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Naspers / Prosus: Simplicity at last

Longstanding clients might remember a complicated transaction back in August 2021, whereby Naspers
and Prosus tried to reduce their dominance in JSE indices. The result was a complicated crossholding
shareholder structure where Naspers owned 62% of Prosus and Prosus in turn owned 49.9% of Naspers.
It therefore comes as no surprise that the market hated this structure and penalized the companies
accordingly. Two years later, that structure has now been unwound. As the saying goes, “Simplicity is
the ultimate sophistication.” This has now been achieved and should stand both companies in good stead

going forward.

Longstanding clients might
remember a  complicated
transaction back in August
2021 between  Naspers
and Prosus. The aim of the
transaction was to try and
reduce the dominance of each
entity in JSE indices — which
was achieved to some extent
— but it created a complicated
cross shareholding structure
between the two entities. That structure has
added an unnecessary layer of complexity to the
Group and hampered the unlocking of value that
1s currently underway. Consequently, that cross
shareholding structure has now been eliminated in
a series of transactions which should stand both
companies in good stead going forward.

It is unnecessary to go
into all the detail behind
the  transactions, but
the diagram  overleaf
highlights the pre and post
structure. It is clear that the
post transaction structure
1s far simpler.

Post the transaction, there will be a slight
difference between the two companies. Prosus will
continue to house the Group’s listed investments

“In addition to its exposure to
Prosus, Naspers will also house the
South African assets, which include
Takealot.com, Superbalist.com and

Media 24..”

SPEED READ
The complicated cross shareholding structure
has been eliminated.
There is little ultimate impact for either
Naspers or Prosus shareholders, but the
transactions are different for each set. This
article explains the impact on your portfolio.

Fortunately, there are no tax implications of
this transaction, unlike the previous one which
was deemed to be a CGT event.

Going forward, the shares will still track

each other closely. However, only Naspers
shareholders will own the SA assets which may
lead to divergence over time.

in Tencent, Meituan and Delivery Hero, as well
as the investments in unlisted assets spanning
various online industries — including additional
food delivery operations,
classifieds, payment
technology, education
technology and a few
smaller bits and pieces. In
addition to its exposure to
Prosus, Naspers will also
house the South African
assets, which include
Takealot.com, Superbalist.
com and Media 24. Depending on the performance
of the SA assets, over time this will lead to a small
divergence between the two share prices, although
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it will be negligible for the foreseeable future  given that the SA assets are largely loss-making.

CURRENT VS POST TRANSACTION STRUCTURE
Current Structure Simplified Structure Post Transaction

Naspers Public Prosus Public Naspers Public Prosus Public
Shareholders Shareholders Shareholders Shareholders
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of Naspers Ltd
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We can break the companies down further, to help understand the new structures a little better.

THE REVISED UNDERLYING MAJOR HOLDING COMPANY STRUCTURES

PROSUS GROUP STRUCTURE NASPERS GROUP STRUCTURE
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Impact on your portfolio. to give effect to the transaction, which we must

Despite the complexities of this transaction, there ~ process to ensure completeness and consistency.

should be no impact on client portfolios, but you
will see various transactions being processed  The impact for shareholders is best illustrated
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through an example, shown in the table below.

Naspers Quantity Base Cost Market Price Market Value
Original position 100 R250,000 325,448 R325,448
Bonus issue 499,900 R- 325,448 R1,626,914,552
Subtotal 500,000 R250,000 R1,627,240,000
5000:1 Consolidation -499,900 R- -R1,626,914,552
Closing Position 100 R250,000 325,448 325,448
Prosus Quantity Base Cost Market Price Market Value
Original position 100 R120,000 131,225 R131,225
Bonus issue of new shares 117.96 R- 60,206 R71,019
Closing Position 217.96 R120,000 60,206 R131,225

With reference to these tables, I make the following
observations:

1. There is ultimately no change for Naspers share-
holders. The opening and closing position are the
same. New shares have been issued at zero cost,
and then subsequently consolidated to arrive back
at the same position.

Prosus shareholders will be issued with 117.96
new shares at zero cost for every 100 held. A
shareholder will have a larger shareholding after
the transaction, but the share price has adjust-

ed downwards to reflect the greater number of
shares in issue so the market value will remain
unchanged.

In the case where a Prosus shareholder ends up
with a fraction of a share, as per the example
above, the fraction will be sold by Prosus and the
cash credited to that shareholder’s account.

4. Importantly, these transactions have no tax con-
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sequences for shareholders. This is a welcome
development given that prior transactions have
been deemed to be CGT events.

Looking ahead

Shareholders might well question the rationale for
these transactions given no change to the end result.
However, they do simplify the Group considera-

bly, which brings its own benefits. Importantly, this
allows both companies to continue with their share
buyback programme (reducing their stake in Tencent
to buy back their own shares) which is accretive to
shareholders given the large discounts at which both
companies trade to their intrinsic value. Furthermore,
it will make the future unlocking of value within Pro-
sus’s investment portfolio far simpler. Shareholders
should see this as another step in the long process of
realising the potential within its investee companies.

The company structure is becoming simpler
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Topic: Outlook for 2024

Natal Midlands

Date: 7th of December

Venue: Oasis Conference Centre,
72 Main Road, Howick

Morning Time: 10am for 10.30am

Evening Time:  5.30pm for 6pm

Our next Insight seminar will take place in December in
Cape Town, Johannesburg and Howick. After an eventful

. ) ) . ) Johannesburg
2023 which has delivered its fair share of surprises, our Date: 65th of D 5
next seminar will take stock of the year and focus on the ate: th of December

outlook for 2024. Venue: Rosebank Union Church, Cnr
Winnie Mandela Drive and St
Andrews Road, Hurlingham

Time: 7am for 7.30am
Cape Town
n Harvard House is on Facebook Date: 4th of December
. Venue: ABRU Motor Studio, Lourensford
u Harvard House is on YouTube Wine Estate, Somerset West
Time: 5.30pm for 6pm

CONTACT DETAILS: HARVARD HOUSE GROUP
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For more information on the range of products and services =
offered by Harvard House Investment Management and its B
associated companies (including Harvard House, Chartered
Accountants), or for any financial advice, please contact the
Company at: @
W

The information contained in this newsletter comes from sources believed to be reliable, but Harvard House Investment Management (Pty)
Ltd, Harvard House Financial Services Trust, Harvard House Insurance Brokers and Harvard House, Chartered Accountants (collectively known
as the Harvard House Group), do not warrant its completeness or accuracy. Opinions, estimates and assumptions constitute our judgment as
of the date hereof and are subject to change without notice. Past performance is not indicative of future results. This material is not intended
as an offer or solicitation for the purchase or sale of any financial instrument. Any investor who wishes to invest with the Company should
seek additional advice from an authorized representative of the firm. The Company accepts no liability whatsoever for any loss or damages
whatsoever and howsoever incurred, or suffered, resulting, or arising, from the use of this newsletter. The contents of this newsletter does not
constitute advice as contemplated in the Financial Advisory and Intermediary Services Act (FAIS) of 2002.

The Harvard House unit trusts are registered under the Boutique Collective Investments. Custodian: Standard Executors & Trustees: Tel (021)
007-1500. Collective Investments are generally medium to long term investments. The value of participating interests may go down as well as
up and past performance is not necessarily a guide to the future. Collective Investments are traded at ruling prices and can engage in script
lending. Forward pricing is used. Commission and incentives may be paid and if so, are included in the overall cost. This fund may be closed
to new investors. Collective Investment prices are calculated on a Net Asset Value basis and auditor’s fees, bank charges, trustee and RSC
levies are levied against the portfolio. The portfolio manager may borrow up to 10% of portfolio NAV to bridge insufficient liquidity. Boutique
Collective Investments (RF) Pty Ltd (“BCI”) retains full legal responsibility for the third party named portfolio. Boutique Collective Investments
is a member of ASISA and is an authorised Financial Services Provider. Should you have any further queries or complaints regarding the suite
of units trusts offered by The Harvard House Group please contact: Boutique Collective Investments Call Centre, Tel: (021) 007-1500, Email:
clientservices@bcis.co.za. For your information, the FAIS ombudsman provides an independent and objective advisory service. Should you not
be satisfied with the outcome of a complaint handled by Boutique Collective Investments, please write to, The Ombudsman, PO Box 74571,
Lynnwoodridge, 0040. Telephone (012) 470 9080/99. Fax (012) 348 3447. Email: info@faisombud.co.za

Performance figures quoted for the portfolio is from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV
with income reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date.
Actual investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment
and dividend withholding tax. Performance fees do not apply to any funds managed by Harvard House. The manager does not provide any
guarantee either with respect to the capital or return of the portfolio. A schedule of fees, charges, and maximum commissions are available
on request from the manager.

Harvard House Investment Management (Pty) Ltd*, Licence no: 675 Harvard House Insurance Brokers*, License no. 44138

Harvard House Financial Services Trust*, Licence no: 7758 * Authorised financial service providers in terms of FAIS (2002)



https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A
https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A

