
MEDIASTATEMENTBYTHEDEPARTMENTOFPUBLICENTERPRISES

GOVERNMENT’SPRELIMINARYRESPOSETOTHEPUBLICATIONOFSAABUSINESSRESCUEPLAN

16JUNE2020–Government,asthesoleshareholderofSAA,supportsthebusinessrescueplan
whereitresultsinaviable,sustainable,competitiveairlinethatprovidesintegrateddomestic,regional
andinternationalflightservices.

Governmentremainscommittedtosupportacompetitive,viableandsustainablenationalairline.
ThisistoresolvetheuntenablesituationofthecurrentSouthAfricanAirways(SAA),specificallyfor
itsemployeesanditscreditors,aswellastosupportimportanteconomicobjectives.

The aviation industryin South Africa requiresthe capabilitiesofa SAA thatisreconstituted,
restructuredandreinvigorated,withoutthelegacyburdens,includingcorruption,poorleadershipand
unsustainablecosts,whichhavebesetSAA’spast.

SAA wasplacedinbusinessrescueon6December2019.EffectivelySAA hasbeenunderthe
completedirectionandcontroloftheBusinessRescuePractitioners(BRPS).

TheCompaniesActprescribesthattheprimaryfunctionofabusinessrescueprocessistodevelop
andimplementarescueplanwiththeviewoffundamentallyrestructuringthebusinessaffairsand
otherliabilitiesofacompanyindistress,inamannerwhichmaximizesthelikelihoodforitto
continuetoexistonasolventbasis.

Ifthisisnotpossible,thesecondoptionistodisposeofassetssothatcompanyindistresscan
obtainbetterreturnsforitscreditorsandshareholdersthantheywouldotherwisereceivefrom the
liquidationofthecompany.GiventheprospectsofrescuingSAA,governmentwasagainsttheoption
ofliquidation.

TheBRPshadasubstantialperiodoftimeandadditionalfinancialresources– R5.5billionto
augmenttherevenueofSAA-attheirdisposaltoundertakethetasksexpectedofaBRP,which,in
termsoftheCompaniesAct,todevelopadetailedbusinessrescueplan,toconsultwithcreditors,
otheraffectedstakeholderslikeemployees,theShareholderandtheBoardandmanagementofthe
companyunderbusinessrescue.Inadditiontothisamount,furtherrevenuewasgeneratedoverthe
lastsixmonths,throughrepatriationflightsandcargoflightsforessentialgoods.

AstheshareholderofSAA,government,takingintoaccountthebroadernationalinterests,hasmade
itclearthatthedesiredoutcomeshouldbetoestablishaviable,sustainablenationalcarrierthat
mustemergefrom thebusinessrescueprocess.Particularlysoasgovernmentifexpectedto
marshaltheresourcesnecessaryforthisprocessfrom diversesources.

Throughgovernmentguarantees,theBRP’shavehadsignificantadditionalfinancialresourcesat
theirdisposaltoenablethem torestructureSAAbystemmingthetideofwastage,anexcessivecost-
structureandcashburn.Wewillassesstheplanwhich,weareconcerned,mighthavenotbeen
adequatelyaccomplished.

Inaddition,governmenthasenabledconsultationswithemployeerepresentativesintheLabour
ConsultativeForum.ThisprocessmustbeembracedbytheBRPsandtakentoastateofcompletion.

Asashareholdergovernmentwishestoengageconstructivelytowardsthenationalinterestobjective
ofcreatingaviable,competitive,sustainableairlineinaconstrainedfiscalenvironment,takinginto
accounttheimpactofCOVID-19pandemiconthissituation.



Werepeat:Governmentasthesoleshareholdersupportsthebusinessrescueplanwhereitresultsin
a viable,sustainable airlinethatprovidesintegrated domestic,regionaland internationalflight
services.

ENDS.
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