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‘I‘ GROUP FIVE

13 March 2019
ATTENTION:

All Affected Persons of Group Five Limited (in business rescue)

Dear Sir/Madam

NOTICE TO THE AFFECTED PERSONS OF THE COMMWMENCEMENT OF BUSINESS
RESCUE PROCEEDINGS IN RESPECT OF GROUP FIVE LIMITED (IN BUSINESS RESCUF)
("THE COMPANY") IN TERMS OF SECTION 129(3)(a) OF THE COMPANIES ACT 71 OF
2008

1 You are hereby notified that the board of the Company adopted a resolution on
11 March 2019 in accordance with Section 129(1) of the Companies Act 71 of 2008 (as
amended) ("the Companies Act") in terms of which the Company voluntarily commenced
business rescue proceedings.

2 A form CoR 123.1, being a Notice of Beginning of Business Rescue, as contemplated in
section 129(2)(b) of the Companies Act, and Regulation 123 of the Companies
Regulations of 2011 together with a sworn statement, was filed with the Companies and
Intellectual Property Commission ("the Commission") on 11 March 2019.

3 The effective date of the Company's business rescue proceedings is accordingly
11 March 2019.

4 In accordance with the requirements of Section 129(3)(a) of the Companies Act, please
find herewith:

4.1 the notice to commence business rescue proceedings (form CoR 123.1), filed with
the Commission;

4.2 the resolution passed by the board of directors of the Company; and

4.3 a sworn statement of the facts relevant to the grounds on which the board resolution
was founded.

5 Please note that the aforesaid documents, as well as all other notices relevant to the
business rescue proceedings of the Company, are also available at http://www.g5.co.za.

6 In terms of section 147(1) and 148(1) of the Companies Act the business rescue
practitioners, once appointed, must convene the first meeting of creditors and the first
meeting of employees’ representatives within 10 business days of their appointment.
Further details about these meeting will be provided in due course.

i We will continue to keep you appraised of the developments with this matter. All queries,
however, can be directed G5ItdBR@groupfive.co.za and the Business Rescue
Practitioner will address same in due course.
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Edward Boetle Willlams -

Cora Hedwick Fernandez -

IT 15 RECORDED THAT -

Chalrperson
Company Secretary (Natural Person)
Non-Executive Director

Non-Executive Dir

Director

Drector

Non-Executive Director

Non-Executive Director

1 Adequate notice of the meeting and the agenda was given to the directors of the

Company in accordance with Article 26.4.3.1 of the Memorandum of Incorporation

("MOTI"), as read with section 73 of the Companies Act 71 of 2008, as amended

{("Companies Act");

2 A quorum was present for the meeting in person and/or via electronic communication,

and that all time periods for the convening of this board meeting as required in terms

of Article 26.5 of the MOI and otherwise are hereby waived and/or condoned, to the

axtent necessary, given the urgency of the agenda items;

3 Alter careful consideration, the directors adopted the resolutions below in accordance

with the provisions of the Cornpany's MOI ang t’ﬁ@“(”(f %pﬁ %Q JAATSKAPPYE EN

WHEREAS -
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4 The members of the board of directors of the CompansSuffickenty: o conghtute a

PROPPERTY COMBISSION

quorum and validly consider and resolve on suchrmatiers; reasorably-beteve-that

the Company Is financially distressed, within the meaning of Section 128(1)(f)(il) and
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COMPIDENTIAL AND LEGALLY PRIVILEGED

1E9(1)a) of tha Companies Act as it reasonably a that the Company’s

Habilities currently excead its assets, In addition the company is ﬁi:;sz’u:iall\/ distresser
within the meaning of section 128111, as & will be unabie to pay ks debis

¢

they become due and payable within the ensuing 6 menths, for tha following re

fhe Company commenced business in the 1970% as an invesiment holding

cornpany, establishing and/or acquiring and holding investiments In the

N

v allled Industries, The

construction an hare capital of the Company is listed on

the Johannesburg Stock Exchange,

Group Flve Construction Proprietary Limited ("G5 Construction®) is a wholly
owned subsidiary of the Company, The Company has a oumber of divect and
indirect subsidiaries in addition to G5 Construction {collectively the "Group Five

Group").

G5 Construction and fts diract and indirect subsidiaries (“G5 Construction
Group”), reflected an operating loss before tax of approximately R 1.23 billion
for the year ended June 2018, which compares negatlvely to the budget of R

224 million profit before tax for the same period.

The G5 Construction Group experienced negative cash flows from operating
activitles of R 880 milllon for 2018.

Market conditions in the construction industry have worsened, and certaln of G§
Construction's projects were under-priced which resulted In these projects being

loss-making.

In order to alleviate the cash flow constraints of the G5 Construction Group
brought about by virtue of the circumstances described above, bridge funding
in the surn of R650 million was sought by G5 Construction from a consortium of
lenders (the "Lending Consortium™) and was granted to G5 Construction in
April 2018 (the "Bridge Funding Facilities"),

As an element of the provision of the Bridge Funding Facilities, the Company
and a number of other companies within the Group Five Group, guaranteed Lo
the Lending Consortium, the payment and other obligations {collectively the
"Debt Obligations") of (i) G5 Construction to the Lending Consortiumn under or

in relation to the Bridge Fundin ﬂJA{’rﬁ*{l“ﬁ%ﬁﬁﬁ] JUARYETI ’RNQP#W%W‘} ers of the Group
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CORNFIDEMNTIAL AND LEGALLY PRIVILEGED

Five Group lo individual memberz of the Lending Consortivm in respect of

various othar extant banking, guarantee and like facilities provided from time to
Hie by such Individus! members of the Lending Consortivim to such members

6y

of the Group Five Group (the "Re > Arrar

RV I S ]
ments )

The Company's ang G5 Construction Group's fnencial constrainis were
exscarbated following the teemination of & construction contract known as the

Kpone Gas and OW-Fired Combined Cyole ERPC Power Plant Condrach {(“the

Project™) on or about 30 November 2018, when paymeant of US$106,5 millon

was demanded by Cenpower Genheration Company Limited from guarantes
providers under the guarantees that were issuad In respect of the Project. In
the result, the Company and G5 Construction became indebted to such
guarantee providers under counter-indemnity arrangements, which came of

force when payment in respect of such guaranteas was made by the guarantee

providers, Such indebtedness has not been repald as at the date hereof.

GE Construction Group is currently conducting retrenchment proceedings and it
Is estirnated that severance pay in the sum of R 233 millon will becormae payable

to retrenched employees pursuant thereto,

On 22 February 2019 G5 Construction sought additional bridge funding from the
Lending Consortivum In the sum of R350 million for the G5 Construction Group's
immediate short term working capital requirements. Whilst G5 Construction's
managemeant and board of directors at the time believed that there was a
reasonable prospect of such bridge funding being provided, on 4 March 2019
the Lending Consortium formally advised G5 Construction that its request for
such funding could not be accommeodated, inter aliz glven (i) the sums of money
and/or guarantee facilities already provided by the Lending Consortium and/or
its individual members to the Group Five Group, (il) the lack of certainty that
any further funds provided would adequately meet GS Construction Group's
ongoing worklng capital requirements and (i) Group Five Group's inadequate
balance sheet capabilities and income generating capabilities to successfully

service and repay existing debt and any further dabt to be incurred,

G5 Construction Group's cash flow forecast for the 2019 financial vear indicates

that G5 Construction will have a cash shortfall of approximately R 2,39 billion,
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COMFIDENTIAL AMD LEGALLY PRIVILE

it is estimated that the G& Construction Group, under current market conditions,

res an amount of 13,6 bitlion to fund its working capital reguirements ap

S 2019, including the repayment of the B uniding Facifitie

the payment of the snce pay payable In relation fo the aforementioned

retrenchment proceadings, G5 Construction is not abla to fisalf ¢

working capltal, nor is it able fo ralse such warldng al from other Group

Five Group companles and/or third partles, given the weakne

sheel, Based on ps

{experience, it has also become clear that the Company's
shareholders are unable or unwilling to provide any such working capital in the

irnmadiate future for the benefit of the Group Five Group.

By virtue of all of the aforegolng circumstancas it appears that G5 Censtruction
is financlally distressed in that it is reasonably unlikely that G5 Construction will
be able to pay all of its debts as they fall due and payable within the immediately
ansuing six months (as contemplated In section 128{1)(H)(}) of the Companies
Act 2008 (the "Act™y).

The financial distrass of G5 Construction has a direct and like adverse hmpact on
the Caompany, by virtue of the fact that the Company has pursuant to the
Relevant Guarantee Arrangements, bound iiself as co-principal obligor with G5
Construction to the Lending Consortium in respect of the Debt Obligations and
therefore it appears to be reasonably unlikely that the Company will be able to
pay all of its debts ag they fall due and payable within the immediately ensuing
six months (as contermplated in section 128(1)(f)(i) of the Act.

Based on representations made by the Company's management, the board of
directors of the Company believe that there is a reasonable prospect of resculng the

Company in terms of Sectlon 129(1){b) of the Companies Act,

ACCORDINGLY, IT IS RESCLVED THAT -

the Company voluntarily commences with business rescue proceedings immediately

and that it be placed under supervision in termns of Section 129(1) of the Companies

the Company forthwith lodge the requisite documents for the commencement of

business rescue proceedings with the Companies and Intellectual Property

KORMISSIE Vli‘ ! /\/\\ ,i"A PYE EN

}mg Q‘Jw % ‘& No 04

BUSINESS RESCUE ____
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PROPERTY COMMISSION
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COMPIDEMNTIAL AND LEGAL

i

Commission of South Afvice and any docdments ancillary thereto and/or nec

for the commencement and/or continuation of business rescue proceedings;

3 Dave Leke (10 Number: 580704 5324 186), and Peter van den

1107 50

17y, rnaround specialists, be appolnted as the

b gy

F2O{33h) of

practition s contemnplatad

4 To the extent required, suthorise Werksmans Abttorneys of 96 Rivenla Road,

Dennehof, Sandton to lodage any and all docume with the Companles and

i resolutions;

Intellectusl Property Cormmission In order to give effect to the

5 THABO CLIFORD KGOGO (ID Number: 760414 5827 087} in his capacity as dive
of the Company or ANTHONY JOMN CLACHER (10 Number: 65011 65192 080) in his

L5

capacity as the director of the Company be and s hereby authorlsed te do all things
necessary, or to procure the doing of all things necessary, and to sign any and all
documents, or to procure the slgning of any and all documents, as is necessary to
glve effect to the resolutions aforesald on behalf of the Board of Directors of the

Company, Including deposing and signing the sworn statement contemplated in

section 129(3)(a) of the Companies Act.
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THABD CLIFORD KGOGO

{Tdentity Number: 760414 5827 087)

clor bt

w3

6.2

aby state as follows -
I am & director of Group Five Limited (Registration Number: 1869/000032/08)
("Company' )' a company with its veglstered address and principal place of business at

¢ Eglin Road, Sunninghill, Sandton, 2191,

fam duly authorised to depose to this sworn statement on behalf of the Company,

The facts contained hereln were presented to the Company’s board of directors by me,

as a director the Company's board, at an urgent special meeting of the Company’s

board of directors on L1 March 2019, and which 1 believe to be true and correct,

This Sworn Statement is rmade by me on behalf of the Company to support the
comrnencement of business rescue proceadings ("Business Rescue") in terms of Section

129 of the Companies Act, 2008 ("Act").

With this Sworn Statement, I intend to provide the relevant Information that is required
in order to demonstrate that the Company should be placed in Business Rescue.

The information contained in this Sworn Statement and the opinions expressed in the

Sworn Statement relate to the financial difficulties of the Company and how the

Company can ~

be rescued and continue as a going concern as an alternative to liguidation; or

pay a higher dividend to its creditors than that which would become payable to

creditors if the Company were to be liquidated.
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6 00 the 1970 as an inves

dior acquining and holding nve i1 the

share capital of the Company is listed on the Johan

& Group Five Construction Proprietary Limited ("G5 Construction™} is a wholly owned
subsidiary of the Company. Tha Company has g number of direct and indirec

subsidiaries In addition to G5 Construction (collectively the "Group Five Group”).

9 G5 Construction and s direct and indivect subsidiaries ("G5 Construction Group”),
reflected an operating loss before tax of approximately R 1.23 billlon for the year ended
June 2018, which comparas negatively to the budget of R 224 millian profit before tax

for the samne period,

10 The G5 Construction Group experienced negative cash flows from operating activities
of R 880 million for 2018,

11 Market conditions in the construction industry have worsened, and certain of G5
Construction's projects were under-priced which resulted fo these projects being loss-

making.

12 in order to alleviate the cash flow constraints of the G5 Construction Group brought
about by virtue of the circumstances described above, bridge funding in the sum of
RE50 million was sought by G5 Construction from a consortiom of lenders (the "Lending
Consortium™) and was granted to G5 Construction in April 2018 (the "Bridge Funding

Facilities").

o
g

As an element of the provision of the Bridge Funding Facilities, the Company and a
rumber of other companies within the Group Five Group, guaranteed to the Lending
Consortium, the payment and other obligations {collectively the "Debt Obligations”) of
(i) G5 Construction to the Lending Consortium under or in relation to the Bridge Funding
Facilities and (il} various members of the Group Five Group to individual members of
the Lending Consortium in respect of various other extant banking, guarantee and like

facilities provided from time to time by such individual meambers of the Lending

Consortium to such members
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The Cormnpany's and G5 Constr

following the termination of &

Fired Combined Cycle EPC Power Plant Contract (Cthe
Novamber 2018, when payment of USS106,5 million w by Cenpower
Ganeratlon Company Limited from guaranies providers under the guaranteas that were

isaued in respect of the Pro

~Inthe result, the Company and G5 Construction became

!

Indebied te such guarantes providers under counter-indemnity arrangements, which
came of force when payment in respect of such guarantess was made by the auarantee

providers, Such indebtedness has not been repald as at the date heraof,

G5 Construction Group s currently conducting retrenchment proceedings and 1t is

estimated that severance pay 0 the sum of R 233 million will become payable to

retrenched employees pursuant thereto.

On 22 February 2019 G5 Construction sought additional bridge funding from the
Lending Consortium in the sum of R350 million for the G5 Construction Group's
immediate short term working capital requirements.  Whilst G5 Construction's
management and board of directors at the time believed that there was a reasonable
prospect of such bridge funding being provided, on 4 March 2019 the Lending
Consortium formally advised G5 Construction that its request for such funding could
not be accormmodated, inter alia given (1) the sums of money and/or guarantee facilities
already provided by the Lending Consortium and/or its individual members to the Group
Five Group, (1) the lack of certainty that any further funds provided would adequately
meet G5 Construction Group's ongoing working capital requirements and (ill) Group
Five Group's inadeguate balance sheet capabilities and income generating capabilities
to successfully service and repay existing debt and any further debt to be incurred.

G5 Construction Group's cash flow forecast for the 2019 financial year indicates that

G5 Construction will have a cash shortfall of approximately R 2.39 billion,

It is estimated that the GS Caonstruction Group, under current market conditions,
requires an amount of R3.6 billion to fund its working capital requirements up to
December 2019, including the repayment of the Bridge Funding Facilities and the
payment of the severance pay payable in relation to the aforementioned retrenchment
proceadings. G5 Construction is not able to itself generate such working capital, nor is
it able to raise such working apml_ﬂ,_ggm cher Group Five Group companies and/or
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Companies Adt

The financial distress of GY Construction has a direct and like adverse impact on the

riue of the fact that the Company has pursuant to the Relevani

b

Company, by vi

Guarantee Arrangements, hound (tself as co-principal obligor with G% Construction to

the Lending Consortium in respect of the Debt Obligations and therefore it appears to

be reasonably unlikely that the Company will be able to pay all of Its debts as thay fall
due and payable withio the Immediately ensuing si

128(1)(F)() of the Act.

x months {as contemplated in section

T OF RESCUE

MNotwithstanding the above, the directors of the Company believe that there is a
reasonable prospect of rescuing the business of the Company, if action is taken
Immediately and if the Company commences Business Rescue, If the Company Is placed
under supervision, initlatives can be taken by a business rescue practitioners, when

duly appointed, to take the following steps -

imposing an immediate ternporary moratorium on all payments to creditors In

terms of section 133 of the Act;

negotiating the sale of the Company's assels to potential purchasers, at a value
higher than would be achieved in a Hquidation and where the majority of
employees of the company would most likely retain thelr jobs;

continuous engagement with stakeholders to retain value in the Company and its
ssets (including without limitation its subsidiaries);
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wrding the provision of post

2105 engaging in discussions with various parties reg

commencemeant financing to the Company.

27 hoits board of directors, is of the view that the
but that there remal P reasonable prospect of

y and accordingly that the Company shoulid be placed in Business

I ocertlfy  that ihss:: staternent  was  signed  and  sworn to before me  at

g“,\nf%h fels oon this the LS of MARCH 2019 by the
deponent after he um lared that he knew and understood the contents of thig ernent,
that he had no objection to lcikmg the prescribed oath and has taken the prescribed oath
which he considered binding on his consclence, having complied with regulations contained

in government notice R1258 of 21 July 1972, as amended,

y 77{@%@ .

COMMIYSIONER OF OATHS

Name:

Address:

Capacity: JES8ICA MELIBEA N
Commlssionar of Oaths
Practising Attornay R.8.A

90 Rlvonls Road
Sandion
21486
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