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Annual distribution growth of

FINANCIAL
CAPITAL

NPI growth of

4.4%

INTELLECTUAL
CAPITAL

13.7%

Like-for-like portfolio NPI growth

5.7%

R2bn raised via Megapool syndicated loan
R600m of equity issued

n	MSCI award for:

— All funds — 3-year annualised
(June and Dec 2016)
— Diversified fund — three-year
annualised return
— Retail market sector — three-year
annualised return

H U M A N C A P I TA L
Sound performance
practices aligned to
Company performance
and stakeholder
expectations

70% (2016: 67%)
of Directors
from previously
disadvantaged groups
— 40% (2016: 33%)
female

n Sunday Times Business Times

90% (2016: 91%)
of employees
from previously
disadvantaged groups
— 45% (2016: 52%)
female

Top 100 Companies — ranked 49th
(2016: 73rd)

HIGHLIGHTS FOR 2017
Facilitates Sizovuna to
participate in 25% of the
R370m Umlazi Mega City
redevelopment

SOCIAL AND
RELATIONSHIP CAPITAL
Number of affordable housing inner-city
residential units increased to 5 930

NATURAL
CAPITAL

MA NUFA CTUR E D
CA P I TA L

CityKidz increased
scholars from 60 in
2008 to 648 in 2017

Electricity consumption tCO2e
per m2 saving of 8% in 2017 vs
target of 5% over five years

Acquisitions of

R1.5bn

R1.7bn
Redevelopments completed of R0.9bn
Committed developments of R1.2bn
Traditional portfolio tenant retention at 81.6%
Like-for-like valuation increased by 4.2%
Committed acquisitions of

Generated 1 695 MWh of
renewable energy, saving of
R2.3m and 1 661 tonnes of CO2e

12 855 m3 (70% of waste)
represents 324 tonnes recycled
at 12 retail centres
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INTRODUCTION
SA Corporate is pleased to present its Integrated Annual
Report (“IAR”) which has been prepared for the benefit of
its stakeholders. The aim is to provide a broad and succinct
overview of the Group’s performance over the 12-month
period ended 31 December 2017, by portraying a holistic
and integrated illustration of the Group’s performance.
The IAR covers the objectives and strategies of the Group
and its performance in respect of the six capitals identified
by the International Integrated Reporting Council (“IIRC”)
as a basis of an organisation’s value creation. These are:
n	Financial capital – debt and equity capital. Access to
funding is intrinsic to the Company’s ability to create
value.
n	
Manufactured capital – properties and investments.
Property management is carried out by Broll
(traditional portfolio) and AFHCO (residential and
inner-city retail). The Asset Managers oversee the
strategic management of the Group’s investment
properties.
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n	
Intellectual capital – brand, knowledge, systems,
procedures, protocols and highly experienced
management team. We aim to grow the AFHCO brand
to become the residential property brand of choice.
n	Human capital – employees’ competencies, capabilities
and experience.
n	
Social and relationship capital – stakeholder
engagement with communities and other networks.
n	
Natural capital – green initiatives and reduction of
carbon footprint.
This IAR should be read in conjunction with the
following reports in order to get a comprehensive view
of SA Corporate’s performance over the past financial
year and its prospects:
n	SENS announcements;
n	Annual Financial Statements (“AFS”); and
n	Notice of Annual General Meeting (“AGM”).
The IAR along with the SENS announcements and AFS
are available on the Company’s website.

SC O P E A N D B OU N DARY

The role of integrated reporting is recognised as being
fundamental in demonstrating the Company’s ability to
account for its commitment to creating and sustaining
value across all sustainable components, ultimately for
the benefit of its stakeholders.
As a diversified REIT, the integrated reporting scope for
SA Corporate differs from that of traditional businesses
and organisations.
Where practical, the report is aligned with best practice
and principles of King IV, the Global Reporting Initiative

(“GRI”) guidelines, Integrated Reporting Framework of
the Integrated Reporting Council, International Financial
Reporting Standards and the Companies Act, No. 71
of 2008.
The scope and content of this report represents an
alignment of identified stakeholder priorities and social
and environmental needs with the core objectives of
SA Corporate’s strategy.

MATE RIAL ISSUE S

SA Corporate’s material issues are closely aligned with
its strategic direction, its integrated sustainability
commitments and the identified requirements of all its
stakeholders. As these inform and shape SA Corporate’s
strategic direction, they are identified and endorsed by
the Company’s Board of Directors and management team
via ongoing input from all of the Company’s stakeholders,
employees, investors and shareholders, as well as
analysts, regulators and the media.
We consider issues to be material if they reflect on the
six capitals as detailed on this page in a manner which
could substantially impact and influence the decisions of
stakeholders in assessing the Group’s ability to create
value in the short, medium and long term.

ASSURANCE

The Group’s Annual Financial Statements were audited
by Deloitte & Touche. Grant Thornton provided written
assurance that existing internal controls are adequate
and effective. The Group’s BBBEE contributor levels were
verified by Platinum Verifications, the property portfolio
was revalued by Quadrant Properties Proprietary Limited
and the carbon footprints assessment was prepared by
Terra Firma Solutions. SA Corporate has elected not to
obtain assurance for its non-financial information.

BO ARD RE SP O NSIBILITY
STATE ME NT

SA Corporate’s Board acknowledges its responsibility
to ensure the integrity of the Integrated Annual Report
for the 2017 financial year. The Board is of the opinion
that the Integrated Annual Report addresses all material
matters and offers a balanced view of the performance of
the Company and its impact on its stakeholders.
The Board has approved this Integrated Annual Report.

F O RWARD-LO O KING STATE ME NT S

The IAR contains certain statements that are forward
looking. By their very nature, such statements cannot be
considered guarantees of future outcomes as they are
dependent on events and circumstances, the predictability
of which is uncertain and not necessarily within the
Company’s control.
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SA Corporate is one of the oldest established property companies in the market. Its diverse investment spans industrial,
retail and commercial property primarily in the major metropolitan centres of South Africa, with a secondary node in Zambia.
In addition, in 2014 SA Corporate invested in the AFHCO Group, an innovative residential, retail and commercial property
company located in Johannesburg’s inner-city and in 2017 the Group invested in storage. With a portfolio comprising
196 properties covering a total of 1.5 million square metres of lettable space, SA Corporate’s portfolio is independently valued
at R16.8 billion (2016: R15.0 billion) (excluding three properties in Zambia which are equity accounted). The Company is
listed on the JSE as a diversified REIT and is one of the Sunday Times Business Top 100 Companies in South Africa.

ABOUT SA CORPORATE REAL ESTATE LIMITED
OU R M I L E STON ES

1995

Ukhozi Property Fund
established as a PUT
management company
by Marriott.

R68 million

2013

Platform established for
sustainable growth through
execution of the four-pillar
strategy. Distribution
growth of 8.6% over
prior year.

R8.9 billion

1998

Ukhozi acquires the assets
of Umdoni, Tamboti, Higate
and Highstone and changes
name to Marriott Property
Fund.

R1.2 billion

2014

Further diversification
through investment in
AFHCO. Internalisation of
the ManCo and introduction
of performance-based
management incentive
structures. Distribution
growth of 9.0% over prior
year.

R10.7 billion

2006

Old Mutual Group acquires
Marriott business, including
the management company.
The Fund name is changed
to SA Corporate Real
Estate Fund.

R3.1 billion

2015

Converted from a REIT
Trust to a Corporate
REIT. Launched an equity
issuance via a rights offer
amounting to R1.2 billion.
Diversified into sub-Saharan
Africa via a Zambian JV.
Distribution growth of
10.8% – highest in the
Group’s history.

R12.4 billion

2007

The Fund acquires SA Retail
Properties Limited and the
portfolios of Sharemax and
Buffcol. Portfolio increases
and weighting changed
from industrial to retail.

R8.5 billion

2016

Diversification of AFHCO
investment to include threestorey walk-ups and secured
estates outside of the
Johannesburg inner-city and
in other metropolitan areas.
Rerating of the share price.
Joint initiatives with
Calgro M3 Holdings and
M&T Developers to develop
residential properties.

R15.0 billion

2012

Turnaround strategy to
improve quality of portfolio
through development
and capital expenditure
progresses. Strategic
objectives to deliver
sustainable distribution
growth refined. Distribution
growth of 4.6% over
prior year.

R8.1 billion

2017

Repositioned the traditional
AFHCO inner-city portfolio
by active asset management
interventions, rebasing
rentals and improved
competitiveness through
product enhancements.
Bedding down the AFHCO
business through structured
JV relationships and growing
the suburban pipeline.

R16.8 billion
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VISION
The vision of SA Corporate is to produce

This is to be achieved by:

sustainable

n

long-term

distribution
capital

growth

and

appreciation

for

investors through the investment in a
diversified property portfolio in a manner
that benefits all its stakeholders as a

n	raising capital (equity and borrowings) in a

manner supportive of investment returns;
n	managing and developing the portfolio to enhance

its value and returns;
n	providing rental space in locations in demand,

with a product that fully meets the needs and
aspirations of its tenants at competitive pricing;

responsible corporate citizen.
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transacting in strategic properties and investments
that meet specified investment criteria;

n

creating an empowering culture in which team
members can thrive by being effective, efficient
and innovative;

n

being environmentally sensitive; and

n

making a positive contribution to society.

VALUES
Our values are integrated into our performance management process and shape the way we behave and do business. The code
of conduct also includes components of the SA Corporate value system.

I NTE G R I T Y

RE S P E C T

ACCOUNTABILITY

INNOVAT ION

Being honest,

Actively listening to

Being prepared to

Being passionate

trustworthy,

others, responding

take responsibility,

about what we do

transparent,

appropriately to

make commitments,

and committed to

consistent and

what they have

find solutions and

achieving our goals.

open in all actions

to say, working

be accountable for

Always looking

and dealings and

effectively with

delivery and results.

for innovative and

always acting with

diverse people and

creative ways to

the highest ethical

being willing to

improve while

standards.

learn from others.

constantly striving
to break new
ground.
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Regulated by:
JSE:
Ensure
compliance with
JSE regulations
Provide market
for trading of
shares

Managed by:

All relevant
South African
legislation:
Including, but
not limited to,
the Companies
Act and
the Income
Tax Act of
South Africa

34 wholly-owned
property investment
subsidiaries

A Member of:

Board and
Committees

Asset
management:

Property
management:

SA REIT
Association:

Refer to the
Directorate and
Governance
and Compliance
on page 8 and
64 to 71

SA Corporate
Real Estate
Fund Managers
Proprietary
Limited
provides
strategic
management
of the Group’s
assets

Broll Property
Group
Proprietary
Limited, and
AFHCO Property
Management
Proprietary
Limited manage
the Group’s
property
portfolio

Promote
SA REITs as
an investment
class, while
addressing
issues and
meeting
challenges
within the
sector

Management
Company

2 Properties coowned (Umlazi Mega
City and Stellenbosch
Square)

JVs in Zambia (50%)
Partnering with
Calgro M3 (51%) and
M&T Development
(60%)

GROUP STRUCTURE
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R E I T STAT US

PRO P E RTY MANAGE ME NT

SA Corporate was granted a REIT status by the JSE with

Broll is the current property manager for the traditional

effect from 1 January 2014. The REIT investment structure

SA

is recognised globally and aligned with internationally

agreement

recognised best practice, making it attractive to local and

Broll regulates the provision of property and building

international investors.

management services for the property portfolio, including

Due to its legal structure as a REIT the Company is required
to distribute at least 75% of its distributable earnings as
pre-tax net property income to its shareholders. It does
this via distributions in March and September every
year for the six-month periods ending 31 December
and 30 June respectively. The Company has elected
to distribute 100% of its distributable income. These
earnings are taxable in the hands of the shareholders.
A REIT does not pay corporate income tax.

ASSE T M A N AG EMEN T
Upon the REIT conversion in July 2015 the Management
Company (“ManCo”) became a wholly-owned subsidiary
of the Company. The ManCo employs the staff that
provides the asset management function for the Group.

Corporate

portfolio.

concluded

The

property

between

SA

management

Corporate

and

leasing and lease management, rental collections, tenant
liaison, maintenance and the payment of expenses.
The performance of the property manager is measured
quarterly, on a balanced scorecard approach, against
specific key performance indicators (refer to page 30 of
the MD’s report). In the event of underperformance,
SA Corporate has several options, including, but not
limited to, terminating the entire contract. The property
management for AFHCO is performed in-house either
directly or through AFHCO Property Management.
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INVESTMENT PHILOSOPHY
Our investment activities are diversified over five sectors:
industrial, retail, commercial, residential and storage,
across the major metropolitan areas in South Africa and
with a secondary presence in Zambia. The Company is
well positioned for and continues to consider suitable
international investments, but only after careful and
thorough evaluation of their potential to add risk managed
sustainable value to our stakeholders. SA Corporate has
and will continue to consider both development and
investment partnerships where it is able to achieve a
balance between risk and reward within the framework of
its determined risk appetite and tolerance levels.

INVE STME NT PARAME TE RS
The Company is allowed to make use of debt and
corporate guarantees up to a maximum of 50% loan to
value (“LTV”) as per the lenders’ covenant requirements.
The long-term strategy of the Board is to maintain
the borrowing limit at a maximum level of 40% of the
underlying assets of the Group.
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STRATEGIC OBJECTIVES AND PERFORMANCE
SA Corporate’s strategy is based on the principle that optimal capital allocation and efficient operations drive distribution
growth and shareholder returns over the long term.
The objectives of the Company aligned to its vision of exceeding stakeholder expectations are:

1 2 3 4 5 6
Investing in

Improving

Enhanced

Efficient and

Reducing

A high-

a diversified

the quality of

returns by

effective

the business

performing

portfolio that

the portfolio

managing

property

impact on the

team, with

generates

through

liquidity and

operations

environment

performance

stable and

active asset

interest rate

to enhance

and reducing

and

growing income

management

risk through the

property

costs through

remuneration

and capital

and

effective use

fundamentals

Green

aligned to the

gains

redevelopments

of debt, equity

initiatives

stakeholder

and hedges

objectives
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T H E P R I O R IT IES FOR 2018
SA Corporate’s objective in 2018 is to consolidate the Group’s asset base and position its portfolio for sustainable
future growth.
n	
Divesting from industrial and commercial properties

n	Ensuring the AFHCO residential portfolio contributes

that are at risk of extended periods of vacancies

to sustainable distribution growth for the Group by

or substantial negative rental reversions. Capital

active asset management in recycling capital from

proceeds from the aforementioned disposals are

poorer-quality

to be redeployed in the redevelopment of existing

developed assets. Recent interventions in respect

warehousing to state-of-the-art logistics facilities

of marketing, building improvements, amenities,

and by improving the quality of the portfolio to meet

property management and leasing that have been

tenants’ operational requirements.

successful in reducing vacancies will be deployed

n	Continuing to enhance the quality of the Group’s retail
property portfolio through the redevelopment of its
existing portfolio, an investment strategy focused on
food services and convenience, implementing yieldenhancing energy-efficiency projects and increasing
non-GLA income.

properties

to

well-located,

newly

further to generate robust net property income
growth from the portfolio.

Jeff
Molobela (62)

Terence Rory
Mackey (56)

Antoinette
Margaret Basson (48)

BSc Eng (Hons); MBA
South African
Appointed 3 May 2013

BSc Eng; Postgrad Dip Eng;
CPFA; Pr CPM
South African
Appointed 1 August 2012

CA(SA)
CA(SA)
South African
South African
Appointed 17 February 2011 Appointed 19 August 2010

BCom; PGDip Accounting;
CA(SA)
South African
Appointed 13 April 2017

Independent Chairman,
Non-executive Director

Managing Director

Financial Director

Member of the Risk and
Compliance Committee

Member of the Social,
Ethics and Environmental
Committee

Independent Non-executive
Director

Independent Non-executive
Director

Chairman of the Audit
Committee

Member of the Audit
Committee

Chairman of the Nomination
Committee
Member of the
Remuneration Committee
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Member of the Investment
Committee
Invited to attend the
Nomination, Remuneration,
Audit and Social, Ethics and
Environmental Committee
meetings

Robert John
Biesman-Simons (63)

Invited to attend the Audit,
Remuneration, Risk and
Compliance and Investment
Committee meetings

Member of the
Remuneration Committee

Adila
Chowan (43)

Member of the Investment
Committee

DIRECTORATE
Gugu Patricia
Dingaan (42)

Kenneth John
Forbes (68)

Emily Mauristene
Hendricks (44)

Mabotha Arthur
Moloto (49)

Ebrahim Suleman
Seedat (66)

CA(SA)
South African
Appointed 20 May 2010

CA(SA)
South African
Appointed 24 July 1995

Dip in Teaching;
LLB; LLM
South African
Appointed 2 April 2014

BA (Hons); Postgrad Eco
Principles; MSc in Finance
and Financial Law
South African
Appointed 7 July 2014

FIMFO; CA(SA)
South African
Appointed 1 September
1998

Independent Non-executive
Director

Independent Non-executive
Director

Independent Non-executive
Director

Lead Independent Director

Chairman of the
Remuneration Committee

Member of the Investment
Committee

Member of the Audit
Committee

Member of the Social,
Ethics and Environmental
Committee

Chairman of the Social,
Ethics and Environmental
Committee
Member of the Risk and
Compliance Committee

Independent Non-executive
Chairman of the Investment Director
Committee
Chairman of the Risk and
Compliance Committee
Member of the
Remuneration Committee

Member of the Nomination
Committee

Member of the Audit
Committee

Member of the Nomination
Committee

Notes
1.	With the conversion of SA Corporate Real Estate Fund to a Corporate REIT, all the directors were appointed to SA Corporate
Real Estate Limited by the end of March 2015.
2.

Condensed CV’s of all directors can be accessed from the Company’s website.
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EXECUTIVE TEAM

Terence Rory
Mackey

Antoinette
Basson

Managing Director

Financial Director

Carmen
Collison

Amiena
Hassan

Asset Manager
Retail

Asset Manager
Industrial and
Commercial

Kevin
van den Heever

André
Williams

Managing Director
AFHCO Property
Management

Asset Manager
Zambia and Storage
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STAKEHOLDER ENGAGEMENT
The Company has identified and prioritised all individuals and entities that can reasonably be expected to be significantly
affected by, or who might significantly affect, the Company’s investments, operations and activities, and products.
A formalised stakeholder engagement and communication process is aimed at ensuring complete, accurate, timely,
relevant, transparent, consistent, credible, honest and accessible information to all its stakeholders with the endeavour
to communicate as broadly and non-selectively as possible. An information policy provides guidelines on the disclosure
of possible price-sensitive information at presentations and meetings with shareholders, the media and analysts.
Engagement with stakeholders is a critical part of the Company’s business strategy.
The Board has adopted a stakeholder-inclusive approach that balances the needs, interests and expectations of material
stakeholders in the best interest of the Company over time. The Social, Ethics and Environmental Committee assists
the Board in carrying out this responsibility by considering and discussing specific stakeholder matters at its meetings.
The primary stakeholder engagement opportunities and engagements during the course of 2017 are provided below.

Stakeholder
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Stakeholder priorities

Methods of engagement

Stakeholder contribution
to value creation

Investors and n	Distribution growth
analysts
n	Share price movement
n	Governance
n	Conflicts of interest
n	Transparency
n	Reputation
n	Legal and regulatory compliance
n	Accurate financial reporting
n	Sustainability
n	Environmental compliance
n	Executive remuneration and
incentives
n	Performance of service providers

n	Annual results presentations
n	One-on-one meetings with
major shareholders and
analysts
n	JSE SENS announcements
n	Press articles
n	Media announcements
n	Roadshows
n	Annual Financial Statements
n	Integrated Annual Report
n	Annual General Meeting
n	Website

Property
managers

n	Performance of property
managers
n	Security of contractual
arrangement
n	Clear service level agreement
n	Clarity around longer-term
strategy

n	Monthly meetings with
n	Drive effective and
executives and asset managers
efficient operations
through improved
n	Communication of the
property fundamentals
Company’s strategy
n	
Ensure the maintenance
n	Developing business plans,
of the properties are
budgets and forecasts to
well planned and
NPI level
executed
n	Quarterly review of key
performance indicators (“KPIs”) n	Ensure the safety of the
tenants, customers and
employees

Tenants

n	Cost of occupation
n	Quality of property
n	Location of property
n	Tenant mix improvement
n	Service response
n	Foot traffic
n	Increased competition
n	Environmental pressure as far as
it impacts the tenant cost
n	Accurate measuring of water and
electricity
n	BBBEE rating
n	Minimise vacancies and debtor
write-offs

n	Meetings with centre
n	The renting of available
managers and on-site staff
space enabling
SA Corporate to grow
n	Strategic relations with
its business
national retailers
n	Partnering with tenants
n	Property manager meetings
n	On-site marketing consultants
at retail centres
n	Tenant visits

n	Investors provide
capital to facilitate
growth in the business
n	Analysts provide market
intelligence on risk,
opportunities and peer
comparisons
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Stakeholder contribution
to value creation

Stakeholder

Stakeholder priorities

Methods of engagement

Communities

n	Environmental impact
n	Job creation
n	Safety, security and cleanliness
n	Responsible landlord

n	Marketing and PR events in
n	Encourages community
the retail shopping centres
support for the business
n	Uplifting the community in the n	Better understanding
inner-city through providing
of the needs of the
infrastructure and educational
community and
facilities
aligns the business to
communities’ needs
n	Involvement in city
improvement districts
n	Positive impact on the
communities
n	Facilitating broad-based
community participation
through profit-sharing

Employees

n	Job security
n	Remuneration and incentives
n	Well-being and work environment
n	Governance and ethics
n	Financial sustainability including
Company performance

n	Staff meetings
n	Intranet and e-mails
n	Performance appraisals and
personal development plan
discussions
n	Team-building events
n	Staff training
n	Staff attendance at the semiannual results presentations

n	Highly skilled and
motivated staff
executing the
strategic objectives
of the business,
who are adequately
remunerated and
incentivised
n	Retaining key staff

Debt
providers

n	Ability to service debt
n	Loan to value ratio
n	Adequate security
n	Adhering to covenants
n	Credit rating
n	Hedging

n	Regular meetings
n	Personal relationships
n	Property inspections
n	Cash flow projections
n	Reporting on covenant
requirements

n	Provision of funding
to facilitate business
objectives

Industry and n	Sector-specific issues
business
n	Introduction of new legislation
organisations

n	Attendance and participation
at property industry
conferences

n	Guidance on matters
affecting the property
industry and sharing of
experiences
n	Savings through lessons
learnt
n	Joint lobbying on
matters of mutual
interest

Local and
National
Government

n	Regular meetings and
consultations
n	BBBEE scorecard
n	Employment equity reports
n	Johannesburg Property
Owners and Managers
Association interactions with
City of Johannesburg
n	Lobbying
n	Legal action

n	Partnering to encourage
good service delivery
for our tenants and
community upliftment
n	Providing transparent
regulation which is fair
to all parties
n	Enforcing local and
national laws and
regulation to ensure
compliance

n	Service delivery
n	Local area economic development
n	Urban regeneration
n	By-law enforcement
n	Elimination of illegal dumping
n	Fight against poverty and
unemployment
n	Employment equity
n	Collection of billings
n	Maintenance of public open space
and infrastructure

The main issues raised by stakeholders in 2017 were:
n	sustainable distribution growth generation; and
n	loyalty and retention of residential tenants.
Stakeholder matters that are anticipated to receive focus are:
n	conducting a staff satisfaction survey;
n

improving the level of amenities and quality of product to raise the quality of affordable housing for residential tenants; and

n	measures and specific policies to be adopted to retain key staff.
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CHAIRMAN’S STATEMENT

/ J E FF M O LO BE L A

The global economy has continued to strengthen,
with interest rates in many countries increasing for the
first time since the financial crisis.

SA’s political and economic fortunes, both business and
consumer confidence is likely to rebound strongly from
the current subdued levels.

Further moderate strength in global growth is expected
in 2018 and 2019, but not to pre-crisis level of growth in
the sub-prime credit 2000s, which should keep interest
rate increases mild.

After an unsteady start to 2017, which saw economic
activity contract in the first quarter, the economy saw
sustained growth for the remainder of the year. The fourth
quarter experienced the highest growth rate of 2017,
with the economy expanding by 3.1% quarter on quarter.
The strengthening in economic activity over 2017 was
partly driven by an agriculture industry bouncing back
from one of the worst droughts in recent history.

Locally, political and policy instability hurt investor
confidence, curbing the recovery in one of Africa’s most
industrialised economies and prompting both S&P Global
Ratings and Fitch Ratings to cut the nation’s debt to junk
status. Global financial markets have responded positively
to the new President’s election, with the Rand in particular
rallying strongly, thereby reducing pressure on the
Reserve Bank to raise interest rates. If the new President
is able to deliver on the market’s perceptions of a shift in

The listed property sector (SAPY) achieved a 17.15%
total return in 2017, outperforming bonds (10.19%) and
cash (7.52%), but underperforming equities (20.95%).
Approximately 42% of the sector’s total return comprised
distributions and 58% was capital upside.
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2017 is said to have been a tough year in the South African listed property sector. As SA Corporate is largely a
South African-based company, it was not immune to these conditions. In February we saw residential vacancies at its
highest levels since the acquisition of the AFHCO portfolio in 2014 and rentals come under pressure. Decisive interventions
were required to reposition the portfolio for future sustainable growth.
The table below reflects the performance over the last five years.

Property assets (excluding those held in the Zambian joint venture)
Market capitalisation
Distribution per share

(Rbn)

2017
year-end

2012
year-end

%
increase

16.8

8.1

107.4

(Rbn)

12.2

7.5

62.7

(cents)

44.92

30.15

49.0

Share price

(cents)

481

365

31.8

NAV per share

(cents)

514

342

50.3

(number)

196

139

41.0

Properties (excluding those held in the Zambian joint venture)
2012 to 2017

The performance detailed above was driven by the following key initiatives over the last six years:
n	
four-pillar turnaround strategy implemented;
n	
diversification into inner-city residential and retail property through the acquisition of AFHCO;
n	
conversion to a corporate REIT;
n	
initiated sub-Saharan investment strategy with a 50% investment in a Zambian portfolio;
n	
diversification of the residential portfolio by expanding outside of the Johannesburg CBD to suburban residential
through partnerships with two major developers;
n	
implementation of the retail strategy to unlock value in retail portfolio through repositioning, retenanting and
redevelopments;
n	
bedding down the AFHCO business as an end-to-end solution at market-related competitive pricing, product
differentiation, loyalty generation, and effective and efficient operations;
n	
improving the quality of the industrial portfolio through focused tenant retention and undertaking tenant-driven
improvements; and
n	
recycling of capital through the sale of non-core, poorer commercial and industrial properties.
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SA C O R P OR AT E G R OWT H
C O NSI D E R AT ION S
With

a

great

proportion

of

the

The graphs below depict that the trend for the rental
accommodation demand in upper price brackets is

development

growing ahead of the lower brackets. This evidences that

and

the demand for residential rental accommodation is not

acquisition pipeline focused on the AFHCO business, it is

necessarily confined to those unable to raise funding to

important to position the rationale and trends prevalent

live in their own homes but is also a choice as to how

in this sector.

one lives one’s life. In the diversification of the residential

SA Corporate’s strategy to be exposed to residential rental

property portfolio, focus will be given to researching

property is motivated by the underrepresentation of

these trends to grow intelligence on better understanding

residential property in the South African property sector

residential demand.

and the long-term trends that favour this property class.
Unlike retail and commercial property, that potentially
face headwinds from technological advances, in the
longer term there is strong evidence that the increased
mobility required of millennials will promote the demand

RENT TO INCOME RATIO PER RENTAL BRACKET

for rental accommodation. The next wave are people born
around the turn of the century increasingly being branded
40

as Generation Z or ‘centennials’. The large majority of
Gen Z respondents in surveys said they would postpone

35

important life decisions (e.g. buying a home and having
30

children) in order to be able to work in new locations,

Statistics do show that historically rental growth has
exceeded inflation. Clearly for as long as demand

25
20
15

outstrips supply this will be the case. Whether this is
sustainable is debatable. SA Corporate are of a view that

10

the affordability of rental accommodation is critical and
5

there is a fragile relationship between demand and price
with the former evaporating suddenly when the latter is
not competitive.

27.3%

26.0%

30.0%

31.1%

34.0%

35.5%

R1 000 –
R2 500

R2 500 –
R5 000

R5 000 –
R7 500

R7 500 –
R10 000

R10 000 –
R15 000

>R15 000

DISTRIBUTION OF RENTALS WITHIN PRICE BANDS

35

30

25
Percentage

16

Percentage

including outside the country of their birth.

20

15

10

5

<R1 000

R1 000 – R2 500

R2 500 – R5 000
Q1 2016

R5 000 – R7 500
Q2 2016

Q3 2016

R7 500 – R10 000
Q4 2016

R10 000 – R15 000

>R15 000
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What is also important to understand is that higher
earners spend disproportionately more on rent; up to on
average 35.5% for rentals above R15 000. Understanding
the expectations of tenants in different rental brackets is
crucial as the demands for improved quality in attractive
aesthetics, striking common areas, quality finishes, and
desirable amenities and services increase exponentially
in higher rental brackets. Higher rental brackets are
favoured by smaller investors whose appetite for capital
growth puts pressure on initial yields. In managing
a residential rental property business, one therefore
needs to find optimum returns between low-cost offering
from government agencies and other social responsible
investment funded institutions and high-quality product
attracting private investors with low yield expectations.

C A P I TA L R A ISIN G
The Group successfully raised R600 million of equity by
issuing 113 207 547 shares via an issuance for cash at
a discounted price of 530 cents per share cum-dividend.
With the increased cost of our equity in the near term,
emphasis will be to unlock value for investors by recycling
capital and proactive asset management and until this
translates into an improvement in cost of capital,
the Company’s disciplined approach will result in limited
growth in portfolio size.

T H E Y E A R AH EAD
Leading indicators such as the manufacturing Purchasing
Managers Index and the Business Confidence Index
improved in January, but remain at low levels, underscoring
the many challenges besetting the private sector.
The economy is expected to recover moderately in 2018
and 2019 on the back of higher prices for commodities.
Nevertheless, growth will remain constrained if structural

For the property sector challenges in the form of land
reform could negatively impact the economy. It is
important that SA addresses these sensitivities cautiously
and thoughtfully in a manner which ensures the imbalance
is addressed whilst economic stability is maintained.
Fiscal changes such as VAT increases and increased
levies are likely to negatively impact the cost of doing
business and living, putting pressure on vacancies,
outstanding debtors, rental reversions and renewals
and hence property performance. Cost containment and
differentiation will be key in driving performance this year.
While local REITs continue to look for opportunities
offshore as a means to diversify and grow earnings,
SA Corporate’s investment strategy is focused locally
through a diversification of its residential portfolio and
retail redevelopments.
Our focus for the future will be to extract value from our
portfolio to ensure sustainable distribution growth with
caution in respect of non-property-related income and
once-off distributions.

AP P RE CIATIO N
On behalf of the Board, we wish to express gratitude to all
our stakeholders for both their interest and involvement
in the SA Corporate business.
In particular, we wish to thank our investors for their
continued collaboration and guidance, which is important
to our growth and continued success.
To my fellow Directors and SA Corporate staff, thank
you for your contribution to our business in what has
been and will continue to be a challenging economic
environment. Our vision and strategy is to focus on
sustainable distributions for all our stakeholders.

imbalances in the economy are not addressed. Most local
economists are forecasting growth of between 1% and 2%
this year. The improving growth outlook and leverage to
commodity prices has seen the Rand move meaningfully

Jeff Molobela

stronger in 2018.

Independent Non-executive Chairman
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MANAGING DIRECTOR’S
REVIEW

/ R O RY MA C K E Y

The portfolio performance, in particular the retail portfolio,

from solar installations and green initiatives. This growth

has been commendable, considering tough economic

was supported by the strong retentions of 79.9% of

conditions and a weak domestic market.

expiring lease tenants, positive reversions of 5.5% and

2017 full-year distribution growth was 4.4%. Like-forlike portfolio NPI growth was 5.7% and excluding the
enhancement from energy-efficiency measures, including
solar PV installations, this like-for-like NPI growth
was 5.2%.
The industrial like-for-like portfolio generated NPI growth
of 5.9% with strong tenant retentions of 83.9% and, whilst
vacancies were marginally higher than December 2016,
these closed at the low level of 1.5%.

escalations of 7.6%.
With increased vacancies in the AFHCO portfolio, decisive
interventions were required to reposition the portfolio
for future sustainable growth. These included rebasing
rentals,

the

introduction

of

a

loyalty

programme,

increased security and improving product quality. Whilst
vacancies have now been reduced, like-for-like NPI
growth was only 0.9%.
The investment in Zambia’s contribution to distributions

Our retail portfolio performed strongly with like-for-like

was negatively impacted primarily as a consequence of

NPI growing by 6.8%. This is excluding growth generated

the appreciation of the Rand and increased vacancies.
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M A N U FAC T U R ED C APITAL — PO RTF O LIO P E RF O RMANCE
Po r t f o li o com pos i ti on a nd va l uatio n
BY GLA:
December
2016

December
2017

2017

2016

Industrial

48%

53%

Retail

23%

27%

4%

5%

23%

15%

2%

–

Commercial
AFHCO
Storage

SA Corporate excluding Zambian
joint venture
▪	196 Properties
▪	Total GLA = 1 537 063m2
▪	Total Portfolio R16.4 billion
(December 2016: R15 billion)
▪	Excludes development bulk across
the portfolio measuring 162 147m2
comprosing 16 properties (3 of which are
partly bulk retail properties) and valued
at R0.4 billion.

BY VALUE:
December
2016

December
2017

2017

2016

Industrial

29%

31%

Retail

43%

45%

6%

7%

21%

17%

1%

–

Commercial
AFHCO
Storage

Zambian joint venture
▪	3 Properties
▪	Total GLA = 61 921m2
▪	Total Portfolio R875 million
(December 2016: R860.8 million)

Traditional Like for Like portfolio
▪	Weighted average discount rate 15.1%
▪	Weighted average capitalisation rate 9.1%
5 734 6 231 6 453

14 278 18 047 19 679

13 288 15 798 16 532

Industrial

Retail

Commercial

December 2015

–

–

3 304

10 438 10 559 9 606

8 924 10 511 10 643

AFHCO

Average

Storage

December 2016

December 2017

The portfolio comprised 199 properties, including our

Most of the acquisitions are accretive and will generate

Zambian joint venture, with assets under management

sustainable growth.

valued at R17.6 billion. Considering strategic disposals
in the industrial sector, mainly to owner-occupiers, and
the rejuvenation of the retail portfolio, the proportion of
industrial and retail decreased by 2.0%. The proportion of
the South African property portfolio invested in residential
rental accommodation increased to 21.0% from 17.0%.
The

investment

strategy

across

multiple

channels

has been such that, in the past, economic value add
was achieved by making acquisitions and undertaking
developments at yields higher than our cost of capital,

Executed and contracted disposals total R1.5 billion,
R625.8 million of which have transferred at date of
publication and R891.6 million are still outstanding.
Of the latter, R571.3 million remain conditional. Most
divestments are at exit yields below the Group’s marginal
cost of capital.
Committed redevelopments with a total project cost
of R1.2 billion are to be undertaken in 2018 and 2019
of which R391.0 million is in respect of industrial,

whilst exit yields for disposals were below this.

R799.4 million residential and retail R14.5 million.

Executed acquisitions and the acquisition pipeline stand at

The Group’s independently valued property portfolio

R3.1 billion. The former, totalling R1.5 billion at a 10.6%

increased by R1.8 billion (12.0%) to R16.8 billion as at

initial yield, represents 14 residential properties totalling

December 2017 (December 2016: R15.0 billion). This

R897.1 million; four retail properties, including a 50%

excludes the Zambian portfolio of R0.8 billion that has

participation in the Phase 3A and 3B extensions to East

been equity accounted but includes the net investment of

Park Mall in Lusaka, Zambia, totalling R300.6 million;

R1.8 billion in respect of acquisitions, developments, capex

storage leasehold and land totalling R100.3 million; and

and disposals. The weighted average capitalisation and

the acquisition of 20 million shares in Safari Property

discount rates have widened slightly by 20 basis points.

Fund for R152.0 million. Of the committed acquisitions

The like-for-like portfolio held for the full 12 months to

of R1.7 billion, residential acquisitions total R1.4 billion,

December 2017 increased by R424.8 million (4.3%) from

retail R126.0 million and self-storage R148.3 million.

December 2016.
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The average market value per square metre of the retail portfolio has increased by 9.0%, evidencing progress made in
rejuvenating and improving the quality of this portfolio. A prime focus in the AFHCO residential portfolio is affordability
and this is reflected in the decline in the average market value per square metre of the AFHCO portfolio.

Capitalisation rate (%)

Growth in
like-for-like
portfolio (%)

Discount rate (%)

2017

2016

2017

2016

2017

Industrial

9.3

9.1

15.3

15.1

2.9

Retail

8.7

8.7

14.7

14.7

6.7

Commercial

9.0

8.9

15.0

14.9

3.4

10.3

10.3

*

*

4.1

9.4

9.2

15.1

14.9

4.3

Property type

AFHCO
Portfolio total

* AFHCO properties are not valued on a discount cash flow basis due to the short-term nature of residential leases.
We have reviewed the methodology and assumptions and are satisfied that the valuations are representative of the
current and projected portfolio performance.

Va ca n ci e s
Vacancy as %
of GLA
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Property type

2017

Vacancy as % of
rental income
2016

2017

2016

Traditional portfolio:
Industrial

1.5

1.1

1.0

0.9

Retail

3.1

4.5

3.0

3.3

Commercial

6.4

8.8

6.0

5.4

Portfolio total

2.3

2.7

2.4

2.5

16.5

–

22.9

–

7.3

10.4

9.2

11.1

Storage portfolio:
Storage1
AFHCO portfolio:
Residential2
Retail/Commercial

2.1

3.4

1.7

3.3

Portfolio total

7.0

8.7

7.4

8.7

Rest of Africa portfolio:
Retail
Commercial
Portfolio total

2.7

8.8

1.7

4.0

10.7

4.7

8.0

4.4

4.3

7.9

3.0

4.1

1.	Vacancy calculated on number of units, influenced by tenanting-up phases on properties in Fourways and Sandton.
2.	Vacancy calculated on number of units and includes a fully vacant acquisition into Calgro M3 joint venture in
December 2017 without which the residential vacancy would be 5.7%.
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Industrial vacancy by GLA was 1.5% at the end of
December 2017 and will reduce to below 1.0% with the
transfer and letting of certain vacant properties for which
agreements have been concluded.
Retail vacancies by GLA have reduced to 3.1% from 4.5%
in December 2016. The reduction was primarily due to
placing Northpark Mall into redevelopment, with the upper
floors to be converted to residential and reconfiguring the
1 000 m2 food court at Musgrave Centre.
Commercial vacancies have reduced to 6.4% from 8.8% in
December 2016. This has been due to the redevelopment
of the property in Alexander Road, Midrand, which had
gone vacant, to residential. The Nobel Street offices in
Bloemfontein have been fully let. We do not expect office
vacancies to reduce much further, if at all, but do wish to
reduce our already low exposure to this property class.
AFHCO’s retail/commercial vacancy continued on a
downward trajectory over prior years to 2.1% by GLA at
the end of December 2017, evidencing the demand for

E scalatio ns and re ntal re ve rsio ns
Escalations of 8.0%, 7.6% and 7.9% continue to be
achieved in the industrial, retail and commercial portfolios
respectively, despite downward pressure on inflation.
Escalations in inner-city retail are currently 9.0%, but are
expected to migrate to similar levels to those in our
traditional portfolio over time.
Substantial

interventions

were

made

in

AFHCO’s

residential business last year to ensure future sustainable
growth. These included marketing interventions, rebasing
rentals and the introduction of a loyalty programme.
The net effect of these was that on average residential
rental growth was flat in 2017. We anticipate in 2018 that
rental growth will approximate inflation in the like-for-like
portfolio.
Over 21% of our industrial leases expired in 2017. 83.9%
were retained but our aversion to vacancies did not come
without pain, with reversions being negative 2.4%. With
8.0% escalations still being the norm, the negative

this space.

reversion translates to marginally below inflation, which

Decisive actions taken in respect of the AFHCO residential

to absorb rental increases.

leasing, which albeit came at a cost, were successful in
addressing residential vacancies which were at 7.3% at
the end of the year. A true comparative with previous
years needs to exclude a vacant acquisition into the
AFHCO Calgro M3 joint venture in December 2017,
without which the vacancy would have been 5.7%. This
is an acceptable level of vacancy at the end of the year

reflects the extent to which the logistics industry is able

The retail portfolio experienced strong retail trading
density growth of 7% in 2017. This resulted in 79.9% of
expiring leases being renewed. Given the aforementioned,
retail lease reversions were modest at 5.5%, but were
probably impacted by general negative perceptions of
future economic prospects last year, which sentiment has

when vacancies peak over the holiday period.

shown improvement in the new year.

The vacancies by gross rental show that, for all sectors,

A relatively small extent of circa 6 400 m2 of commercial

the vacant space is of low value and negligible value can
be unlocked by reducing vacancies. Value therefore needs
to be achieved through asset management interventions
going forward.

space leases expired last year. 58.4% of these were
retained at substantial discounts, resulting in an overall
negative reversion of 12.3%. We are of a view that
the office market will continue to be challenged by
oversupply for some time and consequently our asset
management will be directed at being underweight in this
property class.
AFHCO’s retail portfolio retained 70.2% of its expiring
lease tenants at an overall reversion of just above flat.
This is not reflective of the rental growth in Johannesburg
inner-city retail but rather the result of a substantial
reversion experienced for a single lease of 700 m2 and
the high escalations of 9.0%.
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U n lo ck i n g va l ue i n th e r eta i l
po r t f o li o
The Group’s retail portfolio has been repositioned on a
growth trajectory by the redevelopment programme
rejuvenating the grocer offering and aligning it to
consumer demand.

The strengths of the retail portfolio are:
ANNUALISED TRADING DENSITY GROWTH
September 2017

MSCI trading density data continues to show the

Neighbourhood

1.2%

outperformance of smaller-format shopping centres.
Neighbourhood,

community

and

small

regional

Community

(0.3%)

shopping centres make up 19.3%, 30.8% and 45.0%
of SA Corporate’s retail portfolio respectively. The

Small regional

0.1%

performance of these properties is underpinned by their
defensive grocer and convenience offer and over the

Regional

(1.0%)

longer term are less susceptible to e-commerce.
Super regional

(7.1%)

Source: MSCI Real Estate
Dominant grocer offering
A particular strength of SA Corporate’s retail portfolio is the quantum of the grocer offering which is in excess of 30%
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of total GLA. We emphasise the need to focus the grocer offering on the catchment’s specific demand and to achieve
this encourage specialist grocer stores to enhance this.

Country Meat

Dirk’s Meat Market

Grocer offering represents 30.65%

Grocer offering focused on

of the total retail GLA

catchment’s demand
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Branded outlet stores drive performance
The introduction of branded outlet stores has contributed to the turnaround of both Springfield Value Centre and
East Point; in the former trading density is above R9 500 per square metre and at the latter circa R7 000 per square
metre per month.

Springfield

East Point

Average trading density/m2 = R9 588

Average trading density/m2 = R7 054

R908.8 million of redevelopment projects have been completed at an average yield of 9.1% whilst a further
R156.2 million are in progress at a targeted initial yield of 9.9%.
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We seek to achieve the following through our redevelopment programme:

Addressing accessibility bottlenecks

Enhanced convenience offering

In our redevelopment programme, our first priority is

We seek to improve the convenience offering, a

to identify how we can improve the accessibility of the

cornerstone of the attractiveness and defensiveness of

property, being the most fundamental attribute to a

our portfolio.

shopping centre’s success.
Cambridge Crossing

New 500 m2 Clicks
Camaro Crossing

Upgraded Sorbet
Cambridge Crossing

Camaro Crossing

East Point

Bluff

Eat-out and fast-food destination for the community
An important component to our neighbourhood and community shopping centres are that they are an eat-out and
fast-food destination. We therefore explore every opportunity to improve this and position this offering to meet the
particular catchment’s preferences.
New Burger King Drive Thru, Comaro Crossing

Off the Grid, Cambridge Crossing

New Chicken Licken Drive Thru
Midway Mews

Andiccio 24
Cambridge Crossing

Pizza Vino
Cambridge Crossing
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Environment designed to meet and be seen
For neighbourhood and community shopping centres to be successful they need to fulfil the attributes of the town
square of old and our brief to the professional teams designing the redevelopment of our properties is that they are
to create an environment to meet and be seen.
Cambridge Crossing
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Preserving our environment through solar PV projects and other green initiatives
An increasing part of our redevelopment programme is devoted to energy efficiency and in particular solar PV
projects. Installed and new projects represent a total investment of R64.3 million generating 5.5 MW. The accretive
yields of installed projects have been operationally proven and are used to benchmark new projects.

Improving the quality of the C&I portfolio
Our strategy for our commercial and industrial portfolios has been to methodically improve the quality of these portfolios.
December 2014

December 2017*
11 properties
Sales

COMMERCIAL:

GLA = 54 269 m2
8.37% vacancy

19 properties
GLA = 85 575 m2

2 properties

12.7% vacancy
Residential redevelopment

GLA = 5 287 m2
10.2% yield
* Excluding contracted and unconditional disposals.

In respect of the commercial portfolio, since December 2014, we have through sales and redevelopment, successfully
substantially reduced our exposure to this troubled South African property class, reduced our vacancy by over a third
and created the opportunity to deploy capital into accretive investments.
December 2014
INDUSTRIAL:

December 2017*

Sales (average exit
yield = 8.32%)

93 properties

GLA = 731 015 m2#

GLA = 793 395 m2

1.5% vacancy

1.4% vacancy
Average rental =
R52.16/m2

83 properties

Average rental =
Pharmaceutical logistics
facility redevelopment

R62.16/m2

* Excluding contracted and unconditional disposals.
#

Including pharmaceutical logistics facility extension.

Similarly in our industrial portfolio, through sales and redevelopments, we are in the process of improving the quality of
our industrial assets achieving almost 20% higher rentals over these years.
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B u i ldi n g t h e AFHC O busi nes s

Market is vulnerable to development stock influxes

Considerable attention was given to the AFHCO business
in 2017 with various interventions to ensure that it
contributes to long-term sustainable distribution growth
for the Group.

A primary contribution to the increase in vacancies in the
AFHCO portfolio in 2017 was as a consequence of an influx
of additional stock into the inner-city by particularly new
developers. To mitigate the risks associated with this we
need to constantly monitor the supply and demand in a

In 2017 we embarked on aggressive leasing to reduce

catchment and ensure our product is competitive. This

our

have

necessitates an active asset management approach to

collected quantitative data that we believe is proprietary

the residential portfolio, to be discussed in more detail

to AFHCO to guide our future decisions. Some qualitative

later in this report. In simple language, we need to be

observations that we have made are as follows:

buying where the prospects are for demand to outstrip

residential

vacancies.

Looking

back,

we

supply and selling where there is a risk that supply will
exceed demand.

Price is paramount
For

affordable

rental

accommodation,

price

is

paramount. Our philosophy is simply that attempting
to optimise yields by pitching rentals at the highest
levels creates uncomfortable risk in an environment
where the relationship between affordability and price
is fragile. We are therefore prepared to forego achieving
peak rentals for lower vacancy and stable occupancy.
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Retaining tenants for longer periods has considerable
economic benefit in reducing leasing, administration and
apartment refurbishment expenditure.
Customer service is King
Customer

service

is

Portfolio attractiveness is dependent on brand
King.

Residential

rental

equity

accommodation differs from other real estate in that

Residential rental accommodation is a mass market

it has various service elements in addition to the mere

product.

use of physical property. Excellent customer service not

influenced by the supplier’s brand equity and measures

only affects the service experience but also has a “halo

to build this brand need to be consistent and effective.

effect” in respect of the physical product offering. A poor
market perception in respect of customer service can
significantly impair the attractiveness of a portfolio and
the leasing of it irrespective of the quality of the physical
accommodation product.

Demand

for

it

is

therefore

significantly
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Crime hotspots move
Crime, particularly in the fashion district, impacted the
performance of the inner-city portfolio in 2017. The
challenge is that crime hotspots move and the mobility
of tenants is such that they can move away from these
crime hotspots as quickly as possible. Our strategy
going forward is to dominate certain precincts in the
inner-city so that we can take measures to directly
influence the safety of our residents within them. This
entails CCTV monitoring of the precinct from a control
room, on-the-ground security presence, together with
appropriate response to incidents.

Prime contributors to product are apartment

Insatiable appetite for Wi-Fi

condition, maintenance and common area

The introduction of Wi-Fi into certain of our buildings

cleanliness

has been interesting. What is clear is that there is an

At times one can become factory blind as to what

insatiable appetite for it. Monthly usage per account has

represents quality accommodation. A critical look at

been approximately 40 Gb with on average five devices

apartment condition, maintenance and common area

being associated with each account. However, despite the

cleanliness is necessary. A case study in this regard is

demand for free Wi-Fi, the impact it has had on tenancy

the reduction in vacancies at our Greatermans building

and the retention of tenants is at this point in time

from 24.5% to below 5.1% subsequent to addressing

unconvincing. Buildings in which this service has been

the issues referred to.

introduced have not shown any improvement in tenant
retention albeit that the results of surveys confirmed that
tenants had no interest in sacrificing free Wi-Fi for a rental
reduction equal to the operational cost of the service.
We continue to research this further, together with
negotiating content bundles with service providers with a
view to having an offering that makes us competitive in
the target market.

Amenities differentiate
Providing amenities has been found to be successful in differentiating our product so that it has greater appeal than
our competitors. Based on usage, recreational and gym facilities are preferred. Our case study in this regard is
Platinum Place where we installed an outdoor gym, built braai and recreational facilities, provided indoor soccer and
introduced a tenant shuttle. This building’s double-digit vacancies have been reduced to 2.8% with the aforementioned
measures complemented with rebasing rentals.
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Marketing interventions close vacancies
Marketing
retention

interventions
and

tenant

to

support

experience

3.	
Residential properties are divisible and more liquid
tenant

than other traditional property assets, providing an

successfully

opportunity for active asset management particularly

leasing,

have

contributed positively to leasing and are part of the longterm investment in our brand equity.
Residential

property

portfolios

are

4.	Capital profit can be realised from sales to ownerknown

to

be

management intensive. With the acquisition of AFHCO
four years ago we identified this and, as a consequence,
sought to invest in a residential rental business that had
a property management platform. This, in our view,
was wise. However, what we are increasingly realising is
that a residential property portfolio is not only property
management intensive, it is also asset management
intensive. This arises from the following four factors:
1.	
Tenants are mobile and their location and product
preferences are constantly changing. This requires
the residential asset manager to actively monitor and
act on these trends.
2.	
Development

periods

are

shorter

and

market

conditions can rapidly change due to stock being
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in respect of divestment.

introduced into the market by developers.

occupiers and small investors.
As a consequence of the above, we are committed to
building a competence in the active asset management of
our residential portfolio. The heat map layer on the chart
of our portfolio depicts those properties that (a) we are
currently committed to holding, (b) which require asset
management intervention and (c) we have decided to sell.
It will be noted that the Johannesburg inner-city is an area
where we require asset management intervention which
is being undertaken in two ways. The first is recycling
capital from ageing buildings in poor locations to new
buildings in well-located precincts that we are developing
and the second is enhancing the portfolio.
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Z A M B I A N P O RT FOL IO PER FOR MANCE
East Park Mall

Physical address
Category
% of Zambian
portfolio GLA
GLA (m2)
Tenancy
Major tenants

National tenants by
GLA (%)
Vacancy by GLA (%)
Weighted average
gross rental/m2 (US$)
Weighted average
escalation (%)

Acacia Office Park

Jacaranda Mall

Cnr Thabo Mbeki and
Great East Road, Lusaka
Retail
56.3%

Cnr Thabo Mbeki and
Great East Road, Lusaka
Office
20.3%

Cnr Kabwe and
Mushili Road, Ndola
Retail
23.4%

34 859
Multi-tenanted
Builders Warehouse, Pick
n Pay, Edgars, Food Lovers,
Jet, MultiChoice, CarnivalZMK, Pep Stores, Power Lee
Casino

12 542
Multi-tenanted
Eco Bank, First National
Bank Zambia, AON Zambia
Limited, United Bank for
Africa, Finca

63.0%

65.0%

14 520
Multi-tenanted
Pick n Pay, Cashbuild,
Pep Stores, Zamjoy (Ex
Furnmart), Kobil Filling
Station, Carnival Furniture,
Lessica (China Mall),
Jacaranda Royal Casino
45.0%

1.1%
23.55

10.7%*
22.07

6.5%
11.49

3.1%

2.90%

3.0%

* Acacia Office Park vacancy consists of two offices of 453 m2 and 885 m2.

East Park Mall, being the flagship of the three Zambian
properties in which SA Corporate has a 50% stake,
continues to establish itself as the new dominant retail
offering in Lusaka with negligible vacancy. 6 000 m2 of
GLA was added to the property in 2017, enhancing the
lifestyle attractiveness of the shopping centre and has
brought the total GLA to almost 35 000 m2.
A 14-hectare extension to the East Park Mall site has
been secured as part of the PPP with the University of
Zambia on a 25 + 25-year lease. This extension is to
accommodate Phases 5, 6 and 7 depicted on this page.
Our Zambian partner has commenced with preliminary
works for Phase 5, being a 15 000 m2 extension to the
existing mall anchored by a third grocer and a value
retailer and is to take all development risk with this
extension. SA Corporate will acquire a 50% interest in
the completed tenanted developments at a 9.0% USD
yield adjusted for any movement in the five-year USD
swap rate.
Vacancy at the 12 500 m2 Acacia Business Park office
complex peaked at 10.7% at the end of the year,

but negotiations are in an advanced stage with a
South African financial institution to lease all this space.
There has been some success with the retenanting of
Jacaranda Mall in Ndola subsequent to a large national
fashion tenant vacating. In particular, the introduction of
a national hardware tenant has broadened the tenant mix
and vacancy at the end of December 2017 stood at 6.5%.
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H U M A N C APITAL — EMPL OY EE AND PRO P E RTY MANAGE R PE RF O RMANC E
SA Corporate’s staff is employed by the management company. SA Corporate adopted its own remuneration policy and
incentive scheme aligned to shareholder interest and were measured against a business scorecard (refer to pages 84
and 85 of the Remuneration Report for the 2017 performance).
The AFHCO team has grown along with the expansion in the residential business and further enhancements made to the
IT infrastructure to ensure that we maintain AFHCO as a fully integrated business.
Broll, SA Corporate’s outsourced property manager’s performance, is monitored and measured according to agreed and
transparent KPIs, detailed in the following table.
Performance against KPI — Broll Property Management

Notes

Budget/
target
2017

Max
points
Dec 2017

Points
achieved
Dec 2017

Budget/
target
2016

Max
points
Dec 2016

Points
achieved
Dec 2016

Vacancies

1

4.90

20.00

18.75

1.22

20.00

2.50

Unsigned leases

2

2.90

10.00

5.00

3.00

10.00

8.00

3
4

2.50
98.00

25.00
10.00
15.00

15.00
0.00
15.00

2.30
98.00

25.00
10.00
15.00

20.00
5.00
15.00

5
6
7

1 055 746
18.00
33.30

20.00
10.00
9.00

11.00
10.00
6.00

789 363
17.50
33.0

20.00
10.00
9.00

11.00
10.00
8.40

Fully implemented
with value
adds
4.05
69.80

6.00
100.00

6.00
65.90

KPI
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Arrears management
Arrears level
Collections
Net property income
(like-for-like portfolio)
Procurement
Expense to income ratio

Green strategy

Fully implemented

6.00
100.00

1.	% of GLA; weighted per sector, overall score

4.

% of monthly billing.

impacted by commercial sector performance.

5.

R’000.

2. % of total leases.

6.

Broll BBBEE Procurement Policy.

3. % of rolling twelve months’ income.

7.

% of expense to income.

ST R AT E GY A N D PR OSPEC T S
St ra t eg y

n	We shall continue to enhance the quality of the Group’s
retail

SA Corporate’s objective in 2018 is to consolidate
the Group’s asset base and position its portfolio for
sustainable future growth. This is to be achieved by:
n	
Divesting from industrial and commercial properties
that

are

at

risk

of

vacancies

and/or

negative

reversions. With no appetite for speculative industrial
development, industrial redevelopment risk will only
be taken when future tenancy has been secured.
Proceeds from sales are to be redeployed in the
redevelopment of existing warehousing to state-of-

property

portfolio

through

redevelopment,

investment, focused on food services and convenience,
implementing

yield-enhancing

energy-efficiency

projects and increasing non-GLA income.
n	We are committed to ensuring the AFHCO residential
portfolio contributes to sustainable distribution growth
by:
– active asset management in recycling capital from
poorer-quality properties to well-located, newly
developed assets; and
– 
deploying

recent

successful

interventions

in

the-art logistics facilities and improving quality to

respect of marketing, building improvements,

meet tenants’ operational requirements. In short,

amenities, property management and leasing that

we wish to improve the quality of our industrial

have reduced vacancies to generate robust net

portfolio with limited downside risk.

property income growth from the portfolio.

S A C O R P O R ATE R E AL E S TATE L I MITED
I N T EG R AT ED AN N U AL R EPORT 20 1 7

Lo o k i n g a hea d

2016 Base effects

Our guidance for the full 2018 year is flat distribution
growth.
The breakdown of this is as follows:
n	We anticipate no base effects that have been present
historically, albeit unplanned, at between R20.0 million
and R30.0 million per year.
n	
The base effects of R30.0 million for the 2016 and
2017 years are tabulated alongside.
n	We will incur additional interest costs due to refinancing
of R1.2 billion at an average 44 bps, increased margin
and increased interest related to 2017 operational
capex.
n	
This introduces an additional R7.5 million interest
expense in 2018.
n	Consequently the flat distribution growth translates to
circa 4.0% on a normalised basis.
The primary contributors to this are:
1.	Retail

like-for-like

performance

above

inflation

partially off-set by the additional cost of capital on
defensive capex.
2.	
Industrial like-for-like growth of approximately 2%
impacted by negative renewal reversions of long

R30.1 million

n Municipal recoveries, reversals
and back charges

R20.1 million

n Lease cancellation

R10.0 million

2017 Base effects
n Municipal recoveries, reversals
and back charges
n Lease cancellation
n Structuring fee
n Safari cum-dividend
2018 Guidance
n Base effects

R30.0 million
R11.8 million
R0.7 million
R10.7 million
R6.8 million
YE=Flat;
H1 ê; H2 é
(R30.0 million)

n Additional refinancing costs

(R7.5 million)

n Normalised performance

=4%

n Retail LFL

é

n Retail defensive capex

ê

n Industrial LFL

é

n Industrial DC redevelopment

ê

n AFHCO

é

n Zambian USD

é

n ZAR:USD

ê

2019 Guidance

At least inflation

leases discussed earlier in the report.
3.	
The negative effect of the redevelopment of the
Imperial Health Sciences distribution centre arising
from

an

imputed

negative

40%

lease

renewal

reversion and the initially dilutive redevelopment.
4.	AFHCO’s inflationary growth.
5.	Whilst the Zambian investment is forecast to achieve
positive US Dollar growth this is to be partially off-set
by the appreciation of the Rand against the US Dollar.
With no base effects anticipated in 2019 our forecast for
that year is above inflation.

AP P R E C I AT ION
This year we say farewell to two people. The first is to
Mark van Vuuren who has worked with SA Corporate and
its predecessors since 1995. Our robust industrial portfolio
that has consistently contributed to growing distributions

Our Company Secretary, Ben Swanepoel, whilst remaining
in the listed property sector is to concentrate on
compliance. Ben has been our Company Secretary since
2009 and has guided us through the transformation of
internalising management and converting to a corporate
REIT. Our Assistant Company Secretary, Dilshaad Parker,
will act in the Company Secretary role until a permanent
appointment is made.
In closing, I wish to express my appreciation for the
dedicated effort from the team in what was a challenging
2017 and for their enthusiasm for the future. My thanks
for the continued guidance and support we receive from
our Board.

is testament to Mark’s dedication over the years. Mark is
to be succeeded by Amiena Hassan who he has been
diligently mentoring. We thank Mark, who moves out of
the corporate world, but has undertaken to continue to

Rory Mackey

support us on an advisory and consultancy basis.

Managing Director: SA Corporate Real Estate Limited
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FINANCIAL DIRECTOR’S
REVIEW
The financial review is reflective of the manner in
which Management analyses the information related

/ A N TO I N E TT E BASS O N

Distributions over the last five years
DISTRIBUTIONS

to the business and represents a condensed view
of SA Corporate’s annual financial results for 2017.
This review should, therefore, be read in conjunction

50

with the full Annual Financial Statements available on
the SA Corporate website in which Deloitte & Touche,

44.92

45

the Group’s Auditors, expressed an unmodified audit
opinion. The accounting policies as set out in the audited

43.02
39.57

40

financial statements for the year ended 31 December 2017

FI N AN C I A L R EVIEW OF 2017
In a year described as the toughest since the global
financial crisis, SA Corporate delivered a full-year
distribution of R1.1 billion or 44.92 cents per share.

The compound annual distribution growth rate over the
last five years amounts to 8.3%.

32.75

30

25
19.66 19.91

20

This represented a growth in absolute terms of 11.9%
and an increase in distributions of 4.4% per share.

35.70

35

have been consistently applied.
Cents per share
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16.28 16.47

21.44 21.58

22.38 22.54

17.68 18.02

15

10

5

2013

2014
Interim

2015
Final

2016
Total

2017
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D I ST R I B U TAB L E EAR N IN G S
Notes

Dec 2017
Rm

Dec 2016
Rm

%
variance

Net property income – like for like

1

873.5

826.3

5.7

Net property income – developments

2

335.7

279.9

20.0

Net property income – acquisitions

3

144.6

31.7

356.6

16.7

67.1

(75.1)

1 370.5

1 205.0

Net property income – buildings sold
Net property income
Taxation on distributable earnings
Investment in joint venture

4

Distribution-related income
Net finance costs

5

Dividends from investments in listed shares

6

(1.0)

59.0

68.2

11.6

–

(308.4)
23.8
(45.5)

Distribution-related expenses
Antecedent distribution

(0.3)

7

Distributable earnings

(226.6)
–
(47.5)

13.7
74.2
(13.6)
100.0
(36.1)
100.0
4.3

26.0

17.6

47.7

1 136.7

1 015.7

11.9

44.92

43.02

4.4

Shares in issue at the end of the year (’000)

2 530 689

2 417 482

4.7

Weighted shares in issue (’000)

2 473 310

2 033 656

21.6

Distribution per share (cents)

44.92

43.02

4.4

Interim

22.38

21.44

4.4

Final

22.54

21.58

4.4

Distribution (cents per share)

Notes:
1.	The like-for-like (“LFL”) net property income (“NPI”) grew by 5.7%. In respect of the traditional portfolio this was
supported by retentions of 81.6%, escalations of 7.8% and net positive reversions of 0.8%. This is primarily driven
by the retail portfolio performance as the rejuvenation through redevelopments, retenanting, energy saving and
green initiatives start to bear fruit.
	The AFHCO like-for-like portfolio grew by 0.9%, with retail escalations of 9%. Residential is the sector most impacted
by the current economic climate. With increased vacancies, necessitating measures to rebase the portfolio and
further measures to stem vacancies, there were no increases in the current year.
2.	NPI from developments grew by 20.0% of which circa 15.2% relates to the retail portfolio, with the completion of the
major retail developments being East Point and Umlazi Mega City in 2017 and Bluff Shopping Centre, Comaro Crossing
and Stellenbosch Square which were completed at various stages in 2016.
3.	NPI from acquisitions contributed R112.9 million to distribution growth. Contributions came from the R1.2 billion of
property acquisitions made during the year, primarily in the residential sector with four acquisitions in the retail and
one in the storage sectors. Contributions also came from the inclusion of the Morning Glen Shopping Centre for the
full twelve months versus nine months in 2016.
4.	
The income from the Zambian joint venture (JV) has been negatively impacted primarily by the appreciation of
the Rand and the vacancies at Jacaranda Shopping Centre and Acacia Office Park. These vacancies have been
significantly addressed.
5.	Net funding cost increased by 36.1% due to increased debt of R1.2 billion in support of the increase in investment
activity. This is also attributable to a reduction in borrowing costs capitalised of R18.5 million relating to developments
being capitalised to investment property and increased marginal cost of funding in respect of new debt.
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6.	Dividends from investments in listed shares comprise the following:
n An amount of R17.3 million from Safari Investments RSA Limited. This includes a pre-acquisition distribution
of R6.8 million as the shares were acquired cum-dividend and an accrual in respect of the 2017 distribution of
R3.5 million yet to be declared.
n An amount of R6.5 million from Transcend Residential Property Fund including an accrual of R4.1 million in respect
of the 2017 distribution yet to be declared.
7.	
During the year R600 million of capital was raised in terms of the general authority to issue shares for cash.
113 million shares were issued at a discounted price of 530 cps. As these were issued cum-distribution this has
resulted in an antecedent distribution of R26.0 million.

Reconciliation of profit after tax to headline earnings and distributable earnings
attributable to shareholders
CONSOLIDATED

Profit after taxation attributable to shareholder

Notes

2017
R’000

CPS*

2016
R’000

CPS*

1

1 525 629

61.68

2 480 003

106.86

Adjustments for:
Capital loss/(profit) on disposal of investment properties
Revaluation of investment properties

34

Revaluation of investment property in joint venture
Gain on acquisition of subsidiaries
Headline earnings
Foreign exchange loss on capital loan

8 430

(299)

(407 465)

(1 499 813)

(68 329)

(25 882)

–
1 058 265

(232)
42.79

953 777

(37 176)

(49 520)

4 126

2 422

491

944

Revaluation of interest rate swap derivatives

52 380

90 162

Revaluation of investment in shares

34 540

(8 250)

Depreciation
Non-distributable expenses on investment in joint venture

(31 387)

(13 094)

Antecedent distribution

26 029

17 624

Non-distributable expenses

21 797

21 644

Straight-line rental adjustment

Dividend from property investments not yet declared
Distributable income attributable to shareholders

41.10

7 645
1 136 710

44.92

1 015 709

43.02

Interim

566 355

22.38

493 925

21.44

Final

570 355

22.54

521 784

21.58

* Weighted average cents per share.

Notes:
1.	The decrease in earnings per share from 106.86 cps to 61.68 cps is mainly due to the revaluation of investment
properties by R1.5 billion in 2016. Headline earnings per share increased by 1.69 cps or 4.1%.
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Summarised consolidated statement of financial position
Notes
ASSETS
Non-current assets
Investment property
Letting commissions and tenant installations
Investment in joint ventures
Property, plant and equipment
Intangible assets
Swap derivatives
Rental receivable – straight-line adjustment
Listed shares
Other financial assets
Loans to developers
Deferred taxation
Current assets
Trade and other receivables
Other financial assets
Swap derivatives
Rent receivable – straight-line rental adjustment
Inventory
Loans to developers
Current tax
Cash and cash equivalents

1
2

3

CONSOLIDATED
2017
2016
R’000
R’000
17 340 262
15 712 340
48 187
847 033
16 703
81 904
138 849
191 348
170 260
2 611
131 027
–
1 160
351
215
12
40

15 571 401
14 357 675
54 410
799 389
8 369
81 904
37 444
175 695
52 800
1 806
–
1 909

363
093
795
609
509
157
263 894
852
275 454

116
432
090
009
741
71
263 956
437
191 380

890 271
888 736
1 535

445 694
444 700
994

Total assets

2 050 634
19 390 896

1 417 810
16 989 211

SHARE CAPITAL, RESERVES AND LIABILITIES
Share capital and reserves

13 008 861

12 070 009

Non-current liabilities
Interest-bearing borrowings – local
– foreign
Swap derivatives
Loan from non-controlling shareholder
Deferred taxation

4 821 772
4 481 806
93 605
154 554
90 191
1 616

3 439 813
3 318 983
112 475
8 355
–
–

Current liabilities
Trade and other payables
Interest-bearing borrowings – local
– foreign
Swap derivatives
Current tax

1 560
349
1 175
17
18

1 479
302
1 152
17
8

3

Non-current assets held for sale
Properties classified as held for disposal
Letting commission and tenant installation

Total share capital, reserves and liabilities
NAV per share (cents)

4

263
073
357
019
474
340

972
350
112
10
43

389
082
000
019
288
–

19 390 896

16 989 211

514

499
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Notes:
1. Investment property growth analysis
INVESTMENT PROPERTY GROWTH ANALYSIS

18 000
16 000

15 022

178

Investment
Properties
December 2016

Acquisitions and
improvements
through business
combination

667

1 058

(531)

439

16 833

Fair value
adjustment

Investment
Properties
December 2017

Rand million

14 000
12 000
10 000
8 000
6 000
4 000
2 000
Acquisitions

Improvements/
development costs

Disposals

	
The Group’s independently valued property portfolio increased by R1.8 billion (12.0%) to R16.8 billion as at
December 2017. The like-for-like portfolio held for the full 12 months to December 2017 increased by R424.8 million
(4.3%) from December 2016.
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	Total property acquisitions amounted to R1 236.4 million at a weighted average yield of 10.7%. This comprised
acquisitions through business combinations of R178.2 million and direct property acquisitions of R1 058.2 million.
	
Of the R667 million improvements/development costs R442 million relates to development expenditure and
R225 million to operational capex and mini refurbishments.
	During the year the Group disposed of five properties with a net book value (“NBV”) of R497 million at a net selling
price of R531 million (R539 million gross) and a weighted average yield of 8.2%. Properties valued at R888.7 million
were earmarked for future disposal.
2.	The investment in the JV represents 50% of the net asset value (“NAV”) and 50% of the shareholder loans in three
Zambian companies owning the three Zambian properties. Circa 50% ($27 million) of the original investment was
funded by US Dollar debt. As the Company became more confident of the dollarised nature of the income generated,
it exercised its option to acquire its share of the extensions to the primary asset (by R61.7 million in respect of Phase
3A and 3B) in the portfolio and could be incrementally increasing the Dollar funding of this investment. In this light,
the Group entered into a cross-currency swap derivative by swapping R132 mllion of debt at a variable rate of 9.35%
for a $10 million debt at a fixed rate of 3.98%. With the appreciation of the Rand, the NAV of the JV reduced by
R88.0 million; due to an unrealised foreign exchange loss this was off-set by an unrealised gain in respect of the US
Dollar funding of $37.1 million.
3.	The Company has provided partial funding to developers of R394 million at a weighted average rate of 10.17%.
The developers have raised the balance from third parties.
4.	The total NAV increased by 14.80 cps (3.0%). The main drivers are:
n revaluation of investment property of R439 million, which increased the NAV by 17.34 cps (3.5%);
n the net movement in the H2 distributions of R48.6 million increased by 0.94 cps (0.2%);
n devaluation of interest rate swap derivatives of R52 million reduced the NAV by 2.08 cps (-0.4%); and
n a reduction in the share price of the listed property shares has negatively impacted the NAV by 1.36 cps (-0.3%).
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Six-year performance indicators
SIX-YEAR PERFORMANCE INDICATORS
22

600

562

20

16
Rand billion

514

478

18

400

381

368

12

481

436

399

365

14

500

499

460

342

300

10
8

200

6
4

100

2

7.5

8.7
2012

9.4

11.3

7.9
2013

9.5

2014
Total assets (Rbn)
NAV per share (cents)

14.1

10.5

2015

17.0

13.6

2016

19.4

12.2

2017

Market cap (Rbn)
Share price (cents)

Rbn/cps
Absolute

%
Growth

%
CGAR Commentary

10.6bn

123.0%

17.4% Main driver being R8.7 billion of investment property
acquisitions and improvements

Market cap

4.7bn

62.7%

10.2% Arising from the issuance of R479.8 million shares and increase
in the share price

Share price

116cps

31.8%

5.7% Rerating following positive reaction to the turnaround strategy

NAV per share

172cps

50.3%

8.5% The result of the above

Total assets

DEBT FINANCE SOURCES ARE DIVERSIFIED BETWEEN BANKS AND INSTITUTIONAL BORROWINGS

Absa 11.5%
Standard Bank 9.1%

Equity 69.2%

Investec 2.9%

Institutional and DFI debts 3.3%#

Nedbank 2.9%

Syndicated loans 27.5%*

State Bank of India 1.1%

* Includes a R750 million short-term acquisition facility expiring in June 2018.
#

Includes R500 million facility expiring in August 2018.
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Debt profile excluding the impact of interest rate swap fixes
The R5.7 billion debt drawn at 31 December 2017 was at a weighted average rate, margin and tenor, of 8.4%, 1.67%
and 2.7 years respectively. This excludes debt maturing in 2018 amounting to R1.1250 billion, without which the tenor
increases to 3.1 years. The R1.1520 billion debt which matured in December 2017 was refinanced at a weighted average
margin of 1.95%, with an increased margin of 0.45%. A further R848 million was raised at a weighted average margin
of 1.95%. Both these loans have a weighted average tenor of 4.3 years.
The $27 million loan has been translated at a closing rate of R12.3632 to the US Dollar.
Available facilities at year-end amounts to R1.2175 billion, which includes funds transferred to the revolving credit
facilities in respect of the H2 distribution and to fund acquisitions and developments.

DEBT PROFILE EXCLUDING THE IMPACT OF INTEREST RATE SWAP FIXES
Revolving
credit

Term
loan

Term
loan

Term
loan

8.46%

8.75%

8.70%

8.70%

Revolving Revolving
credit
credit
8.61%

8.73%

Term
Loan

Term
Loan

Term
Loan

Term
Loan

Term
Loan

Term
Loan

Term
Loan

Cross
Currency

Cross
Currency

Term
Loan

(Syndication)

(Syndication)

(Syndication)

(US$)

(Syndication)

(Syndication)

(Syndication)

(ZAR)

(US$)

(Syndication)

Amortising

8.94%

8.86%

8.92%

3.20%

8.96%

9.09%

8.99%

(9.15%)

3.98%

9.15%

6.88%

1 200
R700m
1 000
800
R75m
600
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400
200
R675m

R200m

R270m

R30m

R200m

R300m

R848m

R500m

R950m

R334m

R500m

R500m

R550m

R132m

R124m

R300m

Jun
2018

Aug
2018

Aug
2018

Aug
2018

Mar
2019

Nov
2019

Dec
2019

Jan
2020

Jun
2020

Nov
2020

Dec
2020

Dec
2021

Dec
2021

Sep
2022

Sep
2022

Dec
2022

R111m
Apr
2024

Debt profile including the impact of interest rate swap fixes
The loan to value increased to 32.4% from 30.2% in 2016. The weighted average rate inclusive of swaps was at 8.6%.

DEBT PROFILE INCLUDING THE IMPACT OF INTEREST RATE SWAP FIXES
Revolving
credit

Term
loan

Term
loan

Term
loan

8.66%

8.95%

8.90%

8.90%

Revolving Revolving
credit
credit
8.81%

8.93%

Term
Loan

Term
Loan

Term
Loan

Term
Loan

Term
Loan

Term
Loan

Term
Loan

Cross
Currency

Cross
Currency

Term
Loan

(Syndication)

(Syndication)

(Syndication)

(US$)

(Syndication)

(Syndication)

(Syndication)

(ZAR)

(US$)

(Syndication)

Amortising

9.14%

9.06%

9.12%

3.59%

9.16%

9.29%

9.19%

(9.35%)

3.98%

9.35%

6.88%

1 200
R700m
1 000
800
R75m
600
400
200
R675m

R200m

R270m

R30m

R200m

R300m

R848m

R500m

R950m

R334m

R500m

R500m

R550m

R132m

R124m

R300m

Jun
2018

Aug
2018

Aug
2018

Aug
2018

Mar
2019

Nov
2019

Dec
2019

Jan
2020

Jun
2020

Nov
2020

Dec
2020

Dec
2021

Dec
2021

Sep
2022

Sep
2022

Dec
2022

R111m
Apr
2024
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Swap profile

SWAP PROFILE

We are cognisant of interest rate risk and the need for
funding sources to be supportive of the sustainable NPI
growth. In this light, 70.1% of total debt drawn was fixed

6.35%

5.90%

7.60%

7.45%

8.45%

R240m

R1 439m

R650m

R1 234m

R240m

2019

2020

2021

2022

2023

1 500

through a combination of fixed rate debt and interest
rate swaps. In respect of its variable debt of R5.2 billion,
68.8% was fixed via interest rate swap derivatives for

1 000

a period of 3.3 years. The weighted average rate was
6.88% and weighted average swap margin was 0.205%.
500

Debt funding capacity
The covenant with the lenders limits the LTV to 50% inclusive of guarantees and 40% exclusive of guarantees. The Board
has however elected to impose a limit of 40% to align itself with SA Corporate’s long-term strategic level.

Covenants
SA Corporate has remained well within its agreed covenant ratios under its financing arrangements. The most restrictive
material ratios which are the same under various facilities, are as follows:
Covenant ratios

Ratio requirements

Actual

Interest cover ratio

>2.00

3.5

Loan to value

<50%

32.4%

Appreciation
I wish to express my gratitude to the team for their contribution to the 2017 performance and preparation of the
accounts and to the Board, in particular the Audit Committee, for their guidance and continued support.

Antoinette Basson
Financial Director: SA Corporate Real Estate Limited
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PROPERTY REVIEW: INDUSTRIAL PORTFOLIO
2 0 1 7 AT A G L AN C E
To ta l G L A :

86

738 576 m

pr oper ties

Total portfolio value:

R4.8 billion

2

a n d 48.1% o f
p o r tfo li o

and 29.1% of
po rt f o l i o

O V E RV I E W OF T HE IN DU ST R IAL
P R O P E RT Y MAR K ET

The impact of administered and other cost pressures on
the tenants weigh on achievable rental levels, whilst new
developments place a burden on the industrial sector
rental growth.

I N D U ST R I AL PORT FOL IO
P E R F OR M AN C E
Performance area

2017
(%)

2016
(%)

1.5

1.1

83.9
(2.4)
22.8

75.7
(1.9)
22.5

Vacancies by % of GLA
Tenant retentions
Rental reversions
Expense ratio

15.3%

Weighted average
capitalisation rate:

9.3%

EXTRACT FROM SEGMENTAL REPORT

Industrial rental levels continue to experience downward
pressure in a challenging economic environment.
Secondary industrial properties, particularly multi-level
facilities, continue to record an increase in vacancies with
mini and midi units being under duress.

Revenue

Dec
2017
R’000

Dec
2016
R’000

605 400

574 036

Rental income (excluding
straight-line rental adjustment)
516 069
493 970
Net property expenses
(46 328) (31 521)
Property expenses
(145 263) (134 086)
Recovery of property expenses
98 935 102 565
Net property income
Straight-line rental adjustment
Headline earnings
Segmental growth rates

469 741
462 449
(9 604) (22 499)
460 137
439 950
%
4.5

Rental income
Property expenses
Recovery of property expenses
Net property income

The industrial like-for-like portfolio NPI growth of 5.9%
was supported by strong retentions of 83.9% and
escalations of 8.0%. The vacancies by rental income
increased marginally by 0.1%, but remained well below
the sector average.

8.3
(3.5)
1.6

Continued proactive renewal of leases should result in
strong retentions in 2018 of circa 80%.

INDUSTRIAL
PROPERTY BY IPD
TYPE BY VALUE

E XP I RY P R OFIL E

Cumulative (%)

EXPIRY PROFILE
30%

100%

25%
% of GLA
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We i gh t e d a v e ra ge
di s c o u n t ra t e :

80%

20%

60%

15%
40%

10%
5%

INDUSTRIAL
PROPERTY

Standard units/
Workshops 7%
High-tech industrials 46%

20%

Warehousing 23%

1.5%

0.9%

26.9%

17.4%

11.0%

17.8%

24.5%

High-grade industrial 6%

Vacancies

Monthly

2018

2019

2020

2021

2022+

Motor-related outlets 8%

Percentage of GLA

Cumulative percentage (%)

Light manufacturing/
Low-grade industrial 8%
Other 1%
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TO P 1 0 I NDU ST R IAL B U IL DIN G S BY VALUE
Dec 2017
value
R’000

Property name

Dec 2017
GLA
m2

% of
sector
value

Beryl Street, Jet Park

394 000

27 681

8.3

112 Yaldwyn Road, Jet Park

330 000

30 299

6.9

57 Sarel Baard Crescent, Centurion

303 000

34 460

6.4

37 Yaldwyn Road, Jet Park

281 000

39 738

5.9

The Eveready Building, Port Elizabeth

155 000

56 412

3.3

Tygerberg Business Park, Parow Industria

153 000

17 408

3.2

111 Mimets Road, Denver

114 000

18 051

2.4

5 Yaldwyn Road, Jet Park

110 000

17 552

2.3

Table Bay Industrial Park, Milnerton

108 000

16 169

2.3

Whirlprops 25 Proprietary Limited, Durban

104 300

16 702

2.2

Total top 10 industrial

2 052 300

274 472

43.1

Total industrial

4 766 350

738 576

43.1%

37.2%

16 832 933

1 537 063

12.19%

17.86%

% top 10 of industrial portfolio
Total portfolio
% top 10 of total portfolio
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The top ten industrial properties by value are well-located

n	30 280 bulk storage positions, 4 550 high-risk locations,

D E V E L OP M E N T S
SA Corporate is redeveloping the existing 34 460 m²
facility situated at 57 Sarel Baard Crescent, Centurion
to a modern pharmaceutical logistics facility on a new
10-year lease from 1 October 2017, at a capital cost of
circa R391.0 million to be completed in August 2018.

n	
rezoning of facility to accommodate increased bulk
and height;
of

offices

and

portion

of

existing

warehouse;
n	
development of an additional 11 000 m² high-tech
warehouse 21 metres to eaves for additional pallet
capacity;
n	
double capacity of cold room with 2 500 pallet
positions;

4 000 positions for Schedule 6 medicines; and
n	additional office building of circa 1 200 m².

LO O KING AHE AD
We continue to proactively manage the portfolio.
The portfolio’s expense ratio of 22.8% is carefully

The redevelopment includes:

n	demolishing

n	
extended bond store facilities, with 1 500 pallet
locations and increased height to eaves to 16 metres;

properties in major industrial nodes.

managed and remains contained at well below the IPD
30 June 2017 reported benchmark of 32.1%.

PRO SP E CTS
Rental rates are likely to remain flat over the short to
medium term. Flat to negative reversions are prevalent
across the sector despite low vacancy levels, with
tenancy affordability levels facing significant headwinds.
In response, SA Corporate has a very direct and focused
strategy of partnering with our tenants in an endeavour to
accommodate their changing operational requirements.

PROPERTY REVIEW: RETAIL PORTFOLIO
2 0 1 7 AT A G L AN C E

27

pr oper ties

To ta l G L A :

360 528 m
a n d 23.5% o f
p o r tfo li o

2

Total portfolio value:

R7.1 billion
and 43.4% of
po rt f o l i o

O V E RV I E W OF T HE R ETAIL
P R O P E RT Y MAR K ET
Retail developments continue breaking ground around the

14.7%

Performance area
Vacancies by % of GLA

the retail market remain the lowest on average compared

Tenant retentions
Rental reversions
Expense ratio
Trading density growth including
properties under development

regional and super regional centres have seen a marginal
increase in vacancies.
Smaller centres, on the other hand, continue to deliver
superior performances with vacancies declining from
9.0% to 5.2%, a clear indication of increased demand for

Weighted average
capitalisation rate:

8.7%

RE TAIL P O RTF O LIO P E RF O RMANCE

country despite the overall economic climate. Vacancies in
to the office and industrial markets. Nonetheless, the
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We i gh t e d a v e ra ge
di s c o u n t ra t e :

2017
(%)

2016
(%)

3.1

4.5

79.9
5.5
38.1

79.6
6.0
38.2

7.0

6.7

2017 maintained the positive trend in net property
income growth in the like-for-like portfolio, driven by

retail space in these centres.

ongoing improvement in vacancies with quality tenancies

The lack of economic growth as well as political

rental reversions. The strength of the retail portfolio lies

uncertainty are amongst some of the drivers of a decline

in its depth of community and neighbourhood assets,

in consumer sentiments. The result is a cutting back on

coupled with a dominant grocer offering and branded

“luxury” goods spend such as leather items, footwear,

outlet strategy in East Point and Springfield Value Centre

clothing and textiles, with these retailers reporting the

specifically. As reported by MSCI Real Estate, the trading

highest negative annual growth in retail trade sales.
Neighbourhood centres have seen vacancy rates drop,
demonstrating keen interest from retailers in these
centres. This phenomenon is driven by consumers
preferring the convenience offered by this segment
relative to larger retail formats.

being secured, strong tenant retentions and positive

statistics of community and neighbourhood centres are
the top-performing segment in terms of trading density
growth from the third quarter in 2015 to the second
quarter of 2017. In addition to the aforementioned,
the redevelopment programmes undertaken to address
bottlenecks enhance the convenience offering, provide
an eat out and fast food destination for the community

The largest market share movements were seen in the

and the creation of an aesthetically pleasing design has

department store category which lost market share

unlocked significant value in the portfolio. The initial

across all segments. Other categories, most notably

solar and other energy-efficiency projects undertaken

branded outlets and health & beauty, liquor stores and

has created a proven income-enhancing initiative which

fast food gained market share across all retail formats.

contributes positively to the environment.
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I N T EG R AT ED AN N U AL R EPORT 20 1 7

RETAIL
PROPERTY BY IPD
TYPE BY VALUE

E XP I RY P R O FIL E
EXPIRY PROFILE
35%

100%
80%

25%
60%

20%
15%

40%

10%

6.9%

5%

Small regional
shopping centres 45%

20%

3.1%
Vacancies

RETAIL
PROPERTY
Cumulative (%)

% of GLA

30%

Monthly

16.1%

13.6%

17.5%

11.1%

31.7%

2018

2019

2020

2021

2022+

Percentage of GLA

Community shopping
centres 31%
Neighbourhood shopping
centres 19%

Cumulative percentage (%)

Other retail 5%

EXTRACT FROM SEGMENTAL REPORT
Revenue
Rental income (excluding straight-line rental adjustment)
Net property expenses
Property expenses
Recovery of property expenses
Net property income
Straight-line rental adjustment
Headline earnings
Segmental growth rates

Dec 2017
R’000

Dec 2016
R’000

932 048

816 697

555
(1
(341
339

598
770)
165)
395

553 828
37 055
590 883
%

Rental income

12.5

Property expenses
Recovery of property expenses
Net property income

11.7
14.4
14.2

493
(8
(305
296

928
804)
360)
556

485 124
26 213
511 337
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TO P 1 0 R E TAIL B U IL DIN G S B Y VALUE
Dec 2017
value
R’000

Dec 2017
GLA
m2

% of
sector
value

East Point, Boksburg

1 210 000

45 690

16.9

Musgrave Centre, Berea

1 096 000

39 249

15.3

Umlazi Mega City, Umlazi (75% owned)

675 000

34 660

9.4

Bluff Shopping Centre, Bluff

463 000

24 551

6.5

Springfield Value Centre, Springfield

462 000

20 317

6.5

Morning Glen, Sandton

369 000

17 871

5.2

Montana Crossing, Montana

309 000

23 229

4.3

Comaro Crossing, Oakdene

262 000

13 712

3.7

Hayfields Mall, Hayfields

258 000

11 942

3.6

Davenport Shopping Centre, Glenwood

195 000

8 520

2.7

Total top 10 retail

5 299 000

239 741

74.0

Total retail1

7 094 986

360 528

74.7%

66.5%

16 832 933

1 537 063

31.5%

15.6%

Property name

% top 10 of retail portfolio
Total portfolio
% top 10 of total portfolio
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 Excluded in the total above is development bulk with a market value of R63 900 000 and a total area measuring 26 305 m2.

1

R E DE V E L OPMEN T S

Berliner, improved convenience retail and an enhanced
service and fast-food offering. The redevelopment also

Umlazi Mega City, Umlazi
The creation of additional GLA of 19 000 m² resulting

included an aesthetic upgrade to the property and was

in a total GLA of 54 200 m² at a cost of R278.0 million

completed in December 2017. The redevelopment cost

(75% undivided share of development cost) with a yield

was R61.8 million at a yield of 9.0% (11.5% excluding

of 9.5% was completed in December 2017.

defensive capital).

C o m men ced 2016

Cullinan Jewel, Cullinan
This project includes an expansion and refurbishment of

Midway Mews, Midrand, Gauteng
This project included the introduction of a new Chicken
Licken drive-through, the relocation and expansion of
Mica and the upgrade and retenanting of the first floor
offices, an aesthetic upgrade to the property. This was
completed in December 2017. This redevelopment, at a
cost of R32.7 million, will deliver an 8.8% yield (11.8%
excluding defensive capital).

Spar, the introduction of Ackermans, the expansion of
Pep and an aesthetic upgrade to the property, as well
as achieving outstanding compliance aspects and will be
completed in January 2018.
Hayfields Mall, Hayfields
The addition of a Woolworths Food, reconfiguration
of Clicks and the introduction of additional line shops
commenced in August 2016, and was completed in

Cambridge Crossing, Paulshof, Gauteng
This redevelopment created additional GLA of 1 361 m²

August 2017 at a total cost of R37.3 million and a yield

and

of 9.1%.

includes

a

new

deli/butchery

offering

called
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LO O K I N G AH EAD
In 2018 management will focus on delivering strategic imperatives in order to maintain the positive trend in retail
performance, which include meeting changing consumer needs and behaviours by creating mixed-use development
schemes due to the oversaturation of retail offerings across the country; differentiating the value proposition by way of
securing unique tenancies, providing supportive technologies such as Wi-Fi and furthering environmentally conscious
initiatives which are income enhancing; and responding to an increasing competitive environment full of new entrants.
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PROPERTY REVIEW: COMMERCIAL PORTFOLIO
2 0 1 7 AT A G L AN C E
To ta l G L A :

13

63 237 m

pr oper ties

Total portfolio value:

R1.0 billion

2

a n d 4.1% o f
p o r tfo li o

and 6.4% of
po rt f o l i o

O V E RV I E W OF T HE C OM MER C IA L
P R O P E RT Y MAR K ET

We i gh t e d a v e ra ge
di s c o u n t ra t e :

15.0%

with rising operating costs and an oversupplied office
sector, in which SA Corporate by design remains
underweight, the commercial property market remains in
a downward trend.

C O M M E R C I AL PORT FOL IO
P E R F OR M AN C E
2017
(%)

Dec
2017
R’000

Dec
2016
R’000

Revenue

128 889

133 516

Rental income (excluding
straight-line rental adjustment)
Net property expenses
Property expenses
Recovery of property expenses

96
(19
(49
30

Net property income
Straight-line rental adjustment
Headline earnings

2016
(%)

6.4

Vacancies by % of GLA

8.8

58.4
(12.3)
38.9

Tenant retentions
Rental reversions
Expense ratio

88.2
(0.7)
35.3

Segmental growth rates

945
103 369
062) (18 831)
682) (46 183)
620
27 352

77 883
1 324
79 207

84 538
2 795
87 333

%

Rental income

(6.2)

Property expenses
Recovery of property expenses
Net property income

7.6
11.9
(7.9)

COMMERCIAL
PROPERTY BY IPD
TYPE BY VALUE

E XP I RY P R OFIL E
EXPIRY PROFILE
30%

100%

25%
20%

60%

15%
10%

COMMERCIAL
PROPERTY

80%

Cumulative (%)

% of GLA
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9.0%

EXTRACT FROM SEGMENTAL REPORT

GDP growth has remained under pressure, coupled

Performance area

Weighted average
capitalisation rate:

6.4%

5%

Vacancies

5.7%

Monthly

17.9%

16.6%

22.2%

24.9%

6.3%

2018

2019

2020

2021

2022+

Percentage of GLA

Cumulative percentage (%)

40%

City decentralised
offices 79%

20%

Medical 15%
Provincial offices 6%
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TO P 1 0 C OMMER C IAL B U IL DIN GS BY VALUE
Dec 2017
value
R’000

Dec 2017
GLA
m2

% of
sector
value

Greenpark Corner, Sandton

391 300

15 800

37.4

1 Holwood Park, Umhlanga Ridge

113 200

7 504

10.8

86 500

4 198

8.3

Property name

28 Durham Street, Mthatha
Nobel Street Office Park, Brandwag

80 900

6 713

7.7

22 Voortrekker Road, Vredenburg

78 500

3 067

7.5
5.5

102 Essenwood Road, Berea

57 300

4 670

Corner Handel and Crownwood Roads, Ormonde

51 400

6 131

4.9

21 Fricker Road, Illovo

50 900

2 800

4.9

252 Montrose Avenue, Randburg

34 100

–

3.3

31 Allen Drive, Bellville

29 300

3 255

2.8

973 400

54 138

93.1

1 045 444

63 237

93.1%

85.6%

16 832 933

1 537 063

6.2%

4.1%

Total top 10 commercial
Total commercial1
% top 10 of commercial portfolio
Total portfolio
% top 10 of total portfolio
1.

Excluded in the total above is development bulk with a market value of R32 656 000 and a total area measuring 5 287 m2.

Vacancies are expected to remain high within the sector,
although SA Corporate’s office vacancies by GLA, which
includes retail office, have reduced to 6.4% from 8.8%
in 2016, with the stand-alone office vacancy by GLA
at 7.2%.

LO O KING AHE AD
Landlords continue to offer substantial tenant installation
allowances, rent-free periods and rental discounts to
attract and retain tenants while tenants, on the other
hand, endeavour to optimise space efficiencies. Real

Management continues to focus on tenant retention given

business activity and a take-up of office vacancies are

very challenging economic conditions. In terms of tenant

likely to remain subdued with no signs of real growth in

retention, 6 425 m² or 58.4% were successfully retained

rental rates. We anticipate vacancy levels to remain at

at a cost of a negative reversion of 12.3%.

current levels.
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PROPERTY REVIEW: AFHCO PORTFOLIO
2 0 1 7 AT A G L AN C E

56

pr oper ties

To ta l G L A :

351 254 m

2

a n d 22.9% o f
p o r tfo li o

Total portfolio value:

R3.4 billion
and 20.6% of
po rt f o l i o

10.3%

Residential bulk of
2

93 531 m

to be developed

O V E RV I E W OF T H E AFH C O
R E SI D E NT I A L PR OPERT Y M AR K E T

O VE RVIE W O F THE AF HCO RE TA IL /
CO MME RCIAL PRO P E RTY MARKET

Residential property accounts for 75.8% of the AFHCO

Retail/commercial property forms approximately 24.2%
of the AFHCO portfolio by GLA, down from 32.3% last
year, predominantly as a consequence of the residential
pipeline and limited additional retail coming on line in
new inner-city developments.

portfolio by GLA, up from 67.7% in the prior year,
primarily due to residential suburban acquisitions, as well
as two inner-city developments that were completed
during the year, namely Cambalala (Letsema) and Hayani
House (End Park House).
The residential sector in the Johannesburg inner-city
experienced a challenging year, with a sudden influx
of stock from new and existing developers that led

48

We i gh t e d a v e ra ge
capitalisation
ra t e :

to a short-term surplus of stock, an increase in crime
in certain precincts, and general economic conditions
weighing heavily on the consumer, resulting in a need to
rebase the residential rentals as well as other marketing
interventions to reduce growing vacancies.
Vacancies were 7.9% on average for 2017, up from 5.1%
in 2016. Seasonal vacancies were once again experienced
towards the end of 2017, with vacancies peaking at 7.3%
at the end of 2017, down from 10.4% in 2016. Excluding
two new acquisitions which form part of the AFHCO Calgro
Consortium vacancies would have been 5.7%.
Rental escalations during 2017 were largely flat as a result
of the need to rebase the inner-city rentals to a marketrelated rental, arising from the increased competition
and tough economic conditions. Future escalations are
expected to be linked to inflation.
Arrears remained low, albeit at an increased level
compared to 2016. The impacts of the tough economic
conditions continue to weigh heavily on tenants; despite
this a high percentage of tenants continue to pay their

Vacancies by GLA of 2.1% at the end of 2017 were
favourably down from 3.4% in 2016. This trend is likely to
continue with the high demand for affordable, well-located
and well-managed premises.
Weighted average escalations for 2017 were 9%, with
strong tenant retentions and largely positive rental
reversions. One negative reversion on a large box
contributed negatively to the overall reversion which was
just above flat.

LO O KING AHE AD
Re sid e ntial
The Johannesburg inner-city property sector remains
attractive with a high demand for affordable, quality
and safe buildings. Whilst the increased competition, a
sluggish economic environment, security concerns and
above-inflation utility increases impacted negatively
during 2017, the Group is confident that the portfolio will
yield sustainable growth in future.
A strong focus has been given to product offering, building
amenities, security and general maintenance, which will
place the portfolio in good stead in years to come.
The AFHCO portfolio as at the end of 2017 comprised
7 831 residential units and approximately 85 000 m2 of
retail space.

rent in advance however.

RESIDENTIAL
UNITS

Inner-city 5 930
Suburban 1 901
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During the year, AFHCO acquired one additional innercity property, Panama House, adding an additional
222 residential units to the portfolio, but also disposed
of two non-core properties, namely African Diamond and
Textile Centre, with a total of 223 units.

AFHCO’s suburban residential portfolio will thus continue

AFHCO also completed two mixed-use developments

accommodation which can house circa 540 students.

during

2017,

namely

Cambalala

(Letsema)

and

Hayani House (End Park House) which added an additional
280 residential units and 1 575 m2 of retail space.

the

Company

acquired

several

suburban

properties which contributed significantly to the portfolio.
These were:

Burgundy, Centurion
Calderwood, Benoni
Golf Park, Pretoria
Indlovu, Komati and Lethabong, Midrand
Minuet, Midrand
Northgate Heights, Randburg
Reef Acres, Springs
Scottsdene, Cape Town*
South Hills, Johannesburg*
(houses)
Tubatse Village, Steelpoort 
(houses)

158
121
369
250
266
71
48
120
43
78
78
1 602

Contracted acquisitions anticipated in 2018 include:
Units
Belhar, Cape Town*

510

Etude, Midrand
Fleurhof, Johannesburg*
Northgate Heights, Johannesburg, Phases 2
and 3
Scottsdene, Cape Town*
South Hills*
Soweto*

384
422
77
388
378
147
2 306

* Reflects AFHCO’s 51% share of the AFHCO Calgro M3
Consortium.

demand dependent.
In late 2017, AFHCO converted Nukerk into student
Due to the high demand for student accommodation,
AFHCO views this as another asset class with potential.
900 students in 2018.

Re tail
Albeit that contracted escalations for 2018 approximate
9%, we believe that over time these escalations will

Units
Andrea Close, Bloekomhof and Dennehof,
Vereeniging

at a significantly slower rate of circa 30 units a month,

The AFHCO student portfolio will house approximately

In addition, and in line with the Company’s diversification
strategy,

to see significant growth, whilst the inner-city will grow

migrate towards an inflationary escalation given the high
rental rates achieved in some quarters and pressure on
the retail sector.
Vacancies are expected to remain low throughout 2018,
with an improved economic outlook on the horizon and
the relatively short supply of quality premises.

RE TAIL/CO MME RCIAL AF HCO
PO RTF O LIO P E RF O RMANCE
Performance area
Vacancies by % of GLA
Tenant retentions
Rental reversions
Expense ratio
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2017
(%)

2016
(%)

2.1

3.4

70.2
0.2
39.3

59.3
4.8
42.7

E XP I RY P R O FIL E — AFHC O R ESIDE NTIAL

As residential leases are subject to the Consumer Protection Act (“CPA”) all residential leases are cancellable on
20 business days’ notice, subject to a reasonable penalty being charged. Whilst 12-month leases are concluded in the
majority of cases, with the exception of student leases where 10-month leases are typical, these leases convert to
monthly leases after 12 months. In reality all leases are effectively monthly leases due to the CPA. AFHCO’s average
tenancy is, however, approximately 20 months at present.

50%

100%

40%

80%

30%

60%

Cumulative (%)

% of GLA

EXPIRY PROFILE

20%

40%
7.3%

10%

20%
46.7%

45.9%
Vacancies

Monthly

2018

2019

Percentage of GLA

2020

2021

2022+

Cumulative percentage (%)

E XP I RY P R OFIL E – AFH C O R ETA IL/CO MME RCIAL

The retail expiry profile has remained largely unchanged from 2016, with a high percentage of leases expiring in 2020
and beyond. Leases expiring in the short term are largely expected to be renewed.
EXPIRY PROFILE

50
30%

100%
80%

Cumulative (%)

% of GLA

25%
20%

60%

15%
11.1%

40%

10%

20%

5%

2.1%
Vacancies

Monthly

17.8%

11.4%

25.1%

10.6%

21.9%

2018

2019

2020

2021

2022+

Percentage of GLA

Cumulative percentage (%)

EXTRACT FROM SEGMENTAL REPORT
Revenue
Rental income (excluding straight-line rental adjustment)
Net property expenses
Property expenses
Recovery of property expenses
Net property income
Straight-line rental adjustment
Headline earnings
Segmental growth rates

Dec 2017
R’000

Dec 2016
R’000

437 652

308 836

331
(67
(170
103

541
487)
986)
499

264 054
2 612
266 666
%

Rental income

39.9

Property expenses
Recovery of property expenses
Net property income

32.6
58.4
52.4

236
(63
(128
65

914
603)
940)
337

173 311
6 585
179 896
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TO P 1 0 AF HC O B U IL DIN G S B Y VALUE
Property name
120 End Street, Doornfontein

Dec 2017
value
R’000

Dec 2017
GLA
m2

322 000

33 439

Calderwood, Boksburg
Newgate, Newtown
Jeppe Post Office, Johannesburg
Greatermans, Johannesburg
Frank & Hirsch, Johannesburg
Atkinson House, Johannesburg
Stuttaford House, Johannesburg
Golf Park, Pretoria
Panama House, Johannesburg
Total top 10 AFHCO

165
154
139
120
116
107
101
98
98
1 424

Total AFHCO1

3 713 529

351 254

38.4%

38.9%

16 832 933
8.5%

1 537 063
8.9%

% top 10 of AFHCO portfolio
Total portfolio
% top 10 of total portfolio

300
300
500
500
600
800
800
800
000
600

20
12
14
11
10
8
7
9
7
136

% of
sector
value

029
716
568
720
206
795
546
986
497
502

8.7
4.5
4.2
3.8
3.2
3.1
2.9
2.7
2.7
2.6
38.4

 Included in the total above is development bulk with a market value of R248 803 200 and a total area measuring

1.

93 531 m2. Excluded in the above is 49% attributable to non-controlling interest amounting to R90 693 516.
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D E V E L OP M E N T S

Two developments are expected to be completed
between August and December 2018 which would further
strengthen the residential and retail portfolios.
Jeppe Street Post Office, Johannesburg
The redevelopment of Phase 1 (residential) and Phase 2
(retail) of this Heritage commercial building is expected
to be completed between July and October. Situated
directly in the centre of the CBD along Rahima Moosa
(Jeppe), Lilian Ngoyi (Bree) and Small Streets, being one
of the busiest pedestrian nodes in the inner-city, Phase
1 will see the high-rise building converted into 266 units
comprising bachelor, one-, two- and three-bedroom units.
Phase 2 will result in approximately 14 000 m of retail
space being redeveloped, with a large grocer confirmed as
the anchor tenant. The introduction of this tenant will add
a large grocer offering to the immediate surrounds, in close
proximity to other AFHCO properties.
2

Phase 3 is expected to commence in late 2018 and will
result in a further 300 units approximately of a similar
configuration to that of Phase 1.
End Street Precinct, Doornfontein
This industrial building will be demolished and developed
into a brownfields new 15-floor high-rise student
accommodation building.

Development is expected to be completed in
December 2018 and will house some 984 student beds
in 234 apartments.
Situated across the road from AFHCO’s largest asset,
120 End Street, and within 500 metres of the University
of Johannesburg’s Doornfontein campus, the location
is ideal.
An approximate 1 700 m2 of retail space will complement
the offering for residential and student tenants alike,
with entertainment, fast food, apparel, healthcare and
pharmaceutical being targeted.
The redevelopment of the remaining buildings within
the Doornfontein precinct are expected to commence
towards the end of 2018 or early 2019, namely Hartmann
and Keppler and the vacant retail buildings on Davies and
Rockey Streets, together with the pedestrianisation of
Davies Street.

LO O KING AHE AD

With the demand for quality residential rental
accommodation continuing to rise in all areas, AFHCO’s
existing portfolio and pipeline aim to position it for
sustainable growth into the future.

PROPERTY REVIEW: STORAGE PORTFOLIO
2 0 1 7 AT A G L AN C E
To ta l G L A :

14

23 468 m

pr oper ties

2

a n d 1.4% o f
p o r tfo li o

Total portfolio value:

R0.1 billion
and 0.5% of
po rt f o l i o

O V E RV I E W OF T HE STOR AG E
MAR K E T

We i gh t e d a v e ra ge
di s c o u n t ra t e :

17.0%

Weighted average
capitalisation rate:

11.0%

STORAGE PORTFOLIO PERFORMANCE
Performance area

property portfolio as it has a reputation of providing

Vacancies by % of GLA

16.5

relatively high yields and has proven to be resilient during

Expense ratio

44.0

recessionary periods. The self-storage sectors’ response
to consumer demand is flexible, such that it is able to
perform in both good and bad economic cycles. There has
been very little growth of well-developed, high-quality

No tenant retentions or rental reversions have been
disclosed due to the short-term nature of the leases.

EXTRACT FROM SEGMENTAL REPORT

self-storage properties especially in desirable, high-end,

Dec
2017
R’000

urban and suburban nodes. For smaller operators with
limited operational experience, long lead times to develop
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2017
(%)

Self-storage is considered a valuable addition to a

a mature self-storage property in a prime location, access

Revenue

to finance and scale represents a significant barrier to

Rental income (excluding straight-line rental
adjustment)
Net property expenses
Property expenses
Recovery of property expenses

entry. The ownership of self-storage properties is highly
fragmented relative to the broader commercial property
sector; the fragmented nature of the industry is an
opportunity for acquisitions at attractive yields. Growth in
the self-storage market is expected to rise as a result of
the following trends: smaller living spaces and increasing
household numbers; growth in South Africa’s emerging
black middle class; increased population mobility and
urban density; and an increased number of online
retailers requiring flexible storage space.

P ORT F O L I O OVERVIEW
The acquisition of the Vaxirox leasehold business will
provide a platform to roll out a self-storage rental
business

nationally.

The

portfolio

of

14

leasehold

sites acquired during 2017 has performed in line with
expectations. Broll has been appointed as the property
manager for this portfolio and together with the portfolio
manager have started to drive cost-efficiencies and
tenant growth. The portfolio vacancy of 16.5% is as a
result of the tenanting-up of a number of newly acquired
storage sites and is expected to decrease in line with the
market average.

Net property income
Straight-line rental adjustment
Headline earnings

9 855
9 780
(4 262)
(4 337)
75
5 518
–
5 518
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TO P 1 0 STOR AG E B U IL DIN G S B Y VALUE
Dec 2017
value
R’000

Dec 2017
GLA
m2

% of
sector
value

Rivonia Square Shopping Centre, Rivonia

17 350

2 565

22.4

Stoneridge, Centurion

12 550

3 454

16.2

Bryanston, Bryanston

10 900

1 609

14.1

Parkview, Pretoria

8 450

2 025

10.9

Fourways, Midrand

6 800

2 408

8.8

Princess Crossing, Roodepoort

6 100

2 014

7.9

Blue Valley Mall, Centurion

5 000

1 170

6.4

Wanderers, Centurion

3 600

934

4.6

Rosebank, Rosebank

1 950

968

2.5

Hillfox, Roodepoort

1 680

698

2.2

Total top 10 storage

74 380

17 843

96.0

Total storage1

77 530

23 468

% top 10 of storage portfolio

95.9%

76.0%

16 832 933

1 537 063

0.5%

1.5%

Property name

Total portfolio
% top 10 of total portfolio

 Excluded in the total above is development bulk with a market value of R38 538 000 and a total area measuring 37 024 m2.

1.

LO O K I N G AH EAD
The

business

case

for

storage

is

attractive

and

complements our retail offering, therefore we propose
increasing our portfolio exposure to storage where
transactions can be executed on an accretive basis.
On 1 March 2018 we received competition tribunal
approval to acquire freehold storage properties from
Storage Genie to the value of R148.3 million, and to
purchase self-storage sites which may be developed in
future by Storage Genie for the next seven years.
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PROPERTY REVIEW: REST OF AFRICA PORTFOLIO
2 0 1 7 AT A G L AN C E

3

To ta l G L A :

61 921 m

pr oper ties

Investment in
JV value:

R0.8 billion*

2

* S A C o rpo ra t e ’s
5 0 % o w n e rs h i p o f
the JV

B U I L DI N G S B Y VAL U E

11.1%

Weighted average
capitalisation rate:

8.6%

The basic economy is sound with good growth of 3.8%
in 2017, but very reliant on resources and agriculture.

Property name

Dec
2017
property
value*
R’000

East Park Mall

580 514

34 859

66.3

Acacia Office Park
Jacaranda Mall
Total Rest of Africa

175 557
118 934
875 005

12 542
14 520
61 921

20.1
13.6
100.0

Dec
2017
GLA
m2

% of
sector
value

The interest rate is on a downward average indicator with
possible further cuts. The economy appears reasonable
taking into account a risk rating against general economic
performance.

P O RTF O LIO P E RF O RMANCE
Retail continues to perform well in Zambia due to a lack
of modern “mall shopping” facilities. Structured mall

* SA Corporate’s 50% ownership. The investment is a
joint venture which has been equity accounted in
SA Corporate’s Annual Financial Statements.

shopping is seen as aspirational. There is reasonable
financial liquidity for cash consumption at malls. Goods
purchased at malls are seen as better-quality goods,
although more expensive.

OV E RV I E W OF T HE ZAMB IAN
MARKET

High US Dollar-denominated rentals underpin the returns

Based on the economic indicators there is a stabilising
inflation rate in Zambia, similar to South African levels
and to most global emerging markets and 3% higher
than general international levels.

from the retail sector, but are sensitive to exchange rate
fluctuations which in turn influence the cost of goods on
the shelves.
The retail centres serve the upper market in Zambia,

Mining and agriculture have average to good outlooks.
Balance of trade is negative, but moving to positive,
off the back of good agricultural production as well as

in which shoppers have reasonable discretionary spend
indicating good forward support and reasonable trading
densities for the retailers.

increasing copper prices.

REST OF AFRICA
PROPERTY BY IPD
TYPE BY VALUE

R E TA I L E XPIRY PR OFIL E
RETAIL EXPIRY PROFILE
40%

100%

AFRICA
PROPERTY

80%

Cumulative (%)

% of GLA
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We i gh t e d a v e ra ge
di s c o u n t ra t e :

30%

60%
20%

40%
10%

4.2%

2.7%
Vacancies

20%

Monthly

2018
Percentage of GLA

33.0%

13.1%

16.7%

30.3%

2019

2020

2021

2022+

Cumulative percentage (%)

Retail 79.9%
Commercial 20.1%
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C O M M E R C I AL EXPIRY PR OFIL E
COMMERCIAL EXPIRY PROFILE
100%

60%

80%

Cumulative (%)

% of GLA

50%
40%

60%

30%

40%

20%
10%

10.7%

Vacancies

Monthly

4.0%

52.6%

17.7%

8.7%

2018

2019

2020

2021

Percentage of GLA

6.3%

20%

2022+

Cumulative percentage (%)

LO O K I N G AH EAD

property in 2017, enhancing the lifestyle attractiveness

Growth rate is on an upward trend due to good rains and

of the shopping experience, resulting in the total GLA of

the size of the agricultural sector of the economy. This is

circa 35 000 m².

expected to result in a growth of approximately 3% to
4% for 2018. General credit is however still restrictive,
affecting residual and debt spending at shopping centres.
Economic drivers have a positive local outlook for 2018.
The local currency is reasonably stable with a decreased
inflation rate.

The vacancy at Acacia Office Park complex peaked with
two vacancies totalling 1 300 m² at the end of the year,
but keen interest has been shown by a South African
financial institution to lease this space in 2018.
The retenanting of Jacaranda Mall in Ndola has shown

East Park Mall, being the flagship of the three Zambian

success, post the vacating of a large national fashion

properties, continues to establish itself as the new

retailer, with the particular introduction of a large national

dominant retail mall offering in Lusaka with negligible

hardware tenant. This has enhanced the tenant mix and

vacancy. Approximately 6 000 m² of GLA was added to the

will add to the attractiveness of the centre going forward.
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SUSTAINABILITY REPORT
OU R SU STAIN AB IL IT Y APPR OACH
This sustainability report highlights SA Corporate’s sustainability performance over the period 1 January 2017 to
31 December 2017.
SA Corporate believes that, to be a truly successful property enterprise, it needs to consider more than simple financial
returns. To this end, over the past six years, the Company has actively ensured that economic performance, human
capital, environment, health and safety as well as transformation, ethical and social responsibility concerns are addressed
throughout its business operations, an approach that serves as testimony to its commitment to sustainable development.

K e y i n i t i a ti ves
SA Corporate subscribes
to the principles contained
in the King Report on
Corporate Governance
2016 for South Africa
(“King IV”) that explicitly
addresses the need and
relevance for corporations
to adopt a stakeholderinclusive approach.

Considers all stakeholders
in internal and external
operations in an effort
to eradicate social and
economic inequalities
and to assist previously
discriminated groups to
actively participate in the
country’s economy.

Through partnerships with
various stakeholders like
the Sizovuna Trust and
NGOs such as the Adopta-School Foundation,
the Group is involved at
a grassroots level with
community and social
upliftment programmes.

An energy optimisation
and savings plan for the
portfolio.

By addressing economic, environmental and social concerns as part of its business model, SA Corporate increases
the levels of Company productivity and positively impacts economic and social progress within communities, with the
subsequent positive effects in profitability and share value. SA Corporate’s sustainability strategy implementation is
overseen by its Social, Ethics and Environmental Committee (“SEEC”), comprised of directors Emily Hendricks (Chair),
Ken Forbes, Rory Mackey and Antoinette Basson, as at 31 December 2017.
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SOCIAL AND RELATIONSHIP CAPITAL
Tra n s f o r m ati on
In 2010 SA Corporate, together with the National
Empowerment Fund, facilitated a BBBEE transaction in
terms of which SA Corporate sold 25% of Umlazi Mega
City to the local community – represented by the Sizovuna
Trust (“Sizovuna”) – to create wealth and development
opportunities for the community. In 2016, as part of
its continued investment into the local community, the
Company disposed of a 25% stake in 50 Mangosothu
to Sizovuna. This site adjoins Umlazi Mega City and
complements the initial transaction between the
parties. Umlazi Mega City was redeveloped at a cost of
R370 million which increased the retail space with an
additional 19 000 m² to a total lettable area of 54 200 m2.
The Company provided Sizovuna with a bridging loan
facility prior to them securing finance to participate in
the redevelopment. In 2017 the Company paid Sizovuna
R17 million in distributions in respect of their 25% coownership. The property was valued at R675 million as at
31 December 2017.

Af f o r d a ble h ousi ng
SA Corporate acquired the AFHCO portfolio in July 2014.
This portfolio comprises mainly residential units, with
some retail, located in the Johannesburg inner-city. AFHCO,
through its redevelopment and rejuvenation projects, is
creating a strong inner-city community and providing
safe, affordable housing. The number of residential units
in the portfolio increased from 3 895 at the end of 2015
to 7 831 (5 930 inner-city and 1 901 suburban) at the end
of 2017, and approximately 85 000 m2 of retail space.
SA Corporate has entered into joint initiatives with
housing developers Calgro M3 and M&T Development with
the focus on alleviating the current shortfall of housing
units in the low to mid segment of the residential market,
and building strong and resilient communities in security
estates on the fringes of South Africa’s metropolitan
areas.
To counter construction delays and avoid job losses
brought on by the Western Cape critical water shortages,
Calgro M3 has included rainwater harvesting systems
as standard in the final build of its Western Cape
developments and additionally only used borehole water.
As a result of the further reduction proposals by the
City of Cape Town and the risk of running out of water
as announced by the City on 26 June 2017, Calgro M3
has decided to scale down significantly on “wet work”
construction activities at the Belhar and Scottsdene
developments until water restrictions are eased.

AF HCO inne r-city initiative s
CityKidz Pre- and Primary School, Johannesburg
CityKidz opened in 2008 with 60 children and today
has 648 pupils. The school is situated on approximately
one acre of ground, which, in addition to 24 classrooms,
administration offices, a fully equipped computer lab,
tuck shop, sick room and hall, provides more than
3 000 m² of open playground area. A netball court,
5-a-side astro-turf soccer field and kiddie’s jungle gym
have been built on the premises. Expansion has been
made possible due to AFHCO acquiring the adjoining
property and making it available for the growth of the
school. The school offers educational excellence with
only 28 pupils per class, has been ranked in the top
ten schools in its region in the Government’s Annual
National Assessments and, in 2017, won the Wits Inter
School Spelling BEE.
CityKidz is a social initiative by AFHCO. It is a
registered no-profit company (“NPC”) and is section
18A-registered.

AFHCO

employees’

and

tenants’

children are given preference to enrol at the school.
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P u b li c s p a ce upgra des

to Noord taxi rank and falls within the boundaries of the

AFHCO continuously engages the Johannesburg City
Council to assist with public space upgrades and
service delivery. These developments are Albert Street
Boulevard

near

Marshalltown,

End

Street

Park

on

the corner of Bree and End Streets in Doornfontein,
Doornfontein Precinct on Davies Street in Doornfontein
and a number of City Improvement Districts such as the
Braamfontein, New Doornfontein, and the Fashion and
Retail Improvement Districts.
Albert Street Boulevard
AFHCO has been instrumental in obtaining the
support and permissions for the closure of a portion
of Albert Street, between Atkinson House and
Cambalala House (previously called Letsema), from
the various City Council departments.
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Park equipment and facilities, such as a children’s
playground, outdoor gym equipment, basketball
court, trees, benches and lighting are currently being
installed after approval was obtained from the City
of Johannesburg, Johannesburg City Parks and Zoo
(“JCPZ”), Johannesburg Development Agency and the
Johannesburg Property Company in 2017.
AFHCO will contribute approximately R1 500 000
towards these public environment upgrades while the
Johannesburg Development Agency has contributed
R1 000 000.
AFHCO has additionally planned for CCTV coverage of
the park and to provide an operational platform for
security in the newly refurbished Cambalala House
that is directly linked to the park.

proposed New Doornfontein City Improvement District.
It will benefit from the City Improvement District’s public
space sanitisation and security services while addressing
both

social

and

schooling

needs.

The

Inner-City

Ambassadors Football Club, a social initiative supported
by AFHCO, operates from the park and AFHCO sponsors
the clubhouse situated next to the park.
Doornfontein Precinct
As part of AFHCO’s significant investment in the
Doornfontein Precinct, AFHCO intends to pedestrianise
Davies Street into an outdoor, mixed-use area.
Johannesburg City Council is in support of this initiative
and approval is expected in 2018. Once complete,
the area will include paving, trees, benches and
lighting, and will serve as a safe pedestrian passage
to the Doornfontein Metro station. It will also serve
as a recreational area for those moving through the
precinct and to AFHCO tenants residing in the adjacent
residential buildings and on Davies Street. AFHCO has
contracted additional cleaning and security services to
accommodate expansion and to continue to provide a
clean and safe area for its tenants.
City Improvement Districts (CIDs)
AFHCO works closely with bodies such as the Johannesburg
Inner-City

Partnership

(“JICP”),

Johannesburg

City

Council, Johannesburg Development Agency (“JDA”),
Johannesburg Property Owners and Managing Agents
Association (“JPOMA”), Johannesburg Inner-City Business
Coalition (“JICBC”), various CID committees, CID forums,
South African Police Service (“SAPS”) as well major
financial institutions.

End Street Park

AFHCO is actively involved in uplifting all aspects of

Since 2009 AFHCO Property Management has managed

inner-city living by improving cleanliness, safety and

the 12 000 m2 End Street Park on behalf of the City of

facilities to the area it is invested in, and is an active

Johannesburg.

maintenance,

member in various City Improvement Districts. City

gardening, cleaning and organising a variety of social and

Improvement Districts are geographic areas in which

community events.

the majority of property owners determine and agree

AFHCO

entered

This

into

includes

a

new

security,

five-year

management

agreement with JCPZ in July 2016, with an option to renew
for a further five-year period. In light of the significant
investment AFHCO has made, and will continue to make
to the End Street precinct, the company intends to work
closely with JCPZ to retain management of the park. AFHCO
buildings that surround the park include 120 End Street,
Khan Corner, Frank & Hirsh, Hayani and Lustre House.

to fund supplementary and complementary services to
those normally provided by the Local Authority in order
to maintain and manage the public environment at a level
that exceeds normal expectations and thus maintain or
increase their investment. These supplementary services
might include private security officers, pavement and
street cleaning, litter collection, maintenance of public
spaces and removal of illegal posters, among others.
The aim of CIDs is to uplift the public open spaces and

The park is extensively used by the general public and has

environment, which leads to an improved community

a thoroughfare that connects Doornfontein train station

spirit and behaviours.
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Rise Against Hunger
Four shopping centres across the portfolio joined Stop
Hunger Now in support of the Rise Against Hunger
initiative where volunteers donated their time to pack
5 000 meals that were distributed to underprivileged
schools. Circa R15 000 was raised.
Blue And You Autism Run
As a major sponsor, the Musgrave Centre in KwaZuluNatal raised over R11 000 to support the Autism Spectrum
Disorder (“ASD”) awareness walk/run.
Shades of Pink CANSA Fun Run

RISE AGAINST HUNGER

Davenport

Square

in

KwaZulu-Natal

and

CANSA

hosted a Fun Run in aid of Breast Cancer awareness.

R e t a i l ce n tr e i ni ti a ti ves
Through its property manager, Broll, SA Corporate

The sponsorship was valued at over R50 000.

encourages and supports a wide range of social and

Pimp My Pozi

community events at its 20 retail shopping centres. Some

Umlazi

of these initiatives are aimed at raising funds for charities

promotion whereby three shoppers who spent R150 or

or community upliftment and relief while others are

more won R110 000 worth of prizes, one of which was a

educational in nature. Funds in excess of over R300 000

R100 000 home upgrade.

were raised in 2017 across the portfolio.

Mega

City

in

Kwa-Zulu-Natal

sponsored

a

Fun Run fundraiser

Farm For A Lifetime

Umlazi Mega City sponsored a fun run, raising R66 000

In July 2017, 20 shopping centres across the country

through registrations that was donated to the Reunion

embarked on a fundraising community project called Farm

Crèche & Daycare Centre.

For A Lifetime in partnership with the Gift of the Givers
Foundation. The initiative aimed at raising funds to finance
two farms – one in Alexandra Township in Gauteng and
the other on Bombay Road in Pietermaritzburg, KwaZuluNatal – by developing essential agricultural and business

The new Kids Haven at Food Court
East Point Shopping Centre in Boksburg food court hosted
children from Kids Haven in Benoni and Boksburg at the
launch, including donating food vouchers.

skills within the community, creating job opportunities and
growing the local economy. The long-term vision of the
project is to set up facilities where workshops on agriculture
can be presented to school learners. The participating
shopping centres donated a combined total of over R29 000
to the project while covering substantial transaction and
marketing costs for the initiative.
Flood recovery blanket drive
Three

KwaZulu-Natal

centres

–

Musgrave

Centre,

Umlazi Mega City and Bluff Towers – joined forces with
Gift of the Givers to provide disaster relief to the value
of R10 000 when a massive storm flooded freeways,
uprooted trees and tore down roofs in Durban.
CANSA Shavathon
Five shopping centres across the portfolio participated in
the annual CANSA Shavathon campaign aimed at raising
awareness of the disease and supporting those affected.
Over R15 000 was raised.

BLUE AND YOU AUTISM RUN
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N AT U R AL C APITAL
SA Corporate recognises that the property sector has an impact on the natural environment through the emission of
greenhouse gases, consumption of energy and water, and the generation of waste from buildings, as well as a potential
impact on biodiversity. In addition, there is increasing awareness on the impact of the built environment as a result of
public sentiment, corporate governance expectations (including King IV), impending legislation, as well as various public
and private initiatives such as the Carbon Disclosure Project (“CDP”) and the Green Building Council of South Africa.
SA Corporate supports this awareness through the leadership of its SEEC that aims to measure and minimise the
impact of its own operations and that of its property portfolios in all geographical areas in which it operates, including
outside South Africa’s borders where sustainability legislation may be insufficient. Proactive environmental management
ultimately reduces operating costs and minimises vulnerability to extreme weather conditions, electricity shortages,
and disrupted water and municipal services, while enabling responsiveness to climate change.
The Company’s environmental policy is available on its website.

So la r ph o t o vol ta i c el ectr i ci ty ge ne ratio n
SA Corporate has since April 2015 conducted energy assessment and solar photovoltaic (“PV”) feasibility studies at a
number of its retail properties.
Following the feasibility studies, SA Corporate has installed 2.09 MW peak, and plans to install another 3.36 MW peak,
of renewable energy across the portfolio.
In 2017 SA Corporate generated 1 695 MWh of renewable energy, resulting in an electricity cost saving of R2 255 380,

60

and saving 1 661 tonnes of CO2e (carbon dioxide equivalent) at the following properties:

Site

Size
(kWp)

Months
live

Yield
FY2017
(kWh)

Savings
FY2017
(ZAR)

Comaro Crossing

380

15

598 799

922 657

Midway Mews

200

14

315 715

463 834

Rhodesdene

205

9

244 903

339 816

Willow Way

390

4

245 816

249 115

Montana Crossing

910

2

289 524

279 958

1 694 757

2 255 380

Total

2 085

The following solar PV projects are planned, with installation to commence in 2018.

Site
Town Square
East Point

Size
(kWp)
350
1 000

Celtis Ridge

480

Coachmans Crossing

300

Forest Décor and Design

293

Stellenbosch Square

935

Total

3 358
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After all completed and planned projects are live,

17.32%. The current filtration plant supplies an average

SA Corporate would have built 5 MW peak of solar PV

of 1 555 kl per month, indicating further savings.

across the traditional portfolio.

Total annual savings in costs equates to R763 501 which

In the AFHCO portfolio, high-rise inner-city buildings

is 1.25% of the centre’s net property income. A further

are generally not suitable for solar PV due to the limited

annual saving on sewerage charges is R78 159.

roof space. Reef Acres in Springs and the Burgundy and
Minuet developments have solar panels and geysers

Carbo n fo o tprint

and installations are being considered for Golf Park,

The organisational boundaries used to measure the carbon

Beechwood and Rosewood.

approach. Under this approach the Company accounts for
its greenhouse gas (“GHG”) emissions from operations

Aquaponics rooftop gardens

according to its share of equity in the operations.

AFHCO has engaged Rooftop Roots, an innovative
urban eco-farming business in the Johannesburg

A total of 203 (2016: 186) properties are included

CBD, to build aquaponics gardens on the roof of

in the assessment. The carbon footprint inventory

one of its buildings. The gardens will produce 100%

includes 136 SA Corporate properties (including six

pesticide-free vegetables that will be sold within the

acquisitions, three disposals and SA Corporate’s leased

city. AFHCO tenants will be able to buy produce at

Century City office) and 67 AFHCO properties (including

reduced prices. The installation of the equipment

18 acquisitions). Only SA Corporate’s ownership share

was delayed, however planting has commenced and

of three partly-owned properties, Umlazi Mega City

the first harvest is expected in H1 2018.

and its extension, 50 Griffiths Mxenge Highway (75%),
Stellenbosch Square (50%), Pine Crest (50%) – sold in

AFHCO has also made their unused rooftop space

2017, are included.

available to the Urban Agriculture Incubator (“UAI”),
which intends to create a full-value chain of farming

Scope 3 indirect emissions (tenants’ electricity consumption

operations within the inner-city of Johannesburg,
with

funds

from

the

footprint utilised by SA Corporate is the equity share

Department

of

and water) comprised 94% of all emissions and was

Small

calculated at 203 902 tonnes of carbon dioxide equivalent

Business Development. AFHCO currently serves

(“tCO2e”), following the Greenhouse Gas Protocol.

on the UAI Governance Committee to monitor the
implementation of the project. The Stanhope building

The table below shows SA Corporate’s Scope 3 emissions

has successfully installed the first UAI hydroponics

against last year:

farm operation where lettuce and herbs are grown.
The UAI will officially launch the farm operation

Emission source

in 2018 while four more farms are scheduled for

Electricity sold

installation on AFHCO rooftops in the near future.

2017

2016

202 601

210 593

Umlazi Mega City borehole

(4%)

1 301

1 382

(6%)

203 902

211 975

(4%)

Water
Total Scope 3

% change

In 2016 SA Corporate installed a borehole at Umlazi Mega

SA Corporate is focusing on reducing its electricity

City to supplement Umlazi Municipality’s water supply.

usage through energy-savings initiatives, the installation

The borehole provides an uninterrupted supply of filtered,

of solar PV where viable and other interventions.

potable water to the ablutions, irrigation system and

SA Corporate set 2016 as a base year and committed to a

the centre’s HVAC system (heating, ventilation, and air

5% reduction in electricity consumption per square metre

conditioning). The centre was redeveloped in 2016 and

for each property class in the next five years. The overall

2017, and the GLA increased by 19 000 m to 52 400 m .

tCO2e rate per square metre was 0.150 for 2016 which

The average monthly kilolitres in 2017 was 6 843 kl vs

per square metre. SA Corporate is progressing with the

4 951 kl in 2016, which is a 38.21% increase in water

installation of bulk water meter installations with a view to

consumption. Based on the increase in GLA vs the

improving water data collection and better management

increase in water consumption, there was a savings of

of this scarce resource.

2

2

reduced to 0.137 in 2017, resulting in a reduction of 8%
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E n e r g y o pti m i s a ti on a nd
s a v i n g s i ni ti a ti ves

Waste minimisatio n

The Company implemented a number of initiatives in

is

2016 that achieved savings as follows:

minimisation plan is in action at 12 of the centres in

A significant contributor to reducing carbon footprint
waste

minimisation

and

recycling.

A

waste

the portfolio, with 324 tonnes (12 855 m3) of waste
2017
(R)

Project

2016
(R)

74 242

86 794

1 448 162

3 434 147

Tariff adjustments

178 467

43 558

Energy-efficient lighting

517 436

181 330

Power factor correction
Water meter
installations

Initiatives in the AFHCO portfolio include:
n	the installation of electrical bulk check meters;
n	the installation of energy-efficient lighting. Three

being recycled at these centres in 2017. Significant
improvements have been made in the last year, with
over 70% of the waste (by volume) being recycled:
Recycling By volume

By weight

2017

12 855 m3
(70% of waste)

323 975 kg
(25% of waste)

2016

9 550 m3
(59% of waste)

447 935 kg
(27% of waste)

Summary of year-to-date achievements (by volume
in m3):

properties’ lights were replaced in the second half
of 2017 and the annual estimated cost savings is
R308 700; and

Recycling
70%

n	
since 2011 all new developments have been

62

(cubic metres)

fitted with heat pumps as opposed to geysers.
The estimated saving from heat pumps is 74%
and the benefit is passed on to tenants.
Paper 10 514 m3
General waste 5 462 m3
Plastic 1 685 m3
Glass 315 m3

Disposal
30%
(cubic metres)

Scrap metal 218 m3
Tetrapack 123 m3

Using the US Environmental Protection Agency Waste Reduction Model conversions, the impact of these recycling efforts
on the environment can be calculated. In 2017 SA Corporate’s recycling efforts at the 12 centres equated to:

CO2
saved

m3 of CO2
saved
495 264

Water
saved

Litres of water
saved
5 702 668

Equivalent swimming
pools filled with this
water
95

Equivalent households’
yearly water needs
fulfilled
62

Trees
saved

Number of
trees saved
3 710

Equivalent acres of
tropical forest
23

Equivalent m3 of CO2
sunk by this number of
trees
7 569 292

KWh of energy
saved
2 472 022

Potential number of
mid-income homes
powered for a year
267

Equivalent litres of oil
231 166

Energy
saved

Grown trees required to
Equivalent swimming
sink this CO2
pools filled with this CO2
242
8 255

Equivalent households’
yearly CO2 emissions
69

Equivalent litres of
petrol
67 410
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H U M A N C APITAL

E mplo ye e be ne fits

SA Corporate regards its employees as a significant resource

n	Membership of a defined contribution pension fund

for innovation, customer relationships and operational
excellence.
development

It

encourages
and

and

increases

enables

employee

leadership
engagement

through training, recognition and rewards. The Company
is committed to diverse workforce acquisition, workforce
management

and

workforce

optimisation

processes

that are in line with its sustainability strategy of driving

for ManCo employees or provident fund for AFHCO
employees
n	
Four months’ maternity leave (paid in ranges from
80% to 40%)
n	
Annual leave ranging from 15 to 22 working days,
depending on role and level

improvements in multiple human capital areas.

n	10 days’ paid study leave for approved qualifications

E mplo y m e nt equi ty

n	Free parking

The breakdown per designated group and gender were as

No n-d iscriminatio n

follows at the end of the year:

Discrimination in terms of race, gender, ethnic or social

2017

%

2016

%

129

74

122

75

19

11

17

11

Indian

8

5

8

5

White

17

10

15

9

173

100

162

100

Designated group
Black
Coloured

Total

origin, sexual orientation, religion, age, disability, political
persuasion, conscience belief, culture, or language is not
tolerated and appropriate disciplinary action is taken
against employees found guilty thereof. No incidents of
discrimination were reported during the year.

He alth and safe ty
SA Corporate strives to create a safe and healthy
working environment at its offices, retail centres, inner-

Gender
Male

92

53

85

52

city residential buildings and at construction projects.

Female

81

47

77

48

Significant health and safety incidents are reported to

173

100

162

100

Total

D ev elo p m e nt a nd tra i ni ng
Training needs are identified during staff performance
reviews. Employees are encouraged to attend training
courses, seminars and workshops to improve knowledge
and expand the skills base, enhance competence and
obtain further educational qualifications. The Company
pays for or reimburses employees for studies towards
recognised qualifications in their line of work.
The Company additionally pays for relevant annual
professional memberships.

the SEEC.

INTE LLE CTUAL CAP ITAL
MSCI Award s
In September 2017 SA Corporate won the following
awards at the annual MSCI South Africa Direct
Property Investment Awards, recognising the topperforming funds, measured over three- and 10-year
periods:
n	All funds – 3-year annualised (June and Dec 2016)
n	Diversified fund – 3-year annualised return
n	Retail market sector – 3-year annualised return

So uth Africa To p 1 00 Co mp anies
SA Corporate was again included in the 2017 Sunday Times
Top 100 companies in South Africa. The Company ranked
number 49 (up from number 73 in 2016). The ranking is
based on wealth and value created for shareholders.
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Board
T R Mackey (Managing Director) (appointed 1 August 2012)

G P Dingaan* (appointed 20 May 2010)

A M Basson (Financial Director) (appointed 17 February 2011)

K J Forbes* (appointed 24 July 1995)

J Molobela* (Chairman) (appointed 3 May 2013)

E M Hendricks* (appointed 2 April 2014)

R J Biesman-Simons* (appointed 19 August 2010)

M A Moloto* (appointed 7 July 2014)

A Chowan* (appointed 13 April 2017)

E Seedat* (appointed 1 September 1998)

Audit committee

Risk and
compliance
committee

Nomination
committee

Remuneration
committee

Investment
committee

Social,
ethics and
environmental
committee

R J BiesmanSimons*
(Chairman)

E Seedat*
(Chairman)

J Molobela*
(Chairman)

G P Dingaan*
(Chairman)

M A Moloto*
(Chairman)

E M Hendricks*
(Chairman)

A Chowan*

A M Basson

M A Moloto*
E Seedat*

R J BiesmanSimons*

R J BiesmanSimons*

A M Basson

R J BiesmanSimons* (ex
officio)

J Molobela*

K J Forbes*

M A Moloto*

T R Mackey

T R Mackey

G P Dingaan*
E Seedat*

E M Hendricks*

K J Forbes*

T R Mackey

4/4 3/5 3/3 4/4 3/4 2/4
Independent directors

* independent non-executive director
See pages 68 to 70 for further detail on the committees
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GOVERNANCE AND COMPLIANCE
AP P L I C AT I ON OF KIN G IV
SA Corporate is committed to applying the principles
of the King IV Report which was published by the

In line with King IV’s “apply and explain” approach the
Company discloses the extent to which SA Corporate
applies the King IV principles. This disclosure is available

King Committee on 1 November 2016 and became

on the Company’s website.

effective in respect of financial years commencing on or

E THICAL LE ADE RSHIP AND
CO RPO RATE CITIZE NSHIP

after 1 April 2017. The JSE issued amendments to the
JSE Listings Requirements relating to the application of
King IV with an effective date of 1 October 2017. King IV
replaced King III in its entirety.

The Board is the custodian of the Group’s ethical
leadership and corporate governance and its responsibility
in this regard is set out in the Board charter. Further,

In applying the recommendations of King IV the Board

a code of ethics is in place which requires all Directors

seeks to achieve the following governance outcomes:

and employees to apply moral standards in all business

n

An ethical culture

n

Good performance

n

Effective control

n

Legitimacy

Management has conducted a gap analysis and assessed
SA Corporate’s compliance with every principle of King IV

dealings. This includes standards of good, right and fair
conduct which are supported by the Company’s values.
The code outlines guidelines on stakeholder engagement
and is supported by a code of conduct and various policies
and procedures relating to specific matters. Directors are
required to annually confirm compliance with the codes of
ethics and conduct.

King IV Pr1

and the Board is satisfied with the overall level of

The codes are reinforced in the values of the Group, which

compliance achieved for 2017. In particular, the Company

are integrity, respect, accountability and innovation.

complies with all the corporate governance requirements

The

applicable to listed entities as set out in section 3.84 of

management process and shape the way the Group

the JSE Listings Requirements.

behaves and conducts business.

values

are

integrated

into

the

performance
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The codes of ethics and conduct are available on the
Company’s website.
SA

Corporate

INDE P E NDE NCE O F THE DIRE CTOR S
The independence of the SA Corporate Board is ensured

subscribes

to

the

Deloitte

Tip-offs

Anonymous fraud and ethics hotline which enables
Directors, employees, suppliers and other parties to
report irregular and unethical behaviour without fear of
retribution or victimisation. Reports received are tabled
at the Risk and Compliance Committee meetings for
discussion and are investigated and actioned by the

by the following means:
n	
The Board and all Committees are chaired by
Independent Non-executive Directors.
n	The majority of the Board members are Non-executive
Directors and all the Non-executive Directors are
independent.

Board, as required.

n	
The remuneration of Non-executive Directors is not

R E SP ON SI B IL IT IES OF T HE B OA RD

n	Non-executive Directors do not receive share options

linked to the performance of the Group.

The Board is guided by a charter that has been aligned
with the principles of good governance as set out in
King IV. It sets out rules for its composition, frequency
of meetings, the roles and responsibilities of the Board
(including those of individual Directors), the establishment
of Committees, policies and procedures to be adopted,
Director fees and performance appraisals.

from the Company.
n	
Individual

Directors

may

take

independent

professional advice at the Company’s expense.
n	The independence of all Directors classified as
independent

was

reviewed

by

the

Nomination

Committee in November 2017 against the King IV

The principles of good governance makes allowance for the

indicators, on a substance-over-form basis.

specific responsibilities to be discharged by Board members

n	
The independence of Messrs Ebrahim Seedat and

collectively, while at all times acting in the best interests

Ken Forbes, who have been serving on the Board for

of the Group. An approvals framework sets out matters

more than nine years, was subjected to a rigorous

reserved for the Board and those delegated to Committees

review and the Committee agreed that they both apply

and Management. The approvals framework applies to the

their minds independently and had shown no signs of

Group as a whole including all subsidiaries and the JVs the

untoward influence. The Committee concluded that

Company has an interest in.

their independence and judgement were not affected

King IV Pr16

The Board is satisfied that the delegation of authority
framework contributes to role clarity and contributes
to an effective arrangement by which authority and
responsibilities are exercised.
The

Board

reviews

its

King IV Pr10

charter

annually

or impaired by their length of service and that they
are therefore independent.

CO NF LICTS O F INTE RE ST
As legally required, members of the Board must make

and

in

December 2017, the charter was amended to align with
King IV. The Board has established an annual work plan to
ensure that all its duties and responsibilities are covered

full and timely disclosures of their other business and
financial interests. Particular disclosure of those interests
that conflict or might conflict with those of the Group are
required. Potential conflicts of interest are appropriately

by the agendas of the meetings planned for the year.

managed.

The charter is available on the Company’s website.

in addition, individual declarations are made at each

C H AI R M AN OF T HE B OAR D
The Chairman is an Independent Non-executive Director
appointed in May 2013 and the roles of the Chairman and
Managing Director are separate so that no individual has

The

Directors

confirm

these

disclosures

annually to the Company Secretary and the Board and,
meeting and recorded in the minutes. Directors adhere
to the conflicts of interest policy as adopted by the Board
and are required to annually confirm that they have read
and understood the contents of the policy.

unfettered powers of decision-making. The Chairman is

AP P O INTME NTS AND RO TATIO N

appointed on a biennial basis and his tenure is documented

The Nomination Committee is responsible for identifying

in the Board charter. A Lead Independent Director has

suitable candidates and recommending nominations to

been appointed and the role and responsibilities of the

the Board. Appointments to the Board are considered

Chairman and Lead Independent Director have been

by the Board as a whole. Procedures for appointment

documented.

to the Board are transparent and formal, and include

King IV Pr7
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background and reference checks. Appointments of new
Directors are approved by the shareholders at the first
AGM following their appointment. All Non-executive
Directors have appointment letters.

The Nomination Committee considers Non-executive
Director succession each year. The Committee is looking
at gradually refreshing and renewing the Board over

In terms of the Company’s Memorandum of Incorporation
(“MOI”), at least one-third of the Non-executive Directors
are subject to retirement by rotation and re-election at
each AGM. Directors who have served on the Board for
more than nine years are required to stand for re-election
each year.

time. The Board is satisfied that the depth of skills among
current Directors meet succession requirements.
Similarly, the Committee considers succession planning for
Executive Directors every year. Progress has been made
in identifying candidates for succession and appointments
have been made with that in mind.

The compositions of the Board and the various Boardappointed Committees are reviewed when Directors
change or on an annual basis. Consideration is given to,
amongst other criteria, skills, knowledge, qualifications,

King IV Pr10

GE NDE R AND RACIAL DIVE RSITY
The Board has adopted policies on the promotion of
gender and race diversity and supports the principles and

diversity, experience and balance of power.

aims of gender and race diversity at Board level. It has

D E V E L OP M E N T OF DIR EC TOR S

should comprise women and 60% of the Board should

set a voluntary target that at least 40% of the Board

All new appointees to the Board are required to undergo the

comprise black persons. These targets will be reviewed

induction programme approved by the Board and managed

annually.

by the Company Secretary. Directors are provided with all
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SUCCE SSIO N PLANNING

King IV Pr7

the necessary information and documentation to familiarise

Seven (70%) of the Directors are from previously

themselves with SA Corporate and issues typically facing

disadvantaged groups. Four of the Directors (40%) are

the Board. Ongoing training and development include

female, all of whom are from previously disadvantaged

Sponsor updates on JSE Listings Requirements; site

groups.

visits; attendance at investor presentations, seminars and
workshops; formal training; and reading material circulated
by the Company Secretary.

The Board evaluates its effectiveness and that of its
individual

Committees,
Directors

and

Committee
Company

appropriate mix of skills, knowledge, qualifications,
diversity, experience and independence.

P E R F OR M AN C E EVAL U AT ION S
Chairman,

The Board is satisfied that its composition reflects the

Chairpersons,
Secretary.

The

King IV Pr7

BO ARD AND CO MMITTE E CHANG E S
On 13 April 2017 Ms Adila Chowan was appointed to the
Board and Audit Committee. Ms Emily Hendricks stepped

Company Secretary facilitated the formal questionnaire-

down as a member of the Investment Committee on

based evaluations which were done in February 2017.

22 April 2017.

The

evaluation

reports

were

considered

by

the

Nomination Committee and the Board. In addition, each
Committee also considered their own evaluation report.
The overall conclusion of the reports was that the Board
and Committees are functioning well and effectively, with

Subsequent to the reporting period, the following
changes were made in compliance with the King IV
recommendations:
n	
Mr Rory Mackey stepped down as a member of the

a confident and strong team of Board and Committee

Social,

members. Although the overall results were good, certain

1 January 2018 to ensure that the majority of members

aspects of performance were identified that require

are non-executive and now attends as an invitee.

attention and action. Deficiencies or shortcomings in
performance will continue to be addressed in 2018
through training, development and other initiatives.
The Board is satisfied that the evaluation process leads
to an improvement in its performance. Going forward,
performance evaluations will be conducted at least every
two years.

King IV Pr1&9

Ethics

and

Environmental

Committee

on

n	Ms Antoinette Basson stepped down as a member of the
Risk and Compliance Committee on 1 January 2018
to ensure that the majority of members are nonexecutive and now attends as an invitee.
n	
Mr John Biesman-Simons will no longer serve as
an ex-officio member of the Risk and Compliance
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Committee with effect from 1 January 2018, as the Chairman of the Audit Committee is no longer required to be a
member of the Risk and Compliance Committee.
n	Mr Arthur Moloto was appointed as Lead Independent Director on 23 February 2018.

D I R E C TOR S
Details of the current Directors can be found on page 8 of this report.

D E A L I NG I N SEC U R IT IES
A formal information and share dealing policy is in place, outlining the requirements for Directors’ dealings in securities.
A Director may not deal in any SA Corporate shares without obtaining written clearance to trade from the Chairman
(or the Chairman of the Audit Committee if the Board Chairman is not available) in consultation with the Company
Secretary. A Director must not deal and must prohibit his associates and investment managers from dealing in shares
during a closed period (as defined by the JSE Listings Requirements). Directors acknowledge that they have read and
understood the contents of this policy annually.

D I R E C TOR S ’ IN T ER EST S IN SH ARE S
The Directors’ interests in shares as at 31 December 2017 and 31 December 2016 are detailed in the following table.
2017 Beneficial shares
Director

2016 Beneficial shares

Direct

Indirect

Direct

Indirect

395 450

–

155 356

–

–

1 282 100

–

1 328 485

(FSPs)

–

77 276

–

–

(CIPs)

–

71 500

–

71 500

K J Forbes

300 000

–

250 000

–

T R Mackey

945 433

1 541 253

695 912

1 363 941

–

2 248 108

–

2 345 291

(FSPs)

–

491 031

–

491 031

(CIPs)

J Molobela

51 117

–

51 117

–

M A Moloto

23 546

–

10 700

–

E S Seedat

62 000

–

42 000

–

1 777 546

5 711 268

1 205 085

5 600 248

A M Basson

R J Biesman-Simons

Total

FSPs: Performance shares awarded to the Executive Directors in terms of the Forfeitable Share Plan. Directors receive
distributions on these holdings, but have to pledge 40% of the post-tax value of the distributions back to SA Corporate.
These pledged distributions may be released or forfeited, subject to actual performance achieved on vesting. These
shares vest after three years, subject to the Directors remaining employed by the Group and the meeting of agreed
performance measures, the latter determining what percentage of the shares vests.
CIPs: Matched shares awarded to Executive Directors in terms of the Co-Investment Plan. Directors receive 100% of
the distributions in respect of these holdings. The shares vest equally over a period of three to five years, subject to
the Directors remaining in employment and minimum holding requirements relating to the underlying matched shares.
Subsequent to the 2017 financial year-end, but before the date of issue of this report, one-third of Mr Rory Mackey’s CIPs
awards vested and 91 377 shares were transferred to his personal direct holdings after settlement of taxation.
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I N F OR M AT I O N AN D T EC HN OL OGY
King IV Pr12
G O V E R N AN C E
The Board appreciates that technology and information
can create and unlock value in the business. Information
and technology governance is the responsibility of the
Board and this function is discharged through the Risk
and Compliance Committee. An IT Steering Committee
is also in place.
Bytes Systems Integration is the Company’s IT support
and infrastructure service provider. SA Corporate has
a software licence agreement with Broll to utilise their
software. In terms of this agreement, Broll also provides
maintenance and support. The payroll and related HR
administration is outsourced to Greatsoft. AFHCO uses
MDA as their property and accounting system and Atlas,
which is an in-house residential leasing system. The most
critical applications used by the Group are cloud-based,
via the internet, ensuring that risks of downtime are low.
The key focus areas are:
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n

Formulating an IT strategy

n

Implementing an integrated IT platform

n

Developing a business intelligence tool

CO MMITTE E S
The Board has delegated certain functions without
abdicating its own responsibilities to various Committees
as set out below. These Committees assist the Board in
discharging its duties and responsibilities. All Committees
are appropriately constituted with regards to the skills
and

experience

required.

The

Board

may

appoint

additional sub-committees from time to time to deal with
specific matters that fall outside the scope of the standing
Committees.
All Committees were satisfied that they have fulfilled
their responsibilities as set out in their terms of reference
for 2017.

The Committees’ terms of

King IV Pr8

references were amended to align with King IV and
approved by the Board on 1 December 2017.

Aud it Co mmitte e
The Committee comprises four independent, appropriately
qualified, Non-executive Directors and is chaired by
Mr John Biesman-Simons. The composition of the Audit
Committee is approved by the shareholders at each AGM
and the Executive Directors, Financial Managers and
representatives of the external and internal Auditors

n	Ensuring there is a robust disaster recovery system
in place

attend by invitation.

C O M PA N Y S EC R ETARY

to ensure that all relevant matters are covered by the

The Company Secretary provides the Board and the
individual Directors with guidance as to their duties,
responsibilities and powers, and also ensures that all
administrative requirements relating to the AGM, Board
and Committees are met. He also provides guidance to
the Board in terms of risk, ethics, good governance and
changes in legislation.
Directors have unlimited access to the advice and
services of the Company Secretary. The performance
of the Company Secretary was evaluated as part of
the performance evaluation process and the Board is
satisfied that he is competent and has the appropriate
qualifications, competence and experience to perform
the role. The Company Secretary is not a Director and
maintains an arm’s length relationship with the Directors.
[JSE King IV Pr10]

The Committee has established an annual work plan
agendas of the meetings planned for the year.
The

Committee

has

an

independent

role

with

accountability to both the Board and stakeholders. Its
responsibilities cover the following functions, processes,
controls and assurances:
n	external audit;
n	internal audit and controls;
n	financial reporting;
n	oversight of integrated reporting;
n	oversight of risk management;
n	combined assurance;
n	competence of the finance function; and
n	other statutory and delegated duties.

The Company Secretary also acts as Secretary to the
Board Committees, monitors Directors’ dealings in
securities and ensures adherence to prohibited and

The Committee meets at least three times per annum

closed periods for share trading.

Management being present.

and there are also confidential meetings with the external
Auditors and internal Auditors at least once a year without
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The statutory report from the Audit Committee in respect
of the Group, including more detail on how it carried out
its responsibilities, is included in the Annual Financial
Statements which are on the Company’s website.

No minatio n Co mmitte e
The Committee comprises three Independent Nonexecutive Directors, Messrs Jeff Molobela, who chairs the
Committee and is also the Board Chairman, Arthur Moloto

King IV Pr8

and Ebrahim Seedat. The Managing Director attends by

R i s k a n d C o m pl i a nce C om m i tte e

invitation.

The

The main role of the Nomination Committee is to assist

the

Committee
Financial

comprises

Director

and

the
two

Managing

Director,

Independent

Non-

in ensuring that the composition of the Board and

executive Directors, Mr Ebrahim Seedat, who chairs the

Committees in terms of structure, size, skills, experience

Committee, and Ms Emily Hendricks. The Chairman of

and diversity are regularly reviewed, maintained at

the Audit Committee was an ex-officio member until

levels deemed appropriate and meet sound corporate

31 December 2017. The Financial Director stepped down

governance practices. The Committee identifies suitable

on 1 January 2018 and will now attend by invitation. The

candidates to fulfil vacancies and considers succession

Risk and Compliance Officer, who is also the Company

planning for Directors and key Management.

Secretary, assists the Committee in carrying out its duties.
The role of the Risk and Compliance Committee is to
ensure that SA Corporate has implemented an effective

Key focus areas for 2017 were:
n	
considering

risk management framework and processes, and to
oversee the integration of risk management into the

candidates

for

nomination

to

the

Board and recommending that Ms Adila Chowan be
appointed;

strategic and business planning processes and day-to-

n	reviewing the Committee compositions;

day operations of the Group. It also monitors compliance

n	assessing the independence of Directors classified as

with all relevant statutory and regulatory requirements.
Risk management is discussed in more detail on pages 72
to 77 of this report.
Key focus areas for 2017 were:
n	
appointment of a new insurance broker and annual
insurance renewal;
n	review of the risk management policy and plan and
the risk appetite and tolerance levels;
n	
review of the effectiveness of the systems and
processes of risk management and compliance with
laws and regulations;
n	review of the risk log and Management’s responses;
n	updates on litigation matters; and
n	review of the approvals framework.
The Committee meets at least twice a year and holds
an annual risk workshop, which the Asset and Financial
Managers also attend. All Directors are invited to attend

independent;
n

approving Director changes to the subsidiary boards;

n

approving the tenure of the Chairman; and

n

considering succession planning.

The Nomination Committee meets at least twice a year.
Additional meetings are scheduled if required.
Key focus areas for 2018:
n	re-election of retiring Non-executive Directors at the
AGM; and
n

performance appraisals.

Re mune ratio n Co mmitte e
The

Committee

comprises

four

Independent

Non-

executive Directors, Ms Gugu Dingaan, who chairs the
Committee, and Messrs Jeff Molobela, Arthur Moloto
and John Biesman-Simons. The Chairman of the Board
is a member of the Committee. The Executive Directors

the risk workshop.

attend by invitation.

Key focus areas for 2018:

The main role of the Remuneration Committee is to

n	
oversee the establishment and implementation of
business continuity arrangements; and
n

technology and information governance.

monitor the implementation of the remuneration policy
to ensure that it promotes the strategic objectives,
encourages individual performance and supports the
Group’s long-term strategy and stakeholder interests.
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It considers the business and personal scorecards of the
Executives in determining remuneration and incentives,
and oversees and advises on the remuneration of Nonexecutive Directors.
The Remuneration Committee meets at least twice per
annum. Additional meetings are scheduled as required.
The Remuneration Report on page 79 sets out the key
activities of the Committee in 2017 and key focus areas.

I n v es t men t C om m i ttee
The

Committee

comprises

three

Independent

Non-

executive Directors, Messrs Arthur Moloto, who chairs the
Committee, Ken Forbes and John Biesman-Simons, and the
Managing Director. During the year Ms Nontutuzelo Mbiza,
was appointed as a non-voting member of the Committee
to

further

strengthen

property

experience

on

the

Committee. The Financial Director and Asset Managers
attend by invitation.
The Executive Directors have authority to approve property
acquisitions, disposals, developments, extensions and
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So cial, E thics and E nv iro nme n t a l
Co mmitte e
The Committee comprises the Financial Director and two
Independent Non-executive Directors, Ms Emily Hendricks,
who chairs the Committee and Mr Ken Forbes. The Managing
Director stepped down on 1 January 2018 and will now
attend by invitation.
The Committee has statutory duties and its main duties
and responsibilities relate to considering and being
accountable for the Company’s impact on the marketplace,
the workplace, the social environment, the natural
environment and assisting the Board in governing ethics.
Key focus areas for 2017 were:
n	energy optimisation plan and savings;
n	carbon emissions;
n	compliance with environmental, competition, health,
safety, advertising and consumer protection laws and
regulations;
n	education, training and development of employees;

refurbishments up to R100 million per transaction. The

n	employment equity plan;

Investment Committee has authority up to R500 million.

n	impact of the amended Property Sector Code on the
Company’s BBBEE score;

Transactions and development costs above R500 million
require Board approval.
Key focus areas for 2017 were:
n	investment strategy formulation and implementation;
n	evaluation of investment opportunities;
n	
approval

and

developments,

recommendation
sales,

of

acquisitions

property

and

other

investments;

portfolio

performance,

forecasts

and

budgets;
n	
reviewing

There are three scheduled meetings per year and
additional meetings are held as required.

n	
developing
a
corporate
programme and budget; and

social

responsibility

n	improving the Group’s BBBEE score.
the

property

manager’s

performance

against its KPIs; and
n

n	discussion of stakeholder matters.

Key focus areas for 2018:

n	reviewing property valuations;
n	
reviewing

n	
the provision of a low-interest loan to the CityKidz
Preschool NPC to complete the school infrastructure;
and

tenant concentration risk.

There are five scheduled meetings per year and additional
meetings are held as required.
Key focus area for 2018:
n	monitoring developments in progress; and
n	post-acquisition and development reviews.

The Sustainability Report is included on pages 56 to 63 of
this report which serves as the Committee’s report.

Committees’ feedback to the Board
Minutes of Committee meetings and written resolutions
are included in the Board papers for information.
If minutes are not yet available, the respective Chairmen
of the Committees verbally report to the Board on the
proceedings of the meetings.
The full terms of reference for each Committee can be
found on the Company’s website.
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B OAR D M E ET IN G S
Four Board meetings are scheduled each year and additional meetings are convened as required. Meetings are scheduled
well in advance, to ensure Directors are provided with the relevant information and documentation to prepare for
meetings, enabling the Board and Committees to make well-informed decisions and recommendations. All Directors have
unfettered access to Management and to SA Corporate’s records, information and documentation.

B o a r d a n d C om m i ttee m eeti ng atte ndance
Board

Audit

RAC

Remco

Nomco

SEEC

Investment

Total number of meetings

8

4

2

4

3

3

13

– Scheduled

4

3

2

3

3

3

5

– Ad hoc

4

1

–

1

–

–

8

R J Biesman-Simons

8/8

4/4

2/2

4/4

A Chowan

5/6

3/3

G P Dingaan

5/8

4/4

K J Forbes

8/8

E M Hendricks

8/8

J Molobela

8/8

4/4

3/3

M A Moloto

8/8

4/4

3/3

E S Seedat

8/8

3/4

2/2

A M Basson

8/8

5/5*

2/2

4/4*

T R Mackey

8/8

5/5*

2/2

4/4*

Board member

Apologies

Non-executive
13/13

0
1

4/4

3
3/3

13/13

0

2/3

2/4

3
0

13/13

3/3

0
1

Executive

*

3/3*

3/3

11/13*

2

3/3

13/13

0

By invitation.

Notes:
One joint Audit and Investment Committee meeting was held to discuss matters of mutual interest and this is reflected
separately above.
The Board or respective Committees accept a justified apology from Directors who were unable to attend a meeting.
The Company Secretary attended all the Board and Committee meetings during the year.
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RISK MANAGEMENT
The Board of SA Corporate assumes overall responsibility for risk management. The Risk and Compliance Committee
(“RAC”) assists the Board in carrying out this function with additional oversight from the Audit Committee. Management
is accountable and responsible for managing risks on a daily basis.

Risk and
Compliance
Committee
BOARD

Risk Officer

Management

Audit
Committee
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SA Corporate views risk management as the systematic

workshop is attended by members of the RAC, Audit

process

Committee members, Senior Managers and all other

of

understanding,

measuring,

controlling,

mitigating and communicating risk exposure in order to
achieve its objectives. The approach to risk management
consists of the following:
n	
identifying and evaluating all existing and potential
risks;
n	ranking, prioritising and quantifying risks in terms of
impact and likelihood;
n	determining necessary risk controls; and
n	taking appropriate management actions and responses
to mitigate the risks to the extent that residual risks
are acceptable in terms of the risk appetite.
The Board maintains a thorough understanding of
the various risks facing the Group and ensures that
appropriate internal and other controls are in place to
create a strong control environment to address key
risk areas. The Board is satisfied with the adequacy,
accuracy and effectiveness of information distribution
and reporting in the area of management and controls,
but is continuously striving to improve information flow
by further integrating its systems.

Directors are invited.

RISK MANAGE ME NT P O LICY AND
P LAN
The risk management policy and plan were reviewed in
December 2017 and have been implemented throughout
the business. The Committee also monitored compliance
with the risk management policy and the Company has,
in all material aspects, complied with the policy during
the year.

RISK TO LE RANCE AND RISK
APP E TITE
SA Corporate operates on a conservative to receptive
risk appetite and risk tolerance levels are assessed and
set on an annual basis. Management, the Investment
Committee and Board carefully considers the risks taken
in the pursuit of opportunities. If the risks associated with
an opportunity are outside the Group’s tolerance level,
steps are taken to mitigate risks or the opportunity is
abandoned. The Company’s appetite and tolerance for
risk are mapped to the key risks within the business.

Risks are evaluated on an ongoing basis and each

The RAC reviewed the risk appetite limits and thresholds,

Board Committee reviews the risks within its area of

and the changes were approved and adopted by the

responsibility. The consolidated risk log is reviewed by the

Board in December 2017. At its November 2017 meeting

RAC and the Board. Management actions are identified

the RAC agreed that risks are managed within the

for follow-up. A risk workshop is held annually. The risk

approved limits.
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K E Y R I SK MAT R IX
The risk register was reviewed in detail at a risk workshop held in November 2017. In addition emerging and maturing
risks were considered. The Board, with the assistance of the RAC, has identified the top key risks that could impact the
ability of the Company to achieve its strategic objectives as set out below. Management is responsible for ensuring that
these risks are managed within the appropriate appetite and tolerance levels:

Key risk and
description

Consequence
and potential
impact

Mitigation measures

Investment
returns

Poor investor
returns

Board approves the Group’s strategy
including the investment strategy

Non-sustainable Increasing cost of Board and Investment Committee has
distribution
capital, negatively oversight of investment strategy execution
growth
impacting growth
Structuring of agreements to transfer risk
prospects
Portfolio performance reviews

Rating

Affected
stakeholders
Shareholders
Providers of
capital
Property
managers

Strategic objectives
Investing in a
diversified portfolio
that generates stable
and growing income
and capital gains

Employees

Differentiated residential asset class
Benchmarking against peers (SAPY) and IPD
Approved risk appetite and tolerance levels
and monitoring
Detailed viability and feasibility studies
Levels of authority to approve transactions
and developments
Recycling of assets
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Geographical and sector diversification
JVs with developers
Cross-border
transactions
Exchange
rate risks and
local market
conditions

Execution of
Investment
strategy
Increased
complexity of
the Group’s
business

Strengthening of
US$, Rand and
weakening local
currencies could
result in reduced
returns
Increased cost
of borrowing and
hedging

Shareholders

Interest rate swaps and hedging

Providers of
capital

Comprehensive due diligences
Financing transactions in US$ or matching
currencies at lower interest rates

Loss of focus
Medium risk

Tenants

Investing in a
diversified portfolio
that generates stable
and growing income
and capital gains

JVs with foreign-based partners

Non-alignment of Governance structures and authority limits
strategy execution
Regular Management meetings
Poor risk
Internal audits
management and
decision-making
Developing an integrated IT platform and
business intelligence tool
Gaps in processes
and procedures
Inaccurate
financial reporting

High risk  

Yield guarantees and price adjustments

Shareholders
Property
managers
JV partners
Employees

Investing in a
diversified portfolio
that generates stable
and growing income
and capital gains

Key risk and
description
Execution of
investment
strategy
Not achieving
targeted
returns on the
purchase and
development of
properties

Consequence
and potential
impact
Poor investor
returns on
acquisitions and
developments

Mitigation measures

Rating

Affected
stakeholders

Development pre-let criteria

Shareholders

Detailed viability and feasibility studies

Providers of
capital

Levels of authority to approve transactions
and developments
Property written
down on valuation Comprehensive due diligences

JV partners
Employees

Post-acquisition and development reviews
Limitations on development risk and
exposure
Correct capitalisation of development costs

Strategic objectives
Investing in a
diversified portfolio
that generates stable
and growing income
and capital gains
Enhanced returns by
managing liquidity
and interest rate risk
through the effective
use of debt, equity
and hedges
Efficient and effective
property operations
to enhance property
fundamentals
Improve the quality
of the portfolio
through acquisitions,
developments and
disposals

Property
market
conditions
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Lower investment
returns

Regular reports on tenant arrears and
arrears management

Poor performance
relative to
competitors

Monthly arrears meetings between
Management and property manager

Increased
vacancies, poor
reversions,
Vacancy decay
arrears and bad
debts
Asset devaluation
and increased
undesirability
Negative KPIs
impacting
on investor
sentiment

Shareholders
Providers of
capital

Stringent tenant approval process

Property
managers

Monitoring of trading densities

Tenants

Debt collection and litigation processes

Employees

Management of expiry profiles

Retail
customers

Energy-savings initiatives
Expense management

Effective and efficient
property operations
to enhance property
fundamentals

JV partners

Monitor cost recovery ratios
Focused tenant retention strategy
Engagement with tenants
Enhanced product offering and competitive
pricing for residential units

Property
market
conditions
Dependency
on Eskom
and Municipal
services

Disruption of
service and
supply resulting
in deterioration
of property
performance
Increase in
operating
expenses

Electricity and water smart meter
installations
Measuring energy consumption

Providers of
capital

Expense management and benchmarking

Tenants

Leases structured for expense recovery

Property
managers

Energy-savings initiatives
Tenant education

Higher potential
Monitoring cost recovery ratios
for tenant defaults
or cancellation of Solar PV installations where viable
leases
Increased capital
expenditure
for alternative
energy supply and
savings initiatives
High risk  

Medium risk

Shareholders

Service
providers
Employees
Retail
customers

Reducing the impact of
the business activities
on the environment
and reducing costs
through green
initiatives
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Key risk and
description
Property
market
conditions
Tenant
covenant and
concentration
risk

Consequence
and potential
impact
Large vacancies
and loss of rental
Unrecovered
operational
expenditure

Mitigation measures

Rating

Affected
stakeholders

Tenant diversification

Shareholders

Ongoing monitoring of tenant performance
and strength

Tenants

Due diligence on large lessee entities

Property
managers

Deposits, guarantees and sureties

Employees

Strategic objectives
Effective and efficient
property operations
to enhance property
fundamentals

Maximum guidelines set
Monitor tenant exposure
Tenant watch list

Capital and
interest
rate risk
Rising cost of
capital and
liquidity

Human
Resources
Loss of key
personnel and
skills shortage

Deteriorating
strength of
acquisition
currency
Inability to act on
opportunities

Providers of
capital

Debt funding policy and framework
Bank LTV requirements renegotiated to 50%
Debt swaps and interest rate fixes (target is
80% fixed)

Negative impact
on distributions
and share price

Disposal of properties to negate high cost of
capital raise

Reputational
damage resulting
in a negative
impact on the
share price

Remuneration policy

Shareholders

Long-term incentive scheme (FSP)

Property
managers

Negative impact
on distributions

Disruptions to
operations
Failure to
meet BBBEE
requirements
and negative
impact of new
codes

Managing gearing and LTV ratios

Shareholders

Decline in
property
valuations
resulting in a
breach of loan
covenants

Loss of
knowledge,
capabilities and
network contacts

Transformation

Maintaining relationships and communication
with investors and lenders

Enhanced returns by
managing liquidity
and interest rate risk
through the effective
use of debt, equity
and hedges

Opportunistic vendor issuances
Diversified equity and debt funding
structures

Share co-investment plan (CIP)
Business and personal scorecards
Personal development plans for staff

Employees
Tenants

A high-performing
team, with
performance and
remuneration aligned
to stakeholder
objectives

Benchmarking of Management’s
remuneration every three years
Succession planning for Executives
All Executives have three-month notice
periods

Impact on ability
BBBEE procurement as KPI for Broll
to attract or retain
Keeping abreast of changes in legislation and
tenants
the property sector charter
Shareholder
Developing a plan to improve the Company’s
concerns and
score
discontent
Ongoing reporting to and monitoring by the
Reputational
Social, Ethics and Environmental Committee
damage
Employment equity plan

Shareholders
Property
managers
Tenants

Effective and efficient
property operations
to enhance property
fundamentals

Employees

Board gender and race diversity policies
Performance
of outsourced
property
managers

Poor investor
returns

Structured approvals framework and
delegation to property manager roles
Monitor compliance with SLA and
performance against KPIs
Management reviews reports at monthly
portfolio meetings
Budgeted and market rentals for all space
Internal Auditors conduct audits of property
managers
Property manager fraud reporting line

High risk  

Medium risk

Tenants
Property
managers
Shareholders
Employees
Co-owners

Effective and efficient
property operations
to enhance property
fundamentals
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Key risk and
description

Consequence
and potential
impact

Technology and
information

Loss of or poor
information

IT systems
failure

Missed reporting
deadlines
Unstable network
Cyberattacks

Mitigation measures

Rating

Affected
stakeholders

Cloud-based applications

Shareholders

Backups and disaster recovery

Providers of
capital

Internal audit reviews general IT controls of
property managers and the Company
IT and media usage policy for staff

Tenants
Employees

IT Steering Committee provides oversight
Developing an integrated IT platform and
business intelligence tool

High risk  

Strategic objectives
Effective and efficient
property operations
to enhance property
fundamentals
Enhanced returns by
managing liquidity
and interest rate risk
through the effective
use of debt, equity
and hedges

Medium risk

The RAC also identified certain factors that had a negative impact on the Group’s performance during the year:
n	sovereign rating downgrades;
n	weakness of the local economy;
n	negative reversions in the office, retail and industrial portfolios and increase in residential vacancies;
n	failure of retail department stores and drop in trading densities; and
n	political uncertainty.
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C O M P L I A N C E WIT H L AWS,
R E G U L AT I O N S, R U L ES AN D
King IV Pr13
STA N D AR D S
The Company Secretary acts as the Company’s risk
manager, compliance, money laundering reporting and
delegated information officer. The risk of non-compliance
with statutory and regulatory requirements forms part of
the identified risks and is assessed and responded to on
an ongoing basis.
During the year under review no significant fines were
levied for non-compliance with statutory and regulatory
requirements, and there were no censures. No fines
were levied for non-compliance with any environmental
laws and regulations. SA Corporate was not party to any
legal action for uncompetitive behaviour. No requests
were received or denied for information in terms of the
Promotion of Access to Information Act. SA Corporate has
a complaints resolution procedure, which is available on
its website and at its registered office.
The external auditors confirmed the following in their
audit report for the year ended 31 December 2017:
n	
No areas of material non-compliance with laws and
regulations were identified.
n	No illegals acts were identified.
n	No reportable irregularities were detected during the
audit.
The RAC reviews the compliance report at every
meeting and any areas of partial or non-compliance,

if any, are reported to the Board. In October 2017 the
RAC reviewed the effectiveness of the systems for
monitoring compliance with laws and regulations, and the
Committee was satisfied that the sources of information
and processes were adequate.
Key focus areas for the year has been the application of
the King IV recommendations which will continue in 2018.

ASSURANCE S AND INTE RNAL
CO NTRO LS
The Company’s property manager, Broll, has its own
internal audit function that conducts lease audits on
client portfolios. The Audit Committee received the
following written assurances from Broll for the year ended
31 December 2017:
n	
that the system of internal control within Broll has
been designed to provide reasonable assurance that
significant risks are appropriately managed;
n	that management and financial information for the
Company emanating from their systems is accurate
and reliable;
n	
that they have substantially complied with relevant
laws and regulations;
n	that the finance department’s resources involved
in the management of the financial affairs of the
Company have the necessary skills and experience;
n	that they have adequate control measures in place to
deal effectively with fraud detection and prevention
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including a fraud hotline and that there had been no

The RAC evaluated the effectiveness of the systems

financial loss to the Company as a result of fraud or

and processes of risk management and concluded that

theft;

these are effective. Grant Thornton provided a written

n	
that there were no critical breaches or breakdowns
in controls, procedures and systems during the year;
and

assurance that existing internal controls at SA Corporate
are acceptable and are therefore adequate and effective.
During the year the Group has not suffered any material

n	
that all information needed by the internal and

losses and nothing has come to the Board’s attention that

external auditors was disclosed and provided to them.

caused it to believe that the system of internal control

Grant

Thornton

was

appointed

as

the

Group’s

internal Auditor in January 2017 in the place of
SizweNtsalubaGobodo.

They

conducted

financial

applicable to the Company are not effective and that the
internal financial controls do not form a sound basis for
the preparation of reliable financial information.

discipline and property management reviews at AFHCO

Based on the assurances provided by the RAC, Broll, Grant

and Broll. In all cases the findings were that current

Thornton, the external Auditors and its own assessment,

internal controls were adequately designed to mitigate

the Board believes that the system of internal control and

key risks and were generally operating effectively.

risk management are adequate and effective.

C O M B I N E D ASSU R AN C E
SA Corporate’s combined assurance model is based on the three levels of defence and assurance for all key risks identified.
Board
First line
What is covered

Risk management strategy
Tone at the top
Code of conduct
Risk appetite and tolerance
levels

Second line

Third line

Clear and well-communicated
risk policies

Independent assurance and
oversight of the effectiveness
of risk management

Effective controls and
monitoring systems

Management of risk
Compliant and risk-aware
operating practices
Performance management
Accountability

MD
FD
Asset Managers
Employees

Risk Manager and
Compliance Officer,
Committees, especially
Audit, Risk and Compliance,
and IT Steering

Internal audit
External audit
JSE review
Insurance
Independent property
valuations

The Audit Committee was satisfied that the combined assurance framework appropriately addresses all the significant
risks facing the Group.
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REMUNERATION REPORT
The Remuneration Committee has pleasure in submitting

As at 31 December 2017 the Committee comprised the

its report for the year ended 31 December 2017.

following members:

B AC K G R OU ND STAT EMEN T

Gugu Dingaan (Chairman)

Globally there has been increased interest by institutional

Jeff Molobela

investors and regulators in executive remuneration in an
attempt to curb executive pay levels. In South Africa
we have seen a strong movement for listed companies

John Biesman-Simons
Arthur Moloto
The Committee held four meetings during the year

to adopt better remuneration reporting, shareholder

under review and attendance is set out on page 71.

engagement practices and to adopt fair and reasonable

The Managing Director (“MD”) attends Committee meetings

remuneration policies.

by invitation and the Financial Director (“FD”) attends for

SA Corporate’s remuneration policy was approved by
shareholders by means of a non-binding advisory vote
at the last AGM held on 19 May 2017 with a majority
of 92.52%.

C O M P OSI T I O N OF T H E C OM MITTE E
The Remuneration Committee (“the Committee”) consists
of four Independent Non-executive Directors.

selected agenda items. The Company Secretary acts as
Secretary to the Committee. They are requested to recuse
themselves from matters concerning their remuneration.

TE RMS O F RE F E RE NCE
The Committee operates according to formal terms
of reference that are delegated to it by the Board of
Directors and represents the scope of its responsibilities.
The Committee confirms that it has discharged the functions
and complied with its terms of reference for the year ended
31 December 2017, further details of which are provided
in the Corporate Governance section of this report on
pages 69 and 70.
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K E Y A C T I V IT IES AN D AR EAS OF
FOC U S
The key areas of focus and decisions taken by the
Committee during 2017 were:
n	
Reviewed and approved the business scorecard and
personal scorecards scoring for the Executives for 2017.
n	Recommend the short-term incentive (“STI”) awards
for the Executive Directors to the Board for approval
and approved the STI awards for the remaining
Executives paid in March 2017.
n	
Amended the timing of STI award payments and
performance shares (“FSPs”) awards to April each year.
n	
Reviewed and approved the business scorecard
and personal scorecards targets for the Executive
Directors for 2017.
n	
Approved the performance measures governing the
vesting of the FSP that were granted in June 2014.
n	Approved the FSP awards of participants.
n	
Recommended an average salary increase of 6.5%
for staff.
n	
Recommended the increase in the basis of Nonexecutive Directors’ fees of 6.5% for 2018 after
considering the results of the internal benchmarking
exercise prepared by the Company Secretary.
n	Reviewed the outcome of the implementation of the
remuneration policy and agreed that it is achieving
the set objectives.
n	Reviewed the mix and fixed and variable pay in cash,
shares and other elements and concluded that the
remuneration structure and range of variable incentive
percentages for the different roles are appropriate to
meet the Group’s needs and strategic objectives.
n	Agreed that the incentive and retention schemes are
effective in contributing to shareholder value.
n	Reviewed the terms and conditions of the Executive
Directors’ employment contracts.
n	There were no changes to the remuneration policy in
2017 other than the timing of awards.
The future focus areas are:
n	Continue to ensure that there is alignment between
remuneration of Executives and shareholders’ returns.
n	Ensure that the remuneration philosophy of the Group
rewards, attracts and retains the right calibre of talent.
n	
Ensure that we remain competitive with our peers
when it comes to remuneration.

n	Ensure that we continue engaging with stakeholders
on our remuneration policies and philosophy.
n	Ensuring a fair, equitable and decent remuneration of
all employees with an emphasis on lower level staff.

O VE RVIE W O F THE RE MUNE RATION
PO LICY AND PHILO SO PHY
The remuneration philosophy is to support the
achievement of the Group’s strategic intent and objectives
through attracting, developing and retaining talented
people by ultimately aligning remuneration and incentives
with the overall business strategy. The remuneration
policy outlines steps to achieve this. A full copy of the
remuneration policy is available on the website.
The Group is committed to transparent and understandable
policies which emphasise superior individual and team
performance, and drive growth in distributions and share
price which is sustainable over the long term and aligned
with the strategy of the business.
The Group’s philosophy is to employ, effectively incentivise
and seek to retain through appropriate remuneration
structures and a conducive working environment,
the highest standard of employees who form the
foundation of the Company’s business success. Further,
remuneration structures should be designed to promote
a nimble and entrepreneurial culture, which enables and
encourages the superior business performance which the
remuneration structures are designed to reward.
Accordingly, the Group will aim to position total guaranteed
packages initially towards the median of the market
and ultimately at the median, with superior/stretch
performance by employees enabling total remuneration
to exceed median level.
Remuneration of Executives and Senior Managers is
based on a number of core principles, namely:

Sustainab le value cre atio n
n	
Remuneration to Executives should be fair and
responsible.
n	
Remuneration policies and practices relating to
Executives must be designed to create sustainable
value for the Group over the long term, through
the reward of behaviour which drives the strategic
objectives of the Group.
n	
The payout of the majority of variable incentives
should be dependent on sustained performance over
the long term, measured against appropriate stretch
targets and verifiable performance conditions set by
the Remuneration Committee.
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Appr o pr i a t e pa y m i x
n	Remuneration should be delivered in the form of an
appropriate pay mix between fixed and variable pay,
both short and long term.

Transp are nt alignme nt o f
re mune ratio n
n	
Remuneration should be transparently aligned with
overall corporate strategy, pay policies to other

n	
The pay mix should take into account all relevant
factors and represent a balanced remuneration mix
in line with individuals’ grades and seniority, whilst
remaining in line with the Group’s financial constraints.

employees and the overall cost to shareholders.
n	
Remuneration should be appropriate in terms of
overall Company performance.
n	
Regular and transparent dialogue with shareholders

n	
The elements of remuneration forming the pay mix

surrounding

should take into consideration the risk tolerance of

maintained.

the Group and should not encourage behaviour which
is contrary to the risk appetite of the Group.
n	
The on-target pay mix for the MD and FD are as
follows:

remuneration

matters

should

be

Re gular annual re v ie w
n	All remuneration elements are assessed and analysed
annually by the Remuneration Committee to determine
that they remain competitive and appropriate.

The lower fixed pay portion and higher variable pay
portion introduced in 2014 drives reward for performance,
rather than guaranteed reward, which is in line with good
practice and trends nationally and internationally.

n	Variable pay targets are closely considered for each
allocation in terms of the short-term and long-term
incentives and, where appropriate, the risk-based
monitoring of bonus pools and long-term incentives is
undertaken by the Remuneration Committee.
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n	Short- and long-term incentives are regularly reviewed
to ensure that they continue to provide shareholder
MD ONTARGET PAY
MIX

FD ONTARGET PAY
MIX

value and to motivate employees appropriately.
n	
The quantum of Executive and Senior Management
remuneration is internally benchmarked on an annual
basis to ensure that it remains appropriate in terms of
market comparators.

TGP 36%

TGP 45%

STI 28%

STI 22%

LTI 36%

LTI 33%
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C O M P ON E NT S OF R EMU N ER AT IO N
The table below summarises the elements of Executive and Senior Management’s remuneration which have been applied
since the first approval of the remuneration policy and the Forfeitable Share Incentive Plan in May 2014.
Elements of remuneration

Purpose

Description

Fixed

Total guaranteed
pay (“TGP”)

Ensures that employees
are compensated at
market-related values
that form the basis of
the Company’s ability to
attract and retain skills
and experience

TGP represents the base salary and all benefits,
including, inter alia, medical, pension contributions,
life and disability benefit cover.

Variable

Variable annual
short-term
incentive (“STI”)

Creates a performance
culture and rewards
employees for achieving
strong annual results
against predetermined
targets

All staff are eligible to receive an annual STI paid
in cash, which is based on the achievement of
predetermined KPAs. The business scorecard has
financial measures with a 75% weighting and the nonfinancial with 25% weighting. Personal performance
scorecards are based on the employee’s responsibility
areas.
STIs are calculated by multiplying an employee’s TGP
with their on-target STI percentage multiplied by the
business scorecard overall score (business multiplier)
and personal scorecard overall score (personal
multiplier). Each of the KPAs have a threshold, target
and stretch level of performance.
The MD’s on-target STI percentage is 75% of TGP and
that of the FD is 50% of TGP.
The STIs are capped at 200% of the on-target value.

Long-term
incentives
(“LTIs”)

Aligns participants
with the interests of
shareholders to drive
long-term sustained
performance and retain
key staff

Under the FSP participants will annually receive
an award of shares that are subject to forfeiture
and disposal restrictions until the vesting date.
An overview of the FSP is provided on page 82.
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Lo n g - t er m i ncenti ve pl a n
Forfeitable share plan
Participants

Executives and selected Senior Management

Purpose and operation

The FSP aligns participants closely with shareholders’ interests through the award of three
types of instruments:
Performance Shares, the vesting of which are subject to predetermined performance
metrics (“Performance Conditions”) and continued employment (“Employment Condition”),
and which are intended to be used primarily as an incentive to participants to deliver the
Group’s business strategy over the long term through the selection of appropriate and stretch
performance conditions.
Matched Shares or Co-Investment shares (“CIPs”), the vesting of which are subject to the
participant satisfying the holding of a minimum number of shares (“Minimum Shareholding
Condition”) for the duration of the employment period, and which are aimed at encouraging
Senior Executives to build up a shareholding in the Company and to align the real risk of
Senior Executives to that of the shareholders. A participant may at their election dispose of
the shares held under the Minimum Shareholding Condition at any stage before the expiry
of the employment period. However, if the shares are disposed of the participant will forfeit
their right to Matched Shares in relation to the shares so withdrawn.
Retention Shares, the vesting of which are subject to the Employment Condition and which
are aimed at retention in specific ad-hoc circumstances where it is in SA Corporate’s and
shareholders’ strategic and financial interests that a specific individual is retained.
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On-target award levels

In the case of the MD the annual on-target LTI level is 100% of TGP and 75% of TGP for
the FD.

Performance
measures relating to
Performance Shares

The Performance Conditions constitute:
Financial:
Growth in distributions relative to the SAPY index (50% weighting); and
share price performance measured relative to the SAPY index (30% weighting).
Non-financial:
Personal performance over the vesting period (20% weighting).

Performance period

The Performance Conditions are measured over a three-year period, commensurate with the
financial years of the Company.

Minimum shareholding
requirement relating to
Matched Shares

Participants will be required to invest a minimum of 50% of their TGP in shares. Provided
participants meet the minimum holding requirement, the Company will reward holdings from
50% of TGP to 1.5 x TGP by 1 FSP for every 3 shares held and holdings from 1.5 x TGP to
3 x TGP by 1 FSP for every 2 held.

Company and
individual limits

The overall limit for the FSP is 3% of the issued capital. The maximum number of shares that
may be allocated to an individual may not exceed 0.50% of the number of issued shares.

A full version of the rules of the forfeitable share plan is available on the Company’s website.
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E x ecu t i v e e m pl oy m ent contracts
The Executives have permanent contracts with a three-

IMP LE ME NTATIO N RE PO RT
Re mune ratio n paid

month notice period that do not provide for balloon

Total compensation paid to employees*

payments on termination. There are no restraint of trade
clauses.
Total compensation paid

R e m u n e ra t i on bench m a r k s
In selecting a comparator group for benchmarking
exercises, companies listed on the JSE are sized according
the sector, EBITDA, total assets, turnover and market
capitalisation. Companies with material foreign holdings/
income

are

excluded

from

the

comparator

Total employees

Property Index (SAPY). Remuneration is benchmarked by

Total bonuses paid

independent remuneration consultants every three years.

Annual bonus per employee

N o n - ex e cu ti ve di r ector s’ fees
Non-executive Directors’ fees comprise a combination
of an annual retainer in recognition of their ongoing
fiduciary duties and responsibilities and an attendance
fee per meeting. Directors who serve on Committees
are paid attendance fees at agreed rates. In addition,
attendance fees for additional ad-hoc meetings are paid
at a lower rate for meetings less than two hours. Fees
for 2018 will be based on a 50:50 split between retainer
and attendance fees, which represents an increase in the
retainer based portion.

38 236

30 945

194

178

2017
R’000

2016
R’000

10 159

9 241

51

53

2017

2016

11.34

11.65

STIs paid to employees

The most relevant comparator peer group is the JSE

of 2016 (for 2017).

2016
R’000

* Excluding Executive Directors.

group.

The last benchmarking exercise conducted was at the end

2017
R’000

Executive directors’ ratio

Average compensation
paid to Executive Directors
relative to average
compensation paid to
employees (excluding STIs
and LTIs)
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Business scorecard
The business scorecards setting out the targeted KPIs and the Group’s performance against these targets are set out
below:
For the year 2016
KPI
Financial measures
75%
Share total return
relative to peer group
Distribution
NPI growth against
peers
Target yields on
transactions
Recycling of capital
Accretion achieved
from acquisitions and
developments
Optimal capital
structure

Weighting

17.5%
17.5%
5%
10%
0%
0%
12%

Target

Target met/
exceeded

SA Corporate’s total return against peer group (SAPY,
excluding foreign holdings)
Comparison to approved budget of 42.52 cps

Exceeded

Comparison to like-for-like portfolio growth

Exceeded

Quantum of accretion achieved on acquisitions,
developments and disposals against budget/valuations
n/a
n/a

Exceeded

Maintaining optimal gearing ratio

Exceeded

Exceeded

n/a
n/a

Maintain appropriate hedging level compared to policy
Hedging tenor
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Cost of capital of developments fixed through interest rate
derivatives
Equity and debt raised
Vacancies

8%

By GLA against prior year

Partially achieved

Arrears

5%

Against arrears as a % of 12 months’ income

Achieved

Positioning AFHCO to be the brand of choice

Exceeded

Non-financial
measures 25%
Strategic initiatives

10%

Recycling of capital
ICT and systems

0%

Building development pipeline
n/a

n/a

Building development
pipeline

0%

n/a

n/a

Transformation: BBBEE
strategy
Sustainability: Green
strategy
Risk and governance

5%

Level 4 rating

Achieved

5%

Roll out and implement the energy-saving project plan

Exceeded

5%

Achieve clean audit and compliance reports

Exceeded

100%
The overall weighted score achieved for 2016 was 4.28 out of 5. This business scorecard’s overall score (business
multiplier) and personal scorecard’s overall score (personal multiplier) was used to calculate the STI awards for the
Executive Directors, other Executives and Senior Management that were paid in March 2017. At the time of completing
this report the scoring of the 2017 business scorecard had not been finalised as the timing of the STI and FSP awards
has been moved to April each year.
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For the year 2017
Comments

Weighting

Achieved upper quartile position. Third-best performer.

17.5%

43.02 cps distribution for full year, which translated into
8.7% growth.
9.6% NPI growth for full year on like-for-like portfolio.

17.5%

Accretion achieved on the total acquisition and
developments for the year.
n/a
n/a
Effective management of cash to optimise interest impact.

5%
0%
5%
5%
12%

Target

SA Corporate’s total return against peer
group (SAPY, excluding foreign holdings)
Comparison to approved budget of
45.55 cps
Comparison to like-for-like portfolio
growth
n/a
Recycle R250 million
No dilution, unless approved for strategic
reasons
Maintaining optimal gearing ratio

LTV 29% at year-end.
89% of the debt is hedged.

Maintain appropriate hedging level
compared to policy

Tenor of 3.4 years.

Hedging tenor

Cost of debt fixed for Sarel Baard and Umlazi Mega City
redevelopments.
R700 million in equity raised and R1.15 billion raised in debt.
10% higher than the prior-year vacancies on traditional
portfolio. Average AFHCO vacancies marginally higher than
previous year.

8%

Equity and debt raised
By GLA against peers for the traditional
portfolio

The traditional portfolio improved. AFHCO arrears in line
with prior year.

5%

By GLA against prior year for AFHCO
Against arrears as a % of 12 months’
income

Completed rebranding and repositioned AFHCO in the
residential market.

0%

n/a

n/a

5%

n/a

4%

Roll out and implementing the ICT
strategy and plan
New pipeline secured with development
risks and balance sheet exposure limited
through structures and partnerships
Level 4 rating

More than R500 million recycled.
More than R500 million secured.

Achieved Level 4 rating.
Energy-savings and solar plan completed and implemented
with measurable savings.
Unqualified audit and internal audit reports – no significant
findings.

10%
2%
4%
100%

Roll out and implement the energysaving project plan
Achieve clean audit and compliance
reports
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E XE C U T I V E DIR EC TOR S
There are no prescribed officers other that the Managing Director, Rory Mackey and Financial Director, Antoinette Basson.

R e m u n e ra t i on for 2017
Cash
salary
R’000

Name

Retirement
and risk
contributions
R’000

STI
R’000

FSPs
vesting
R’000

2017
R’000

2016
R’000

T R Mackey

2 156

340

3 143

4 320

9 959

5 618

A M Basson

1 622

291

1 632

2 430

5 975

3 437

Total cost to Company

3 778

631

4 775

6 750

15 934

9 055

The first FSP awards vested on 19 June 2017 and 96.2% of the performance conditions was achieved.
Summary of unvested FSP shares:

T R Mackey Grant date
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Number of
shares

Share price
at grant date
(Rps)

Value at
grant date
R’000

Full value
as at
Fair value 31 Dec 2017
at closing
as at
price#
31 Dec 17*
R’000
R’000 Vesting date

FSPs

19 Jun 15

778 708

4.67

3 637

1 871

3 746

18 Jun 18

FSPs

17 Jun 16

759 480

4.91

3 729

1 074

3 653

16 Jun 19

FSPs

15 Jun 17

709 920

5.56

3 947

344

3 415

14 Jun 20

CIPs^

22 Dec 14

163 677

4.71

771

796

787

22 Dec 17

CIPs

22 Dec 14

163 677

4.71

771

595

787

22 Dec 18

CIPs

22 Dec 14

163 677

4.71

22 Dec 19

Total
^

2 739 139

771

476

787

13 626

5 156

13 175

	At the end of the reporting period, the Managing Director had not exercised his option in respect of the 163 677
shares that vested on 22 December 2017.

Number of
shares

Grant price
(Rps)

Value at
grant date
R’000

Full value
as at
Fair value 31 Dec 2017
at closing
as at
price#
31 Dec 17*
R’000
R’000 Vesting date

A Basson

Grant date

FSPs

19 Jun 15

438 425

4.67

2 048

1 053

2 109

18 Jun 18

FSPs

17 Jun 16

436 065

4.91

2 141

617

2 097

16 Jun 19

FSPs

15 Jun 17

407 610

5.56

2 266

198

1 961

14 Jun 20

CIPs

20 Jun 17

25 758

5.60

144

22

124

20 Jun 20

CIPs

20 Jun 17

25 759

5.60

144

16

124

20 Jun 21

CIPs

20 Jun 17

25 759

5.60

144

13

124

20 Jun 22

6 887

1 919

6 539

Total

1 359 376

* Fair value at 31 December 2017 is based on achieving 60% of the stretched performance targets.
	Full value at 31 December 2017 is based on complete outperformance and achieving 100% or more of the stretched
performance targets.

#

No payments were made to Executives on termination of their employment other than their normal remuneration and
accrued leave pay.
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N ON - E X E C U T IVE DIR EC TOR S’ FE E S
The fees paid for 2017 were paid on the basis recommended by the Remuneration Committee and by the Board and
approved by shareholders at the Annual General Meeting held on 19 May 2017. There are no contractual agreements to
compensate for loss of office.

N o n - ex e cu ti ve Di r ector s ’ fees fo r 2 017
Board
R’000

Audit
R’000

RAC
R’000

Investment
R’000

R J Biesman-Simons

276

178

41

183

A Chowan (appointed
13 April 2017)

187

83

G P Dingaan

214

111

K J Forbes

276

E M Hendricks

276

J Molobela

431

M A Moloto

276

E S Seedat

276

Board member

Remco
R’000

SEEC
R’000

65

Other*
R’000
16

119
41

51

Total
2016
R’000

759

583

270

–

444

313

52

30

556

410

24

39

16

396

398

89

65

48

634

444

43

65

21

678

365

16

488

332

4 225

2 845

62

Total
*

Total
2017
R’000

198

273
83

Nomco
R’000

Ad-hoc sub-committees.

Fees for 2017 were impacted by attendance fees for a higher number of meetings held during the year. The number of
meetings and attendance are set out in the Corporate Governance section of this report on page 71.
The Committee confirms that it has complied with the remuneration policy for the year under review with no deviations
from the policy. The remuneration policy will be updated to record the measures that the Board commits to take in the
event that either the remuneration policy or the implementation report, or both have been voted against by 25% or more
of the voting rights exercised at the upcoming AGM to be held on 29 May 2018.
I wish to thank my fellow Committee members and the Executives for their commitment and the valuable support they
offer the Committee.

G P Dingaan
Chairman of the Remuneration Committee
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SHAREHOLDER INFORMATION
D I ST R I B U T ION DEC L AR AT ION
Share code

SAC

ISINZAE000203238
Distribution number

6

Distribution per share

22.54 cents

Declaration date

Tuesday, 27 February 2018

Last date to trade cum-distribution

Monday, 26 March 2018

Shares commence trading ex-distribution

Tuesday, 27 March 2018

Record date to participate in distribution

Thursday, 29 March 2018

Distribution payment date

Tuesday, 3 April 2018

Share certificates may not be dematerialised or rematerialised between Tuesday, 27 March 2018 and Thursday,
29 March 2018, both days inclusive.

D I ST R I B U T ION DETAIL S
Six months ended

2017
Cents

2016
Cents

30 June

22.38

21.44

31 December

22.54

21.58

44.92

43.02
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D I ST R I B U T ION PL AN N IN G DAT ES
for the financial year ending 31 December 2018
Income
distribution
period

Distribution
announcement

Last date to
trade cumdistribution

Shares will
trade exdistribution

Record date to
participate in
the distribution

Payment of
distribution

6 months to
30 June 2018

4 September 2018

2 October 2018

3 October 2018

5 October 2018

8 October 2018

5 March 2019

2 April 2019

3 April 2019

5 April 2019

8 April 2019

6 months to
31 December 2018

Share certificates may not be dematerialised or rematerialised between Wednesday, 3 October 2018 and Friday,
5 October 2018, both days inclusive.
Share certificates may not be dematerialised or rematerialised between Wednesday, 3 April 2019 and Friday, 5 April 2019,
both days inclusive.

R E SU LT S P R ESEN TAT ION S
Interim results presentation – Cape Town
– Johannesburg
Year-end results presentation – Cape Town
– Johannesburg

Wednesday, 5 September 2018
Thursday, 6 September 2018
Wednesday, 6 March 2019
Thursday, 7 March 2019

AN N U A L G E N ER AL M EET IN G
Cape Town registered office

Tuesday, 29 May 2018
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2017 SHARE PRICE PERFORMANCE AND TRADEABILITY
1 000

8.0%
7.0%

800

5.2%

6.0%

5.3%

4.8%

5.0%
3.7%

4.0%

600

4.3%
3.3%
3.0%

3.0%

2.5%

400

2.1%

2.0%

2.0%

Cents per share

Percentage of number of shares in issue

6.9%

2.0%
200
1.0%
R284.4m

R347.7m

R513.7m

R262.8m

R284.2m

R407.1m

R472.3m

R734.7m

R922.4m

R603.6m

R512.7m

R622.5m

January

February

March

April

May

June

July

August

September

October

November

December

SAC volume traded

Month-end close (cents per share)

Percentage traded volume

2 0 1 7 SH AR E PR IC E PER FOR M ANCE AND TRADE ABILITY
Month

Value traded
(Rm)

High cps

Low cps

Ruling cps

Shares traded

31 January 2017

575

560

570

49 446 163

284.45

28 February 2017

576

561

561

60 531 312

347.70

31 March 2017

551

500

550

89 991 716

513.73

28 April 2017

560

548

550

48 452 806

262.75

31 May 2017

555

546

555

51 425 310

284.21

30 June 2017

553

545

550

72 922 759

407.09

31 July 2017

568

559

560

84 750 483

472.28

31 August 2017

541

536

541

132 687 582

734.71

29 September 2017

494

488

489

175 546 840

922.40

31 October 2017

483

477

479

122 617 505

603.55

30 November 2017

474

465

471

108 119 022

512.73

29 December 2017

485

469

481

134 193 712

622.53

1 130 685 210

5 968.13

Share price performance

Cents

Opening price 3 January 2017

570

Closing price 31 December 2017

481

Closing highest price for the year

607

Closing lowest price for the year

438
1 130 685 210

Volume traded during period
Ratio of volume traded to shares issued
Rand value traded during the period

(%)

45.7

(R)

5 968 140 213
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SH A R E H O L DER PR OFIL E
The major shareholders are set out in the table below as at 31 December 2017:
Number of
shares
Fund managers with a holding of greater than 5% of the issued shares
Public Investment Corporation
Prudential Investment Managers
Stanlib Asset Management
Old Mutual Investment Group
Beneficial shareholders with a holding of greater than 5% of the issued
shares
Government Employees Pension Fund
Old Mutual Group
Prudential
Stanlib

% of issued
capital

617
269
209
205
1 301

410
664
077
261
413

511
505
294
573
883

24.40
10.66
8.26
8.11
51.43

589
208
182
151
1 132

886
068
919
506
380

028
765
383
628
804

23.31
8.22
7.23
5.99
44.75

Analysis of shareholders by size of holding is set out in the table below as at 31 December 2017:
Shareholder spread
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1 – 1 000 shares
1 001 – 10 000 shares
10 001 – 100 000 shares
100 001 – 1 000 000 shares
1 000 001 shares and over
Total

Number of
shareholders

% of total
shareholders

1 194
2 189
2 468
530
222
6 603

18.08
33.15
37.38
8.03
3.36
100.00

Number of
shares
962
522
831
362
660
337

0.02
0.43
3.20
6.81
89.54
100.00

Number of
shares

% of issued
capital

10
80
172
2 266
2 530

365
948
999
359
015
689

% of issued
capital

Analysis of shareholders by classification is set out in the table below as at 31 December 2017:
Distribution of shareholders
Assurance companies
Close corporations
Collective investment schemes
Custodians
Foundations and charitable funds
Hedge funds
Insurance companies
Investment partnerships
Managed funds
Medical aid funds
Organs of State
Private companies
Public companies
Public entities
Retail shareholders
Retirement benefit funds
Scrip lending
Share schemes
Stockbrokers and nominees
Trusts
Unclaimed scrip
Total

Number of
shareholders

% of total
shareholders

40
56
271
74
94
7
9
19
30
17
5
137
5
4
4 887
170
10
2
22
742
2
6 603

0.61
0.85
4.10
1.12
1.42
0.11
0.14
0.29
0.45
0.26
0.08
2.07
0.08
0.06
74.01
2.57
0.15
0.03
0.33
11.24
0.03
100.00

117
4
971
260
20
1
1
1
7
8
642
22
19
1
81
256
5
5
45
55

708
356
548
175
285
803
603
043
262
301
313
472
053
590
887
216
692
873
523
858
117
2 530 689

736
507
542
704
943
111
018
217
725
790
683
531
681
893
736
827
005
753
334
545
056
337

4.65
0.17
38.39
10.28
0.80
0.07
0.06
0.04
0.29
0.33
25.38
0.89
0.75
0.06
3.24
10.13
0.22
0.23
1.80
2.21
0.01
100.00
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Analysis of shareholders by public and non-public holders is set out in the table below as at 31 December 2017:

Shareholder type
Non-public shareholders

Number of
shareholders

% of total
shareholders

Number of
shares

% of issued
capital

10

0.15

599 148 513

23.68

Directors and associates of the Company
Direct holding

6

0.09

1 777 546

0.07

Indirect holding

2

0.03

1 612 753

0.06

1

0.02

5 872 186

0.23

1

0.01

589 886 028

23.32

6 5923

99.85

1 931 540 824

76.32

6 603

100.00

2 530 689 337

100.00

Number of
shares

% of issued
capital

South Africa

2 241 794 613

88.58

United States

1 161 472 129

6.38

United Kingdom

94 794 140

3.75

Namibia

25 142 677

0.99

Sweden

2 336 000

0.09

Treasury shares
Forfeitable staff incentive scheme
Holders holding more than 10%
Government Employees Pension Fund
Public shareholders
Total

Geographical breakdown

Other countries
Total

5 149 778

0.21

2 530 689 337

100.00
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GLOSSARY
AFHCO/AFHCO Group
AFHCO Holdings Proprietary Limited and its subsidiaries
acquired by SA Corporate on 1 July 2014.

Discount rates
A rate of return used to convert a monetary sum, payable
or receivable in the future, into a present value.

Antecedent distribution
When shares are issued part way through a distribution
period, those shares are entitled to the full distribution
on payment date. In order not to dilute existing
shareholders’ distributions, new shares issued during a
period are therefore required to contribute a pro rata
amount towards the upcoming distribution, which they
effectively receive back on payment of the distribution.

Distributable earnings
Net income that arises from the core business of the
Group, i.e. net rental income after expenses, including
net interest expenses, but excluding all items of a capital
nature.

BBBEE
Broad-based Black Economic Empowerment Act, No. 53
of 2003 as amended by Act, No. 46 of 2013.
(BEE Black Economic Empowerment).
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Distribution
The distributable earnings of the Group as distributed to
shareholders. The Company does not pay any taxation on
its distributions and shareholders receive pre-tax rentals,
interest and dividends on a conduit principle. Distributions
are paid six monthly in April and October for the periods
ending 31 December and 30 June respectively.

Bps
Basis points expressed as a hundredth of a percentage.

Exit yield
Income for the following 12 months divided by the sale
price, expressed as a percentage.

Broll
Broll Property Group Proprietary Limited, SA Corporate’s
property manager for its traditional portfolio.

GDP
Gross Domestic Product, being the total value of goods
and services produced over a specific period.

Capital return
Movement in the share price expressed as a percentage
of the opening share price.

Gross property expenses
The sum of property administration fees and property
expenses.

Capitalisation (“cap”) rates
The interest rate or yield at which the annual net income
from an investment is capitalised to ascertain its capital
value at a given date.

H1
First half of the financial year.

Closed period
A closed period is defined in the JSE Listings Requirements
as:

IFRS
International Financial Reporting Standards.

n	the date from the financial year-end up to the date
of the earliest publication of the preliminary report,
abridged report or provisional report;
n	the date from the expiration of the first six-month
period of a financial year up to the date of publication
of the interim results;
n	the date from the expiration of the second six-month
period of the financial year up to the date of publication
of the second interim results, in cases where the
financial period covers more than 12 months; and
n	
any period when an issuer, or any listed major
subsidiary thereof, or any of their listed securities,
are either dealing with, or executing actions, which in
terms of the JSE Listings Requirements are considered
to be price sensitive.

H2
Second half of the financial year.

Income (distribution) yield
Distributions for the previous 12 months divided by
the opening share price for the year, expressed as a
percentage.
Initial (forward) yield
Expected income for the following 12 months divided by a
current value/price, expressed as a percentage.
Interest cover
Interest cover is calculated as the number of times that
distributable earnings, before net interest and taxation,
covers interest paid.
Internalisation
The economic internalisation of the ManCo of the Fund
which resulted in the ManCo taking over the asset
management function from OMP.

Corporate REIT
A Real Estate Investment Trust that is a company with
shares listed on the JSE, and in the case of a conversion
means the company that acquired the assets and
liabilities of the CISP.

JSE
JSE Limited.

CPI
Consumer Price Index inflation.

MSCI
An international investment research firm that provides
as one of its products the listed SA property index, also
known as the Investment Property Databank (“IPD”), used
for benchmarking fundamental property performance.

Cps
Cents per share.

JV
Joint venture in 50% of three Zambian properties.
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King IV
King IV Report on Corporate Governance for South Africa,
2016.
KPA
Key performance area.
KPI
Key performance indicator.
Like-for-like portfolio
Properties in the portfolio that have been held for the full
current year and the comparable 12 months in the prior
year. Acquisitions, developments and disposals in either
the current or prior year are excluded from the like-forlike portfolio.
LTV
Loan to value. Loan value expressed as a percentage
of direct and indirect property investments (excluding
straight-line rental adjustment).
ManCo
SA Corporate Real Estate Fund Managers Proprietary
Limited.
Net asset value (“NAV”)
The net asset value of the Company, expressed in cents
per share, is the net assets of the Company divided by
the shares in issue at the end of the year.
Net property expenses
Gross property expenses less recovery of property
expenses.
Nomco
Nomination Committee.
Premium/(discount) to net asset value
The difference between the price at which the shares are
trading and the net asset value, divided by the net asset
value. A discount means that the shares are trading at a
price below the asset value and a premium that they are
trading above the asset value.
Property portfolio
Properties identified in the property portfolio on pages 80
to 85 of the Annual Financial Statements. The properties
are held by the subsidiaries of the Company. The property
portfolio comprises:
n	Investment property at valuation
n	Property under development
n	Properties classified as held for disposal
Property Sector Charter (“PSC”)
A transformation charter, published in the Government
Gazette in June 2012 in terms of section 9(1) of the
Broad-Based Black Economic Empowerment Act, No. 53
of 2003 which will remain effective until the new PSC,
that has been published for comment, is approved.
Q1, 2, 3, and 4
The four quarters of the financial year.

RAC
Risk and Compliance Committee.
REIT
Real Estate Investment Trust, which is an investment
vehicle that invests in, and derives income from, real
estate properties. Profits are taxed in the hands of
investors.
Remco
Remuneration Committee.
SA Corporate or the Group
SA Corporate Real Estate Limited or the Company
and its subsidiaries and prior to the REIT conversion,
SA Corporate Real Estate Fund (“the Fund”) and its
subsidiaries.
SAPY/J253
JSE SA Property Index.
SEEC
Social, Ethics and Environmental Committee.
Straight-line rental adjustment
An accounting adjustment required in terms of IFRS to
smooth fixed escalated rental income over the period of
the lease/debt. For example, if a lease is subject to an
8% annual escalation clause of five years, the cumulative
accrued rental income over the five-year period is
divided by five years to determine the annual straightline amount. Distributable earnings are calculated by
excluding the straight-line adjustment. Distributable
earnings are calculated using the accrued rentals as
opposed to a smoothed rental.
Tenant retention (renewal) rate %
The retention rate is calculated as the total square metres
renewed expressed as a percentage of the total square
metres expired during the same period.
The Company
SA Corporate Real Estate Limited, registration number
2015/015578/06, listed on the JSE Limited with effect
from 1 July 2015 as a diversified REIT.
Total investment portfolio
The property portfolio and
investment.

other

property-related

Total returns
Total returns are calculated as the income yield plus
the capital return, assuming that the distributions are
reinvested into shares.
Vacancy as percentage of lettable space
Unoccupied space (excluding unoccupied space in
development buildings) in square metres divided by total
lettable space.
Vacancy as percentage of total income
Lost rental from unoccupied space (excluding unoccupied
space in development buildings) divided by total rentals.
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ADMINISTRATION
R E G I ST E R E D OFFIC E AN D
C O M PA N Y S EC R ETARY

P RO P E RTY MANAGE R

South Wing, First Floor

61 Katherine Street

Block A, The Forum

Sandown Ext. 54

North Bank Lane

Sandton 2196

Century City 7441

PO Box 1455

Postnet Suite 1051

Saxonwold 2132

Private Bag X2

Tel: +27 11 441 4000

Century City 7446

Fax: +27 11 441 4203

Tel: +27 21 529 8410

E-mail: info@broll.co.za

Fax: +27 21 529 8450

AF H C O H OL DIN G S
P R O P R I E TA RY L IM IT ED

Broll Property Group Proprietary Limited

AUDITO RS
Deloitte & Touche
1st Floor, The Square

AFHCO Corner

Cape Quarter

1st Floor

27 Somerset Road

64 Siemert Road

Green Point

New Doornfontein 2094

Cape Town 8005

Tel: +27 11 224 2400

Tel: +27 21 427 5300
Fax: +27 21 674 3076

T R AN SF E R SEC R ETAR IES

BANKE RS

Computershare Investor Services

First National Bank,

Proprietary Limited

a division of FirstRand Bank Limited

Rosebank Towers

Global Transactional Services – Cape Town

15 Biermann Avenue

24th Floor

Rosebank 2196

Portside

PO Box 61051

5 Buitengracht Street

Marshalltown 2107

Cape Town 8001

Tel: +27 11 370 5000

PO Box 367

Fax: +27 11 688 5218

Cape Town 8000

SP ON SOR S

Tel: +27 87 736 5538

Nedbank Corporate and Investment Banking,

INVE STO R RE LATIO NS

a division of Nedbank Limited

Rory Mackey

3rd Floor, Corporate Place, Nedbank Sandton

Tel: +27 10 020 2950

135 Rivonia Road

E-mail: info@sacorp.co.za

Sandown 2196

www.sacorporatefund.co.za

PO Box 1144
Johannesburg 2000
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