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PRESENTATION NOTES 

PRESENTATION TO DEBENTURE CREDITORS AT DEBENTURE CREDITORS MEETING HELD ON 10 

NOVEMBER 2017 AT THE CSIR INTERNATIONAL CONVENTION CENTRE, PRETORIA 

Confirm that the presentation will be done in English to accommodate those that do not understand 

Afrikaans.  Questions can be asked in Afrikaans and will be answered as such. 

BACKGROUND 

Why is Nova proposing a listing and why is it proposed now?  

The proposal is to capitalize debt into shares. 

Why are we here in the first place?   

In 2010 the Reserve Bank stepped in and closed property syndications in South Africa.  The reasons for 

having done that is history and cannot be debated at this meeting.  

But what happened with the historical Sharemax properties or related properties? Sharemax was merely 

a promoter of different property companies (individual syndication companies) in which all of you, were 

historically invested in as shareholders.  You owned that asset indirectly through your shareholding in a 

holding company.   

The proposal by the Board, that stepped in and negotiated on behalf of all of the historic shareholders in 

2011, proposed to the Reserve Bank, who had issued directives, that, to avoid liquidations by various 

groups of liquidators of the assets, the Group be given an opportunity to restructure and to make a 

proposal to the shareholders.  This proposal was put to the shareholders and was also presented at 

roadshows throughout the country.  

The proposal was sanctioned by a majority vote in January 2012.  This had the effect that liquidation was 

averted. All the assets that indirectly belonged to the historical shareholders in their individual SPV 

companies, became debenture holders in a new company called Nova Investments.  Nova Investments 

today owns all the assets and debenture were issued to all debenture holders.  33 000 debentures were 

issued to some 19 700 individuals.   

Further to that, the second step which was critical, apart from making sure that the assets were not 

liquidated, which the historical investors voted on and was sanctioned, was that the Group, in terms of 

the Schemes of Arrangement, gave every single debenture creditor an opportunity to convert her/his debt 

into shares in Nova Holdings at that point in time.  The initial period of three months, during which the 

option to convert debentures into shares could be made, was later extended by a further four months. 

This was extensively discussed with brokers at the time. 

Unfortunately, the shares option was not taken up by all of the debenture holders.  In fact of the 19 700 

individuals, only 1 100 (4%) elected to convert their historical debt to equity.  This was extremely 

disappointing but that is what transpired. 

CURRENT SITUATION  

For the last 5 years the Nova Group, with various Board members, have managed the Group in terms of 

what was voted for, to protect the assets and to try and grow them.  Why?  Because the Scheme 



2 
 

documents indicate that capital needed to be raised, to be injected into the properties on conversion in 

terms of the Schemes of Arrangement. The properties were, at that stage, not worth R4,4 Billion, but 

probably half of that, and the idea was to repay debenture holders 100c in the rand.  Assets were secured, 

debentures were issued and conversion periods were allowed for. The founding shareholders were all 

there in 2011 when shareholders voted but did not convert debentures into shares.  Today the 4% 

shareholders which converted historically and the founding shareholders hold the 2,2 billion shares which 

were not taken up.  These shares were worth zero.  Why?  Because when the Schemes were sanctioned, 

on day 1, the asset value was, for example R2 billion and the debenture holders received their Fair Value 

debentures to the same quantum.  Asset minus Liability equals Net Asset Value.  And if the two are equal, 

there is a zero value. 

The 2,2 billion shares which were held by the founding shareholders, are still held by these founding 

shareholders.  The shares were not worth anything.  Current debentures are worth exactly what Nova 

Investments’ Assets are worth today.   

These are the debentures that are going to be converted into shares in the Listco on a R1 for R1 basis.  In 

other words, the current asset value is R1,6 Billion and debenture creditors will be receiving shares for 

R1,6 Billion.  The 2,2 Billion issued shares which the founding shareholders hold do not partake in this.  

What they partake in is, post the event, as the Group grows, the growth in the value of these shares.  

Those shares presently, when Listco lists, are worth only the differential between any assets that have 

had value creation, which are not linked to maximum debenture value.  The notional current value of 

those shares is 24 cents.   

To imply that the shares were stolen is not true.  The directors do earn salaries, but that is not for today’s 

discussion. 

 What you’ve got now.  Why are we proposing it now?   

For 5 years this Group couldn’t raise the funding that was required in terms of the current voted on and 

approved Section 311 Scheme of Arrangement Circular documents. The reputational risk that happened 

with the Reserve Bank, the history, the drama that came with it, made it difficult for banks to fund the 

Group.  The Group currently has an asset value base of R2,1 Billion including the debenture creditors’ R1,6 

Billion assets.  Historical shareholders had invested R4,4 Billion.  The idea was to give back R4,4 Billion.  

That is the Board’s responsibility.  That is why we are here, still 5 years later.  The idea is to unlock that 

value.  

How do we do it?  If we sell all the assets today, the return from such sale will not result in full repayment 

to the debenture creditors.  The idea was to run this process for 10 years, get the money in to unlock the 

value, unlock the value, and repay as much as possible of what was invested historically.  That has already 

been done with certain classes of debentures.  These debentures were, at that time, worth a 100c in the 

rand.  And we did pay them that back.  Unfortunately the amount repaid is a minuscule amount compared 

to where investors had put in R1,59 Billion. (Villa) 

The point is the assets are secure and they’ve been looked after. The Board has the job to unlock the value 

so that debenture creditors can get their cash back.  When the majority debenture holders elected not to 

convert to shares, it left Nova Investments with a massive debt which is currently the debentures. The 



3 
 

debentures have certain rights to them, a right to re-payment based on the underlying assets’ Fair Market 

Value at the point in time, as well as returns.   

Returns stopped at the end of last year as Nova has not been able to pay returns.  Why?  The Group is 

under bank finance of some R200 Million.  We simply are not getting the banks to fund us.  We simply 

cannot raise the capital to unlock the value of the assets that we have taken custody of.  We need to do 

that.  We can carry on with this process until year 10 comes, which is in 5 years from now, sell all the 

assets on a fire sale basis because people are going to offer us nothing for the assets and the returns of 

the sale will be paid to the debenture holders.  The 2 billion shares that the founding shareholders hold 

today, will be worth virtually nothing. But the payment to debenture holders will be based on the return 

of a fire sale.   

The Group was ready 5 years ago to eliminate the debenture debt.  But the majority of the debenture 

holders opted to remain debenture holders and did not make use of the option to become shareholders.  

The difficulties in obtaining funding for the Group will remain.   

The Board has always considered listing on the Johannesburg Stock Exchange because it creates many 

positive things.  It, amongst others, creates capitalization of debt, it creates funding lines opening and it 

creates an opportunity for the holder of listed shares to decide whether he/she wants to trade with 

his/her shares or not.  The shareholder has the opportunity to manage his/her own funds.   Either convert 

into cash in the short term or hang onto the shares in order for the value of the shares to grow.  The 

Group’s value will be R2,6 Billion once pre-listing capital of R400 Million flows, which will flow pre-listing. 

Fund managers recognise opportunities, they put companies into funds, you list and then you unlock the 

value.  Within a couple of years the Group will have been able to unlock the value which the Board hasn’t 

successfully been able to do under the circumstances over the last 5 years.   

This is what we are trying to achieve.  We could have done it sooner but the JSE requires certain processes 

and certain reporting.  For example it requires 3 to 5 years of Financial Statements to be submitted.  You 

have to build a group slowly so it is in a position to be listed on the JSE.  So that they will allow the Group 

to list with its assets.  Your shares will be tradeable.  Computershare has been appointed as Transferring 

Secretary, which is a requirement to have when you list on the JSE.  Computershare is one of the largest 

Transferring Secretaries in the world.   

Shareholders will be able to contact Computershare by telephone or email and they will assist them to 

deal with their shares without any complication.  This will allow an individual who is sitting in Pofadder 

and cannot even go to a bank because they only have 2 tellers, to trade when the individual needs to and 

doesn’t have to open a broker account. Money will be transferred to the shareholder when 

Computershare deals with the shareholder in the ordinary process. 

What is the alternative?   

The proposal is to convert your debt and capitalize it into shares. The idea is to be listed.  The JSE will allow 

Nova to list at some point.  It might not be immediately but you can still trade your shares in an unlisted 

environment. There is a ZAREX which can be used to trade unlisted shares via Computershare on the same 

basis, to trade shares until the Group is absolutely ready to list.   
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If we do not get the required yes vote to convert your debt to equity, there will be no listing. There can’t 

be a listing and the current 311 Schemes will exist for a 5 further years.  You will possibly receive no returns 

because it is not foreseen that a large funder will invest in an unlisted Group at the moment and the 

repayment will be a process that might only happen in 5 years from now. There might be 1 or 2 classes of 

debentures whose related assets are in a position that enough value can be unlocked for repaying relevant 

debenture holders.  So it is a slow process.   

The section 155 Scheme Circular indicates a liquidation scenario. This is only because section 155 requires 

one to sketch it.  It is not the position that the Nova Group is currently in.  There is no liquidation, we 

secured all assets in 2011/2012 and it is all there to be dealt with.   

The current debentures’ value is pinned at R1,6 Billion.  Further value needs to be unlocked.  All classes 

of debentures are separately identified, even though all debentures are the same as debenture holders 

have the same rights.  The only difference is the calculation and the quantum of fair value underlying 

debentures.   

Where are we today? 

 (Schematic slide presented) This is the Nova Group presently as you’ve voted for.  It owns all the assets. 

Debenture holders are here, but they don’t own any asset.  What we’re looking at is Holdings, 

Investments, debenture holders in Investments and all the assets.  That is what you have today. What 

right have you got today?  The same rights that you had when you voted for the Schemes 5 years ago, you 

will remain having those rights going forward.  You have a right to returns, if the underlying property that 

you are linked to historically in terms of a formula can unlock returns.  But it can’t do that at the moment 

because they are not operationally to their most effective in many instances.   

What are we proposing to do?  To take you out of Nova Property Group Investments and to move you to 

Listco next to the 4% that have already converted back in 2012.  They are in the process of electing to take 

voting shares in the Listco as well.  They are already shareholders over all the assets whereas you are not.  

This is what we want to do for you.  You become an owner at the top which we proposed in 2012.   

What will the structure look like once there is a positive vote from the debenture creditors, both in 

majority and in value, in terms of section 155 of the Companies Act?   

The shareholders of voting listed shares will sit at the top and own, through all the companies, all the 

assets.  Shareholders will have a quantum of shares, determined as per the conversion formula and based 

on the audited value of their current assets. Shareholders will have voting shares in the listed company 

and they can decide, whether they want to trade or whether they want to wait.  Funds will flow into the 

top and they will be able to receive growth in the company.  The pre-listing statement isn’t available yet, 

which is extremely unfortunate, but we had to proceed with the meeting.  Before scheduling the meeting, 

the Board considered the possibility that people simply are not fully aware of the answers to many 

questions that weren’t answered and we were alert to the fact that we might have to postpone the 

meeting.  It was decided to proceed with the meeting because people have already made arrangements 

to attend.  

What I want to make clear is that you will receive a share in the listed company and you are an owner of 

all the assets in the Group in a regulated environment.  Funding will flow into the Group during the next 

3 years, which will be seen from the pre-listed statement once it’s been made available. The pre-listing 
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statement needs to be made available to the JSE.  The Group will utilize the R400 Million pre-listing 

funding, which will flow pre-listing, into the assets to unlock the value.  

The Current Board of Directors 

(Slide presented) We have various Boards and various people sitting at various levels in the Group.  The 

new listed company has already been formed and directors’ appointments have already been made.  In a 

listed environment there should be more non-executive than executive directors because it is a highly 

regulated environment.  Four new non-executive independent directors, who are currently the non-

executives that have recently been appointed to the Nova PropGrow Group Board, as it stands now.  These 

individuals are highly skilled and come with complete independent knowledge of which one of them, Mr. 

Lazarus Mbethe, will become the Chairman.  This will all be pinned in the pre-listing statement.  At the 

moment the executives on the company to be listed is myself, as CEO presently and Mr. Myburgh.  We 

have appointed a new executive Financial Director whose name will be disclosed in the pre-listing 

statement.  There are therefore 3 executive directors and 4 non-execs presently.  When funding flows it 

is very possible that there will be other appointments as non-executives to the Board as one would have 

in the ordinary cause.   

The pre-listing statement will articulate all detail required.  And if there is a fair and reasonable that is 

required in the pre-listing statement it will also be available because the JSE has relevant Rules and 

Regulations. 

Thank you Mr. Chair. 

  

 


