority) has developed additional Guidelines that will further apply to Companies

listed at the Securitics Exchange. The Guidelirres provide additional disclosure requireurents that

must be cornplied with to fully operationalize the share buyback regitne for compauies listed on

1 Conrparries Act, 20 15. Sec sections 447 to 451



the bourse coupled by the need to protect investors while at the same tirne ensuring liquidity in the
rnarket.

2. [-cgislative Context

The Guidelines on Share Buybacks for Listed Companies are rtrade pllrsLlant to section ll(3) (d)
of the Capital Markcts Act, Cap 485A Laws of I(enya (the Act), which enlpowers the Authority
to issue Guidelines on matters within its jurisdiction for pllrposes of carrying out its objectives
under thc Act. Thc Guideline is divided into the following parts:

Part I: Provides for the introduction and application of the Guidelines. It explains the nexus

betweett the Guidelines and the Companies Act,20l5 and requires that companies undertaking a
sharc buyback cornply with both picccs of legislation,

Part II: Provides for the powers to undertake share buybacks by cornpanies. It requires listed
companies to ensLlre that their Articles of Association have a provision ellpowering them to
undertake share buybacks. With regards to the shareholders, the Guidelines requires listed
conrpatties to seel< for autl,oriz-ation to undertake a buyback from its shareholders in a general
meeting and the submission of the shareholder circular to the shareholders, the Authority and the
Sccuritics Ilxcliangc.

Part III: Givcs dctailcd rcquircrncnts ol-rvhat n'rust bc discloscd in the shareholder circular

Part IV: Provides l'or off-market purchase transactions. Requires the submission of the draft share

buyback contract togcther with thc shareholder circular to thc Authority for approval in line with
the rcquircntents of private transactions.

Part V: Requires the tinrely publication of notice by a cornpany intending to undertake a sharc
buyback. It also providcs for the disclosures to be nrade in thc public notice.

Part VI: Provides for on-nrarket (Exchange) transactions. Specifically, it provides for the
maxinrurn and minimurn buyback price.

Part VII: Provides for the urininrum capital and free float requirement. The part specifically
highlights that sliare buyback transactions ought not to reduce or breach the minirnurn capital and

free float requiretneut for continued Iisting of the conrpany on the respective market segment under
thc Capital Markets(Sccurities) (Public Offers, Listing and Disclosurcs) Rcgulations,2002.

Part VIII: Addrcsscs sharc buybacl<s rclating to a class of sharcs and thc trcatntcnt of trcasury
sltarcs. It rcquircs lor thc general rulc that, whcrc slrarc buyback rclates to a class of sharcs, thc
buyback or.rght not to cxcccd l0% of'thc total issucd sharcs oIthat class in a given financial ycar.
Otr trcasury sharcs, it gives companics thc optiorr to kccp the shares bought back in trcasury

2



provided they do not exceed l0% of the total issued shares of that class and allows companies re-

issue the treasury share pursuant to seeking approval frour the Authority.

Part IX: Provides forthe volume of the shares purchased. It limits the volunte of shares that catr

be repurchased on any single day to a ceftain percentage.

Part.X: Requires listed companies that undertakes a share buyback to make certain disclosures of
the details of the buyback transaction to the Securities Exchange and publication of the saure on

the on the website of the Exchange.

Part XI: Provides for the rnaximum period for undertaking a share buybacks. The part also

requires companies to separate its buyback programs by a period of 365 days.

Part XII: Provides for Conditions for undertaking, cancelling or suspending share buybacks.

Prohibits companies from undertaking a share buyback during the period of two (2) weeks prior

to the publication of its half-yearly or annual financial statements; or after it has become aware of
any rnaterial infonlation which has not been made public, which if disclosed, could affect the

price of the shares. Also provides that a repurchase cancelled or suspended if rnaterial inforrnation

is announced within 14 days prior to the buyback.

Part XIII: Provides for reporting and disclosures obligations. It requires cotnpanies that undertake

a repurchase to avail reports to the Authority on a periodic basis and provides for what should be

contained in the reports.

Part XIV: Provides the procedure for approval of delisting's and privatizations by independent

shareholder in the event a share buyback triggers suclt.

Part XVI: Provides for the applicability of the Capital Markets (Take-overs and Mergers)

Regulations,2002 In the event a proposed share buyback breach the linrits that rnay trigger a

takeover.

Part XVII: Requires cornpliance with laws and regulations that may be applicable to share

repurchase transactions.

3. Consultation

The Authority published a public notice in the daily newspapers requesting fbr coururents fiotrr

stakelrolders and the general public bctween 30tl' June, 2020 and 3lst July, 2020. The Comuents

received were reviewed and considered in the refinement of the Guidelines. The public notice and

stakeholder engagemeltt matrix are attached hereto.

4, Impact
4.1 The Impact on Fundamental Rights and Freedonts

3



The Share Buyback Guidelines seek to enhance fair treatment of shareholders and market integrity
in share buyback transactions by promoting transparency and accountability.

4.2 7.he intpcrc't on tlte Privote Sector

'fhe.Gr.ridclines seek to provide additional guidance to listed cornpanies to ensure that their right
to sharc buybacks is not abtrsed. It also seeks to achieve rnarket stability.

3.3 7'he intpact on the Public Sector

The Guidelines seek to promote investor protection and fair treatment of shareholders in a bid to
bolster market confidence.

3. 4 I ntpact Asses.s ntent

'fhe Guidelines seck to prornote rlarket integrity by balancing the rights of cornpanies to undertake
sharc repurchases and the rights that accrue to shareholdcrs.

5. N{onitoring and reviclv

I'he irnplerttentatioti of thc Share Buyback Gr"ridclines will be clorre through the approval ancl

sttpcrvisiott processcs u'ltcncvcr listcd conrpanics sceks ap1'rroval frout the Autliority to undcrtal<c
a sharc rcpurchase.

6. Contact

'l'he Chicf Executivc
Capital Markcts Autlrority
Ilmbankmcnt Plaza, 3''l Floor, Longonot Roacl, Uppcr IJill
P.O. Box 74800-00200,

NAIIIOBI

T el: +25 4 -20 -22649 00, 222 | 9 | 0, 2226225

Website: www.cma.or.ke

4J



LA
a

CAPITAI,
It4ARKEl S AUTHORITY

THE CAPITAL MARKETS AcT (CAP +8SA)

The acquisition by limited companies oftheir own shares was introduced in Kenya pursuant to the Companies Act, 2015
(th€ Companies Act) to provide limited companies with a unique opportunity to consider this option as an additional
strategy for them to re-invest in their operations.

Part Xvl of the ComPani€s Act contains general procedures to be applied by any limited company intending to acquire
its own shares either through a market purchase or an off-market purchase.

ln addition to the requirements under the Companies Act; the Capital Markets Authority pursuant to Section [(3] (d) of
the CaPital Markets Act, CaP (8SA has developed draft Guidelines on Share Buybacks by Listed Companies, 2o2o that
will apply to companies listed at the Nairobi Securities Exchange. The draft Guidelines provide additional requirements
for share buyback transactions by listed companies, including disclosures, approval requirements and timelines.
The Guidelines seek to enhance investor protection, promote liquidity and ensure transparency in share buyback trans-
a ctio n s.

ln accordance with Section rzA(3) of the Capital Markets Act, the Authority now invites stakeholders and the general

PUblic to submit comments on the proposed Guidelines on Share Buybacks for Listed Companies, available on
www.cma.or.ke.

Kindly submit your comments by July 31, 2o2o to:

The Ag. Chief Executive
Capital Markets Authority

P.O. Box 748oo-oozoo Nairobi

3'd Floor, Embankment Plaza

Longonot Road, Upperhill
Email: comments@cma.onke,

Website www.cma.or.ke

PUBLIC NOTICE

DRAFT GUIDELINES ON SHARE BUYBACKS
FOR LISTED COMPANIES
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lnclude submission of the
shareholder circular to the
Exchange. Provision included underthe new

subsection z 5.
Shareholder circular

Clause 3.2
ln addition, the shareholder circular
shall contain the following
information...

To provide appropriate disclosure
on buyback activity including
actions of company insiders and
directors.

We propose the inclusion of an
additional disclosure item aimed at
providing more transparency
including details of any share
buyback made within the last rz
months, including the total number
of shares purchased, purchase price
paid, total consideration paid for the
purchases and number of shares
held by current and former
corporate insiders and
Directors

This disclosure will be addressed
under guideline rz on reporting
and disclosure pafticularly :-z.t
which provides that a company
that undertakes share buyback
transactions shall disclose in its
annual report any share buyback
transactions undertaken in a
given year and the treatment of
the shares bought back.

Clause 3.2(b)
The numberofsharesto be bought
back.

The value of shares to be
purchased is more informative to
shareholders so they can
understand cash to be allocated to
purchases and the effect on
leverage. Share prices can vary
considerably so the number of
shares to be purchased under the
current langlqge is variable

We propose the "number" of shares
be replaced with "value" of buyback
authorization.

No of sha re is a requirement
under sec 458 (3) (a) ofthe
Companies Act. Value of shares
can be deduced through the
minimum and maximum prices
which has been addressed under
guideline 3.2 (e).

This protects market liquidity
Number of shares to be bought -This
should not be more than the
required float.

Guideline no 7 addresses this
Addition included.
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This provision therefore limits
the mode of financing thus
implying that companies may
not purchase its own shares on
credit terms.l And the same is

in line with international
standards.

should be restricted to distributable
profits only. This ensures the
company is not compromising its
solvency.

Refer to explanation above

Clause 3.2(h)

Declaration of solvency and liquidity by
the directors of the company to
undertake the share buyback. Such
declaration should include a statement
by the directors confirming that as at
the date of the shareholder circular, the
assets of the company are fairly valued
and are equal or exceed the liabilities of

From an accounting standpoint, it
is possible for a company to have a
negative equity value while
remaining well capitalized. This
scenario can occur if treasury stock
is greater than the rest ofthe
equity value. lt is noted the
existence of provision 8.2 is likely
to make this scenario unlikely.

For the avoidance of confusion, we
recommend removing "the assets of
the company are fairly valued and
are equal or exceed the liabilities of
the company and that" from the
proposal.

The Capital Markets Securities
Public Offers Listing and
Disclosures Regulations already
requires that for all listed
companies the total assets must
exceed the total liabilities at all
times. The Regulatory
requirement supersedes the
accounting interpretation for the
assessments of compliance with
continuous reportinq obliqations

rThis position is similarto t,K and South Afri(a. Companies share buyback in Nigeria are only repur.h.sed out of share premium account not olderthan nine months and
ora.tumulated profitofthe companywhich would othelwise be availablefordividends. The modeoffinan.ing in lndia is also by use ofthe share premium account. payment
forthe acquisition or pur.hase by a company of its own shares in Singapore must be made out of it5 distributable profits.'Distributabte profits,means profits that ar€
available for payments asdividends but ex(ludes any amount inthe company's share premium accounts andthe company's c. pital redemption reserves. tn tndia, repurchase
may be done usinqfree reserves, se.urities pr€mium acco unt or proceed5 of any shares or other specified securities howevera company (.nnot buy back its own shar€s or
other specified securities out ofthe pro(eeds of an earlier i5sue ofthe same kind ofshares or specified securities.
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Management and the Board of
Directors and insiders, as well as

related parties, shall not be allowed
to transact in off-market purchase
tra nsactions except for transactions
related to compensation schemes.

in an off market purchase is

subject to the same processT

The disclosur'es in the guideline
suffice.

This whole section should be
expunged from the guidelines.
OTC buy backs for listed securities
should be prohibited.
Refer to comment to guideline 3.2
above.

See comment on 3.2

Off market purchase
tra nsactions-Guideli nes requ ire

draft share buyback contract to be
submitted to the Authority.
However, the terms of the contract
must be authorised by a resolution
of the company before the
contract is entered into.

What is to be submitted to the
Authority is a draft contract and
the accompanying shareholder
circular which must have the
details as provided for under
guideline 3.

Once the contract is approved by
the Authority the same shall be
tabled at the shareholders
meeting.

7 Section 457



ln the event there are material
changes before sha reholders'
approval, the new draft should be
resubmitted to the Authority.

Publication of notice

Clause 5.r
The company intending to undertake
share buyback shall issue relevant
public announcements subject to the
Authority's approvalto be published in
at least one (r) newspaper of national
circulation and made available on the
company's website within one (r) day
of the board's' resolution to undertake
the share buyback.

To seek clarification regarding the
proposal.

We find the language of this
proposal unclear. lf the proposal is
aimed at announcing to the market
immediately prior to the company
commencing a buyback then market
participants would be able to front-
run the company's repurchases.
We also encourage buyback
information to be disclosed publicly
on the CMA and NSE website.

Is the stakeholder calling for a
short publication period t say 7-z

hours? We need to include
publication on NSE website, not
sure of CMA website as it does
not have much info on issuers.

Ithink clarity is needed on this.
The announcement to undertake
a buy back is very different from
the actual buy back as the buying
back of shares will be done only
after shareholder approval. The
announcement on the other hand
is after the board resolves to
undertake a buy back. ln my
opinion there will be no
announcement prior to actual
purchase of shares as it will have
already been publicly disclosed
the validity period of the buy
back.

I agree the announcement just
like any other material
announcement should be
disclosed on NSE website within
z4 hours. lagree z4 hours is
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FEEDBACK ON COMMENTS AND ISSUES RAISED ON THE DRAFT GUIDELINES

DURTNG A MEETING WITH THE NATIONAL TREASURY HELD ON T6TH AUGUST ZOZT

Provision underthe
Guideline

Comment/Ouestion Response

General Guideline Willthe guidelines only be

applicable to listed company or all

companies? lf it's the former, kindly
amend from'company' to'listed
company'

The Guidelines applies to listed

companies. We have amended to
specifically refer to 'listed
company' rather than 'company'.
Guidelines amended

Willthe Guidelines fall under legal

notice or gazette notice?
The AG will advise

What public participation
conducted? Any evidenceT

The Guideline was exposed to
stakeholders through a 3o days

stakeholder participation and an

additional z weeks to allow for
more input.

Evidence of the public
participation is as attached

What is the legal lifespan of a
Guideline?

The Guideline is a statutory
instrument, a nd therefore
construed as such with a lifespan

of ro years.

Consider adding a clause stating
that words used should be construed
within the meaning of the Act.

Amended accordingly

Provide definitions for new terms if
a ny.

The Guideline has not included

any new terms.

Consider using'Nairobi Securities
Exchange' as opposed to'Securities
Exchange'to be more specific.

Use of the latter term is more
inclusive because the term can be

applied to other Securities
Exchanges that may be licensed in

the near future.

Clause 2: Powers to
undertake a buyback

Kindly clarify on 2.4 and 2.5 on

submission of the circular to both
the Authority and the Securities
Exchange.
Will both be required to approve? lf
so, why? And, which approvalwill
come first?

2.4 means that the Authority will
be approving is the content of the
circular in accordance with the
requirements of Regulations 63 of
the Licensing General
Regulations.

2.5 on submission of the circular

to the Exchange is an additional
disclosure given the role that the
Exchange places with regards to
listed companies. However, the

Exchange willnot be approving

the circular.



Clause 6: On market
(exchange)

tra nsactions

Kindly justify the ro% threshold UK has adopted a 5% maximum
whereas South Africa has adopted
a too/o maximum. rooZ presents a

fair consideration for effecting a

buyback. ln our view, because it is

above the'3o-day weighted
average' this threshold allows
enough room as an attractive
offer to existing shareholders.

Further, too/ois in line with the
prescribed price limits in the NSE

trading rules which is as follows;

The daily price movement for an

equity security in a single trading
session shall not be more than
to,/o of the equity average price as

determined during the previous
session

Clause 8: Share
buyback relating to a

class of shares and
treatment of
treasury shares.

Kindly justify the ro% threshold 8.r:worldwide, having a threshold
limit is a policy decision aimed at
ensuring that the buybacl< does
not extinguish a certain class of
shares, thus substantially
affecting the free float and
ultimately, liquidity. The limit in
UK and Nigeria is t5o/o,lndia z5o/o

and Singapore too/0.

The Authority settled on the lower
limit of too/0, asthe most
plausible, given the levels of
liquidity of the Kenyan market.

B.z: The limit of rooZ on the
Treasury Shares has been
prescribed under section 527 of
the Companies act, zor5.

What consideration will the
Authority use to for giving a waiver
under B.r?

Clause 9: Volume of
shares to be
pu rch ased

Kindly justify the z5% threshold The threshold is to ensure that
the stock is not significantly
denied its market liquidity after
the share buyback.

The z5o/o limit in terms of volume
in a given day was benchmarked
with both UK and US.

To make it inclusive, the provision
further allows the Authority to
review the cap based on liquidity
of the shares in the market to



!

address challenges that may be

creates for low liquidity counters

What does'significantly affect' in

this context mean?

This has been drafted in broad

terms to give room for any other
consideration required to ensure

that the buyback does not
adversely affect the liquidity of
the stock in question, thus
triggering a steep rise in its price.

Clause ro: Listed

company to make
disclosure on share

buybacks to the
Securities Exchange

How does disclosure under this
provision differ from the disclosure
through the circular under 2.5?

Disclosures through the circular

under section z are intended to
provide shareholders with the

necessary i nformation to
determine whether to approve or
not a share buyback transaction
while those under this section are

to be done after the share

buyback exercise to provide
details on the performance of the
tra nsa ction.
Amended to provide better clarity

Clause rz:
Conditions for
underta king,
cancelling or
suspending share

buybacks

'Reasonable time' is subjective.
Consider providing an actual period
for what will suffice as reasonable

time.

This has been amended to state

that'reasonable time' must be

before the effective date of the
buyback transaction.

We may not be able to provide an

actual period because various

events may necessitate the
cancellation of a transaction. This

should be left open and the
reasonableness left to the
regulator to determine as no loss

would be occasioned by any party
other than the company that
cancels the transaction.

Clause r4:Approval
of delisting and
p rivatization

Kindly justify the percentages The percentages are to ensure

that the decision to delist/turn the
listed company into a private

entity receives an unequivocal
majority support, with the
Directors of the company (who are

now technically insiders) being

precluded from voting.
Please explain the correlation
between r+(b) (i) and (ii). How are

the percentages complementary?

There is a relationship in that;

7 5o/o being the idea I'majority vote'
threshold means that a clear
majority needs to support this
decision.



The ro% minority vote threshold
ensures that empowers the
minority to have their say, with a

ro% plus r vote implying that the
SBB should not sailthrough. Given
the implications of a delisting, the
proposal is to ensure that the
decision to delist has

overwhelming support and has

not been instigated by some
insiders who are trying to
secure/protect their interest.

Clause 15:

Applicability of the
Mergers and

Ta keover
R eg u lations.

Kindly clarify on the applicability of
the referred regulation

The Capital Markets (Take-overs

and Mergers) Regulations, 2oo2

would be applicable if the buy-
back coincidentally/because of
breaking certain clauses of the
SBB guideline leads to a

takeover/merger since the
shareholding after the buy back
may be affected.

Consider paraphrasing the
provisions to make it clear

Legalteam to give feedback
Provisions amended.


