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To control .thelloperation of share block schemes; and to
provide for matters connected therewith.

“ frtkaans text signed by the Stare Prestdent )
(Assented to 5 May 1980.)

BE IT ENACTED by the State Presndent, the Senate and the
House of Assembly of the Republic of South Africa, as
follows — , )

1. In this Act, unless the context otherwise indicates—

(i) “‘bank’ means a banking institution registered under the

~ Banks Act, 1965 (Act No. 23 of 1965); (v)

(ii) “‘building society’” means a permanent building society
registered under the Building Societies Act, 1965 (Act
No. 24 of 1965); (v1) ‘

(iii) ‘‘Companies Act’’ means the Compames Act, 1973 (Act

©© No. 61 of 1973); (xvii)

(iv) *‘contract’’ includes a contract sub_]ect toa suspenswe or
resolutive condition; (xiv)

(v) “‘court’” means a court of the provmcxal or local
division of the Supreme Court of South Africa in whose
area of jurisdiction any property in question is sxtuated
(xiii)

(vi) “development scheme means a scheme contemplated
in section 4 of the Sectional Titles Act; (xix)

(vii) *‘estate agent’’ means an estate agent as defined in
section 1 of the Estate Agents Act, 1976 (Act No. 112
of 1976); (x) .

(viii) “‘immovable property , In relation to a share block
company, means land, and mcludes any bulldmg erected
or to be erected; (XXI)
(ix) “‘loan obhganon in relation to a share block company,
means the total amount owing from time to time by the
company, excluding any amount owing by the company
in respect of—
{a) its share capital; ’
(b) the aggregate of the amounts transferred in terms of
the Companies Act to the reserves and prov1s1ons
of the company;
(c¢) any debt to be dlscharged from moneys in the levy
fund established in terms of section 13 by the
company; (xvi)
(x) *‘Minister’” means the Minister of Commerce and
Consumer Affairs; (xviii)
(xi) “‘practitioner’’ means a practitioner as defined in section
1 of the Attomeys Act, 1979 (Act No. 53 of 1979); (xx)
(xii) (pres)cnbed means prescnbed by or under. this Act;
xxiii

(xiii) ‘‘property’’ means any land of which a share block
company is the registered owner and on which a
building has or any buildings have been erected; (ix)

Definitions.
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(xiv) *‘purchaser’” means the person who, in’ terms of a
contract, acqulred a nght to the transfer of a share to
him; (xv)

(xv) “‘Sectional Titles Act" means the Secnonal Titles Act,
1971 (Act No. 66 of 1971), (xxiv)

(xvi) *‘sectional title register’’ means a sectional title register
contemplated in sectlon 8 (b) of the Sectlonal Titles
Act; (vii) v

(xvit) *‘seller” means the person who, in terms of a contract,

10 - is obllged to transfer a share to a purchaser; (xxn)

(xviii) ‘‘share’”—

(a) means a share as deﬁned in section 1 (l) of the
Companies ‘Act in relation to a company, and
includes a debenture of a company and a right to or

15 an interest in any such share or debenture, :
(b) includes any other interest in a company; -
(c) does not include a right to or an interest in the

w

Act No. 59, 1980

assets of a company derived from a lease in respect .

' of such assets; (l)
20  (xix) “‘share block company’’ means a company the activities
of which comprise or include the operatlon of a share
block scheme; (ii) .
(xx) *‘share block developer means any person by whom,
. on whose behalf or for whose benefit more than 50 per
25. cent of the shares of a share block company are held or

* controlled and, where two or more persons by whom, on |

whose behalf or for whose benefit more than 50 per cent
of the shares of such a company are jointly held or
controlled, act in concert in relation to or are jointly
30 connected with the business of the company, each of
such persons; (iii)
(xxi) ‘‘share block scheme means any scheme in terms of
which a share, in any manner whatsoever, confers a
?g;)t to or an interest 1n the use of lmmovable property,
35 Qv
(xxii) “thls Act” includes a regulation made thereunder; (xit)
(xxiii) ‘‘unit’”” means a unit as defined m ‘section 1 of the
Sectlonal Titles Act (viii)
(xxiv) ‘‘use agreement’’ means any agreement confemng a
40 right to or an interest in the use of any immovable

property in respect of which a share: block scheme is--

tﬁerated (xi)
and any other word or expresswn defined in the Companles Act,
has the same meéaning as in that Act.

45 2. (1) The Registrar may on application, in the prescribed
manner, by a company which at the commencement of this Act
operates a share block scheme, exempt for reasons advanced in
the application and considered by the Registrar to be adequate,
such company from any provision of this Act for such period and

50 on such conditions as the Registrar may deem fit.

(2) If 2 company alters its memorandum or articles to comply

Exemption from
provisions of °
Actand from .
payment of fees
in terms of ’
Companies Act.

with any provision of this Act, no fees shall be payable to the -

"Registrar in respect of such alteration.

. 3. (1) Notwithstanding anythmg to the contrary contamed in
55 any law—
(@) (i) a member of a share block company shall not be
» liable for the debts of the company; and
(i1) a share block company shall not be wound up,
" merely by reason of the fact that the number of its
60 members has fallen below seven or any other number;
(b) any share of a share block company must confer a right
to vote at any meeting of the company;
(c) any share block company may provide in its articles for
compulsory loans by its members to the company.
65 (2) The provisions of the Companies Act shall apply to a share
block company in so far as those provisions are not in conflict
with the provisions of this Act.

Application of

certain laws in
respect of share
block company.

4. For the purposes of this Act a company shall be presumed to Presumption as
operate a share block scheme if any share of the company confers ' operation of

a right to or an interest in the use of immovable property or any
part of immovable property. .

share block
scheme by
company.
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5. (1) No share block scheme shall be opcrated in respect of
immovable property upon which, after the commencement of this
Act, a building is, according to any law, erected in conflict with
an approved or a proposed town planning scheme.

5 - (2) The provisions of subsection (l) shall not apply in respect of
a building in respect of which, prior to the date upon which the
share block scheme is put into operation, there has been lodged
with the Registrar the prescribed form on which an architect as
defined in section 1°of the Architects” Act, 1970 (Act No. 35 of

10 1970), or a person registered as a land surveyor under section 10
of the Land Surveyors’ Registration Act, 1950 (Act No. 14 of
1950), has certified that building plans in respect thereof have
been approved under the laws relating to the erection of buildings
upon the immovable property in question, and that the building

15 has been erected in accordance with those plans.

-6. The Reglstrar shall be responsible for the administration of
thlS Act. ‘

7. (1) The main object and business of any. share block

company shall be to operate a share block scheme in respect of
20 immovable property owned or leased by it.

(2) The articles of a share block company shall provide that a
member shall be entitled to the use of a specified part of the
immovable property in respect of which the company operates the
share block scheme, on the terms and conditions contained in a

25 use agreement entered into between the company and such
member,

(3) A copy of every s1gned use agreement and any amendment
thereof shall be kept by the company at the immovable property in
respect of which it operates the share block scheme or at the place

30 of which the Registrar was notified in terms of sectlon 110 (4) of
the Companies Act,

* (4) The provisions of section 113 of the Compames Act relatmg
to inspection and copies of and extracts from the register referred
to in section 110 of that Act, shall mutatis mutandis apply to any

35 copy of a use agreement kept under subsection (3).

(5) A copy of the use agreement to be used by a company in
connection with any share block scheme to be operated by it, shall
before any such agreement is entered into, be lodged by the

' company with thc chistrar in the prescribed manner.

Act No. 59, 1980

Restriction on
operation of
share block
scheme.

Registrar
responsible for
administration
of Act.

Main object of
share block
company and
use agreement,

40 8. (1) Notw1thstandlng anythmg to the contrary contained in Capacity and

any law—
(a) the capacity of a share block company shall be
determined by its main object referred to in section 7 (1)
: : " and shall include objects ancillary to that main object;
45 (b) a share block company shall have only such powers as
.. may be necessary to enable it to realize, subject to the
provisions of this Act, its main object and the said
. ancillary objects; .
{c} a share block company shall not have the power, save
50 with the approval by special resolution of a general
. meeting of the share block company, to alienate or
‘cede, as the case may be, any immovable property of
which it is the owner or any of its rights to immovable
L property of which it is not the owner and in respect of
55 . which it operates a share block scheme;

(d) any act of a share block company in excess of its
capac1ty or powers shall be void: Provided that—

(i) in the case of any such void act, the person who

- . - performed or is purported to have performed that act

60 . on behalf of the company, shall be personally liable

oo to any third party who was prejudiced by reason of

the fact that no obligation resulted for the company

from that act and who in relation to the perform-

ance of that act acted in good faith and reason-
65 - ably. and %

powers of share
block company.
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+ (ii) the provisions of section 248 of the Companies Act
shall mutatis mutandis apply in respect of any
judicial - proceedmgs or claim arising out of any

"+ . such act against the person who performed or
5 . purported to have perfonned that act on behalf of

.. the company.

(2) The provisions of this sectlon shall not be so construed that
any share block company is prohibited from performing any act or
incurring any expenditure to effect the opening in terms of section

10 5 of the Sectional Titles Act of a sectional title reglster in relation
to any immovable property in respect of whlch it operates a share
block scheme.

"(3) A share block company shall not, save in accordance with
the provisions of Schedule 1—

15 (a) - apply for the approval ofa development scheme;

- (b) apply for the opening of a sectional title register in
relation to any immovable property in respect of which
it operates a share block scheme;

. (c) transfer any unit to a member of the share block

20 company. .

9. (1) No share block scheme shall be operated by any
company, unless the expression ‘‘share block’ or ‘“‘aandeleblok’
is included in or forms part of the name of that company.

‘ (2) If any company changes its name to comply with the

25 provisions of subsection (1), no fees shall be payable to the

Registrar in respect of such change of name.

- (3) A company which operates a share block scheme shall not
carry on business under any name, title or description other than
the name under which it is mcorporated or registered, being a name

30 which complies with the provisions of subsection (1): Provided
that this subsection shall not be so construed that the provisions
thereof apply in respect of the name of any building on
immovable property in respect of which the company operates a
share block scheme.:

35 10. Any share of a company which after the commencement of
this Act—
(a) brings a share block scheme into operatlon, shall confer
the same vote as every other share of the company; or
(b) operates a share block scheme, shall confer a right to or
an interest in the use of immovable property.

11. Notwrthstandmg anythmg to the contrary contalned in any
law—

(a) any person may offer shares of a share block company

for sale to the public if, in lieu of compliance with any

45 other requirements, such offer is accompanied by a state-

ment that any proposed purchaser of any such shares is

required to enter into a contract referred to in section 17

in respect of such shares and that a copy of the contract

: * required to be entered into is available for inspection

50 . free of charge at an address indicated in the statement;
- and

(b) no rule of law relating to a prospectus of a company

Act No. 59, 1980

Provisions as to
name of share
-block company,

Rights attaching
to shares of
share block
company,

Offer of shares.
for sale,

shall apply to.a newspaper or other advertisement

offering any shares of a share block company for sale to
55 the public or calling attention to any such offer or
any intended offer of such shares,. if the statement
contemplated in paragraph (a) is contamed in the

- advertisemnent. -

12, (1) Notw1thstandmg anything to the contrary contained in
60 the memorandum or articles of a company operating a share block
scheme or in any agreement or arrangement affecting or
‘concerning such company or the share block scheme operated by
it, the members of the company other than the share block

developer shall, if they— .
65 , (a) do not exceed ten in number, have the nght to appoint
at clleast one of the directors of the share block company;

an

Dnectors of
share block
company.
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(b) exceed ten in number, have the right to appoint at least
) two of the directors of the share block company.
(2) A company shall not fail to take steps to ensure the
appointment of the director or directors referred to in subsection
5 (1), and, notwithstanding anything to the contrary contained in
any law, a share block developer shall not be entitled to vote on a
proposed resolution to remove, under the provisions of section
220 of the Companies Act, any director so appointed.
(3) A provision of the memorandum or articles of a company or
10 of an agreement entered into by any person at any time before or
after the commencement of this Act entitling or purporting to
entitle that person to appoint a majority of the directors of a share
block company shall be of no force or effect, unless that person or
his representative in fact guarantees compliance with any
15 obligation of the company specified in-the memorandum or
articles or the agreement and confirmed by the Registrar in the
prescribed manner. \ ’ : e
" (4 If any director has or any directors have been appointed in
terms of the provisions of subsection (1), the number of directors
20 required for a quorum at any meeting of the directors of the
company, shall include that director or at least one of those
directors, as the case may be: Provided that if such director or
directors (if any) is or are not present within half an hour after the
time appointed for such a meeting, the meeting shall stand
25 adjourned to a day not earlier than five days and not later than
fourteen days after the date of the meeting, according as may be
decided, and if ‘at such adjourned meeting such director or
directors is or are not present within half an hour after the time
~ appointed for the meeting, the directors present shall be a quorum.

30 13. (1) A share block company shall in respect of the share
block scheme it operates establish and maintain ‘a levy fund
sufficient, in the opinion of its directors, for the repair, upkeep,
control, management and administration of the company and of
the immovable property in respect of which it operates the share

35 block scheme, for the payment of rates and taxes and other local
authority charges on the said immovable property, any charges for
the supply of electric current, gas, water, fuel and sanitary and any
other services to the said immovable property, and services
required by the company, for the covering of any losses suffered

40 by the company, for the payment of any premiums of insurance
and of all expenses incurred or to be incurred to effect the opening
under section 5 of the Sectional Titles Act of a sectional title

register in relation to the said immovable property, and for the.

discharge of any other obligation of the company.

45  (2) Save as otherwise provided in the memorandum or articles
of a share block company or in any agreement or arrangement
between the company and its members, every member of the
company shall contribute monthly to the levy fund in the
proportion of the number of his shares to the total number of

50 issued shares of the company or, if the company does not have a
share capital, all its members shall so contribute equally.

(3) All contributions received in terms of subsection (2) shall
forthwith— , . _
{a) be deposited in a separate account which the company

55 shall open and keep with a bank or building society; or

{(b) be entrusted to a practitioner or to an estate agent, in his
capacity as such.
(4) The moneys in the levy fund shall be utilized to defray the
expenses referred to in subsection (1). '

60 . (5) The directors of the share block company shall ensure that
such accounting records as are necessary fairly to reflect and
explain the state of affairs in respect of the moneys received and
expended by or on behalf of the company in respect of the share
block scheme operated by the company, are kept in one of the

65 official languages. ‘

Act No. 59, 1980 -

Establishment
of levy fund by
share block
company.
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14. (1) A share block company shall not increase its loan’
obligation or encumber any of its assets unless the increase or
encumbrance has been approved by a resolution of at least
75 per cent in number of the members of the company, excluding

5 from such members the share block developer, having the right to
vote at the relevant meeting and holding in the aggregate at least
75 per cent of the total number of votes of all those members,
but excluding from such number of votes the votes held by the
share block developer.

10  (2) The loan obligation of a share block company exnstmg on
the date of commencement of this Act or arising after that date
shall be allocated to all members of the company, in accordance
with the provisions of the memorandum or articles of the company
or any agreement or arrangement relating to the loan obligation

15 between the company and its members or, in the absence thereof,
in the proportion of each member’s share to the total number of
issued shares of the company or, if the company does not have a
share capital, equally between all members of the company.

(3) Any member of a share block company shall be liable to the

20 company in respect of its loan obligation for an amount equal to
that portion of the loan obligation, if any, for which he is, at the
commencement of this Act, liable in respect of that Ioan
obligation and such portion thereof as may, after that commence-
ment, be allocated to him in terms of subsection (2).

25 (4) Subject to the prov1snons of section-15, no moneys paid to a
share block company in reduction or in scttlcmcnt of an amount
referred to in subsection (3) §hall be applied— ‘

{a) if the loan obligation was incurred before the com-

; " mencement of this Act, otherwise than in accordance

30 with the memorandum or articles of the company or any
agreement or arrangement relating to the repayment of
that amount between the company and its members; or

(b) if the loan obligation was incurred after the commence-

. ' ment of this Act or if the repayment of that amount is

© 35 not governed by the memorandum or articles of the

company or any agreement or arrangement referred to in
paragraph (a), otherwise than in accordance with a
resolution passed as contemplated in subsection (1).

(5) The provisions of the Companies Act relating to notice and

40 registration of a special resolution shall mutatis mutandis apply in
respect of a resolution referred to in subsection (1), as if such
resolution were a special resolution.

-f(6) The provisions of subsection (1) shall npt apply in respect

o =
45 (a) an increase or encumbrance contemplated in that sub-
section if at the time when the shares of the company were
offered for subscription or sale, it was disclosed to all
the members of the company and to the persons to
whom those shares' were offered that the company

- 50 contemplated increasing its loan obligation or encumber-

" ing its assets on stated terms and conditions and the
company has acted in accordance with such disclosure;

(b) an encumbrance contemplatcd in that subsection if such
encumbrance secures an existing liability compnsed m

55 the company’s loan obligation.

(7 ’I'hc provisions of subsection (1) shall not be so construed
that the replacement of an obligation, or part of an obligation,
included in the loan obligation by another is prohibited. :

15. (1) All moneys paid in respect of the amount referred to in
60 section 14 (3) shall forthwith—

(a) be deposited in a separate trust account which the share
block company shall open and keep w1th a bank or
building society; or |

(b) be entrusted to a practitioner or to an estate agent, in his

65 capacity as such.

(2) If any moneys referred to in’ subsccuon (l) are not
immediately required for any purpose, those moneys shall,
notwithstanding the prov1s1ons of that subsection, be invested in a

Act No. 59, 1980

Loan obligation
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Trust account of
and investment of
trust moneys by
share block
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~ separate savings or other interest-bearing account opened by or on
~ behalf of the company with any bank or building society or any
other institution or kind of institution designated by the Minister
by regulation with the concurrence of the Minister of Finance,
5 (3) Any trust, savings or other interest-bearing account referred
to in subsection (1) or (2) shall contain a reference to this section.
(4) The amount entrusted to a practitioner or an estate agent in
" terms of subsection (1) or standing to the credit of the trust
account referred to in that subsection or of any savings or other
10 interest-bearing account referred to in subsection (2), of any share
block company—

(a) shall, subject to the provisions of section 14 (4), be
applied by the. company from time to time as and when
required, for the sole purpose of the redemption of its

15 loan obligation;.

(b) may not be attached by vutue of any writ of execution;
{c) shall, if the company is wound up, be paid to the
+ members of the company in accordance with the
provisions - of the memorandum or articles of the
20 ‘company or any agreement or arrangement relating to
the loan obligation "between the company and’ its
members or, in the absence thereof, in the proportion of
the share of each member to all the issued shares of the
company or, if the company does not have any share

capital, in equal amounts,
(5) Without derogating from the provisions of Chapter X1 of the

Companies Act any share block company shall—

(a) keep in one of the official languages at its registered

office such separate accounting records and financial
30 . statements as are necessary to account for, and fairly to
reflect and explain the state of affalrs in respect of all

moneys—
(i) paid i 1)11 respect of the amount refemed to in section

o 14 (3); 1
35 (ii) entrusted to a practmoner or an estate agent or
- deposited by the company in its trust account
referred to in subsection (1} or invested in any
savings or other 1nterest-bear1ng account referred to
. - in subsection (2); -

40 (b) balance its books and records relating to any payment or
any account referred to in paragraph (a) at intervals of
not more than six months and cause such books and

records and the financial statements in respect thereof to -

' be "audited at least once annually by the auditor
45 appointed under Chapter X of the Companies Act.

(6) Any auditor who has carried out an audit contemplated in
subsection (5) (b), shall within six months from the end of the
relevant financial year of the company transmit a report, in the
prescribed form, in respect of his ﬁndmgs to the Reglstrar and a

50 copy thereof to the company,

(7) Notwithstanding the prov1s1ons of subsection (6), the
Registrar may at any time order any share block company by
notice in writing to submit to him within a period stated in such
notice, which shall not be less than thirty days, an audited

55 statement fully setting out the state of affairs of its trust account
referred to in subsection (1) or of any: savings or other
interest-bearing account referred to in subsection (2).

(8) The Registrar may, upon application in writing by any
interested party, prohibit any share block company from operating
60 in any way on its trust account referred to in subsection (1) or any
savings or other interest-bearing account referred to in subsection
(2) and may appoint any person to control and administer such
trust, savings or other interest-bearing account, with such rights,
dutres and powers as the Registrar may deem fit.

. (9) Any bank, building society or institution referred to in
subsectlon (2) at which a share block company keeps a trust or
savings or other interest-bearing account shall not by reason only
of the name or style by which such account is known, be deemed

Act No. 59, 1980
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to have knowledge that such share block company is not entitled
to all moneys deposited in or credited to any such account.
(10) The provisions of subsection (9) shall not relieve any bank,
building society or institution referred to in subsection (2) from
5 any liability or obligation to which, but for the provisions of this
Act, it would have been subject.
(11) Notwithstanding the provisions of subsection (9), any
bank, building society, or institution referred to in subsection (2) at
. which a share block company keeps a trust or savings or other
10 interest-bearing account shall not, in respect of any liability of the
share block company to such bank, building society or institution,
not being a liability arising out of or in connection with such
account, have or obtain any recourse or right, whether by way of
set-off, counterclaim, charge or other method, in respect of or to
15 moneys standing to the credit of any such account. :
(12) This section shall not be construed so as to deprive any
bank, building society or institution referred to in subsection (2) of
any right existing at the commencement of this Act. B

16. A contract for the acquisition of a share and a use

20 agreement entered into, and any amendment or cession of any such

contract or agreement, after the commencement of this Act, shall

be reduced to writing and signed by the parties thereto or by their

representatives acting on their written authority, failing which the

contract, agreement, amendment or cession, as the case may be,

25 shall, subject to the provisions of section 18, be of no force or
effect. R ’ : .

17. (1) A contract for the acquisition of a share shall state the
. matters required by Schedule 2 and be accompanied by the
documents referred to in that Schedule. . : , R
.30  (2) Any rouwkoop stipulation in a contract for the acquisition of
a share in terms of which the- purchaser is deemed to have
terminated the contract on account of any act or omission on his
part and he, in consequence thereof, is liable to any forfeiture or
for the payment of a penalty or damages, or any other stipulation
35 of like import relating to a share, shall be subject to the
Conventional Penalties Act, 1962 (Act No. 15 of 1962), as if that
stipulation were a penalty stipulation contemplated in that Act.
(3) A copy of a contract contemplated in subsection (1),
together with the documents referred to in Schedule 2, shall,
40 within fourteen days of the date of the conclusion thereof, be
handed over, or sent by prepaid registered post to his address
stated in the agreement, to the purchaser by the sellér.
(4) A share block company shall, at the written request of any
of its members, furnish such member, within fourteen days of the
45 receipt of such request, with such information as in terms of this
section is required to be stated in a contract for the acquisition of a
share and as is requested by such member.

~ 18, (1) Subject to the provisions of subsection (2), any
purchaser or seller who has performed partially or fully under a
50 contract for the acquisition of a share which does not comply
with the provisions of section 16 ‘or 17, shall be entitled.to
reclaim from the other party what he has performed under the
contract, and—
{a) the purchaser may in addition claim from the seller—

55 (i) interest at 12 per cent per annum or at the rate
prescribed from time to time by the Minister by
regulation for the purposes of this section, on any
payment made under the contract, from the date of

the payment to the date of revovery thereof; and

60 * (i) reasonable compensation for any expenses incurred

by him, with or without the authority of the
company, for the preservation of the immovable
property in respect of which the share block
scheme is operated, or in respect of any improve-
65 - ments which enhance the market value of that
immovable property and which were effected by
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him w1th the express or implied consent of the
company; and e
(b) the seller may in addition claim from the purchaser——
(i) reasonable compensation for the use that the
5 purchaser may have had of the immovable property
in respect of which the share block scheme is
operated; and :
(ii) compensation for any damage caused in respect of
such immovable property by the purchaser or any
10 person for whose acts or omissions the purchaser is
dehctually liable, :
(2) The provisions of subsection (1) shall not apply in respect of'
a contract for the acquisition of a share which substantially com-
plies with the provisions of sections 16 and 17, and a contract for the
15 acquisition of a share which does not comply with the provisions
of section 16 or 17, whether or not in a substantial respect, shall not be
affected by such defect if the purchaser has discharged "his
obligations in terms of the contract and the seller has transferred
the relevant share to the purchaser, and shall in such case be
20 get;med from the conclusion thereof not to be affected by the
efect.

19. (1) The directors of a share block company shall ensure that
the immovable property of the company is insured against damage
in accordance with any relevant resolutions passed by its members ©

25 at general meetings of the company.

(2) If the company or any member thereof suffers any damage
as a result of a failure to comply with the provisions of subsection
(1), the persons who at the time of the failure were share block
developers or directors or officers of the company, shall be jointly

30 and severally liable to compensate the company or member, as the
case may be, for the damage it or he suffered.
* (3) A person shall not be liable in terms of the provisions of
subsection (2) if it is proved that he was unaware of the failure to
comply with the provisions of subsectlon (1) and he was unable to
35 prevent that failure.

20, The Minister may make regulauons———
(a) prescribing the form and contents of any - form or return
provided for by this Act; -
(b) after consultation with the Minister of Finance, prescrib-

40 ing the matters in respect of which fees shall be payable.

and the tariff of such fees, _
(c) prescribing the manner in which fees payable to the
Registrar shall be paid; and
"(d) as to any matter required or permitted by thls Aet to be
45 prescribed by regulation.

21, Any person who contravenes or fails to comply with the
provisions of this Act shall be guilty of an offence and upon
conviction liable, in the case of the provisions of—

{a) section 5 (1),"7, 10, 11 (a) or 17, the proviso to section
50 23 (2), or the provisions of item 4 (1) of Schedule 1, to

Act No, 59, 1980

Insurance of

immovable property
of share block

company.

Regulations.

Offences and
“penalties.

a fine not exceeding 500 rand or imprisonment for.a .

period not exceeding six months or to both such fine and
such imprisonment;
(b) section 8 (3), 9, 12 or 13, or the provxswns of item 2 or
55 5 of Schedule l to a fine not exceeding 1 000 rand or
imprisonment for a period not exceeding one year of to
both such fine and such imprisonment;
(c) any other section of this Act, to a fine not exceedmg
2 000 rand or imprisonment for a period not exceeding
60 two years or to both such fine and such imprisonment.

. 22. The waiver by a member of a share block company of any
right conferred upon him by this Act, shall be null and void.

23. (1) SUbjCCt to the provisions of subsection (2), the Sectional

Waiver of rights.

Amendment of

Titles Act is hereby' amended to. the extent set out in Act66of 1971

65 Schedule 3.



GOVERNMENT GAZETTE, 23 MAY 1980 ’ ' No. 7013 21

SHARE BLOCKS CONTROL ACT, 1980 Act No. 59, 1980

(2) If any share block company has taken the steps referred to
in section 23 of the Sectional Titles Act for the purpose of
transferring to any of its members ownership . of immovable
property in respect of which it operates a share block scheme, and

5 the development scheme lodged by it in accordance with the
_provisions of that section was, before the commencement of this
Act, approved in terms. of any provision of that section, it
may complete the taking of-those steps as if that section,
notwithstanding the ‘repeal thereof, had remained in force:

10 Provided that, if the said ownership is or has been transferred to
any such member who holds a share, that member shall forthwith
deliver the certificate in respect of such share to the trustees of the
body corporate established in terms of the provisions of the
Sectional Titles Act, to deal therewith in accordance with the .

15 provisions of Schedule 1. . & . E s :

24, This Act shall be called the Share Blocks Control Act, 1980, Short title and
and shall come into operation on a date fixed by the State commencement.
President by proclamation in the Gazetre.

Schedule 1

(Section 8 (3))

APPROVAL OF DEVELOPMENT SCHEME AND OPENING OF SECTIONAL TITLE REGISTER IN
: TERMS OF THE SECTIONAL TITLES ACT

PREPARATION OF PARTICULARS RELATING TO DEVELOPMENT SCHEME FOR PURPOSES OF THE SECTIONAL
2 TiTLEs Act F oy ) ;

1. When not less than 30 per cent in number of the members of a share block company require the
company to apply for the opening, under section 5 of the Sectional Titles Act, of a sectional title register in
relation to the property in respect of which it operates a share block scheme, or the directors of the
company decide to make such an application, the company shall, notwithstanding anything to the contrary
contained in its memorandum or articles— ) e s 2 ;

(a) if the property is mortgaged, apply to the mortgagee concerned for his consent contemplated in
section 5 (3) (b) of the Sectional Titles Act; ' o '

(b) ensurc the preparation of such particulars pertaining to a proposed development scheme for
purposes of the application, including sketch and other plans pertaining to that proposed scheme,
and such rules, if desired, which are to replace the rules contained in Schedules 1 and 2 to the
Sectional Titles Act, as the directors of the company may deem necessary for consideration by
the members of the company at a general meeting of the company and, if the property is
mortgaged, by the mortgagee concemned; and . :

(c) when the reply of the mortgagee to the application referred to in paragraph (a) has been received
and after the particulars and the rules referred to in paragraph (b) have been prepared, cause
notice to be given of a meeting of the company at which, with a view to a special resolution
contemplated in section 199 of the Companies Act, it will be proposed that a sectional title register
be opened under section 5 of the Sectional Titles Act in relation to the property in respect of
which the company operates a share block scheme.

RESOLUTION FOR THE OPENING OF SECTIONAL TITLE REGISTER AND NOTICE OF SUCH RESOLUTION

2, (1) A resolution referred to in item 1 (¢) shall, notwithstanding anything to the contrary contained in

any law, be registered in terms of the Companies Act as a special resolution of the company if—
(a) ' the notice of the meeting, in addition to the particulars to be specified therein in terms of section
' 199 of the Companics Act, states that the particulars and rules referred to in item 1 (b) are
available for inspection free of charge during normal business hours at the property in respect
of which the company operates the share block scheme or at a place of which the Registrar
was notified in terms of section 110 (4) of the said Act; and
(b) the resolution was passed at the relevant meeting as a special resolution or by not less than 50 per
cent in number of the members of the company having the right to attend and vote at any
meeting of the company, and the said 50 per cent of the members together hold not less than 30
per cent of the total votes held by afl the members of the company.

(2) When registered in terms of the Companies Act, a resolution referred to in subitem (1) shall be
sufficient authority to the directors of the company to take such steps as may be necessary under any law to
effect the opening of the sectional title register referred to in item 1. .

(3) Any share block company shall, within 21 days of the date of the registration of a resolution referred
to in subitem (1), cause notice in writing of the resolution to be dispatched to all members of the company
and, in so far as the company may have the necessary information at its disposal, to—

" (a) every person who, on that date, is, upon payment of the necessary amount, entitled to a share of
; the company; . ) .
(b) every person who has on that date a right to a share of the company by virtue of a pledge;
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(<) . every creditor of the company who has on that date a claim of not less than 500 rand against the
; company:
Provided that the provisions of this subitem shall not apply in respect of any person who has by written
notice to the company indicated that he has no objection to the opening of the sectional title register
referred to in item 1.
(4) The notice referred to in subitem (3) shall state that—

{a) it is the intention of the company to apply in terms of section 4 of the Sectional Titles Act for the
approval of a development scheme and, if such scheme is approved, for the opening of the
sectional title register referred to in item 1;

(b) - the person concerned may consent to the said applications or, within one month of the date of the
notice, lodge a written objection with the company and, unless he withdraws his objection,
within two months from the date thereof or such extended period as the company may allow
apply to the court in terms of the pmwsmns of item 3 for an order under that item;

(¢c) the particulars and rules referred to in item 1 (b) are avallable for inspection as contemplated in
subitem (1) (a) of this item. -

(5) A notice referred to in subitem (3) shall be handed over to the person to whom it is to be dispatched,
or shall be sent by prepaid registered post to that person at his last known business or residential address
or, in the case of a member of the company, if that address of his is not known, at his address as reflected
in the share register of the company.

OBJECTION TO OPENING OF SECTIONAL TITLE REGISTER IN RELATION TO PROPERTY

3. (1) Any person who, within one month as.contemplated in item 2 (4) (b), lodges a written ~objection
with the company, shall set out fully in that objection the reasons for his objection to the opening of the
s;ctlonal title register referred to in item 1 or to any aspect of the particulars or rules referred to in item 1
(b).

(2) When a company | receives a written ob]ecuon referred to in subitem (1), it shall not take any further
steps Sto effect the opening of the said sectional title register, untll it has complied wnth the provisions of
item

"(3) A person referred to in subitem (1) may, within two months from the date of his objection or such
extended period as the company may allow, withdraw such objection or apply to the court for an order in
terms of which the company is directed to modify the particulars or rules referred to in item 1 (b) or is
prohibited from taking such steps as the court may determine to effect the opening of the sectional title
register referred to in item 1.

(4) The written objection by a person referred to in subitem (1) shall be deemed to have been removed if
that person, within two months from the date of hls objecnon or such extended period as the company may
allow— ‘

{a) withdraws his objection in writing; or

(b) fails to withdraw his objection and also fails to apply to court, with notice to the company and to
the Registrar, for an order contemplated in subitem (3).
(5) In an application to the court in terms of this item, the court may—
(a) direct that the company shall not tzke any ‘steps or, for such period as the court ‘may determine,
not take any steps to effect the opening of the sectional title register referred to in item 1; or

(b) refuse the application and impose such conditions in regard to the opening of the sectional title
register as it may deem fit; or

(c) make such order as it deems appropriate in the circumstances; and
(d) make such order as to costs as it deems fit.

CONSENT OF MORTGAGEE AND DISCHARGE OF LOANS SECURED BY MORTGAGE BOND

~

4. (1) Any mortgagee who receives an application contemplated in item 1 (a) shall, within 30 days of
the receipt of such application, notify the company of his decision in respect thereof.

{2) A company shall not take any steps to effect the opening of the sectional title register referred to in
itemn 1, unless the mortgagee has undertaken in writing to grant the consent contemplated in section 5 (3)
(b) of the Sectional Titles Act, or the company has made arrangements to the satisfaction of the mortgagee
for the redemption, simultancously with or prior to the opening of the said sectional title register, of the
outstanding amount of the loan secured by the relevant mortgage bond.

REGISTRAR TO BE FURNISHED WITH PROOF OF CERTAIN MATTERS

5. A company shall not, pursuant to any resolution contemplated in item 2 (1)—

(a) apply for the approval of a development scheme in relation to any property in respect of wluch it
operates a share block scheme; or

(b} take any steps to effect the opening of the sectional title register referred to in item 1,

unless it has in the prescribed manner lodged with the Registrar proof, in so far as lt may be appropriate,
that—

(i) the notices contemplated in item 2 (3) have been dispatched;

(i) no valid objection was, pursuant to such notices, lodged with the company in terms of the
provisions of item 3;

(iii) all valid objections so lodged are under the pmwsmns of item 3 (4) deemed to be removed;
(iv) the court has, in terms of item 3 (5) (b), refused all applications under item 3 (3);
(v) the company has complied with the provisions of any order under item 3 (5) (b) or (c};
(vi) no proceedings pursuant to any such application are pending in any court;
(vii) the mortgagee has undertaken in writing to grant the consent contemplated in section 5 (3) (b) of
the Sectional Titles Act, or the company has made arrangements as contemplated in item 4 (2).
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SECTIONAL PLAN RELATING TO Pnomzm-y IN RESPECT OF WHICH SHARE BLOCK SCHEME 1S OPERATED

6 (1) When a sectional plan is prepared in accordance with the provisions of section 6 of the Sectional
Titles Act in relation to property in respect of which a share block scheme is operated, every part of the
building or buildings in question to the use of which a member of the company is entitled, shall, in so far
as may be practicable, be shown or deﬁned on that sectxonal plan as a section in accordance with the
provisions of that Act. .

(2) The value of the vote of any person who by virtue of the provmons of item 8 (1) becomes' lhc owner
of a section referred to in subitem (1) of this item and his llablhty under section 24 (2) {(c) of the Sectional
Titles Act to make contributions for the purposes of sections 30 and 35 of that Act shall, notwithstanding
anything to the contrary contained in any law, be determined in accordance with the 'memorandum or
articles of the company concemed or any agreement or arrangement between that company and its
members relating to the property in question, unless such value or liability is otherwise determined by
virtue of a resolution referred to in item 2 (1) ot in terms of the provisions of section 24 (3) of the said Act,

(3) To defray the costs incumred by the company to effect the cpening of the sectional title register
referred to in item 1 the company may raise a loan and encumber its assets,

(4) A loan contemplated in subitem (3), interest thereon and the costs thereof may be defrayed out of the
levy fund established under section 13 of this Act or may be repaid by the members of the company to the
company, according as the company may decide.

ESTABLISHMENT OF BoDY CORPORATE IN RELATION TO PROPERTY

7. As from the establishment of the body corporate contemplated in section 28 of the Sectional Titles
Act in relation to property in respect of which a company operates a share block scheme, and
notwithstanding anything to the contrary contained in any law—

(a) a person to whom a unit comprised in that property has been transfcrrcd shall no longcr have any
rights against or liabilities to the company in relation to that unit arising out of the memorandum
or articles of the company or any agreement or arrangement referred to in paragraph (f) (iii);

(b) the rights and liabilities of any member of the company in relation to the company shall remain
unaltered until such time as such a unit is transferred to that member;

(c) there shall be included in the liabilities of the body corporate any liability of the company for the
expenses contemplated in section 30 (1) (g) of that Act which was incurred by the company
but not discharged by it before the establishment of the bedy corporate;

(d) the company shall be liable to the body corporate to make the contributions contémplated in -
section 24 (2) (c) of that Act in respect of any such unit which has not been transferred by the
company to any of its members, and such contributions shall be defrayed out of the levy fund
established under section 13 of this Act; . ‘

{e) the body corporate shall reimburse the company out of the fund referred to in section 30 (1) (a)
of that Act for the expenses which the company actually incurs in respect of—

(i) any fees or duties payable under the Companies Act;

(i) the audit and secretarial fees payable in connection wnth the main business of the company;
(iii) its winding-up; and )
(iv) any matter agreed upon between thc company and the corporate body,

() the rules contemplated in section 27 of that Act in force from time to time in respect of the
property controlled and managed by the body corporate shall, in the case of conflict with the
provisions of—

(i) the memorandum or amoles of the company, or
(i) any use agreement; or : :

" (iii) any agreement or arrangement in force between the company and any of its members or any
other person entitled, by reason of the acquisition of any share of the company or any right
thereto, to the use of any portion of a building compnsed in the' development scheme which
applies in respect of the said property,

prevail and shall be deemed to be incorporated in the saxd memorandum or amcles or such
agmcment or arrangcment, as the case may be.

P

TRANSFER OF UNITS BY A COMPANY TO ITS MEMBERS OR OTHER PERSONS

8. (1) Any company which operatés a share block scheme in relation to property in respect of which a
sectional title register has been opened, shall transfer each unit comprised in such property in the name of
the person who has a right to the use of such unit by virtue of an agreement between thc company and that
person, if—

(a) that person has dlscharged all his oblxgauons to the company and any other person. 1f nny. from
whom he has acquired a share in terms of a contract contemplated in section 17, or has made

. arrangements to the satisfaction of the company and that other person, if any, to ensure the

discharge of such obligations;

(b) that person in writing requests the company to transfer the smd unit in his name;

(c) arrangements have been made to the satisfaction of the company for payment of all costs and the
signing of all documents required in connection with the transfer;

(d) in any case where the said unit is, together with other units compnscd in the property,
mortgaged, the mortgagee has agreed to release the said unit from the mortgage bend; and

(e) that person has complied with the provisions of subitem (2). . '

(2) The person contemplated in subitem (1) shall, at the time he lodges the written request referred to in
subitem (1) (b) with the company, deliver to the trustees contemplated in section 31 of the Sectional Titles
Act of the body corporate referred to in item 7 or, if the body corporate has at that time not been
cstal‘;lllsltlle:ii to the company, to be hcld by 1t on behaIf of the sald trustees unnl the body corporatc has been
established—
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(a) - the centificate in respect of the share of the company which he holds and which relates to the unit
referred to in subitem (1), together with share transfer forms signed by him in blank; and

(b) adocument in which he waives, with effect from the date on which the said unit is transferred to
him, any rights which he may have against the company relating to the use of that portion of the
property in respect of which the company operates the share block scheme, which relalcs to that
unit,

(3) The conveyancer’s certificate under section 11 (4) of the Sectional Titles Act shall, in addluon to
containing the certificate referred to therein, certify that—

(a) according to a sworn declaration furnished by the company concerned, the levnes contemplated in
section 13 of this Act to be paid to the company by the person referred to in subitem (1), have
been paid or payment thereof has been secured to the satisfaction of the company; an

(b) the documents referred to in subltem (2) have been delivered according to the provisions of that
subitem.

(4) Notwithstanding anything to the contrary contained in any other law—

(a) any share of a company which operates a share block scheme in relation to property in respect of
which the sectional title register referred to in item 1 has been opened, shall, if the certificate in
respect of such share has been delivered to the trustees as contemplated in subitem (2) of this
item, be tranferred by the company in the name of those trustees, who shall hold that share as the
nominees of the person who is then the owner of the unit in question transferred under subitem
(1) of this item;

(b) any share tranferred in terms of paragraph (a) in the name of the trustees, shall not confer upon

; those trustees any rights against the company, save when all the issued shares of the company
have been registered in the name of those trustees, in which event, if the majority in number of
the owners as defined in section 1 of the Sectional Titles Act, of the units transferred under
subitem (1), so decide, the trustees in question shall procure the winding-up or deregistration of
the company under the provisions of the Companies Act, and in the absence of such a decision
within a reasonable time, each such share shall be registered in the name of the person who is
then the owner of the unit in question transferred under subitem (1).

Schedule 2

 (Section 17) .
MATTERS TO BE STATED IN A CONTRACT FOR THE ACQUISITION OF A SHARE
NAME, ADRESS AND Inconpomnon

1. (a) The name, address of the reglstered office and of the transfer ofﬁce, postal address and date of
incorporation of the company which operates the share block scheme, and the address at which
its financial records are kept. .

(b) If appropriate, the name and address of its holdmg company

cy

' DIRECTORS AND MANAGEMENT

2, (a) The names,. occupanons and addresses of (he dlrectors of the company (spcctfymg who the
-chairman and managing director are, if any) and their nationality, if not South African.

{B) The term of office for which a director is or has been appointed, and particulars of any right held
by any person in respect of the appointment of any director. - - -

(c) Particulars of the remuneration of duectors in lheu' capacuy as du'ectoxs and in any other
capacity.

(d) If the share block scheme is ma.nagcd by a thrrd party undcr an agrcement or arrangement, the
name and address of that third party, and a statement as to whether or not any money relating to
the share block scheme is entrusted to him,

fe} The borrowing powers of the company exercisable by the directors, and the manner in which
such borrowing powers may be varied. ’

AUD!TOR
3. The name and address of the auditor of lhe: company.
SECRETARY

4. The name and address and the professional qualifications, if any, of the secretary of the company.
‘ PROPERTY e _ ‘
5. (a) A description and the extent of the immovable property owned or leased by the company.

. (b) A description of the part of the 1mmovablc property which will be the subgect of the nght to
use of the purchaser,

(c) If the company does not own the lmmovablc propeny—
(i) the name and address of the registered owner; and
(ii) the terms on which the company leases the immovable property.:

(d) If the immovable property in respect of whrch the share block scheme is or is to be operated is or
is proposed tD be mortgaged— -
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(i) the name and address of the person, or his representative, or in the case of a participation
bond, the name and address of the nominee company, or its representative, in favour of
whom the mortgage bond over that immovable property is or is to be registered;

(ii) the registered capital amount and duration of the mortgage bond, and the terms and
conditions as to repayment of capital and payment of interest;

(iii} the annual rate of the interest payable in respect of the loan secured by the mortgage bond.
The date upon which the purchaser becomes entitled to the use of the part of the immovable
property referred to in subitem (b). - ; )

If the seller is aware that a sectional title register cannot be opened under section 5 of the
Sectional Titles Act in relation to the immovable property in respect of which the share block
scheme is or is to be operated, a statement to that effect. .

PARTIES TO THE CONTRACT

names of the parﬁes to the contract and their respective ordinary residential or business addresses

SHARE WHICH Is SUBJIECT OF THE CONTRACT

A description of the share which is the subject of the contract.
If the share is not registered in the name of the seller when the contract is entered into, the name
and address of the person in whose name it is registered. C :

If the share is sold by a share block developer, the number of shares held and not held by the
share block developer when the contract is entered into.

PURCHASE PRICE UNDER THE CONTRACT

The amounts included in or payable in addition to the amount of the purchase price to be paid
under the contract, specifying the matter in respect of which each such amount is to be paid, but
excluding any amount payable as a penalty or damages for breach of contract or by way of
interest on arrear payments.

The annual rate at which interest, if any, is to be paid.

The amounts in which the purchase price is to be paid.

The due date or the method of determining the due date of each payment.
The place where payments are to be made.

CONTRIBUTIONS TO THE LEVY FUND

9. The amount of the contribution which, when the contract is entered into, is to be made in respect of
the share which is the subject of the contract, for the benefit of the levy fund established by the company
for the purposes of the share block scheme. :

LoAN OBLIGATION OF THE COMPANY

10. (a) The total amount of the company’s loan obligation, as reflected in its financial statements at the

(b)

end of the accounting period contemplated in section 15 (5) (b) and ended not more than nine
months before the date of the contract.

The amount and terms of redemption of any loan comprised in the company’s loan obligation

_ which, at the date contemplated in subparagraph (a), may be redeemed otherwise than in

(c)
(d)

(e)
1]

accordance with a resolution contemplated in section 14 (1) or upon the liguidation of the
company. . '

The annual rate of the interest payable in respect of any such loan,

If the seller i3 a member of the company, the rights in relation to the loan obligation of the
company ceded by him to the purchaser. ‘

The balance of the amount which the purchaser is obliged to pay to the company in relation to its
loan obligation. :

/

In so far as the seller is aware, a statement in relation to any resolution which may have been
passed by the members of the company to increase its loan obligation. .

INSURANCE

11. The name and address of the insurance company which insured the immovable property, the amount of the
insurance cover and the nature of the risks covered and, if no such insurance has been effected, astatement tothat

effect.

DOCUMENTS TO ACCOMPANY THE CONTRACT

12. There shall be annexed to the contract—

(a)
(b)
“(c)

(d)

a copy of the relevant use agreement which is to apply between the company and the purchaser,
and a statement by the seller as to any material difference between it and any other such
agreement between the compang and any member thereof having rights and obligations similar to
those of the purchaser, of which the seller is aware;

a statement setting out the number of shares allocated in respect of each part of the
immovable property which is or may be the subject of a use agreement, and the amount each
member is obliged to pay to the company in respect of each such part in respect of its loan
obligation; .

a copy of the latest audited annual financial statements of the company and a statement by the
scller as to any material changes in the state of affairs of the company since the date of those
stt?ftcmcnts of which the seller is aware or, if such statements are not available, a statement to that
effect; .

if any application in terms of the Sectional Titles Act has been or is to be made for the approval

of a sectional plan in respect of any building on the immovable property, a statement as to where
and when the relevant sectional plan may be inspected,



GOVERNMENT GAZETTE, 23 MAY 1980 ~ No. 7013 31

SHARE BLOCKS CONTROL ACT, 1980 Act No. 59, 1980

Schedule 3

(Section 23)
AMENDMENT OF AcT No. 66 or 1971

{a) The repeal of section 23;
(b) the deletion in subsection (2) of section 24 of the words **proviso (ii) to section 23 (1) and to™;
(¢) the substitution for section 25 of the following section:

**Sale or 25, [Subject to the provisions of section 23 nothing] Nothing in this Act or any other law
e contained shall be construed as preventing a developer Irom selling certain sections in a -
building and letting other sections therein or from letting all sections therein."";

(d) the deletion of subsection (7) of section 26; )
(e) the substitution in section 38A for the expression **17, 18 or 23'* of the expression **17 or 18™";

(f) the substitution in paragraph (kA) of section 40 (1) for the expression ““17, 18 or 23" of the
expression **17 or 18", ‘

i,
of sections.





